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PART I. FINANCIAL INFORMATION
ITEM 1.

FINANCIAL STATEMENTS
Orexigen Therapeutics, Inc.
Consolidated Balance Sheets
(In thousands, except share and par value amounts)

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Investment securities, available-for-sale
Restricted cash and investments
Inventory
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Prepaid purchase price—Contrave
Other long-term assets
Restricted cash
Total assets
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued clinical trial expenses
Accrued expenses
Deferred revenue, current portion
Total current liabilities
Long-term convertible debt
Long-term convertible debt, at fair value
Warrant liability, at fair value
Deferred revenue, less current portion
Other long-term liabilities
Commitments and contingencies
Series Z preferred stock, $.001 par value, 219,994 and no shares issued and outstanding at June 30, 2016 and
December 31, 2015, respectively
Stockholders’ equity:
Preferred stock, $.001 par value, 10,000,000 shares authorized at June 30, 2016 and December 31, 2015; 219,994 and
no shares issued and outstanding at June 30, 2016 and December 31, 2015, respectively
Common stock, $.001 par value, 300,000,000 shares authorized at June 30, 2016 and December 31, 2015;
14,586,780 and 14,554,592 shares issued and outstanding at June 30, 2016 and December 31, 2015, respectively
Additional paid-in capital
Accumulated other comprehensive income (loss)
Accumulated deficit
Total stockholders’ equity (deficit)
Total liabilities and stockholders’ equity

June 30,
2016
(Unaudited)

December 31,
2015
(See Note below)

$

78,173
2,922
20,983
165,203
11,458
3,965
282,704
1,377
60,000
1,210
138
$ 345,429

$

$

$

4,105
10,516
10,551
9,600
34,772
90,142
116,300
33,100
77,737
37

6,485
5,820
10,323
9,613
32,241
87,870
—
—
82,691
150

3,343

—

—

—

15
659,129
(881)
(668,265)
(10,002)
$ 345,429

See accompanying notes.
Note: The Balance Sheet at December 31, 2015 has been derived from the audited financial statements at that date.
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$

155,422
6,828
58,589
—
10,802
2,254
233,895
1,284
—
1,013
138
236,330

$

15
653,835
215
(620,687)
33,378
236,330
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Orexigen Therapeutics, Inc.
Consolidated Statements of Operations
(In thousands, except per share amounts)
(Unaudited)
Three Months Ended
June 30,
2016
2015

Revenues:
Collaborative agreement
Royalties
Net product sales
Total revenues
Cost of product sales
Operating expenses:
Research and development
Selling, general and administrative
Total operating expenses
Loss from operations
Other income (expense):
Interest income
Interest expense
Change in fair value of financial instruments
Foreign currency gain (loss), net
Total other income (expense)
Net loss

$ 2,403
2,453
2,935
7,791
1,784

$ 2,057
3,137
—
5,194
—

14,249
24,991
39,240
(33,233)

Six Months Ended
June 30,
2016
2015

$ 4,794
5,095
2,935
12,824
1,784

15,107
10,815
25,922
(20,728)

$ 4,114
5,439
—
9,553
—

26,050
41,542
67,592
(56,552)

26,349
19,399
45,748
(36,195)

163
67
286
130
(1,954)
(1,843)
(3,890)
(3,672)
11,600
—
11,600
—
(1,806)
—
978
—
8,003
(1,776)
8,974
(3,542)
$(25,230) $(22,504) $(47,578) $(39,737)

Basic and diluted net loss per share

$

Basic and diluted shares used in computing net loss per share

(1.73) $
14,566

See accompanying notes.
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(1.80) $
12,519

(3.27) $
14,561

(3.19)
12,454
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Orexigen Therapeutics, Inc.
Consolidated Statements of Comprehensive Loss
(In thousands)
(Unaudited)
Three Months Ended
June 30,
2016
2015

Net loss
Other comprehensive gain (loss)
Foreign currency translation gain (loss)
Unrealized gain (loss) on investment securities
Other comprehensive gain (loss)
Comprehensive loss

Six Months Ended
June 30,
2016
2015

$(25,230) $(22,504) $(47,578) $(39,737)
1,865
—
(1,154)
—
20
(6)
58
36
1,885
(6)
(1,096)
36
$(23,345) $(22,510) $(48,674) $(39,701)
See accompanying notes.
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Orexigen Therapeutics, Inc.
Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)
Six Months Ended
June 30,
2016
2015

Operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Amortization of premium on securities available-for-sale
Accretion of debt discount
Change in fair value of financial instruments
Depreciation
Stock-based compensation
Deferred revenue
Unrealized foreign currency gain
Other non-cash adjustments
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Other assets
Accounts payable and accrued expenses
Deferred rent and lease incentives
Net cash used in operating activities
Investing activities
Purchases of securities available-for-sale
Maturities of securities available-for-sale
Restricted cash and investments
Prepaid purchase price—Contrave
Purchase of property and equipment
Net cash used in investing activities
Financing activities
Proceeds from convertible debt issuance
Proceeds from issuance of warrants
Proceeds from issuance of Series Z Preferred
Proceeds from issuance of common stock
Net cash provided by financing activities
Effect of exchange rate changes on cash
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
See accompanying notes.
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$ (47,578)

$ (39,737)

104
2,248
(11,600)
194
5,103
(5,091)
(473)
35

511
2,065
—
103
8,939
(4,114)
—
28

3,906
(596)
(1,712)
(208)
2,544
(113)
(53,237)

(4,233)
(3,711)
(553)
(288)
6,903
(96)
(34,183)

(23,600)
61,135
(165,179)
(60,000)
(286)
(187,930)

(56,981)
54,324
—
—
(11)
(2,668)

120,000
41,000
3,343
139
164,482
(564)
(77,249)
155,422
$ 78,173

—
—
—
4,193
4,193
—
(32,658)
104,243
$ 71,585
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OREXIGEN THERAPEUTICS, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
1. The Company and Basis of Presentation
Organization
Orexigen Therapeutics, Inc. (the “Company”), a Delaware corporation, is a biopharmaceutical company focused on the development of pharmaceutical
product candidates for the treatment of obesity. The Company was incorporated in September 2002 and commenced operations in 2003.
The Company’s primary activities since incorporation have been organizational activities, including recruiting personnel, conducting research and
development, including clinical trials, raising capital, and preparing for the marketing and commercialization of its sole product, Contrave, in the United
States. Contrave was launched commercially in the United States by the Company’s former partner, Takeda Pharmaceutical Company Limited (“Takeda”), in
October 2014. In addition, the Company has experienced losses since its inception, and as of June 30, 2016, had an accumulated deficit of $668.3 million.
The Company expects to continue to incur losses for at least the next several years. Successful transition to attaining profitable operations is dependent upon
achieving a level of revenues adequate to support the Company’s cost structure, and until that time, the Company may need to continue to raise additional
equity or debt financing.
Basis of Presentation
The Company has prepared the accompanying unaudited consolidated financial statements in accordance with accounting principles generally
accepted in the United States for interim financial information and with the instructions to Form 10-Q and Article 10-01 of Regulation S-X. Accordingly, they
do not include all of the information and disclosures required by generally accepted accounting principles for complete financial statements. In the opinion
of management, the accompanying unaudited financial statements reflect all adjustments, which include only normal recurring adjustments, necessary to
present fairly the Company’s interim financial information. The consolidated financial statements of the Company include the accounts of the Company and
its wholly-owned subsidiaries. All intercompany transactions and balances have been eliminated in consolidation.
The financial statements of the Company’s foreign subsidiary with a functional currency other than the U.S. dollar are translated into U.S. dollars using
period-end exchange rates for assets and liabilities, historical exchange rates for stockholders’ equity and weighted average exchange rates for operating
results. Translation gains and losses are included in accumulated other comprehensive income (loss) in stockholders’ equity. Foreign currency transaction
gains and losses are included in the results of operations in other income and expense.
The balance sheet as of December 31, 2015 has been derived from the audited financial statements as of December 31, 2015 but does not include all
information and footnotes required by U.S. generally accepted accounting principles for complete financial statements. For more complete financial
information, the accompanying unaudited consolidated financial statements and notes thereto should be read in conjunction with the audited financial
statements for the year ended December 31, 2015 included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2015.
Reverse Stock Split
In July 2016, the Orexigen Board of Directors and stockholders approved a 1-for-10 reverse stock split of all of the outstanding shares of Orexigen’s
common stock. On the effective date (July 12, 2016) of the reverse stock split, every 10 shares of the Company’s issued and outstanding common stock, par
value $0.001, was consolidated into one outstanding share of common stock, par value $0.001. The reverse stock split reduced the number of shares of the
Company’s outstanding common stock from approximately 145.9 million to approximately 14.6 million. Proportional adjustments were made to the
Company’s outstanding convertible debt, stock options, warrants, and equity incentive plan. The effect of this event has been reflected in all the share
quantities and per share amounts in these financial statements. The shares of common stock authorized remained at 300 million shares and retained a par
value of $0.001.
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2. Summary of Significant Accounting Policies
Research and Development Costs
All research and development costs are charged to expense as incurred and consist principally of costs related to clinical trials, license fees and salaries
and related benefits. Clinical trial costs are a significant component of research and development expenses. These costs are accrued based on estimates of
work performed, and require estimates of total costs incurred based on patients enrolled, progress of clinical studies and other events. Clinical trial costs are
subject to revision as the trials progress and revisions are charged to expense in the period in which they become known.
Revenue Recognition
Prior to the revised multiple element and milestone method of revenue recognition guidance adopted by the Company on January 1, 2011,
nonrefundable, up-front license fees and milestone payments with standalone value that are not dependent on any future performance by the Company under
the agreements were recognized as revenue upon the earlier of when payments were received or collection was assured, but were deferred if the Company had
continuing performance obligations. If the Company had continuing involvement through contractual obligations under such agreements, such up-front fees
were deferred and recognized over the period for which the Company continued to have a performance obligation.
Effective January 1, 2011, for multiple element agreements entered into or materially modified after December 31, 2010, the Company follows the
provisions of Accounting Standards Update (“ASU”) No. 2009-13. In order to account for the multiple-element arrangements, the Company identifies the
deliverables included within the agreement and evaluates which deliverables represent separate units of accounting. Analyzing the arrangement to identify
deliverables requires the use of judgment, and each deliverable may be an obligation to deliver services, a right or license to use an asset, or another
performance obligation. A delivered item is considered a separate unit of accounting when the delivered item has value to the partner on a standalone basis
based on the consideration of the relevant facts and circumstances for each arrangement. Factors considered in this determination include the research
capabilities of the partner and the availability of research expertise in this field in the general marketplace. Arrangement consideration is allocated at the
inception of the agreement to all identified units of accounting based on their relative selling price. The relative selling price for each deliverable is
determined using vendor-specific objective evidence (“VSOE”) of selling price or third-party evidence of selling price if VSOE does not exist. If neither
VSOE nor third-party evidence of selling price exists, we use our best estimate of the selling price for the deliverable. The amount of allocable arrangement
consideration is limited to amounts that are fixed or determinable. The consideration received is allocated among the separate units of accounting, and the
applicable revenue recognition criteria are applied to each of the separate units. Changes in the allocation of the sales price between delivered and
undelivered elements can impact revenue recognition but do not change the total revenue recognized under any agreement. Upfront license fee payments are
recognized upon delivery of the license if facts and circumstances dictate that the license has standalone value from the undelivered items, which generally
include research and development services and the manufacture of drug products, the relative selling price allocation of the license is equal to or exceeds the
upfront license fee, persuasive evidence of an arrangement exists, the Company’s price to the partner is fixed or determinable, and collectability is reasonably
assured.
Upfront license fee payments are deferred if facts and circumstances dictate that the license does not have standalone value. The determination of the
length of the period over which to defer revenue is subject to judgment and estimation and can have a material impact on the amount of revenue recognized
in a given period.
The Company accounts for milestone payments under its agreements using the Milestone Method of accounting. The Company recognizes
consideration that is contingent upon the achievement of a milestone in its entirety as revenue in the period in which the milestone is achieved only if the
milestone is substantive in its entirety. A milestone is considered substantive when it meets all of the following three criteria: 1) the consideration is
commensurate with either the entity’s 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 the entity’s performance to achieve the milestone, 2) the consideration relates solely to past performance, and 3) the consideration is
reasonable relative to all of the deliverables and payment terms within the arrangement. A milestone is defined as an event (i) that can only be achieved based
in whole or in part on either the entity’s performance or on the occurrence of a specific outcome resulting from the entity’s performance, (ii) for which there is
substantive uncertainty at the date the arrangement is entered into that the event will be achieved and (iii) that would result in additional payments being due
to the Company. Any milestone payments that do not satisfy these revenue recognition criteria are recorded over the remaining life of the agreements with a
cumulative catch up adjustment for the portion of the milestone earned from the inception of the agreement to the expected term of the agreement. The excess
of the milestone paid and the amount recognized in the cumulative catch up adjustment is recorded as deferred revenue and recognized over the remaining
expected term of the agreement.
8
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Royalties to be received based on sales of the Company’s licensed products by partners are recognized as earned.
The Company recognizes product revenue when all four of the following criteria are met: (i) persuasive evidence that an arrangement exists;
(ii) delivery of the products and/or services has occurred; (iii) the selling price is fixed or determinable; and (iv) collectability is reasonably assured.
Specifically, net product revenue from the sale of Contrave/Mysimba is generally recognized upon transfer of title of the product to our third-party customers.
Inventory
Inventories are stated at the lower of cost (using a first-in, first-out basis) or market. Inventory costs including raw materials and finished goods that
may be associated with its products prior to regulatory approval are charged to research and development expense prior to such approval on a countryspecific basis.
Fair Value Option
The Company has elected the fair value option to account for its convertible notes that were issued during the quarter ended March 31, 2016 and
records these convertible notes at fair value with changes in fair value recorded in the statement of operations. As a result of applying the fair value option,
direct costs and fees related to the convertible notes were recognized in earnings as incurred and not deferred.
Preferred Stock
Preferred shares subject to mandatory redemption (if any) are classified as liability instruments and are measured at fair value. The Company classifies
conditionally redeemable preferred shares, which includes preferred shares that feature redemption rights that are either within the control of the holder or
subject to redemption upon the occurrence of uncertain events not solely within the Company’s control, as temporary equity. At all other times, the Company
classifies its preferred shares in stockholders’ equity. Similar in nature to a redemption right, the Company’s Series Z Preferred Stock features a contingent
right to receive payment from the Company in the event of certain fundamental changes, some of which are not within the Company’s control. Accordingly,
the Series Z Preferred Stock is presented as a component of temporary equity.
Accounting for Warrants at Fair Value
The Company classifies as liabilities any contracts that (i) require net-cash settlement (including a requirement to net-cash settle the contract if an
event occurs and if that event is outside the control of the Company) or (ii) gives the counterparty a choice of net-cash settlement or settlement in shares
(physical settlement or net-share settlement).
The Company assessed the classification of warrants issued in 2016 and associated with the 2016 convertible notes as of the date of the offering and
determined that such instruments met the criteria for liability classification. Accordingly, the Company classified the warrants issued in 2016 as a liability at
their fair value and adjusts the instruments to fair value at each balance sheet date until the warrants are exercised or expired. Any change in the fair value of
the warrants is recognized as “change in fair value of financial instruments” in the consolidated statements of operations.
Prepaid Purchase Price – Contrave
In March 2016, the Company entered into a separation agreement with Takeda which will result in our acquisition of the Contrave business held by
Takeda on August 1, 2016. The Company will record this transaction as a business combination in the quarter ended September 30, 2016 (see Note 11 for
further details). The Company accounted for the $60 million paid to Takeda as a prepaid noncurrent asset, as control of the business has not transferred to the
Company.
9
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Restricted Cash and Investments
Any cash that is legally restricted from use is recorded in restricted cash on the balance sheets. The convertible senior secured notes due 2020 as
executed in March 2016 (See Note 10) requires the Company to maintain a minimum account balance which is considered to be restricted cash and
investments. The required restricted cash and investment amounts are $165.0 million, $100.0 million and $50.0 million until December 21, 2016, March 21,
2017 and June 21, 2017, respectively. The restricted cash and investments balance was $165.3 million and $138,000 on June 30, 2016 and December 31,
2015, respectively.
Recently Issued Accounting Standards
In May 2014, the FASB issued Accounting Standards Update (ASU) No. 2014-09, Revenue from Contracts with Customers (Topic 606), which outlines
a comprehensive revenue recognition model and supersedes most current revenue recognition guidance. The new standard requires a company to recognize
revenue upon transfer of goods or services to a customer at an amount that reflects the expected consideration to be received in exchange for those goods or
services. ASU 2014-09 defines a five-step approach for recognizing revenue, which may require a company to use more judgment and make more estimates
than under the current guidance. In March 2016, the FASB issued an amendment to clarify the implementation guidance around considerations of whether an
entity is a principal or an agent, impacting whether an entity reports revenue on a gross or net basis. In April 2016, the FASB issued an amendment to clarify
guidance on identifying performance obligations and the implementation guidance on licensing. In May 2016, the FASB issued amendments to certain
aspects of the new revenue guidance (including transition, collectability, noncash consideration and the presentation of sales and other similar taxes) and
provided certain practical expedients. The new standard will be effective for the Company starting in the first quarter of fiscal 2018; early adoption as of
January 1, 2017 is permitted. The Company is in the process of evaluating the transition methods as well as the effects the adoption will have on its
consolidated financial statements.
In April 2015, the FASB issued ASU No, 2015-03, Interest—Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance
Costs, which simplifies the presentation of debt issuance costs by requiring debt issuance costs to be presented as a deduction from the corresponding debt
liability, consistent with the presentation of debt discounts or premiums. Previous guidance generally required entities to present debt issue costs separately
as deferred charges. The Company adopted the new guidance in the first quarter of 2016, and prior year amounts were reclassified to conform to the current
year presentation. The adoption of this guidance resulted in the reclassification of approximately $259,000 of unamortized debt issuance costs principally
from other noncurrent assets to a reduction of long term debt on our consolidated balance sheet as of December 31, 2015. At June 30, 2016, debt issuance
costs of approximately $235,000 were netted against long term debt on our consolidated balance sheet under the new guidance.
In August 2014, the FASB issued ASU No. 2014-15, Presentation of Financial Statements—Going Concern (Subtopic 205-40): Disclosure of
Uncertainties about an Entity’s Ability to Continue as a Going Concern, which requires management to evaluate whether there is substantial doubt about an
entity’s ability to continue as a going concern and provide related footnote disclosures. ASU No. 2014-15 will be effective for the Company for the year
ended December 31, 2016 and for interim reporting periods thereafter. The adoption of this new standard is not expected to have a significant impact on the
consolidated financial statements.
In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments—Overall (Subtopic 825-10): Recognition and Measurement of Financial
Assets and Liabilities. ASU No. 2016-01 requires several targeted changes including that equity investments (except those accounted for under the equity
method of accounting, or those that result in consolidation of the investee) be measured at fair value with changes in fair value recognized in net income. In
addition, the new guidance requires an entity that has elected the fair value option for a financial liability to present separately in other comprehensive
income the portion of the total change in the fair value of the liability resulting from a change in the instrument-specific credit risk. The new guidance also
changes certain disclosure requirements and other aspects of current U.S. GAAP. Amendments are generally to be applied as a cumulative-effect adjustment to
the balance sheet as of the beginning of the fiscal year of adoption. ASU No. 2016-01 is effective for fiscal years, and interim periods within those years,
beginning after December 15, 2017. Early adoption is not permitted with the exception of the provision addressing instrument-specific credit risk related to
financial liabilities recorded at fair value under the fair value option. We are currently in the process of evaluating the impact of adoption of ASU No. 201601 on the consolidated financial statements and related disclosures.
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). ASU No. 2016-2 requires an entity to recognize right-of-use assets and lease
liabilities on its balance sheet for all leases and to disclose key information about leasing arrangements. Lessees and lessors are required to disclose
qualitative and quantitative information about leasing arrangements to enable a user of the financial statements to assess the amount, timing and uncertainty
of cash
10
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flows arising from leases. ASU No. 2016-02 is effective for fiscal years, and interim periods within those years, beginning after December 15, 2018. Early
adoption is permitted. The Company currently in the process of evaluating the impact of adoption of ASU No. 2016-02 on the consolidated financial
statements and related disclosures.
In March 2016, the FASB issued ASU No. 2016-09, “Compensation – Stock Compensation (Topic 718): Improvements to Employee Share-Based
Payment Accounting” (“ASU 2016-09”). The amendment is to simplify several aspects of the accounting for share-based payment transactions including the
income tax consequences, classification of awards as either equity or liabilities, and classification on the statement of cash flows. The amendments in ASU
2016-09 are effective for interim and annual reporting periods beginning after December 15, 2016. The Company is currently assessing the impact of ASU
2016-09 on the consolidated financial statements and related disclosures.
3. Net Loss per Share
Basic earnings per share (“EPS”) is calculated by dividing the net income or loss available to common stockholders by the weighted average number of
common shares outstanding for the period, without consideration for common stock equivalents. Diluted EPS is computed by dividing the net income or loss
available to common stockholders by the weighted average number of common shares outstanding for the period and the weighted average number of
dilutive common stock equivalents outstanding for the period determined using the treasury-stock method or if converted method.
For purposes of this calculation, options, warrants and shares underlying convertible notes are considered to be common stock equivalents and are only
included in the calculation of diluted earnings per share when their effect is dilutive.
(In thousands, except per share amounts)
Three Months Ended
June 30,
2016
2015

Numerator:
Net loss

$(25,230)

Denominator:
Basic and diluted weighted average shares of common stock outstanding
Basic and diluted net loss per share

14,566
$

Potentially outstanding anti-dilutive securities not included in diluted net loss per
share calculation include the following:
Shares underlying convertible senior notes
Common stock options outstanding

11

$(22,504)

(1.73)

1,404
2,289
3,693

Six Months Ended
June 30,
2016
2015

$(47,578)

12,519
$

(1.80)

1,404
1,914
3,318

$(39,737)

14,561
$

(3.27)

1,404
2,289
3,693

12,454
$

(3.19)

1,404
1,914
3,318
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4. Investment Securities, Available-for-Sale
The Company invests its excess cash in investment securities, including debt instruments of financial institutions, corporations with investment grade
credit ratings and government agencies. Investment securities, available-for-sale, consisted of the following at June 30, 2016 and December 31, 2015 (in
thousands):
June 30, 2016
Maturity in
Years

U.S. government agency securities
U.S. Treasury securities
Corporate debt securities
Total investment securities

Amortized Cost

Less than 1
Less than 1
Less than 1
$

12,231
140,166
3,740
156,137

Unrealized
Gains
Losses

Fair Value

5
43
1
$ 49

12,236
140,209
3,741
$156,186

—
—
—
$—

December 31, 2015
Maturity in
Years

U.S. government agency securities
Corporate debt securities
U.S. Treasury securities
Total investment securities

Less than 1
Less than 1
Less than 1

Amortized Cost

$

$

36,748
9,803
12,046
58,597

Unrealized
Gains
Losses

Fair Value

$ 7
$—
—
$ 7

$ 36,743
9,801
12,045
$ 58,589

$ (12)
$ (2)
(1)
$ (15)

A portion of the investments at June 30, 2016 are restricted investments as described in Note 2. Gross realized gains and losses on available-for-sale securities
were immaterial during the three and six months ended June 30, 2016 and 2015.
5. Fair Value Measurements
The fair values of the Company’s financial instruments are estimated and classified using a hierarchal disclosure framework based upon the level of
subjectivity of the inputs used in measuring assets and liabilities. The following table presents information about the Company’s financial assets and
liabilities measured at fair value on a recurring basis as of June 30, 2016, and indicates the fair value hierarchy of the valuation techniques utilized by the
Company to determine such fair value. In general, fair values determined by Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical
assets or liabilities that the Company has the ability to access. The Company classifies money market funds as Level 1 assets. Fair values determined by
Level 2 inputs utilize inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. Level 2
inputs include quoted prices for similar assets and liabilities in active markets, and inputs other than quoted prices that are observable for the asset or
liability, such as interest rates and yield curves that are observable at commonly quoted intervals. The Company classifies commercial paper holdings, U.S.
Treasury securities, U.S. government agency securities and asset-backed security holdings as Level 2 assets. Level 3 inputs are unobservable inputs for the
assets or liabilities, and include situations where there is little, if any, market activity for the asset or liability. In certain cases, the inputs used to measure fair
value may fall into different levels of the fair value hierarchy. In such cases, the level in the fair value hierarchy within which the fair value measurement in
its entirety falls has been determined based on the lowest level input that is significant to the fair value measurement in its entirety. The Company’s
assessment of the significance of a particular input to the fair value measurement in its entirety requires judgment, and considers factors specific to the asset
or liability.
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Assets and liabilities measured at fair value on a recurring basis at June 30, 2016 are shown below (in thousands):

Description

Assets:
Money market funds
U.S. government agency securities
U.S. Treasury securities
Corporate debt securities
Total assets measured at fair value
Liabilities:
Convertible debt
Warrants
Total liabilities measured at fair value

Balance as of
June 30, 2016

Fair Value Measurement at Reporting Date Using
Quoted Prices
in Active
Markets for
Significant Other
Significant
Identical Assets
Observable Inputs
Unobservable
(Level 1)
(Level 2)
Inputs (Level 3)

$

87,149
147,440
5,006
3,740
243,335

$

116,300
33,100
149,400

$

$
$
$

$

$

87,149
—
—
—
87,149
—
—
—

$

$
$
$

—
147,440
5,006
3,740
156,186
—
—
—

$

$
$
$

—
—
—
—
—
116,300
33,100
149,400

There were no transfers between Levels 1, 2 or 3 during the three and six months ended June 30, 2016 and June 30, 2015.
The following table presents additional information about Level 3 liabilities measured at fair value. Both observable and unobservable inputs may be
used to determine the fair value of positions that the Company has classified within the Level 3 category. As a result, the unrealized gains and losses for
liabilities within the Level 3 category may include changes in fair value that were attributable to both observable (e.g., changes in market interest rates) and
unobservable (e.g., changes in unobservable long-dated volatilities) inputs. There was no change in the fair values of the convertible debt or warrant
liabilities for the three months ended March 31, 2016.
Changes in Level 3 liabilities measured at fair value for the three months ended June 30, 2016 (in thousands):
Convertible Debt—March 31, 2016
Change in fair value of convertible debt (recognized in earnings)
Convertible debt at fair value – June 30, 2016

$120,000
(3,700)
$116,300

Warrant Liabilities – March 31, 2016
Change in fair value of warrant liability (recognized in earnings)
Fair value of warrant liability—June 30, 2016

$ 41,000
(7,900)
$ 33,100

In March 2016, the Company issued $165.0 million in aggregate principal amount of 0.0% convertible senior notes, which included the principal
amount of the convertible note, a conversion feature, warrant coverage, and preferred shares.
To measure the fair value of the principal amount, the Company used an income approach, discounting the principal amount due under the convertible
note by market interest rates by potential scenario. To measure the fair value of the conversion feature of the convertible note, a Black-Scholes option pricing
model was utilized. The Black-Scholes option pricing model utilized the following assumptions: (i) expected term; (ii) common stock price; (iii) risk-free
interest rate; and (iv) expected volatility. Assumptions used in the estimates represent what market participants would use in pricing the liability components,
including market interest rates, credit standing, yield curves, volatilities, and risk-free rates, all of which are defined as Level 2 observable inputs. The
estimated implied interest rates were applied to the principal amount of the convertible note by scenario and were weighted based on the probability of each
scenario occurring. The estimated volatilities and the risk-free rates were incorporated into the Black-Scholes option pricing models for the conversion
feature of the convertible note by scenario and were weighted based on the probability of each scenario occurring. Scenarios and probabilities were based on
Company management estimates and were incorporated into the determination of the fair values of the principal amount and the conversion feature of the
convertible note.
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To measure the fair value of the warrant coverage component, a Black-Scholes option pricing model was utilized. The Black-Scholes option pricing
model utilized the following assumptions: (i) expected term; (ii) common stock price; (iii) risk-free interest rate; and (iv) expected volatility. Assumptions
used in the estimates represent what market participants would use in pricing the component, including volatilities and risk-free rates, which are defined as
Level 2 observable inputs. The estimated volatilities and the risk-free rates were incorporated into the Black-Scholes option pricing models for the warrants
by scenario and were weighted based on the probability of each scenario occurring. Scenarios and probabilities were based on Company management
estimates and were incorporated into the determination of the fair value of the warrant coverage.
The fair values of the principal amount of the convertible note, the conversion feature of the convertible note and the warrant coverage were impacted
by certain unobservable inputs, most significantly with regards to the discount rates, probabilities of certain scenarios occurring, expected volatility, share
price performance, and expected scenario timing. Significant changes to these inputs in isolation could result in a significantly different fair value
measurement.
6. Inventory
Inventory consists of the following (in thousands):

Raw materials
Work in process
Finished goods

June 30,
2016

December 31,
2015

$ 7,817
571
3,070
$11,458

$

$

8,619
708
1,475
10,802

7. Property and Equipment
Property and equipment consist of the following (in thousands):

Furniture and fixtures
Computer equipment and software
Leasehold improvements
Manufacturing equipment
Asset under construction
Less accumulated depreciation and amortization

Useful Life
In Years

June 30,
2016

December 31,
2015

5
3 to 5
5
5

$ 1,202
1,180
644
663
98
3,787
(2,410)
$ 1,377

$

$

1,202
553
644
664
437
3,500
(2,216)
1,284

8. Accrued Expenses
Accrued expenses consist of the following (in thousands):

Accrued compensation related expenses
Inventory received, not invoiced
Accrued income taxes
Accrued marketing and market research expenses
Accrued research and development expenses
Accrued interest on convertible notes
Accrued legal and professional expenses
Other accrued expenses
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June 30,
2016

December 31,
2015

$ 3,397
1,089
—
3,669
788
263
859
486
$10,551

$

$

4,115
2,032
1,346
559
889
264
353
765
10,323
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9. Stock-Based Compensation
Total stock-based compensation expense recognized during the three and six months ended June 30, 2016 and 2015 was comprised of the following
(in thousands):
Three Months Ended
June 30,
2016
2015

Cost of goods sold
Selling, general and administrative
Research and development

$
51
$ 1,652
608
$ 2,311

$
—
$ 3,618
1,213
$ 4,831

Six Months Ended
June 30,
2016
2015

$ 51
$3,474
1,578
$5,103

$ —
$6,580
2,359
$8,939

The fair value of each option award is estimated on the date of grant using the Black-Scholes option valuation model. The following weighted-average
assumptions were utilized for the calculations during each period:
Three Months Ended
June 30,
2016
2015

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

5.8
94.7%
1.4%
—

5.6
93.9%
1.9%
—

Six Months Ended
June 30,
2016
2015

5.8
94.7%
1.5%
—

5.6
93.9%
1.5%
—

The Company granted an aggregate of 340,000 performance-vesting stock units (PSUs) to certain employees during the three months ended March 31, 2016.
These PSUs are subject to vesting in 20% installments over five years from the date of grant but will only be earned during such five-year period if predetermined share price hurdles with respect to the price of the Company’s common stock are attained. The expense associated with these awards is being
recognized over the anticipated service period.
10. Convertible Debt
0% Convertible Senior Secured Notes due 2020
On March 21, 2016, the Company closed an offering (the “Offering”) of $165.0 million aggregate principal amount of 0% Convertible Senior Secured
Notes due 2020 (the “2016 Notes”) and related warrants (“Warrants”) to purchase up to 21,999,999 shares of the Company’s common stock, par value $0.001
per share (“Common Stock”), and 219,994 shares of Series Z Non-Convertible Non-Voting Preferred Stock, par value $0.001 per share (the “Series Z Preferred
Stock” and, together with the 2016 Notes, Warrants and Common Stock underlying the 2016 Notes and Warrants, the “Securities”) to qualified institutional
buyers and accredited investors (the “Purchasers”) pursuant to a securities purchase agreement, dated March 15, 2016 (the “Securities Purchase Agreement”),
by and among the Company and the Purchasers. The Offering was led by funds managed by The Baupost Group, L.L.C. (collectively, “Baupost”), which,
prior to the Offering, was the holder of approximately 18.1% of the Company’s outstanding Common Stock.
The 2016 Notes will mature on July 1, 2020, unless earlier repurchased, redeemed or converted in accordance with the Indenture. The 2016 Notes shall
only be convertible (without regard into shares of Common Stock of the Company at the Conversion Rate. In the event of a change of control transaction at
any time, the 2016 Notes will be convertible for a period beginning on the closing of such change of control transaction and ending 35 Trading Days after
the closing of such transaction.
The Conversion Rate was initially 1,333.33 shares of Common Stock for each $1,000 principal amount of 2016 Notes, which represented an initial
conversion price of $0.75 per share of Common Stock. Following the reverse stock split of our common stock in July 2016, the Conversion Rate is 133.333
shares of Common Stock for each $1,000 principal amount of 2016 Notes, which represents a conversion price of $7.50 per shares of Common Stock. The
Conversion Rate and the corresponding conversion price will be subject to further adjustment for certain events, but will not be adjusted for accrued and
unpaid interest.
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If one or more Events of Default occurs then unless the principal of all of the 2016 Notes shall have already become due and payable, either the Trustee
or the holders of at least 25% in aggregate principal amount of the 2016 Notes then outstanding, by notice in writing to the Company (and to the Trustee if
given by holders), may declare 100% of the principal of, and accrued and unpaid interest, if any, on, all the 2016 Notes to be due and payable immediately,
and upon any such declaration the same will become and will automatically be immediately due and payable. If an Event of Default resulting from a
voluntary or involuntary liquidation, reorganization, or other relief occurs and is continuing, 100% of the principal of, and accrued and unpaid interest, if
any, on, all 2016 Notes shall become and shall automatically be immediately due and payable.
Upon the occurrence of certain fundamental changes or adverse events related to the regulatory approval for, commercialization of, and net sales of
Contrave, as described in the Indenture, holders of the 2016 Notes will, at their option, have the right to require the Company to repurchase for cash all or a
portion of their 2016 Notes at a repurchase price equal to 100% of the aggregate principal amount of 2016 Notes. The 2016 Notes were not redeemable by the
Company, in whole or in part, prior to the receipt of Stockholder Approval, which the Company obtained at its 2016 annual meeting of stockholders in July
2016. From and after the receipt of Stockholder Approval, the 2016 Notes will not be redeemable, in whole or in part, without the consent of the holders of
not less than 70% in aggregate principal amount of the 2016 Notes at the time outstanding.
In March 2016, the Company entered into a Security Agreement by and among the Company, the guarantors party thereto from time to time and U.S.
Bank National Association, as the collateral agent, pursuant to which the Company granted a first-priority security interest in substantially all of the
Company’s current and future assets, subject to customary exclusions, to secure the Company’s obligations under the Indenture. The security interests shall
be released once less than 25% of the original principal amount of 2016 Notes issued on the date of the Indenture remains outstanding.
The Purchasers received Warrants exercisable for a number of shares of Common Stock equal to the aggregate principal amount of the 2016 Notes
acquired by the Purchasers, multiplied by the Conversion Rate. The exercise price of the Warrants was initially $1.50 per share (the “Exercise Price”), which
was adjusted to $15.00 per share following the reverse stock split of the Common Stock, and the Warrants expire on September 21, 2026. From and after the
date that the Company obtains Stockholder Approval, the Warrants became only exercisable for a number of shares of Common Stock of the Company at the
Exercise Price. In the event of a change of control transaction at any time, the Warrants will be exercisable for a period beginning on closing of such change
of control transaction and ending 35 days after such transaction. Given the cash settlement features described above the warrants were classified as liabilities
and measured at fair value of $33.1 million as of June 30, 2016.
Due to the complexity and number of embedded features within the convertible note and as permitted under accounting guidance, the Company
elected to account for the convertible notes and all the embedded features (collectively, the “hybrid instrument”) under the fair value option. The Company
recognizes the convertible debt at fair value rather than at historical cost with changes in fair value recorded in the consolidated statements of
operations. Direct costs and fees incurred to issue the convertible notes were recognized in earnings as incurred and not deferred. On the initial measurement
date of March 21, 2016, the fair value of the hybrid instrument was estimated at $120.0 million, which was $45.0 million lower than the principal amount of
$165.0 million. Upfront costs and fees related to items for which the fair value option is elected was $5.3 million and was recorded as a component of selling,
general and administrative expense for the six months ended June 30, 2016.
In connection with the Offering the Company issued 219,994 shares of Series Z Non-Convertible Non-Voting Preferred Stock, par value $0.001 per
share (the “Series Z Preferred Stock”).
The Series Z Preferred Stock is not convertible and does not pay or accrete dividends. The Series Z Preferred Stock is entitled to a liquidation
preference upon a Fundamental Change, which includes a change of control. Upon a Fundamental Change, the Company must pay each holder an amount
equal to the lesser of (i) the amount by which $975 exceeds the amount received by holders of each 1,000 shares of Common Stock (which reflects an
adjustment for the reverse stock split and is subject to further adjustment for future stock splits, dividends, etc.) and (ii) $225; provided however that, if $975
does not exceed the amount received by holders of each 100 shares of Common Stock (which reflects an adjustment for the reverse stock split and is subject
to further adjustment for future stock splits, dividends, etc.), then the Fundamental Change Amount will be $0.
16

Table of Contents

The Series Z Preferred Stock expires on the earlier to occur of (a) December 31, 2020 or (b) upon receipt of the consent of the holders of at least seventy
percent (70%) of the outstanding shares of Series Z Preferred Stock, voting as a separate class. Expiration requires no cash outlay by the Company. The Series
Z Preferred Stock is classified outside of permanent equity, since all of the contingent events requiring payment are not solely within the Company’s control.
The gross proceeds received on March 21, 2016, in the Offering, net of fees paid directly to the note holders, were be allocated to the initial fair value of the
Warrants and Notes with the residual amount of approximately $3.3 million allocated to the Series Z Preferred Stock.
2.75% Convertible Senior Notes due 2020
In December 2013, the Company issued $115.0 million in aggregate principal amount of 2.75% convertible senior notes due 2020 (“2013 Notes”) in
an offering to qualified institutional buyers conducted in accordance with Rule 144A under the Securities Act of 1933, as amended. Debt issuance costs of
approximately $488,000 were primarily comprised of legal, accounting and other professional fees, the majority of which were recorded as a reduction to the
2013 Notes on the consolidated balance sheet and are being amortized to interest expense over the seven-year term of the 2013 Notes.
The Company has the option to settle the 2013 Notes through payment or delivery, as the case may be, of cash, shares of the Company’s common stock
or a combination thereof, at the Company’s election. The conversion rate for the 2013 Notes was initially 122.1225 shares per $1,000 principal amount,
which is equivalent to an initial conversion price of approximately $8.19 per share of common stock, and is subject to adjustment under the terms of the 2013
Notes. As a result of the reverse stock split of our Common Stock, the conversion rate for the 2013 Note is currently 12.21225 shares per $1,000 principal
amount, which is equivalent to a conversion price of approximately $81.88 per share of common stock, and is subject to further adjustment under the terms of
the 2013 Notes.
The 2013 Notes will mature on December 1, 2020, unless earlier repurchased or converted in accordance with their terms prior to such date. Prior to the
close of business on the business day immediately preceding September 1, 2020, holders may convert all or a portion of their 2013 Notes only under the
following circumstances: (1) during any fiscal quarter commencing after March 31, 2014, if, for at least 20 trading days (whether or not consecutive) during
the 30 consecutive trading day period ending on the last trading day of the immediately preceding fiscal quarter, the last reported sale price of the
Company’s common stock on such trading day is greater than or equal to 130% of the applicable conversion price on such trading day; (2) during the five
consecutive business day period immediately following any ten consecutive trading day period (the “measurement period”) in which, for each trading day of
that measurement period, the trading price per $1,000 principal amount of notes for such trading day was less than 98% of the product of the last reported sale
price of the Company’s common stock on such trading day and the applicable conversion rate on such trading day, or (3) upon the occurrence of specified
corporate transactions. On and after September 1, 2020 until the close of business on the business day immediately preceding the maturity date, holders may
convert all or a portion of their 2013 Notes at any time, regardless of the foregoing circumstances. Holders of the Notes will have the right to require the
Company to repurchase all or some of their Notes at 100% of their principal amount, plus any accrued and unpaid interest, upon the occurrence of certain
events.
The Company pays 2.75% interest per annum on the principal amount of the 2013 Notes semi-annually in arrears in cash on June 1 and December 1 of
each year. If a designated event, as defined in the indenture for the 2013 Notes, including, but not limited to, a change in control, certain mergers or
liquidation, occurs prior to the maturity date, subject to certain limitations, holders of the Notes may require the Company to repurchase all or a portion of
their 2013 Notes for cash at a repurchase price equal to 100% of the principal amount of the 2013 Notes to be repurchased, plus any accrued and unpaid
interest to, but excluding, the repurchase date.
The Company accounts separately for the liability and equity components of the 2013 Notes in accordance with authoritative guidance for convertible
debt instruments that may be settled in cash upon conversion. The guidance requires the carrying amount of the liability component to be estimated by
measuring the fair value of a similar liability that does not have an associated conversion feature. Because the Company has no outstanding non-convertible
public debt, the Company determined that senior, unsecured corporate bonds traded on the market represent a similar liability to the 2013 Notes without the
conversion option. The Company estimated the implied interest rate of its 2013 Notes to be 8.69%, assuming no conversion option. Assumptions used in the
estimate represent what market participants would use in pricing the liability component, including market interest rates, credit standing, and yield curves, all
of which are defined as Level 2 observable inputs. The estimated implied interest rate was applied to the 2013 Notes, which resulted in a fair value of the
liability component of $79.7 million upon issuance, calculated as the present value of implied future payments based on the $115.0 million in aggregate
principal amount. The $31.3 million difference between the cash proceeds and the estimated fair value of the liability component was recorded in additional
paid-in capital as the 2013 Notes were not considered redeemable.
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A summary of the liability and equity components of the 2013 Notes is as follows at June 30, 2016 and December 31, 2015 (in thousands):
June 30,
2016

December 31,
2015

Principal amount of senior convertible notes outstanding
Unamortized discount of liability component
Unamortized debt issuance costs
Long term convertible debt

$ 115,000
(24,623)
(235)
$ 90,142

$

Carrying value of equity component, net of issuance costs
Remaining amortization period of discount on the liability component

$ 31,178
4.5 years

$

$

115,000
(26,871)
(259)
87,870
31,178
5.0 years

11. Technology, License and Distribution Agreements
Takeda Pharmaceutical Company Limited
In September 2010, the Company entered into a collaboration agreement with Takeda to develop and commercialize Contrave (formerly referred to as
NB32) in the United States, Canada and Mexico. Effective in September 2013, the Company and Takeda entered into an amendment to the collaboration
agreement pursuant to which Takeda assumed from the Company the responsibility to package Contrave for commercial sale in the United States, Canada
and Mexico. Under the terms of the original collaboration agreement, the Company received from Takeda a nonrefundable upfront cash payment of $50.0
million and additional payments totaling $100.0 million that were achieved between the execution of the collaboration agreement and the first commercial
sale of Contrave in the United States. The Company was eligible to receive additional payments of over $1.0 billion upon achieving certain anniversary,
regulatory/development and sales-based milestones. The Company was also eligible to receive tiered royalty payments ranging from a minimum of 20% to a
maximum of 35%, subject to customary reductions, on increasing levels of net sales in the United States.
In July 2015, the Company entered into an amended and restated collaboration agreement with Takeda (the “Restated Collaboration Agreement”)
which amends and restates the original agreement that the parties entered into in September 2010. The Restated Collaboration Agreement is substantially the
same as the prior agreement subject to the following key changes:
(a) The territory covered by the collaboration is revised to only include the United States, returning all rights for the countries of Mexico and Canada
to the Company.
(b) The responsibilities for the costs of development activities for Contrave from and after August 1, 2015 have been restructured.
(i) The Company is responsible for the cost of the randomized, double-blind, placebo-controlled cardiovascular outcomes clinical trial (the
“CVOT”) to be conducted by Takeda up to the currently-projected total cost of such CVOT, above which the parties will generally share the
costs of such CVOT equally, with certain exceptions.
(ii) Takeda will be responsible for 100% of remaining costs for the terminated Light Study.
(iii) Takeda and the Company will be responsible for 75% and 25% of expenses, respectively, of any other post-approval development costs,
including all other post-marketing requirement studies other than the CVOT.
(c) The Company will now be eligible to receive up to an additional $105 million of potential milestone payments upon achievement of a combination
of factors related to superiority claims reflected in approved labeling for Contrave, a lack of generic competition and net sales.
The termination provisions of the Restated Agreement were not changed from the prior agreement. In addition to the Restated Collaboration
Agreement, the parties also simultaneously agreed to a mutual release to, among other things, any claims or potential claims related to the prior dispute
among the parties.
The upfront payment of $50.0 million was determined not to have standalone value and was deferred and is being recognized over the estimated term
of the agreement of 14.5 years. In addition to the upfront payment, the Company earned milestones of $30.0 million for the FDA approval of Contrave and for
delivery of launch supplies to Takeda in 2014. This milestone payment was determined to meet the definition of a substantive milestone and was recognized
at
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the time the milestone was earned. Also, in October 2014, the Company earned and was paid a $70.0 million milestone for the shipment of Contrave, by
Takeda, to pharmacy wholesalers in preparation for the commercial launch. This milestone payment was determined to not meet the definition of a
substantive milestone. As a result, the Company recognized $20.8 million in 2014 and deferred $49.2 million which was to be recognized over the remaining
estimated life of the agreement.
In March 2016, the Company entered into a separation agreement with Takeda (the “Separation Agreement”), which will terminate the Restated
Collaboration Agreement between the Company and Takeda, and the manufacturing services agreement between the Company and Takeda in September
2016. We anticipate terminating the Restated Collaboration Agreement, effective as of August 1, 2016. The Separation Agreement provides for the transfer of
certain rights and assets to the Company and provided for the transition of activities under the collaboration agreement from Takeda to the Company during
the transition period. In connection with the Separation Agreement, the Company made a $60.0 million prepayment for the acquisition of the Contrave
business and will pay an additional $15.0 million at the end of the transition period assuming Takeda meets its obligations under the Separation Agreement.
The Company may also be obligated to pay Takeda milestone payments of $10 million, $20 million, $30 million and $50 million, based on the achievement
of annual Contrave net sales milestones of $200 million, $300 million $400 million and $600 million, respectively, in any year following the end of the
transition period. Each such milestone payment shall be payable only once but more than one may be payable with respect to net sales in a single year. The
Separation Agreement is not terminable by the parties. The acquisition date for a business is the date on which the Company obtains control of the acquiree,
which is anticipated to occur on August 1, 2016.
As of June 30, 2016, the Company accounted for the purchase consideration of $60.0 million as a prepaid noncurrent asset. The acquisition may result
in the recognition of a loss or gain resulting from the settlement of the preexisting collaboration relationship, including recognition of any off-market
component of the existing agreement. Proceeds paid to Takeda to acquire the business will be adjusted to reflect the settlement of the pre-existing
collaboration relationship and write off of the remaining deferred revenue.
For the six months ended June 30, 2016, the Company recognized revenues under The Restated Collaboration Agreement of approximately $9.7
million, including approximately $5.1 million in royalties earned for the sale of Contrave by Takeda and approximately $4.6 million in continued
recognition of the up front and non-substantive milestone payments. At June 30, 2016, deferred revenue under this agreement totaled $81.0 million.
12. Litigation
In May 2013, the Company received a shareholder demand alleging that certain option grants to the President and Chief Executive Officer, Michael A.
Narachi, the Chief Business Officer and acting-Chief Financial Officer, Joseph P. Hagan, and the Senior Vice President, General Counsel and Secretary,
Heather D. Turner, in 2011 were granted in excess of the 1,500,000 share limit set forth in Section 3.3 of the Orexigen Therapeutics, Inc. 2007 Equity
Incentive Award Plan, or Plan, as to the number of shares of the Company’s common stock with respect to which one or more stock awards may be granted to
any one eligible participant during any of the Company’s fiscal years. The Company refers to this limit as the 162(m) Award Limit. The Company’s board of
directors established a demand review committee composed of independent directors to conduct an investigation with respect to the shareholder demand and
to make recommendations to the board of directors. The demand review committee engaged independent counsel as part of its investigation and evaluated
(1) the terms of the Plan, (2) the initial issuance procedures for the option grants to Mr. Narachi, Mr. Hagan and Ms. Turner during 2011, (3) the authority
available to the compensation committee of the board of directors under its charter and the Plan, (4) the expectations of the award recipients and (5) the intent
of the board of directors and the compensation committee regarding the availability of an exemption from the deductibility limitations of Section 162(m) of
the Internal Revenue Code for such option grants. Following its investigation, the demand review committee determined that the 162(m) Award Limit first
became effective as of June 2, 2011, and that, therefore, awards granted under the Plan prior to June 2, 2011, did not count toward the 162(m) Award Limit.
The demand review committee determined that the awards granted to Mr. Hagan between June 2, 2011 and December 31, 2011 did not exceed the 162(m)
Award Limit. The demand review committee further determined that the options granted to Mr. Narachi and Ms. Turner, including the portion of such awards
in excess of the 162(m) Award Limit, were validly approved under the Plan, although the portion of those awards in excess of the 162(m) Award Limit does
not qualify as performance-based compensation under Section 162(m). In September 2013, the compensation committee amended the Plan, with the approval
of the Company’s board of directors, to take the following actions: (1) to clarify that the 162(m) Award Limit only applies to awards or the portion thereof
intended to qualify as performance-based compensation under Section 162(m); and (2) to confirm that the compensation committee has the
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authority to make awards in excess of the 162(m) Award Limit, which board action the Company refers to as the Plan Amendment. The Plan Amendment is
deemed effective as of June 10, 2011, consistent with the authority of the compensation committee as administrator of the Plan as of that date. Any grants
under the Plan in excess of the 162(m) Award Limit are not intended to qualify as performance-based compensation under Section 162(m).
On December 9, 2013, the same shareholder who made a demand on the board in May 2013 filed a derivative lawsuit purportedly on behalf of the
Company against certain of the officers and current and former members of the board of directors in the United States District Court, for the Southern District
of California, captioned Turgeman v. Narachi, et al. The lawsuit asserts claims for breach of fiduciary duty, waste and unjust enrichment based on, among
other things, the alleged grant of stock options to certain officers in excess of the 162(m) Award Limit, repricing stock options allegedly in violation of the
Company’s equity incentive plan, the board of directors’ conduct in responding to the May 2013 shareholder demand, and making allegedly false and
misleading statements. The lawsuit seeks, among other things, declaratory relief, corporate governance reforms, rescission of certain stock option awards,
rescission of the Plan Amendment, injunctive relief, damages, restitution, disgorgement and attorney’s fees. On July 23, 2014, the Company and the
individual defendants filed a motion to dismiss the Turgeman complaint. On March 9, 2015, the court granted the motion to dismiss with thirty days leave to
amend. An amended complaint was filed on April 8, 2015. The amended complaint asserts the same derivative claims as the original complaint and asserts a
putative claim on behalf of plaintiff and the Company’s shareholders for breach of contract for alleged violations of the 2007 Equity Incentive Plan. On
May 8, 2015, the Company and the individual defendants filed a motion to dismiss the amended complaint. The court has not yet ruled on the motion.
On March 10, 2015, a purported class action lawsuit was filed against the Company and certain of the Company’s officers in the United States District
Court, for the Southern District of California, captioned Colley v. Orexigen, et al. The following day, two additional putative class action lawsuits were filed
in the same court, captioned Stefanko v. Orexigen, et al., and Yantz v. Orexigen, et al., asserting substantially similar claims. On June 22, 2015, the court
consolidated the lawsuits and appointed a lead plaintiff. On August 20, 2015, the lead plaintiff filed a consolidated complaint. The consolidated complaint
purports to assert claims on behalf of a class of purchasers of the Company’s stock between March 3, 2015 and May 12, 2015. It alleges that defendants
violated Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 by purportedly making false and misleading statements regarding the interim
results and termination of the Light Study. The consolidated complaint seeks an unspecified amount of damages, attorneys’ fees and equitable or injunctive
relief. On October 5, 2015, defendants filed a motion to dismiss the consolidated complaint. On May 19, 2016, the District Court granted the motion to
dismiss, dismissing portions of the consolidated complaint with prejudice and portions without prejudice. The Court granted lead plaintiff 30 days to file an
amended complaint with respect to those portions not dismissed with prejudice. On June 16, 2016, lead plaintiff filed a notice of intent not to file an
amended complaint but to proceed directly to an appeal of the Court’s decision dismissing the consolidated complaint. As a result, the court entered
judgment dismissing the consolidated complaint with prejudice on June 27, 2016. Lead plaintiff has not yet filed a Notice of Appeal. Although management
believes that any appeal would lack merit and intends to defend against it vigorously, there are uncertainties inherent in any litigation and the Company
cannot predict the outcome. At this time, the Company is unable to estimate possible losses or ranges of losses that may result from such legal proceedings,
and it has not accrued any amounts in connection with such legal proceedings other than ongoing attorney’s fees.
On June 3, 2016, plaintiff Ben Wilkin, a shareholder who had previously made a shareholder demand to inspect certain books and records of the
Company, filed a derivative lawsuit purportedly on behalf of the Company against certain of the Company’s current and former officers and members of the
board of directors in the Delaware Chancery Court, captioned Wilkin v. Narachi, et al. The lawsuit asserts claims for breach of fiduciary duty and waste of
corporate assets based on essentially the same set of facts underlying the Colley, Stefanko and Yantz consolidated class action. The lawsuit seeks, among
other things, damages, corporate governance reforms, injunctive relief, restitution, disgorgement and attorney’s fees. Management believes that the claims
lack merit and intends to defend against them vigorously. The Company is unable to estimate possible losses or ranges of losses that may result from this
lawsuit and has not accrued any amounts in connection with this suit.
It is possible that additional securities class action litigation may be brought against the Company following stock price declines related to the release
of information regarding Contrave or clinical trial results, including the Light Study or related to the matters alleged in the May 2013 shareholder demand
and/or the Plan Amendment. Any adverse determination in such litigation could subject the Company to significant liabilities.
In April 2015, the Company and Takeda received a Paragraph IV certification notice letter regarding an abbreviated new drug application, or ANDA,
submitted to the FDA by Actavis Laboratories FL, Inc., or Actavis, requesting approval to market, sell, and use a generic version of Contrave. In its notice
letter, Actavis alleges that U.S. Patent Nos. 7,375,111; 7,462,626; 8,088,786; 8,318,788; 8,722,085; 8,815,889; and 8,916,195, which are listed in the
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FDA’s Approved Drug Products with Therapeutic Equivalence Evaluations, or the Orange Book, for Contrave, are invalid, unenforceable and/or will not be
infringed by Actavis’ manufacture, use or sale of the product described in its ANDA. In June 2015, the Company and Takeda filed a patent infringement
lawsuit in the U.S. District Court for the District of Delaware against Actavis and certain of its affiliates related to the ANDA previously filed by Actavis and
described above. The lawsuit claims infringement of the seven patents that were the subject of Actavis’ notice letter, as described above. In accordance with
the Drug Price Competition and Patent Term Restoration Act of 1984, known as the Hatch-Waxman Act, as a result of having filed a patent infringement
lawsuit within 45 days of receipt of Actavis’ notice letter, FDA approval of the ANDA will be stayed until the earlier of (i) 30 months from the date of receipt
of the notice letter or (ii) a District Court decision finding that the identified patents are invalid, unenforceable or not infringed. In July 2015, Actavis filed an
answer, affirmative defenses and counterclaim to the Company’s and Takeda’s complaint, and the Company and Takeda filed an answer to Actavis’
counterclaim in August 2015. Moreover, in July 2015, the court ordered a stipulation between the Company, Takeda and Actavis in which we and Takeda
agreed to dismiss all defendants except Actavis without prejudice, and Actavis agreed that the related Actavis entities will be bound to judgments and orders
of the court against Actavis and will be subject to discovery as if they were parties. In September 2015, the court entered a scheduling order, setting a claim
construction hearing for May 2016 and a three-day bench trial to begin in June 2017. After reviewing Actavis’ ANDA, the Company and Takeda
subsequently dropped U.S. Patent Nos. 8,088,786, 8,318,788, 8,722,085 and 8,916,195 from the lawsuit. In April 2016, the Company and Takeda filed an
amended complaint against Actavis asserting newly issued U.S. Patent No. 9,125,868. In June 2016, in response to the May 2016 claim construction hearing,
the court adopted the Company’s proposed constructions for the majority of the disputed claim terms. In August 2016, in connection with the end of the
transition period associated with the separation agreement entered into between the Company and Takeda, we anticipated that Takeda will transfer
responsibility for management of this patent infringement lawsuit to the Company. Although the Company plans to vigorously enforce Contrave intellectual
property rights, there are uncertainties inherent in any litigation and we cannot predict the outcome.
13. Subsequent event
On August 1, 2016, the transition period under the Separation Agreement between the Company and Takeda terminated and the Company reacquired
all commercial rights to Contrave in the United States. The Company made an initial payment of $60 million to Takeda in March 2016 and will pay an
additional $15 million to Takeda in January 2017 (the “January 2017 Payment”) provided that Takeda substantially performs its obligations under the
Separation Agreement and related agreements, including certain specified activities. The source of funds for the Initial Payment and the January 2017
Payment was, and will be, from the Company’s cash on hand. The Company may also be obligated to pay Takeda milestone payments of $10 million, $20
million, $30 million and $50 million, based on the achievement of annual Contrave net sales milestones of $200 million, $300 million $400 million and
$600 million, respectively, in any future year.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This report contains certain forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended, or
Exchange Act, and is subject to the safe harbor provisions created by that statute. Forward-looking statements are based on our management’s current
beliefs, expectations and assumptions and on information currently available to our management. All statements other than statements of historical facts
are “forward-looking statements” for purposes of these provisions. Forward-looking statements can be identified by the use of forward-looking words such
as “believes,” “expects,” “hopes,” “may,” “will,” “plans,” “intends,” “indicates,” “suggests,” “assuming,” “designed,” “estimates,” “could,” “should,”
“would,” “continue,” “seeks,” “aims,” “projects,” “predicts,” “pro forma,” “anticipates,” “potential,” “probability” or other similar expressions that are
intended to identify forward-looking statements.
These statements include but are not limited to statements regarding: the potential for Contrave®/Mysimba™ to achieve commercial success globally;
the potential to obtain marketing authorizations outside the United States, the European Union and South Korea or commercialization partner(s) for
Contrave; the benefit risk profile for Contrave; the potential for past Contrave clinical trials to predict the outcome of future Contrave clinical trials; and
the potential to demonstrate the real world weight loss potential of Contrave with a commercially available comprehensive lifestyle intervention program.
The inclusion of forward-looking statements should not be regarded as a representation by us that any of our plans will be achieved. Actual results may
differ materially from those expressed or implied in this report by the forward-looking statements due to the risk and uncertainties inherent in our business,
including the ability to obtain partnerships and marketing authorizations globally; competition in the global obesity market, particularly from existing
therapies; our ability to carry out the commercial launch of Contrave in the United States; our ability to obtain and maintain global intellectual property
protection for Contrave and Mysimba; the potential that of the data/results from past clinical trials may not be predictive of results from future clinical
trials; the therapeutic and commercial value of Contrave and Mysimba; our ability to maintain sufficient capital to fund our operations for the foreseeable
future; estimates of the capacity of manufacturing and other facilities to support Contrave; and the other risks and uncertainties discussed below under
Part II, Item 1A, “Risk Factors.”
Given these risks and uncertainties, we urge you not to place undue reliance on these forward-looking statements, which speak only as of the date of
this report. You should read this report completely and with the understanding that our actual future results may be materially different from what we
expect. The interim financial statements and this Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read
in conjunction with the financial statements and notes thereto for the year ended December 31, 2015 and the related Management’s Discussion and
Analysis of Financial Condition and Results of Operations, both of which are contained in our Annual Report on Form 10-K for the year ended
December 31, 2015. We hereby qualify our forward-looking statements by these cautionary statements. Except as required by law, we undertake no
obligation to update publicly any forward-looking statements or to update the reasons actual results could differ materially from those anticipated in these
forward-looking statements, whether as a result of new information, future events, or for any other reason.
Overview
Background
We are a biopharmaceutical company focused on the treatment of obesity. Our sole product, Contrave, is approved in the United States by the U.S.
Food and Drug Administration, or FDA, as an adjunct to a reduced-calorie diet and increased physical activity for chronic weight management in adults with
an initial body mass index, or BMI, of 30 kg/m 2 or greater (obese), or 27 kg/m 2 or greater (overweight) in the presence of at least one weight-related
comorbid condition. Contrave is a combination of generic drug components, each of which has already received regulatory approval for other indications
and been commercialized in the United States and in a majority of the member countries of the European Union.
On September 10, 2014, the FDA notified us that it had approved our NDA for Contrave extended-release. We are now focused on the
commercialization of Contrave. Our former collaboration partner, Takeda Pharmaceutical Company Limited, or Takeda, commercially launched Contrave in
the United States in October 2014. As part of the approval of Contrave by the FDA, we and Takeda agreed to several post-marketing requirements, including
studies to assess the safety and efficacy of Contrave for weight management in obese pediatric patients. We are also required to conduct a new randomized
double-blind, placebo-controlled study to evaluate the effects of long-term treatment with Contrave on the incidence of major adverse cardiovascular, or CV,
events in overweight and obese subjects with CV disease or multiple CV risk factors, as well as a group of short-term trials including a thorough QT study,
single-dose pharmacokinetic studies in renal and hepatic impairment, and a drug-drug interaction study.
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In March 2016, we and Takeda entered into a separation agreement, which will terminate our collaboration agreement at the end of September 2016.
We anticipate that we will terminate our collaboration with Takeda on August 1, 2016 and we will be solely responsible for developing and commercializing
Contrave within the United States and the rest of the world and will be responsible for the functions previously the responsibility of Takeda, including
management and oversight of certain ongoing and planned post-marketing clinical trials of Contrave.
In March 2015, the European Commission granted centralized marketing authorization for Contrave (under the name Mysimba™) (naltrexone HCl /
bupropion HCl prolonged release) as an adjunct to a reduced-calorie diet and increased physical activity, for the management of weight in adult patients (>18
years) with an initial Body Mass Index of > 30 kg/m2 (obese), or > 27 kg/m2 to < 30 kg/m2 (overweight) in the presence of one or more weight-related comorbidities (e.g., type 2 diabetes, dyslipidemia, or controlled hypertension). This authorization applies to all 28 European Union member states.
In May 2016, our commercialization partner, Kwang Dong Pharmaceutical Company, Ltd., obtained regulatory approval for Contrave in South Korea.
Kwang Dong expects to begin marketing Contrave in the second half of 2016.
In March 2016, the Company closed an offering (the “Offering”) of $165.0 million aggregate principal amount of 0% Convertible Senior Secured
Notes due 2020 (the “2016 Notes”) and related warrants (“Warrants”) to purchase up to 21,999,999 shares of the Company’s common stock, par value $0.001
per share (“Common Stock”), and 219,994 shares of Series Z Non-Convertible Non-Voting Preferred Stock, par value $0.001 per share (the “Series Z Preferred
Stock” and, together with the 2016 Notes, Warrants and Common Stock underlying the 2016 Notes and Warrants, the “Securities”) to qualified institutional
buyers and accredited investors (the “Purchasers”) pursuant to a securities purchase agreement, dated March 15, 2016 (the “Securities Purchase Agreement”),
by and among the Company and the Purchasers. The Offering was led by funds managed by The Baupost Group, L.L.C., which, prior to the Offering, was the
holder of approximately 18.1% of the Company’s outstanding Common Stock.
Our primary activities since incorporation have been organizational activities, including recruiting personnel, conducting research and development,
including clinical trials, and raising capital. Since entering into a separate agreement with Takeda, our organizational activities have been updated to include
the build out of a sales and marketing team for the anticipated takeover of commercial sales of Contrave in the United States. We have incurred significant
net losses since our inception. As of June 30, 2016, we had an accumulated deficit of $668.3 million. These losses have resulted principally from costs
incurred in connection with research and development activities, primarily costs of clinical trial activities associated with our current product and product
candidates, performing manufacturing-related activities, and selling, general and administrative expenses. We expect to continue to incur losses for the next
several years. Successful transition to attaining profitable operations is dependent upon achieving a level of revenues adequate to support our cost structure,
and until that time, we may need to continue to raise additional equity or debt financing.
Revenues
We generated approximately $12.8 million in revenue for the six months ended June 30, 2016, resulting primarily from the sublicensing of technology
and amounts earned under our collaboration agreement with Takeda. In September 2010, we entered into a collaboration agreement with Takeda to develop
and commercialize Contrave in the United States, Canada and Mexico. Under the collaboration agreement, we received an upfront, nonrefundable cash
payment of $50.0 million from Takeda and this amount is being recognized ratably over the estimated life of the agreement. In September 2014, we also
recognized two regulatory/development milestones, consisting of $20.0 million due to us upon regulatory approval in the United States and $10.0 million
due to us upon the delivery of launch supplies to Takeda as these payments were determined to meet the definition of a substantive milestone. In October
2014, we earned and were paid a $70.0 million milestone from Takeda for the shipment of Contrave to pharmacy wholesalers in preparation for the
commercial launch. This milestone payment was determined to not meet the definition of a substantive milestone. As a result, we recognized $20.8 million in
2014 with $49.2 million deferred which will be recognized over the remaining estimated life of the agreement. For the six months ended June 30, 2016, we
recognized revenues under this agreement of $9.9 million, including approximately $5.1 million in royalties earned for the sale of Contrave by Takeda and
approximately $4.8 million in amortization of deferred revenue. Takeda accounted for 77% of our revenue for six months ended June 30, 2016. At June 30,
2016, deferred revenue under this agreement totaled $81.0 million. In addition to the revenue generated from our collaboration agreement with Takeda, we
recorded our 1 st sale of Contrave to our Korean Distributor for approximately $2.9 million for the six months ended June 30, 2016.
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Other than the amortization of the upfront payment of $50.0 million and regulatory/development milestones totaling $100.0 million from Takeda, our
ability to generate revenue in the near term will depend solely on the success of Takeda sales of Contrave in the U.S. during the transition period associated
with the separation agreement and our sales of Contrave following the end of the transition period. Pursuant to an amended and restated collaboration we
entered into with Takeda in July 2015, we are eligible to receive tiered royalty payments ranging from a minimum of 20% to a maximum of 35%, on
increasing levels of net sales of Contrave in the United States during the remainder of the transition period. Given the early stage of commercialization, it is
difficult to predict the amount of future sales of Contrave or the related revenues we will generate. Future sales of Contrave will depend on, among other
factors, the availability and use of Contrave, Takeda’s ability to market and sell Contrave during the transition period, our ability to continue to market and
sell Contrave following the end of the transition period, and coverage and reimbursement by third-party payors.
In the quarter ended June 30, 2016, we recorded net product sales of approximately $2.9 million of Contrave to our commercialization partner, Kwang
Dong Pharmaceutical Company, Ltd., or Kwang Dong, in South Korea. The Company recognizes product revenue when all four of the following criteria are
met: (i) persuasive evidence that an arrangement exists; (ii) delivery of the products and/or services has occurred; (iii) the selling price is fixed or
determinable; and (iv) collectability is reasonably assured. Specifically, net product revenue from the sale of Contrave/Mysimba is generally recognized
upon transfer of title of the product to our third party customers.
Research and Development Expenses
The majority of our operating expenses to date have been incurred in research and development activities. Our research and development expenses
consisted primarily of costs associated with clinical trials managed by contract research organizations, or CROs, product development efforts, raw materials,
inventory, and manufacturing-related expenses. License fees, salaries and related employee benefits for certain personnel, and costs associated with certain
non-clinical activities such as regulatory expenses, are also included in this amount. Our most significant costs to date are expenses incurred in connection
with the clinical trials for Contrave. The clinical trial expenses included payments to vendors such as CROs, investigators, suppliers of clinical drug materials
and related consultants. Following FDA approval of Contrave in September 2014, the responsibility for the continuation of the Light Study was transferred to
our former partner, Takeda. Upon transfer of this responsibility, we began to pay the clinical trial expenses associated with the Light Study directly to Takeda
who then made direct payments to such vendors. We charge all research and development expenses to operations as incurred because the underlying
technology associated with these expenditures relates to our research and development efforts and has no alternative future uses.
Our internal research and development resources are not directly tied to any individual research project and are primarily deployed across our Contrave
and other programs. We have developed Contrave in parallel with other projects and, due to the fact that we use shared resources across projects, we do not
maintain information regarding our internal costs incurred for our research and development programs on a program-specific basis. We use external service
providers to manage our clinical trials, to manufacture the product supplies used in these trials and for formulations development, consulting and other
activities.
The following table summarizes our research and development expenses for the three and six months ended June 30, 2016 and 2015. Costs that are not
attributable to a specific research program are included in the “Other” category (in thousands):
Three Months Ended
June 30,
2016
2015

Costs of external service providers:
Obesity
Other
Subtotal
Internal costs
Stock-based compensation
Total research and development expenses

$10,633
145
10,778
2,863
608
$14,249

$11,050
110
11,160
2,734
1,213
$15,107

Six Months Ended
June 30,
2016
2015

$18,438
207
18,645
5,827
1,578
$26,050

$18,558
179
18,737
5,253
2,359
$26,349

At this time, due to the risks inherent in the drug development process, we are unable to estimate with any certainty the costs we will incur for the postmarketing requirements of Contrave and any additional clinical trials required for post-marketing requirements of Contrave, under the name Mysimba, by the
EMA. Future development expenses will depend on the conduct of the new CVOT and any other additional clinical trials for Contrave, if any, our financial
resources and ongoing assessments as to Contrave’s commercial potential. Clinical development timelines, the probability of success and development costs
can differ materially from expectations. The lengthy process of completing our clinical trials, and seeking regulatory approval for our product candidates
requires the expenditure of substantial resources. Any failure by us or delay in completing our clinical trials, or in obtaining regulatory approvals, could
cause a delay in the commencement of product revenues and cause our research and development expenses to increase and, in turn, have a material adverse
effect on our results of operations.
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Selling, General and Administrative
Our selling, general and administrative expenses consist primarily of salaries and related costs for personnel in executive, commercial and internal
support functions, as well as professional fees for legal, consulting and accounting services. In addition, selling, general and administrative expenses include
our outsourced sales representatives and other sales and marketing costs necessary for commercializing Contrave. We anticipate selling, general and
administrative expenses to increase substantially as we establish our sales and marketing capabilities in the United States
Interest and Other (Expense), Income net
Other Income (Expense) consists principally of interest expense incurred on the 2020 Notes, offset by our change in the fair value of our financial
instruments on our 2016 convertible debt and warrant liability, income earned on marketable securities and foreign currency gains and losses. A portion of
our business is conducted outside of the U.S. through our Irish foreign subsidiary. The foreign subsidiary keeps its accounting records in its functional
currency, the Euro.
Income Taxes
At December 31, 2015, we have federal, state and foreign net operating loss carryforwards of approximately $380.2 million, $409.9 million and $14.2
million, respectively, not considering the IRC Section 382 annual limitation discussed below. The federal loss carryforwards begin to expire in 2024, unless
previously utilized. At December 31, 2015, we have federal and state research and development tax credit carryforwards of $20.0 million and $6.1 million,
respectively. The federal research and development tax credit carryforwards begin to expire in 2024 unless previously utilized. The state research and
development tax credits and foreign net operating losses carry forward indefinitely. The California net operating loss carryforwards are scheduled to begin to
expire starting in 2016. Approximately $12.2 million of the net operating loss carryforwards relates to excess tax deductions for stock compensation, the
income tax benefit of which will be recorded as additional paid in capital if and when realized.
Additionally, the utilization of the net operating loss and research and development tax credit carryforwards is subject to an annual limitation under
Section 382 and 383 of the Internal Revenue Code of 1986, and similar state tax provisions due to ownership change limitations that have occurred
previously or that could occur in the future. These ownership changes limit the amount of the net operating loss and research and development tax credit
carryforwards and other deferred tax assets that can be utilized to offset future taxable income and tax, respectively. In general, an ownership change, as
defined by Section 382 and 383, results from transactions increasing ownership of certain stockholders or public groups in the stock of the corporation by
more than 50 percent points over a three-year period. The Company has completed an ownership change analysis in accordance with Section 382 from
inception through December 31, 2015. As a result of the analysis, it was determined that the Company experienced several ownership changes during this
period with the last one occurring in December 2014. The analysis to determine the limitation of NOLs and federal credits as a result of the ownership
changes has not been finalized. Based on the preliminary analysis of the limitation of our net operating losses and federal credits, deferred tax assets for net
operating losses of $189.8 million and $182.6 million for federal and state, respectively, and federal research and development credits of $12.0 million have
been removed from the deferred tax asset schedule. A corresponding decrease to the valuation allowance has also been recorded. Due to the existence of the
valuation allowance, future changes in the deferred tax assets related to these tax attributes will not impact the effective tax rate.
During 2015, we expanded our operations internationally. We fully funded our Irish subsidiary with equity and debt and transferred the rights to
exploit our intellectual property in markets outside of North America to our Irish subsidiary in exchange for a note. We also entered into a cost sharing
arrangement, an intercompany services agreement and other related agreements with our Irish subsidiary which enable it to function as our foreign trading
company.
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Critical Accounting Policies and Estimates
Management’s discussion and analysis of our financial condition and results of operations are based upon our financial statements, which are prepared
in accordance with accounting principles that are generally accepted in the United States. The preparation of these financial statements requires us to make
estimates and judgments that affect the reported amounts of assets and liabilities, related disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting period. We continually evaluate our estimates and judgments,
the most critical of which are those related to accounting for research and development expenses and stock-based compensation costs. We base our estimates
and judgments on historical experience and other factors that we believe to be reasonable under the circumstances. Materially different results can occur as
circumstances change and additional information becomes known.
The significant changes in the six months ended June 30, 2016 to the items that we disclosed as our critical accounting policies and estimates in Note
2 to our audited financial statements in our Annual Report on Form 10-K for the year ended December 31, 2015 are disclosed as follows;
Fair Value Option
The Company has elected the fair value option to account for its convertible notes that were issued during the quarter ended March 31, 2016 and
records these convertible notes at fair value with changes in fair value recorded in the statement of operations. As a result of applying the fair value option,
direct costs and fees related to the convertible notes were recognized in earnings as incurred and not deferred.
Preferred Stock
Preferred shares subject to mandatory redemption (if any) are classified as liability instruments and are measured at fair value. The Company classifies
conditionally redeemable preferred shares, which includes preferred shares that feature redemption rights that are either within the control of the holder or
subject to redemption upon the occurrence of uncertain events not solely within the Company’s control, as temporary equity. At all other times, the Company
classifies its preferred shares in stockholders’ equity. Similar in nature to a redemption right, the Company’s Series Z Preferred Stock features a contingent
right to receive payment from the Company in the event of certain fundamental changes, some of which are not within the Company’s control as of June 30,
2016. Accordingly, the Series Z Preferred Stock is presented as a component of temporary equity.
Accounting for Warrants at Fair Value
The Company classifies as liabilities any contracts that (i) require net-cash settlement (including a requirement to net-cash settle the contract if an
event occurs and if that event is outside the control of the Company) or (ii) gives the counterparty a choice of net-cash settlement or settlement in shares
(physical settlement or net-share settlement).
The Company assessed the classification of warrants issued in 2016 and associated with the 2016 convertible notes as of the date of the offering and
determined that such instruments met the criteria for liability classification. Accordingly, the Company classified the warrants issued in 2016 as a liability at
their fair value and adjusts the instruments to fair value at each balance sheet date until the warrants are exercised or expired. Any change in the fair value of
the warrants is recognized as “change in the fair value of warrant liabilities” in the consolidated statements of operations
Results of Operations
Comparison of three months ended June 30, 2016 to three months ended June 30, 2015
Revenues. Revenues for the three months ended June 30, 2016 and 2015 were $7.8 million and $5.2 million, respectively, and primarily represent
revenues recognized under our collaboration agreement with Takeda. $2.5 million and $3.1 million of revenues for the three months ended June 30, 2016
and 2015, respectively, are royalty revenues for the sales of Contrave by Takeda. We recorded net product sales of approximately $2.9 million of Contrave to
our commercialization partner, Kwang Dong in South Korea.
Cost of Sales. Cost of sales was approximately $1.8 million for the three months ended June 30, 2016 as the Company recorded its first product sale
outside the United States to our commercialization partner, Kwang Dong in South Korea.
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Research and Development Expenses. Research and development expenses decreased to $14.2 million for the three months ended June 30, 2016 as
compared to $15.1 million for the comparable period during 2015. This decrease of approximately $900,000 was due primarily to a decrease in expenses in
connection with our Contrave CVOT, related proprietary product formulation work and consulting activities.
Selling, General and Administrative Expenses. Sales, general and administrative expenses increased to $25.0 million for the three months ended
June 30, 2016 from $10.8 million for the comparable period during 2015. Specifically, sales and marketing costs were $15.9 million and $1.8 million for the
three months ended June 30, 2016 and 2015, respectively. General and administrative costs were $9.1 million and $9.0 million for the three months ended
June 30, 2016 and 2015, respectively. This overall increase of approximately $14.2 million was due primarily to an increase in sales and marketing
department costs of $14.1 million as we establish sales, marketing and distribution capabilities in order to commercialize Contrave. This increase in sales and
marketing department costs included an increase of $4.0 million in contract sales expenses, an increase in salaries and personnel related costs of $2.4 million,
an increase in professional fees of $2.1 million and an increase in marketing meeting/training related expenses of $1.4 million.
Interest Income. Interest income increased to $163,000 for the three months ended June 30, 2016 from $67,000 in 2015. This increase of approximately
$96,000 was primarily due to an increase in average investment balances and higher interest rates as compared to 2015.
Interest Expense. Interest expense increased to $2.0 million for the three months ended June 30, 2016 from $1.8 million in 2015.
Change in Fair Value of Financial Instruments. The change in fair value of financial instruments was $11.6 million for the three months ended
June 30, 2016 reflecting the change in fair value of the convertible debt and warrant liability.
Foreign Currency Gain (Loss), net. Foreign currency loss, net increased to $1.8 million for the three months ended June 30, 2016. This increase was
primarily due to the fluctuation in the Euro.
Comparison of six months ended June 30, 2016 to six months ended June 30, 2015
Revenues. Revenues for the six months ended June 30, 2016 and 2015 were $12.8 million and $9.6 million, respectively, and primarily represent
revenues recognized under our collaboration agreement with Takeda. $5.1 million and $5.4 million of revenues for the six months ended June 30, 2016 and
2015, respectively, are royalty revenues for the sales of Contrave by Takeda. We recorded net product sales of approximately $2.9 million of Contrave to our
commercialization partner, Kwang Dong in South Korea.
Cost of Sales. Cost of sales was approximately $1.8 million for the six months ended June 30, 2016, as the Company recorded its first product sale
outside the United States to our commercialization partner, Kwang Dong in South Korea.
Research and Development Expenses. Research and development expenses decreased to $26.1 million for the six months ended June 30, 2016 from
$26.3 million for the comparable period during 2015. This decrease was due primarily to a $1.3 million decrease in expenses in connection with our
Contrave CVOT, related proprietary product formulation work and consulting activities and a decrease in stock-based compensation expense of $780,000.
These decreases were partially offset by an increase in salaries and personnel related costs of $656,000, an increase in manufacturing related activities of
$590,000, and increase in consulting activities of $378,000.
Selling, General and Administrative Expenses. Sales, general and administrative expenses increased to $41.5 million for the six months ended June 30,
2016 from $19.4 million for the comparable period during 2015. Specifically, sales and marketing costs were $20.1 million and $3.3 million for the six
months ended June 30, 2016 and 2015, respectively. General and administrative costs were $21.4 million and $16.1 million for the six months ended
June 30, 2016 and 2015, respectively. This overall increase of approximately $22.1 million was due primarily to an increase in sales and marketing
department costs of $16.8 million as we establish sales, marketing and distribution capabilities in order to commercialize Contrave. This increase in sales and
marketing department costs included an increase of $4.0 million in contract sales expenses, an increase in professional fees of $4.0 million, an increase in
salaries and personnel related costs of $3.1 million, an increase in marketing meeting/training related expenses of $1.4 million and an increase in market
research expenses of $1.2 million.
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The general and administrative department expenses increased by approximately $5.3 million including an increase in legal and other fees related to
the March 2016 debt offering of $6.1 million, an increase in salaries and personnel related costs of $1.2 million, and an increase of professional and
consulting costs of $465,000. These increases were partially offset by a decrease in stock-based compensation expense of $2.8 million.
Interest Income. Interest income increased to $286,000 for the six months ended June 30, 2016 from $130,000 in 2015. This increase of approximately
$156,000 was primarily due to an increase in average investment balances and higher interest rates as compared to 2015.
Interest Expense. Interest expense increased to $3.9 million for the six months ended June 30, 2016 from $3.7 million in 2015.
Change in Fair Value of Financial Instruments. The change in fair value of financial instruments was $11.6 million for the six months ended June 30,
2016 reflecting the change in fair value of the convertible debt and warrant liability.
Foreign Currency Gain (Loss) net. Foreign currency gain net increased to approximately $978,000 for the six months ended June 30, 2016. This
increase was primarily due to the fluctuation in the Euro.
Liquidity and Capital Resources
Since inception, our operations have been financed primarily through the sale of equity and convertible debt securities. Through June 30, 2016, we
received net proceeds of approximately $798.5 million from the issuance of equity and convertible debt securities as follows:
•
from September 12, 2002 to December 31, 2006, we issued and sold a total of 105,357 shares of common stock for aggregate net proceeds of
$14,801;
•

in March 2004, we issued and sold a total of 932,204 shares of Series A redeemable convertible preferred stock for aggregate net proceeds of
$9.2 million and the conversion of promissory notes and interest thereon totaling $1.7 million;

•

from April 2005 to May 2005, we issued and sold 1,483,051 shares of Series B redeemable convertible preferred stock for aggregate net proceeds
of $34.9 million;

•

in November 2006, we issued and sold a total of 877,193 shares of Series C convertible preferred stock for aggregate net proceeds of
$29.9 million;

•

in May 2007, we issued and sold a total of 805,000 shares of common stock for aggregate net proceeds of $87.9 million;

•

in January and February 2008, we issued and sold a total of 732,644 shares of common stock for aggregate net proceeds of $74.9 million;

•

in July 2009, we issued and sold a total of 1,150,000 shares of common stock for aggregate net proceeds of $81.6 million;

•

in December 2011, we issued and sold a total of 564,617 shares of common stock and common stock warrants to purchase up to 5,646,173 shares
for aggregate net proceeds of $86.9 million;

•

in October 2012, we issued and sold a total of 1,100,000 shares of common stock for aggregate net proceeds of $56.5 million; and

•

in December 2013, we issued the 2013 Notes for aggregate net proceeds of $110.5 million; and

•

in September 2015, we issued and sold a total of 2.0 million shares of common stock and common stock warrants to purchase 500,000 shares of
our common stock for aggregate net proceeds of $59.8 million; and

•

in March 2016, we issued the 2016 Notes, warrants to purchase up to 21,999,999 shares of common stock and 219,994 shares of Series Z
Preferred Stock for aggregate net proceeds of $164.5 million.
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As of June 30, 2016, we had $78.2 million in cash and cash equivalents, $21.0 million in investment securities, available-for-sale and restricted
investments of $165.2 million. As of June 30, 2016, our holdings primarily consisted of treasury-backed money market funds, treasuries and other
instruments that are insured, guaranteed or supported by the U.S. federal government, and corporate debt obligations. We maintain established guidelines
relating to diversification and maturities of our investments to preserve principal and maintain liquidity. The Company also had $165.2 million in restricted
cash and investments as of June 30, 2016 as required by our 2016 financing agreements. The required restricted cash and investments amounts are $165.0
million, $100.0 million and $50.0 million until December 21, 2016, March 21, 2017 and June 21, 2017, respectively.
Net cash used in operating activities was $53.2 million and $34.2 million for the six months ended June 30, 2016 and 2015, respectively. Net cash
used in each of these periods was primarily a result of external research and development expenses, clinical trial costs, sales and marketing costs, personnelrelated costs, third-party supplier expenses and professional fees.
Net cash used in investing activities was $187.9 million and $2.7 million for the six months ended June 30, 2016 and 2015, respectively. In 2016,
restricted cash and investments increased by $165.2 million as required by the issuance of the 2016 Notes. In the first quarter of 2016, we made a $60.0
million prepayment to Takeda for the acquisition of the Contrave business. Also, these amounts are the result of the net purchases and maturities of
investment securities.
Net cash provided by financing activities was $164.4 million and $4.2 million for the six months ended June 30, 2016 and 2015, respectively. In the
first quarter of 2016, we received approximately $164.3 million net proceeds from the issuance of convertible debt, warrants and preferred stock. The net cash
provided by financing activities in 2016 and 2015 also included proceeds from the issuance of common stock due to exercises of stock options.
We cannot be certain if, when or to what extent we will receive cash inflows from the commercialization of our product candidates beyond the
milestones and royalties related to Contrave.
We have a license agreement for the rights to develop and commercialize Contrave. Pursuant to this agreement, we obtained exclusive and nonexclusive licenses to the patent rights and know-how for selected indications and territories. Pursuant to our agreement with Oregon Health & Science
University, we issued 7,631 shares of our common stock in December 2003 and paid an upfront fee of $65,000. We are also obligated to pay royalties on any
net sales of the applicable licensed product(s), including Contrave. Our royalty payable to OHSU at June 30, 2016 for Contrave sales was approximately
$255,000.
Our future capital uses and requirements depend on numerous factors. These factors include but are not limited to the following:
•

the successful commercialization of Contrave;

•

the scope and cost of the post-marketing requirements for Contrave in the U.S. and Mysimba in the E.U.;

•

the terms and timing of any collaborative, licensing, co-promotion or other arrangements that we may establish with respect to Contrave;

•

the costs of establishing sales, marketing and distribution capabilities in order to commercialize Contrave;

•

the costs involved in enforcing or defending patent claims or other intellectual property rights;

•

the costs and timing of additional regulatory approvals for Contrave, if at all; and

•

the extent to which we in-license, acquire or invest in other indications, products, technologies and businesses.

Although it is difficult to predict future liquidity requirements, we believe that our existing cash and cash equivalents and investment securities,
available-for-sale, and anticipated product revenue, will be sufficient to meet our projected operating requirements through the next 12 months.
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Until we can generate significant cash from our operations, we expect to continue to fund our operations with existing cash resources, proceeds of
potential offerings of our equity securities, debt, potential milestone payments under our existing collaboration agreement, receivables or royalty financings
and potential future corporate collaborations and licensing arrangements. However, we cannot be sure that our existing cash and investment resources and
future product revenue will be adequate, that additional financing will be available when needed or that, if available, financing will be obtained on terms
favorable to us or our stockholders. Having insufficient funds may require us to delay, scale back or eliminate some or all of our development programs
and/or our pre-commercialization and commercialization activities, relinquish some or even all rights to product candidates or renegotiate less favorable
terms than we would otherwise choose. Failure to obtain adequate financing also may adversely affect our ability to operate as a going concern. If we raise
additional funds by issuing equity securities, substantial dilution to existing stockholders would likely result. Debt, receivables and royalty financings may
be coupled with an equity component, such as warrants to purchase stock, which could also result in dilution of our existing stockholders’ We cannot be
certain if, when or to what extent we will receive cash inflows from the commercialization of our product candidates beyond the sales, milestones and
royalties related to Contrave. As a result of the termination of our collaboration with Takeda, we are solely responsible for developing and commercializing
Contrave within the United States and the rest of the world and are responsible for the functions previously the responsibility of Takeda, including
management and oversight of certain ongoing and planned post-marketing clinical trials of Contrave, including the new CVOT. We will incur substantial
costs as we establish sales, marketing and distribution capabilities in order to commercialize Contrave. We will incur substantial additional development
expenses to pay for the new CVOT for Contrave.
Any turbulence in the U.S. and international markets and economies may adversely affect our ability to access the capital markets and obtain
additional financing on terms acceptable to us, or at all.
Off-Balance Sheet Arrangements
We have not engaged in any off-balance sheet activities as defined in Regulation S-K 303(a)(4)(ii).
ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our cash and cash equivalents and investment securities, available-for-sale, as of June 30, 2016 consisted primarily of money market funds, certificate
of deposits, U.S. government agency securities and corporate debt obligations. We do not have any auction rate securities on our balance sheet, as they are
not permitted by our investment policy. Our primary exposure to market risk is interest income sensitivity, which is affected by changes in the general level
of U.S. interest rates, particularly because the majority of our investments are in short-term marketable debt securities. The primary objective of our
investment activities is to preserve principal while at the same time maximizing the income we receive from our investments without significantly increasing
risk. Some of the securities that we invest in may be subject to market risk. This means that a change in prevailing interest rates may cause the value of the
investment to fluctuate. For example, if we purchase a security that was issued with a fixed interest rate and the prevailing interest rate later rises, the value of
our investment will probably decline. To minimize this risk, we intend to continue to maintain our portfolio of cash equivalents and short-term investments
in a variety of securities including commercial paper, money market funds and government and non-government debt securities, all with various maturities.
In general, money market funds are not subject to market risk because the interest paid on such funds fluctuates with the prevailing interest rate.
Our cash is invested in accordance with an investment policy approved by our board of directors which specifies the categories, allocations, and ratings
of securities we may consider for investment. We do not believe our cash, cash equivalents and investment securities have significant risk of default or
illiquidity. We made this determination based on discussions with our investment advisors and a review of our holdings. While we believe our cash, cash
equivalents and investment securities are well diversified and do not contain excessive risk, we cannot provide assurance that in the future our investments
will not be subject to adverse changes in market value.
In addition, domestic and international equity markets have experienced and may continue to experience heightened volatility and turmoil based on
domestic and international economic conditions and concerns. In the event these economic conditions and concerns continue and the markets continue to
remain volatile, our results of operations could be adversely affected by those factors in many ways, including making it more difficult for us to raise funds if
necessary and our stock price may further decline. In addition, we maintain significant amounts of cash and cash equivalents that are not federally insured. If
economic instability continues, we cannot provide assurance that we will not experience losses on these investments.
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ITEM 4.

CONTROLS AND PROCEDURES

Disclosure Controls and Procedures
We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our reports under the Securities
Exchange Act of 1934, as amended, or the Exchange Act, is recorded, processed, summarized and reported within the time periods specified in the Securities
and Exchange Commission’s rules and forms, and that such information is accumulated and communicated to our management, including our principal
executive officer and our principal financial officer, as appropriate, to allow timely decisions regarding required disclosure. In designing and evaluating the
disclosure controls and procedures, management recognized that any controls and procedures, no matter how well designed and operated, can only provide
reasonable assurance of achieving the desired control objectives, and in reaching a reasonable level of assurance, management necessarily was required to
apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Under the supervision and with the participation of our management, including our principal executive officer and our principal financial officer, we
carried out an evaluation of the effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a — 15(e) and 15d — 15(e) under
the Exchange Act) as of June 30, 2016. Based on such evaluation, our management has concluded as of June 30, 2016, our disclosure controls and procedures
are effective.
Changes in Internal Control over Financial Reporting
There has been no change in our internal controls over financial reporting during our most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, our internal controls over financial reporting.
PART II. OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

In May 2013, the Company received a shareholder demand alleging that certain option grants to the President and Chief Executive Officer, Michael A.
Narachi, the Chief Business Officer and acting-Chief Financial Officer, Joseph P. Hagan, and the Senior Vice President, General Counsel and Secretary,
Heather D. Turner, in 2011 were granted in excess of the 1,500,000 share limit set forth in Section 3.3 of the Orexigen Therapeutics, Inc. 2007 Equity
Incentive Award Plan, or Plan, as to the number of shares of the Company’s common stock with respect to which one or more stock awards may be granted to
any one eligible participant during any of the Company’s fiscal years. The Company refers to this limit as the 162(m) Award Limit. The Company’s board of
directors established a demand review committee composed of independent directors to conduct an investigation with respect to the shareholder demand and
to make recommendations to the board of directors. The demand review committee engaged independent counsel as part of its investigation and evaluated
(1) the terms of the Plan, (2) the initial issuance procedures for the option grants to Mr. Narachi, Mr. Hagan and Ms. Turner during 2011, (3) the authority
available to the compensation committee of the board of directors under its charter and the Plan, (4) the expectations of the award recipients and (5) the intent
of the board of directors and the compensation committee regarding the availability of an exemption from the deductibility limitations of Section 162(m) of
the Internal Revenue Code for such option grants. Following its investigation, the demand review committee determined that the 162(m) Award Limit first
became effective as of June 2, 2011, and that, therefore, awards granted under the Plan prior to June 2, 2011, did not count toward the 162(m) Award Limit.
The demand review committee determined that the awards granted to Mr. Hagan between June 2, 2011 and December 31, 2011 did not exceed the 162(m)
Award Limit. The demand review committee further determined that the options granted to Mr. Narachi and Ms. Turner, including the portion of such awards
in excess of the 162(m) Award Limit, were validly approved under the Plan, although the portion of those awards in excess of the 162(m) Award Limit does
not qualify as performance-based compensation under Section 162(m). In September 2013, the compensation committee amended the Plan, with the approval
of the Company’s board of directors, to take the following actions: (1) to clarify that the 162(m) Award Limit only applies to awards or the portion thereof
intended to qualify as performance-based compensation under Section 162(m); and (2) to confirm that the compensation committee has the authority to make
awards in excess of the 162(m) Award Limit, which board action the Company refers to as the Plan Amendment. The Plan Amendment is deemed effective as
of June 10, 2011, consistent with the authority of the compensation committee as administrator of the Plan as of that date. Any grants under the Plan in excess
of the 162(m) Award Limit are not intended to qualify as performance-based compensation under Section 162(m).
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On December 9, 2013, the same shareholder who made a demand on the board in May 2013 filed a derivative lawsuit purportedly on behalf of the
Company against certain of the officers and current and former members of the board of directors in the United States District Court, for the Southern District
of California, captioned Turgeman v. Narachi, et al. The lawsuit asserts claims for breach of fiduciary duty, waste and unjust enrichment based on, among
other things, the alleged grant of stock options to certain officers in excess of the 162(m) Award Limit, repricing stock options allegedly in violation of the
Company’s equity incentive plan, the board of directors’ conduct in responding to the May 2013 shareholder demand, and making allegedly false and
misleading statements. The lawsuit seeks, among other things, declaratory relief, corporate governance reforms, rescission of certain stock option awards,
rescission of the Plan Amendment, injunctive relief, damages, restitution, disgorgement and attorney’s fees. On July 23, 2014, the Company and the
individual defendants filed a motion to dismiss the Turgeman complaint. On March 9, 2015, the court granted the motion to dismiss with thirty days leave to
amend. An amended complaint was filed on April 8, 2015. The amended complaint asserts the same derivative claims as the original complaint and asserts a
putative claim on behalf of plaintiff and the Company’s shareholders for breach of contract for alleged violations of the 2007 Equity Incentive Plan. On
May 8, 2015, the Company and the individual defendants filed a motion to dismiss the amended complaint. The court has not yet ruled on the motion.
On March 10, 2015, a purported class action lawsuit was filed against the Company and certain of the Company’s officers in the United States District
Court, for the Southern District of California, captioned Colley v. Orexigen, et al. The following day, two additional putative class action lawsuits were filed
in the same court, captioned Stefanko v. Orexigen, et al., and Yantz v. Orexigen, et al., asserting substantially similar claims. On June 22, 2015, the court
consolidated the lawsuits and appointed a lead plaintiff. On August 20, 2015, the lead plaintiff filed a consolidated complaint. The consolidated complaint
purports to assert claims on behalf of a class of purchasers of the Company’s stock between March 3, 2015 and May 12, 2015. It alleges that defendants
violated Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 by purportedly making false and misleading statements regarding the interim
results and termination of the Light Study. The consolidated complaint seeks an unspecified amount of damages, attorneys’ fees and equitable or injunctive
relief. On October 5, 2015, defendants filed a motion to dismiss the consolidated complaint. On May 19, 2016, the District Court granted the motion to
dismiss, dismissing portions of the consolidated complaint with prejudice and portions without prejudice. The Court granted lead plaintiff 30 days to file an
amended complaint with respect to those portions not dismissed with prejudice. On June 16, 2016, lead plaintiff filed a notice of intent not to file an
amended complaint but to proceed directly to an appeal of the Court’s decision dismissing the consolidated complaint. As a result, the court entered
judgment dismissing the consolidated complaint with prejudice on June 27, 2016. Lead plaintiff has not yet filed a Notice of Appeal. Although management
believes that any appeal would lack merit and intends to defend against it vigorously, there are uncertainties inherent in any litigation and the Company
cannot predict the outcome. As this time, the Company is unable to estimate possible losses or ranges of losses that may result from such legal proceedings,
and it has not accrued any amounts in connection with such legal proceedings other than ongoing attorney’s fees.
On June 3, 2016, plaintiff Ben Wilkin, a shareholder who had previously made a shareholder demand to inspect certain books and records of the
Company, filed a derivative lawsuit purportedly on behalf of the Company against certain of the Company’s current and former officers and members of the
board of directors in the Delaware Chancery Court, captioned Wilkin v. Narachi, et al. The lawsuit asserts claims for breach of fiduciary duty and waste of
corporate assets based on essentially the same set of facts underlying the Colley, Stefanko and Yantz consolidated class action. The lawsuit seeks, among
other things, damages, corporate governance reforms, injunctive relief, restitution, disgorgement and attorney’s fees. Management believes that the claims
lack merit and intends to defend against them vigorously.
It is possible that additional securities class action litigation may be brought against the Company following stock price declines related to the release
of information regarding Contrave or clinical trial results, including the Light Study or related to the matters alleged in the May 2013 shareholder demand
and/or the Plan Amendment. Any adverse determination in such litigation could subject the Company to significant liabilities.
In April 2015, the Company and Takeda received a Paragraph IV certification notice letter regarding an abbreviated new drug application, or ANDA,
submitted to the FDA by Actavis Laboratories FL, Inc., or Actavis, requesting approval to market, sell, and use a generic version of Contrave. In its notice
letter, Actavis alleges that U.S. Patent Nos. 7,375,111; 7,462,626; 8,088,786; 8,318,788; 8,722,085; 8,815,889; and 8,916,195, which are listed in the FDA’s
Approved Drug Products with Therapeutic Equivalence Evaluations, or the Orange Book, for Contrave, are invalid, unenforceable and/or will not be
infringed by Actavis’ manufacture, use or sale of the product described in its ANDA. In June 2015, the Company and Takeda filed a patent infringement
lawsuit in the U.S. District Court for the District of Delaware against Actavis and certain of its affiliates related to the ANDA previously filed by Actavis and
described above. The lawsuit claims infringement of the seven patents that were the subject of Actavis’ notice letter,
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as described above. In accordance with the Drug Price Competition and Patent Term Restoration Act of 1984, known as the Hatch-Waxman Act, as a result of
having filed a patent infringement lawsuit within 45 days of receipt of Actavis’ notice letter, FDA approval of the ANDA will be stayed until the earlier of
(i) 30 months from the date of receipt of the notice letter or (ii) a District Court decision finding that the identified patents are invalid, unenforceable or not
infringed. In July 2015, Actavis filed an answer, affirmative defenses and counterclaim to the Company’s and Takeda’s complaint, and the Company and
Takeda filed an answer to Actavis’ counterclaim in August 2015. Moreover, in July 2015, the court ordered a stipulation between the Company, Takeda and
Actavis in which we and Takeda agreed to dismiss all defendants except Actavis without prejudice, and Actavis agreed that the related Actavis entities will
be bound to judgments and orders of the court against Actavis and will be subject to discovery as if they were parties. In September 2015, the court entered a
scheduling order, setting a claim construction hearing for May 2016 and a three-day bench trial to begin in June 2017. After reviewing Actavis’ ANDA, the
Company and Takeda subsequently dropped U.S. Patent Nos. 8,088,786, 8,318,788, 8,722,085 and 8,916,195 from the lawsuit. In April 2016, the Company
and Takeda filed an amended complaint against Actavis asserting newly issued U.S. Patent No. 9,125,868. In June 2016, in response to the May 2016 claim
construction hearing, the court adopted the Company’s proposed constructions for the majority of the disputed claim terms. In August 2016, in connection
with the end of the transition period associated with the separation agreement entered into between the Company and Takeda, Takeda transferred the
responsibility for management of this patent infringement lawsuit to the Company. Although the Company plans to vigorously enforce Contrave intellectual
property rights, there are uncertainties inherent in any litigation and we cannot predict the outcome.
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Item 1A. Risk Factors.
You should carefully consider the following risk factors, as well as the other information in this report, before deciding whether to purchase, hold or
sell shares of our common stock. The occurrence of any of the following risks could harm our business, financial condition, results of operations and/or
growth prospects or cause our actual results to differ materially from those contained in forward-looking statements we have made in this report and those
we may make from time to time. You should consider all of the factors described when evaluating our business. We have marked with an asterisk (*) those
risk factors that reflect substantive changes from the risk factors included in our previously filed Annual Report on Form 10-K for the year ended
December 31, 2015.

Risks Related to Our Business and Industry
*Our success for the foreseeable future is dependent solely on the success of our approved product, Contrave® (naltrexone HCI and bupropion HCI)
extended release, or ER, tablets.
To date the majority of our resources have been focused on the research and development of Contrave. In September 2014, the U.S. Food and Drug
Administration, or the FDA, approved our New Drug Application, or NDA, for Contrave extended-release tablets as an adjunct to a reduced-calorie diet and
increased physical activity for chronic weight management in adults with an initial body mass index, or BMI, of 30 kg/m2 or greater (obese), or 27 kg/m2 or
greater (overweight) in the presence of at least one weight-related comorbid condition. In March 2015, the European Commission, or the EC, granted a
centralized marketing authorization for Contrave (under the name Mysimba®) that is valid in all 28 European Union member states, as well as Norway,
Ireland and Lichtenstein, for Mysimba to be placed on the market. We are now focused on the commercialization of Contrave in the United States. Our former
collaboration partner, Takeda Pharmaceutical Company Limited, or Takeda, commercially launched Contrave in the United States in October 2014. In
addition, in May 2016, our commercialization partner, Kwang Dong Pharmaceutical Company, Ltd., obtained regulatory approval for Contrave in South
Korea. Kwang Dong expects to begin marketing Contrave in the second half of 2016. We are currently advancing plans for the commercial launch of
Mysimba in certain markets in Central and Eastern Europe and Turkey with our partner, Valeant Pharmaceuticals, while in parallel continuing partnering
discussions for the rights to Contrave and Mysimba in other markets in the European Union and other territories outside the United States, our ability to
generate revenue for the foreseeable future will depend primarily on the commercial success of Contrave in the United States.
*If Contrave does not achieve broad market acceptance, the revenues that we generate from its sales will be limited.
The commercial success of Contrave or any other product candidates for which we obtain marketing approval from the FDA or other regulatory
authorities will depend upon the acceptance of these products by both the medical community and patient population. Coverage and reimbursement of our
product by third-party payors, including government payors, generally is also necessary for optimal commercial success. The degree of market acceptance of
any of our approved products will depend on a number of factors, including:
•

our ability to provide acceptable evidence of safety and efficacy;

•

the timing of market introduction of our products as well as competitive products;

•

the relative convenience and ease of administration;

•

the prevalence and severity of any adverse side effects;

•

limitations or warnings contained in a product’s FDA-approved labeling, including, the “black box” warning(s) and pregnancy
precautions associated with the active pharmaceutical ingredients, or APIs, in Contrave and included in Contrave’s product label;

•

availability of alternative treatments and the potential or perceived advantages or disadvantages of such treatments, including, in the
case of Contrave, a number of competitive products approved for the treatment of weight loss or expected to be commercially launched
in the near future;

•

pricing, discounts and cost effectiveness;

•

our Risk Evaluation and Mitigation Strategy, or REMS, if any are imposed;
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•

the effectiveness of our, our contract sales organization’s, and our collaborators’ sales and marketing strategies;

•

the effectiveness of our ability to distribute our products to our customers, including our ability to negotiate the terms of our agreements
with third party distributors that are consistent with, or as favorable as, terms that were negotiated when we had a large pharmaceutical
partner;

•

our and our partners’ ability to obtain sufficient third-party coverage or reimbursement; and

•

the willingness of patients to pay out of pocket in the absence of third-party coverage.

If Contrave does not achieve an adequate level of acceptance by physicians, health care payors and patients, we may not generate sufficient revenue from our
product, and we may not become or remain profitable. In addition, our efforts to educate the medical community and third-party payors on the benefits of our
product may require significant resources and may never be successful.
*We have limited sales and marketing experience and resources.
To date, the marketing of Contrave has been focused on large markets traditionally served by general and family practitioners and internists. General
physicians number in the several hundred thousand in the United States and hundreds of thousands outside the United States. Traditional pharmaceutical
companies employ groups of sales representatives numbering in the thousands to call on this large generalist physician population. In order to effectively
promote to these physician groups, we entered into an amended and restated collaboration agreement with Takeda in July 2015 to further develop and
commercialize Contrave in the United States. However, following the end of a transition period on August 1, 2016, we will assume full responsibility for the
continued development and commercialization of Contrave in the United States. We have never, as an organization, commercialized a product and there is
no guarantee that we will be able to do so successfully. Included in our strategy in the United States is the establishment of a specialty sales force to continue
the commercialization of Contrave. While we have established our commercial team and have hired our U.S. sales force, we will need to further develop the
team in order to successfully market and sell Contrave in the United States which will require significant time and resources and our ability to market and sell
our product and generate revenues from Contrave may be delayed or limited. Our sales organization is currently contracted through a contract sales force.
Although the new contract sales force consists of sales professionals with experience in the pharmaceutical industry, including many with experience selling
weight management products, we cannot assure you that their sales efforts will be effective or produce the results we expect. We will be competing with other
pharmaceutical and biotechnology companies to recruit, hire, train and retain marketing and sales personnel. Further, we may face difficulties or delays in
obtaining the required licenses and permits to sell Contrave in individual states and jurisdictions. If our commercialization of Contrave in the United States is
unsuccessful or perceived as disappointing, our stock price could decline significantly and the long-term success of the product and our Company could be
harmed.
*If we do not enter into additional collaboration, distribution or co-promotion arrangements, we may not be able to effectively market and sell
Contrave/Mysimba outside the United States and our ability to generate revenues may be delayed or limited.
We have entered into an agreement with a contract sales organization to sell Contrave in the United States. We have a distribution agreement with
Valeant Pharmaceuticals for the sale of Contrave in certain Central and Eastern European countries and Turkey and we have an agreement with Kwang Dong
Pharmaceutical Company, Ltd. for commercialization of Contrave in South Korea. In order to expand the market opportunity for Contrave we must either
establish additional sales and marketing collaborations, additional distribution or co-promotion arrangements or continue to expend significant resources to
develop our own sales and marketing presence. We may not be able to enter into additional collaboration, distribution or co-promotion arrangements on
acceptable terms, if at all. If we are unable to enter into additional collaboration, distribution or co-promotion arrangements for Contrave/Mysimba in
additional geographies and we must develop our own sales and marketing presence to address the physicians in these geographic areas, we will require
additional capital and our ability to market and sell our product and generate revenues from our product may be delayed or limited. Even if we do enter into
additional collaboration, distribution or co-promotion arrangements with third parties, we will be reliant on such third parties to successfully develop and/or
commercialize
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our product in these areas. These third parties may fail to develop or effectively commercialize our product because they cannot obtain the necessary
regulatory approvals, decide to pursue a competitive potential product that may be developed outside of the collaboration or fail to devote the resources
necessary to realize the full commercial potential of our product, especially in light of the resources being devoted by our competitors’ collaboration and copromotion partners. Any such failures would negatively affect our ability to generate revenues from sales of Contrave/Mysimba outside the United States.
We also face competition in our search for collaborators, co-promoters and distributors. If our competitors are able to establish collaboration,
distribution or co-promotion arrangements with pharmaceutical companies who have substantially greater resources than we have, our ability to successfully
commercialize Contrave/Mysimba outside the United States will be limited and as a result our competitors may be more successful in marketing and selling
their products in these geographic areas.
*We currently rely on our former collaboration partner, Takeda, for a number of services related to the commercialization and development of Contrave.
Following the end of a transition period on August 1, 2016, we will assume full responsibility for the continued development and commercialization of
Contrave in the United States. However, we continue to rely on Takeda for a number of services pursuant to a transition services agreement, which services we
expect to completely transition to us over the next many months. The full transition of these services requires us to expand our organization and our
capabilities and will require additional time and resources and we cannot assure you that our efforts to complete the transition of all services will be
completed successfully.
In addition, pursuant to our separation agreement, Takeda remains responsible for the conduct and completion of certain post-marketing studies for
Contrave. We are reliant on Takeda for execution of these studies. Nevertheless, as the IND holder, we are responsible for ensuring that these studies are
conducted in accordance with applicable protocol, legal, regulatory and scientific standards, and our reliance on Takeda does not relieve us of our regulatory
responsibilities. Except for remedies available to us under our agreements with Takeda, we cannot control whether or not it devotes sufficient time and
resources to these studies. If Takeda does not successfully carry out its responsibilities or meet expected deadlines, or if the quality or accuracy of the clinical
data they obtain is compromised due to the failure to adhere to our protocols or regulatory requirements or for other reasons, our post-marketing development
of Contrave may be delayed.
*Even though Contrave received regulatory approval from the FDA and the EC, it will still be subject to ongoing and continued regulatory review and
post-marketing requirements in these countries and elsewhere, which may result in significant expense and limit our ability to commercialize this product.
Even though U.S. regulatory approval has been obtained for Contrave, the FDA has imposed restrictions on its indicated uses and marketing and has
imposed ongoing requirements for post-marketing studies and other activities. For example, the approved use of Contrave is limited as an adjunct to a
reduced-calorie diet and increased physical activity for chronic weight management in adults with an initial BMI of 30 kg/m2 or greater (obese), or 27 kg/m2
or greater (overweight) in the presence of at least one weight-related co-morbid condition. The label also contains a “boxed” warning regarding the potential
for suicidal thoughts and behaviors and neuropsychiatric reactions as a side effect of the drug. We are also required to conduct a number of post-marketing
studies including a series of studies in obese pediatric patients to evaluate the safety and efficacy of Contrave for weight management in pediatric
populations and a group of short-term trials, including a thorough QT study, single-dose pharmacokinetic studies in renal and hepatic impairment, and a
drug-drug interaction study. Finally, although FDA approval of Contrave was based in part on 25% interim analysis data from the Light Study, which was
terminated in May 2015 and which evaluated the CV safety of Contrave, the FDA determined that the Light Study would not satisfy a post-marketing
requirement related to CV outcomes. As a result, the FDA is requiring us to conduct a new placebo-controlled CVOT, with a pre-specified goal to exclude a
hazard ratio of 1.4, with the upper bound of the 95% confidence interval. A CVOT, which we refer as the CONVENE trial, was initiated by Takeda in February
2016, with the final study results originally expected to be available by January 2022. However, following the termination of our collaboration with Takeda,
we determined that the transfer of the recently-initiated, multi-year CONVENE trial to us from Takeda would have involved substantial complexity due to the
scope, size and nature of the trial. After a careful assessment, we determined that the transfer of current clinical trial operations and systems may result in a
significant interruption to study conduct and possibly data integrity. As a result, Takeda terminated the CONVENE trial in April 2016. We notified the
clinical trial sites and the FDA of the decision to terminate the CONVENE trial and we expect to finalize a revised protocol and plans to start a new CVOT
under our IND after conferring with the FDA. We cannot assure you that a new CVOT will satisfy the
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FDA’s post-marketing requirements related to CV outcomes or that the FDA will not require us to conduct additional studies during or after the new CVOT.
Any issues relating to these restrictions or post-marketing requirements (including any additional studies which the FDA may require or a delay in
conducting the post-marketing required studies) could have an adverse impact on our ability to achieve market acceptance of or continue marketing
Contrave in the United States and to generate revenue from its sale in the United States. To the extent that Contrave is approved for sale in other countries in
addition to the United States, the European Union and South Korea, we may be subject to similar restrictions and requirements imposed by laws and
government regulators in those countries.
Contrave will also be subject to ongoing requirements established by the FDA and other regulatory authorities in the European Union and elsewhere
governing the manufacturing, labeling, packaging, storage, advertising, promotion, recordkeeping and submission of safety and other post-market
information, including, among other things, information related to the stability and consistency and reliability of the quality of Contrave (e.g. strength,
purity and potency). These requirements include, among other things, submissions of safety and other post-marketing information and reports, registration, as
well as continued compliance with current good manufacturing practice, or cGMP, regulations and good clinical practice, or GCP, requirements for any
clinical trials that we conduct post-approval.
Approved products, manufacturers and manufacturers’ facilities are subject to continual review and periodic inspections. Later discovery of previously
unknown problems with a product, such as adverse events of unanticipated severity or frequency, problems with the facility where the product is
manufactured, or failure to comply with regulatory requirements, may result in, among other things, restrictions on that product or on us or a partner,
including:
•

withdrawal of the product from the market or voluntary or mandatory product recalls;

•

warning letters or untitled letters;

•

civil or criminal penalties, including fines;

•

withdrawal of regulatory approval;

•

suspension of any ongoing clinical trials;

•

refusal by the FDA or other regulatory authorities to approve pending applications or supplements to approved applications filed by us,
or suspension or revocation of product approvals;

•

restrictions on operations, including restrictions on the marketing or manufacturing of the product or the imposition of costly new
manufacturing requirements; or

•

seizure or detention, or refusal to permit the import or export of products.

In addition, the policies of the FDA and other regulatory authorities in the European Union and elsewhere may change and additional government
regulations may be enacted that could impact the marketing of Contrave/Mysimba. If we are slow or unable to adapt to changes in existing requirements or
the adoption of new requirements or policies, or if we are not able to maintain regulatory compliance, we may lose any marketing approval that we may have
obtained in the United States and Europe, which would adversely affect our business, prospects and ability to achieve or sustain profitability.
*Our clinical trials, including the CVOT and other post-marketing required studies, may fail to demonstrate acceptable levels of safety or efficacy of
Contrave, which could prevent or significantly delay Contrave’s regulatory approval in countries outside the United States, the European Union and South
Korea and may adversely impact our ability to maintain regulatory approval in the United States and the European Union.
Contrave is prone to the risks of failure inherent in drug development, even following approval from the FDA. Even though U.S. and European Union
regulatory approvals have been obtained for Contrave/Mysimba, the FDA has imposed ongoing requirements for post-marketing studies. Any issues relating
to these post-marketing requirements (including any additional studies which the FDA may require or a delay in conducting the post-marketing required
studies and issues relating to the safety or efficacy of Contrave) could have an adverse impact on our ability to receive regulatory approval outside the United
States, to achieve market acceptance of or continue marketing Contrave in the United States and to generate revenue from its sale in the United States. To the
extent that Contrave is approved for sale in other countries, we may be subject to similar restrictions and requirements imposed by laws and government
regulators in those countries.
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Before obtaining regulatory approvals for the commercial sale of any product candidate for a target indication, we must demonstrate with substantial
evidence gathered in adequate and well-controlled clinical trials, and, with respect to approval in other countries, similar regulatory authorities in those
countries, that the product candidate is safe and effective for use for that target indication.
In addition, we may need to complete additional preclinical testing of any product candidate to evaluate safety and toxicity and the FDA may require
us to conduct additional clinical trials. The results from the preclinical and clinical trials that we have completed for Contrave may not be replicated in future
trials, or we may be unable to demonstrate sufficient safety and efficacy to obtain the requisite regulatory approvals for Contrave (outside the United States,
the European Union and South Korea) and maintain approval for Contrave in the geographies in which we have approval today. A number of companies in
the biotechnology and pharmaceutical industries have suffered significant setbacks in advanced clinical trials, including post-marketing clinical trials, even
after promising results in earlier trials. If Contrave is not shown to be safe and effective in clinical trials, our clinical development program could be delayed
or terminated. Any delays could also result in the need for additional financing, and our failure to adequately demonstrate the efficacy and safety of any other
product candidates that we may develop, in-license or acquire would prevent receipt or maintenance of regulatory approval and, ultimately, the
commercialization of that product candidate.
We expect intense competition in the obesity marketplace for Contrave and new products may emerge that provide different or better therapeutic
alternatives for obesity and weight loss.
Contrave competes with well-established prescription drugs for the treatment of obesity, including Xenical ® (orlistat), marketed by Genentech, Inc.
Orlistat has also been launched by GlaxoSmithKline in over-the-counter form under the brand name allí ®, which represents additional competition and
potential negative pricing pressure. Orlistat is marketed by a pharmaceutical company with substantially greater resources than we have. In addition, a
number of generic pharmaceutical products are prescribed for obesity, including phentermine, phendimetrazine, benzphetamine and diethylpropion. Some of
these generic drugs, and others, are prescribed in combinations that have shown anecdotal evidence of efficacy. These products are sold at much lower prices
than Contrave. The availability of a large number of branded prescription products, including drugs that are prescribed off-label, generic products and overthe-counter products could limit the demand for, and the price we or our partners are able to charge for Contrave and any future products. Vivus, Inc.
commercially launched its combination product, phentermine/topiramate, in the United States under the name Qsymia in September 2012. Eisai Inc., the
collaboration partner of Arena Pharmaceuticals, Inc., or Arena, commercially launched lorcaserin in the United States under the name Belviq in June 2013.
Vivus, Arena and Eisai may already have built a significant competitive advantage as Contrave did not become commercially available in the United States
until October 2014. Moreover, Novo Nordisk’s product, Saxenda, received FDA and European Commission approval and commercially launched in the
United States in April 2015, with launches in additional markets planned in the future. These products represent additional competition and potential
negative pricing pressure with respect to Contrave. Further, if safety concerns about these products’ use arise after their launch, such concerns may materially
and adversely affect the commercialization of Contrave.
Currently, there are a number of drug products in development for obesity which could become competitors against our product. These include
products being developed by AstraZeneca, Athersys, Inc., Johnson & Johnson, Norgine BV, A/S, and Novo Nordisk.
There are also surgical approaches to treat severe obesity that are becoming increasingly accepted and could become competitors against our product.
Two of the most well established surgical procedures are gastric bypass surgery and adjustable gastric banding. In addition, other potential approaches which
utilize various implantable devices or surgical tools are in development, including an endoscopic approach for treating obesity. Some of these approaches are
in late stage development and may be approved for marketing. Companies such as Allergan, Inc., Boston Scientific, Covidien Ltd., EnteroMedics, Inc., GI
Dynamics, Inc., Johnson & Johnson and Medtronic, Inc. are all active in this space and may have substantially greater resources than we have.
New developments, including the development of other drug technologies and methods of preventing the incidence of disease, occur in the nutritional,
pharmaceutical and medical technology industries at a rapid pace. These developments may render our product less competitive. Some of our potential
competitors are large pharmaceutical or device firms and have substantially greater resources than we have. These resources could be directed toward the
obesity market and include:
•

research and development resources, including personnel and technology;
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•

regulatory experience;

•

drug development and clinical trial experience;

•

experience and expertise in exploitation of intellectual property rights; and

•

capital resources.

As a result of these factors, our competitors may more rapidly develop products than we did or may do in the future or may obtain patent protection or
other intellectual property rights that limit our ability to develop or commercialize our product. Our competitors may also develop drugs or surgical
approaches that are more effective, more useful and less costly than ours and may also be more successful in manufacturing and marketing their products. In
addition, our competitors may be more effective in commercializing their products. We currently outsource our manufacturing and therefore rely on third
parties for that competitive expertise. There can be no assurance that we will be able to develop or contract for these capabilities on acceptable economic
terms, or at all.
*We and our partners are subject to uncertainty relating to reimbursement policies which, if not favorable to Contrave, could hinder or prevent Contrave’s
commercial success.
Our ability and our partners’ ability to commercialize our approved product successfully will depend in part on the extent to which governmental
authorities, private health insurers and other third-party payors establish favorable coverage and reimbursement levels for our product and related treatments.
As a threshold for coverage and reimbursement, third-party payors generally require that drug products have been approved for marketing by the FDA. Thirdparty payors also are increasingly challenging the effectiveness of and prices charged for medical products and services. We cannot provide any assurances
that we or our partners will be able to obtain adequate third-party coverage or reimbursement for our product in whole or in part.
The obesity therapy market, in particular, continues to be marked by limited coverage and reimbursement from health insurers and other payors, who
have historically viewed obesity as a lifestyle issue. For example, state Medicaid programs, administered by individual states for qualifying low-income
individuals, are permitted to exclude coverage for weight loss drugs. In addition, weight loss drugs are excluded from coverage under the Medicare Part D
prescription drug program for eligible seniors and disabled individuals. Medicare is a federal governmental third-party payor whose policies often are
emulated or adopted by other payors. Although the Centers for Medicare & Medicaid Services, or CMS, which administers the Medicare program, has
removed longstanding policy language that obesity itself cannot be considered an illness, the agency interprets the Part D exclusion of weight loss drugs as
applying to novel obesity therapies. However, CMS has since issued a national policy covering bariatric surgery for co-morbid conditions associated with
obesity, and extended coverage under the Medicare program for intensive behavioral therapy for beneficiaries with obesity. The benefit provides for
screening for obesity and counseling for eligible beneficiaries by primary care providers in physician’s offices. Although third-party payors’ willingness to
cover and reimburse obesity-related products and services appears to be changing, as exemplified by Medicare changes, we may continue to face a poor
coverage and reimbursement environment.
Currently, Contrave as well as our competitors’ drug products have limited third-party payor coverage. This means that individuals prescribed such
drug products often either have significant out-of-pocket costs or pay for the products entirely by themselves. If Contrave does not receive adequate coverage
or reimbursement, or if patients are unwilling to pay out of pocket for Contrave, the market acceptance and commercial success of Contrave may be limited.
Our failure to successfully acquire, develop and market additional product candidates or approved products would impair our ability to grow.
As part of our corporate strategy, we may acquire, in-license, develop and/or market additional products and product candidates. Because our internal
research capabilities are limited, we may be dependent upon pharmaceutical and biotechnology companies, academic scientists and other researchers to sell
or license products or technology to us. The success of this strategy depends partly upon our ability to identify, select and acquire promising pharmaceutical
product candidates and products.
The process of proposing, negotiating and implementing a license or acquisition of a product candidate or approved product is lengthy and complex.
Other companies, including some with substantially greater financial, marketing and sales resources, may compete with us for the license or acquisition of
product candidates and approved products. We have limited resources to identify and execute the acquisition or in-licensing of third-party products,
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businesses and technologies and integrate them into our current infrastructure. Moreover, we may devote resources to potential acquisitions or in-licensing
opportunities that are never completed, or we may fail to realize the anticipated benefits of such efforts. We may not be able to acquire the rights to additional
product candidates on terms that we find acceptable, or at all.
In addition, future acquisitions may entail numerous operational and financial risks, including:
•

exposure to unknown liabilities;

•

disruption of our business and diversion of our management’s time and attention to develop acquired products or technologies;

•

substantial debt or dilutive issuances of securities to pay for acquisitions;

•

higher than expected acquisition and integration costs;

•

increased amortization expenses;

•

difficulty and cost in combining the operations and personnel of any acquired businesses with our operations and personnel;

•

impairment of relationships with key suppliers or customers of any acquired businesses due to changes in management and ownership;
and

•

inability to retain key employees of any acquired businesses.

Further, any product candidate that we acquire may require additional development efforts prior to commercial sale, including extensive clinical
testing and approval by the FDA and applicable foreign regulatory authorities. All product candidates are prone to risks of failure typical of pharmaceutical
product development, including the possibility that a product candidate will not be shown to be sufficiently safe and effective for approval by regulatory
authorities. In addition, we cannot provide assurance that any products that we develop or approved products that we may acquire will be commercialized
profitably or achieve market acceptance.
*Delays in the commencement, the transfer and delivery of clinical trial information, the transition of clinical trials or completion of clinical trials or the
requirement to conduct additional clinical trials could result in increased costs to us and delay or limit our ability to continue development programs,
maintain or receive additional regulatory approvals and/or generate revenues.
Delays in the commencement, the transfer and delivery of clinical trial information, the transition of clinical trials, including the transition of postmarketing studies from Takeda to us, or completion of clinical trials could significantly affect our product development costs or adversely impact our ability
to maintain or receive additional regulatory approvals. We do not know whether clinical trials will begin on time or whether clinical trials will be completed
on schedule, if at all. The commencement, transfer and delivery of clinical trial information, the transition of clinical trials and completion of clinical trials
can be delayed for a number of reasons, including delays related to:
•

obtaining regulatory approval to commence a clinical trial, including regulatory approval of the design of a clinical trial;

•

reaching agreement on acceptable terms with prospective contract research organizations, or CROs, and trial sites, the terms of which can
be subject to extensive negotiation and may vary significantly among different CROs and trial sites;

•

manufacturing sufficient quantities of a product for use in clinical trials;

•

obtaining institutional review board, or IRB, approval to conduct a clinical trial at a prospective site;
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•

recruiting and enrolling patients to participate in clinical trials for a variety of reasons, including competition from other clinical trial
programs for the treatment of obesity or similar indications and the restrictions imposed by the design and length of a clinical trial;

•

retaining patients who have initiated a clinical trial, but may be prone to withdraw due to side effects from the therapy, lack of efficacy or
personal issues, or who are lost to further follow-up;

•

the status of our collaborative relationship with Takeda with respect to the post-marketing requirements which are being completed by
Takeda during the transition period; and

•

timely collection, review and analysis of our clinical trial data.

A clinical trial may be suspended or terminated by us, a development partner, the FDA (or an equivalent regulatory authority outside the United
States), the IRB overseeing the clinical trial at issue, any of our clinical trial sites with respect to that site, or other regulatory authorities due to a number of
factors, including:
•

failure to conduct the clinical trial in accordance with regulatory requirements or our clinical protocols;

•

lack of adequate funding or other resources to continue the clinical trial;

•

inspection of the clinical trial operations or trial sites by the FDA or other regulatory authorities resulting in the imposition of a clinical
hold;

•

unforeseen safety issues; and

•

logistical and operational challenges inherent in complex clinical trials.

Additionally, changes in regulatory requirements and guidance for developing products for weight management may occur and we may need to initiate
new clinical trials or change protocols of existing clinical trials to account for these changes. In addition, many of the factors that cause, or lead to, a delay in
the commencement or completion or termination of clinical trials, may also ultimately lead to the termination of a development program and/or the denial of
regulatory approval of a product candidate, including the denial of an NDA or regulatory approval outside the United States.
*Contrave may cause undesirable side effects that could delay or prevent commercialization, limit the commercial profile of an approved label, result in
significant negative consequences following marketing approval or delay or prevent regulatory approval.
Undesirable side effects caused by our product could cause regulatory authorities to withdraw or limit their approval of the product or could cause us or
regulatory authorities to interrupt, delay or halt clinical trials and could result in a more restrictive label or the delay or denial of regulatory approval by the
FDA or other regulatory authorities. Contrave has been evaluated in four completed Phase III clinical trials, which we refer to collectively as the Contrave
Obesity Research, or COR, program. Across the entire COR program, seven patients experienced serious adverse events that were attributed by investigators
as possibly related or related to Contrave treatment. These consisted of cholecystitis (gallbladder inflammation) (2), seizure (2), palpitations (1), paresthesia
(1) and vertigo (1). The most frequently observed treatment-emergent adverse events were nausea, constipation, headache, vomiting, dizziness, insomnia, dry
mouth and diarrhea. Nausea was the leading adverse event resulting in discontinuation; however, for the majority of patients experiencing nausea, it was mild
to moderate, transient and manageable. In the Light Study 50% interim analysis, which interim analysis was completed in connection with the termination of
the Light Study in 2015 and was designed only as an early and preliminary assessment of safety to support regulatory approvals of Contrave, there were no
unexpected new safety signals observed. Serious adverse events and adverse events leading to discontinuation were generally consistent with the overall
safety profile established in the COR program. However, a larger number of CV events are required to determine the effect of Contrave on CV outcomes and
these safety conclusions may change in connection with the required post-marketing CVOT.
The safety data we have disclosed to date represents our interpretation of the data at the time of disclosure and it is subject to our further review and
analysis. Serious adverse events have been reported to the FDA (and an equivalent applicable regulatory authority) and study investigators as required in
accordance with current guidelines and standards. Serious adverse events that are not characterized by clinical investigators as possibly related to our study
drug or adverse events that occur in small numbers may not be disclosed to the public until such time the various
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documents submitted to the FDA as part of the approval process are made public. We are unable to determine if the subsequent disclosure of adverse events
will have an adverse effect on our stock price. In addition, our interpretation of the safety data from our clinical trials is contingent upon the review and
ultimate approval of the FDA. The FDA may not agree with our methods of analysis or our interpretation of the results.
In addition, the constituent drugs of our product each has its own side effect profile that is included in the respective current product label. Contrave’s
label includes the side effect profiles of each of its constituent drugs, including a “boxed” warning regarding the potential for suicidal thoughts and
behaviors and neuropsychiatric reactions as a side effect of the drug. Moreover, patients may experience side effects that are indicated in the constituent
drugs’ labels, as was the case with the side effects experienced by patients in our clinical trials of Contrave. In addition, while the constituent drugs that make
up Contrave have post-marketing safety records and while we have tested these constituent drugs in combination in our clinical trials of Contrave to date, the
safety of the combined use of the constituents of Contrave is not yet fully known, and any future trials may produce side effects not observed to date. Any of
the side effects of Contrave, or its individual constituent drugs, could limit the commercial profile of the approved label.
Further, if we or others, including our partners, identify undesirable side effects caused by the recently launched Contrave, a number of potentially
significant negative consequences could result, including:
•

regulatory authorities may withdraw or limit their approval of the product;

•

regulatory authorities may require the addition of labeling statements, such as an additional “boxed” warning with Contrave or an
additional contraindication;

•

we may be required to change the way the product is distributed or administered, to conduct additional clinical trials or to change the
labeling of the product;

•

we or our partners may decide to remove the products from the marketplace;

•

we could be sued and held liable for injury caused to individuals exposed to or taking our product; and

•

our reputation may suffer.

Any of these events could prevent us and our partners from achieving or maintaining market acceptance of Contrave or any other affected product
candidate and could substantially increase the costs of commercializing Contrave and significantly impact our ability and our partners’ ability to
successfully commercialize Contrave and generate revenues.
*We rely primarily on third parties to assist us in the conduct of our clinical trials. If these third parties do not successfully carry out their contractual
duties or meet expected deadlines, we may not be able to commercialize our product within our expected timeframes or at all.
We expect to use a CRO to assist us with monitoring, oversight and statistical support for the post-marketing requirements for Contrave/Mysimba,
including the CVOT. The third parties with whom we contract for execution of our clinical trials play a significant role in the conduct of our clinical trials
and the subsequent collection, review and analysis of data. These third parties, including CROs and investigators, are not our employees, and we have limited
ability to control the amount or timing of resources that they devote to our programs. Nevertheless, we are responsible for ensuring that each of our studies is
conducted in accordance with the applicable protocol, legal, regulatory and scientific standards and that our regulatory filings are consistent with regulatory
requirements. Our reliance on CROs does not relieve us of our regulatory responsibilities. We and our CROs that assist us with our clinical studies are
required to comply with GCPs, which are regulations and guidelines enforced by the FDA and comparable foreign regulatory authorities for products in
clinical development. Regulatory authorities enforce these GCPs through periodic inspections of trial sponsors, principal investigators and trial sites. If we or
our CROs fail to comply with applicable GCPs, the clinical data generated in our clinical trials may be deemed unreliable and regulatory authorities may not
accept the clinical data in support of our marketing applications or in connection with our post-marketing commitments. We cannot assure you that upon
inspection by a given regulatory authority, such authority will determine that any clinical trial complied with GCP requirements. In addition, our clinical
trials must be conducted with product produced under cGMP regulations. If our CROs, consultants or independent investigators fail to devote sufficient time
and resources to our drug development programs, or if their performance is substandard or fails to
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comply with regulatory requirements, it may adversely impact the commercialization of our product. In addition, the execution of clinical trials, the
subsequent compilation, review and analysis of the data produced and the preparation of regulatory applications requires coordination among various
parties. In order for these functions to be carried out effectively and efficiently, it is imperative that these parties provide the necessary resources and
communicate and coordinate with one another. If these third parties are unable to provide the necessary resources or coordinate and communicate with one
another, our clinical trials may be delayed or the completion and analysis of the data and the related regulatory applications may be delayed or compromised.
Moreover, these third parties may also have relationships with other commercial entities, some of which may compete with us. If these third parties also
contract to provide services for our competitors, it could adversely affect our business.
*If the contract manufacturers upon whom we rely fail to produce our product in the volumes that we require on a timely basis, or fail to comply with
stringent regulations applicable to pharmaceutical drug manufacturers, we and our partners may face delays in the development and commercialization of
Contrave.
We do not currently possess nor do we plan to implement manufacturing or packaging processes internally. We currently utilize the services of contract
manufacturers to manufacture and package our clinical and commercial supplies. These supplies include the formulations of our product’s APIs from our API
suppliers, the tablets combining those components and the materials used to package these tablets for commercial use and use in clinical trials. If the contract
manufacturers upon whom we rely fail to produce our product in the volumes required on a timely basis, we may face delays in the continued development
and commercialization of Contrave.
In March 2010, we entered into a long-term manufacturing services agreement, or manufacturing agreement, with Patheon Pharmaceuticals and
Patheon Inc., which we collectively refer to as Patheon, pursuant to which Patheon has agreed to manufacture commercial quantities of our Contrave tablet
products. Under the terms of the manufacturing agreement, as amended by the parties in November 2013, we are required to purchase from Patheon a certain
percentage of our requirements for Contrave tablet products intended for commercial sale, provided certain terms and conditions are met. The initial term of
the manufacturing agreement commenced in March 2010 and shall continue in effect until December 31, 2019. Upon expiration of the initial term, the
agreement will be automatically renewed for additional two year terms. Patheon may terminate the manufacturing agreement at any time upon specified prior
written notice to us. We may also terminate the manufacturing agreement with specified prior written notice to Patheon, subject to our payment of certain
termination amounts. Either party may terminate the manufacturing agreement effective immediately upon written notice to the other in the event that (a) the
other party dissolves, or is declared insolvent or bankrupt by a court of competent jurisdiction, (b) a voluntary petition of bankruptcy is filed in any court of
competent jurisdiction, or (c) the manufacturing agreement is assigned for the benefit of creditors. We may terminate the manufacturing agreement upon
specified prior written notice if any governmental or regulatory authority, including, but not limited to, the FDA, takes any action, or raises any objection,
that prevents us from importing, exporting, purchasing or selling Contrave tablet products. We are also required to give specified advance notice if we intend
to no longer order commercial supplies of Contrave tablet products pursuant to the manufacturing agreement due to the product’s discontinuance in the
market. Patheon may terminate the manufacturing agreement upon specified prior written notice to us if we assign any of our rights under the manufacturing
agreement to an assignee that, in the opinion of Patheon acting reasonably, is (a) not a credit worthy substitute for us, or (b) a competitor of Patheon.
Moreover, either party may terminate the manufacturing agreement upon written notice to the other party where the other party has failed to remedy a
material breach of any of its representations, warranties, or other obligations under the manufacturing agreement within a specified period of time following
receipt of a written notice of the breach, subject to specified terms and conditions.
If we change to other manufacturers in the future, the FDA and comparable foreign regulators must approve these manufacturers’ facilities and
processes prior to use, which would require new clinical studies, testing and compliance inspections, and the new manufacturers would have to be educated
in or demonstrate successful technology transfer of the processes necessary for the production of our product.
The manufacture of pharmaceutical products requires significant expertise and capital investment, including the development of advanced
manufacturing techniques and process controls. Manufacturers of pharmaceutical products often encounter difficulties in production, particularly in scaling
up for commercial production. These problems include difficulties with production costs and yields, quality control, including stability of the product and
quality assurance testing, shortages of qualified personnel and production capacity, equipment failures as well as compliance with strictly enforced federal,
state and foreign regulations, which include product requirements established by the FDA or other regulatory agencies and stability requirements in other
foreign countries that our current product candidate formulations may not be able to meet. If our manufacturers were to encounter any of these difficulties in
the United States or in other foreign countries or otherwise fail to comply with their obligations to us, or if we do not
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accurately forecast our demand, our ability to support the commercial sale of Contrave or to provide product to patients in our clinical trials would be
jeopardized. Moreover, our API suppliers acquire the raw materials necessary to make Contrave API from a limited number of sources. Naltrexone, in
particular, comes from a very limited number of sources. Any delay or disruption in the availability of these raw materials or a change in raw material
suppliers could result in production disruptions, delays or high costs with consequent adverse effects on us. Any delay or interruption in our ability to meet
commercial demand for Contrave will result in the loss of potential revenues. Any delay or interruption in the supply of clinical trial supplies could delay the
completion of clinical trials, increase the costs associated with maintaining a clinical trial program and, depending upon the period of delay, require us to
commence new trials at significant additional expense or terminate the trials completely.
In addition, all manufacturers of our products must comply with cGMP requirements enforced by the FDA through its facilities inspection program.
These requirements may be revised from time to time and include, among other things, quality control, quality assurance and the generation and maintenance
of records and documentation. Manufacturers of our products may be unable to comply with these cGMP requirements and with other FDA, state and foreign
regulatory requirements. While we are ultimately responsible for ensuring that our contract manufacturers operate in accordance with cGMP requirements and
have implemented a quality oversight program, we have little control over our manufacturers’ compliance with these regulations and standards. A failure to
comply with these requirements may result in fines and civil penalties, suspension of production, suspension or delay in product approval and/or
commercialization, product seizure or recall, or withdrawal of product approval. If the safety of any product supplied is compromised due to our
manufacturers’ failure to adhere to applicable laws or for other reasons, we may not be able to successfully commercialize Contrave or obtain regulatory
approval for or successfully complete any required clinical trials, and we may be held liable for any injuries sustained as a result. Any of these factors could
cause a delay in the sale of Contrave or any of its clinical trials, entail higher costs or result in our or our partners being unable to effectively commercialize
Contrave. Furthermore, if our manufacturers fail to deliver the required commercial quantities on a timely basis, pursuant to provided specifications and at
commercially reasonable prices, we and our partners may be unable to meet demand for Contrave and would lose potential revenues. Now that we have sole
responsibility for the commercialization of Contrave in the United States, in the future we may not be able to negotiate terms that are consistent with, or as
favorable as, terms that were negotiated when we had a large pharmaceutical company as our collaboration partner. To the extent that Contrave is approved
for sale in other geographies in addition to the United States, Europe and South Korea, we may be subject to similar restrictions and requirements imposed by
laws and government regulators in those geographies.
*There are labeled adverse side effects to the individual use of bupropion and naltrexone.
A key constituent of Contrave is bupropion, which has been approved by the FDA for the treatment of depression and to assist smoking cessation. The
FDA has directed manufacturers of all antidepressant drugs to include in their product labels a “boxed” warning and expanded warning statements regarding
an increased risk of suicidal thinking and behavior in children and adolescents being treated with these drugs. The package insert for bupropion includes
such a “boxed” warning statement. In December 2006, the FDA held an advisory committee meeting regarding suicidal thinking and behavior in adults being
treated with antidepressant drugs. The advisory committee recommended that the “boxed” warning be extended to cover adults up to their mid-20s. The
package insert for Contrave includes a “boxed” warning regarding the potential for suicidal thoughts and behaviors and neuropsychiatric reactions as a side
effect of the drug. To the extent that any additional warnings or labeling changes related to suicidal thinking and behavior in adults are required, we expect
that any such additional warnings or other labeling changes will also be required on labeling for Contrave. In July 2009, the FDA issued a news release
announcing that it was requiring manufacturers to put a “boxed” warning on the prescribing information for smoking cessation drugs including Zyban ®,
which is a branded form of bupropion. The warning highlights the risk of serious mental health events including changes in behavior, depressed mood,
hostility, and suicidal thoughts. Although Contrave is not intended to be promoted for or used in the treatment of major depression or smoking cessation, a
similar warning is included in the labeling for Contrave, particularly because it is likely that there will be obese patients who smoke or depressed obese
patients who will use Contrave.
The FDA has also directed manufacturers of antidepressant drugs to create Medication Guides to be distributed to patients regarding the risk of suicidal
thinking and behavior in children and adolescents. Although we have not included children or adolescents in the Contrave clinical trials, the FDA required
us to create a Medication Guide for Contrave. These warnings and other requirements may have the effect of limiting the market acceptance by targeted
physicians and patients of Contrave.
The other constituent of Contrave, naltrexone, has been approved by the FDA for the treatment of alcohol and opioid dependence. The FDA has
directed the manufacturers of naltrexone for these indications to include in their product labels a “boxed” warning and expanded warnings statements
regarding hepatotoxicity, or liver toxicity. A similar warning statement is included in the labeling for Contrave.
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Each of the constituent drugs included in the Contrave combination has in its package insert a “Category C” pregnancy precaution. This means that
animal studies have shown that each of these constituent drugs has the potential to cause birth defects and that there have been no adequate and wellcontrolled studies of the constituent drugs in pregnant women, but that the FDA has determined that the benefits from the use of such drugs in pregnant
women may be acceptable despite the potential risks. In addition, although Contrave is not known to be teratogenic, it appears from a recent FDA action, in
which the FDA stated that weight loss offers no potential benefit to a pregnant woman and may result in fetal harm, that the FDA is likely to classify all
weight loss pharmaceutical products as Category X. Contrave, the obesity therapeutics approved by the FDA in 2012 and orlistat all have Category X
pregnancy precautions.
Any of these known side effects and any associated warning statements or classification or categorization of risk may limit the commercial profile of
the approved label for Contrave and prevent us from achieving or maintaining market acceptance of Contrave.
The FDA and other regulatory agencies actively enforce the laws and regulations prohibiting the promotion of off-label uses, and we may be subject to
fines, penalties or injunctions if we are determined to be promoting the use of our products for unapproved or “off-label” uses, resulting in damage to our
reputation and business.
The FDA and other regulatory agencies strictly regulate the promotional claims that may be made about approved drugs, such as Contrave. In
particular, a product may not be promoted for uses that are not approved by the FDA or such other regulatory agencies as reflected in the product’s approved
labeling, also known as “off-label” promotion. Physicians may nevertheless use our product for their patients in a manner that is inconsistent with the
approved label, as the FDA does not restrict or regulate a physician’s choice of treatment within the practice of medicine. If the FDA determines that our
promotional materials or training or the statements made by our sales representatives constitute promotion of an off-label use, it could request that we modify
our training or promotional materials or subject us to regulatory or enforcement actions, which could have an adverse impact on our reputation and financial
results. Moreover, in the European Union, direct-to-consumer advertising for a prescription only medicine is expressly prohibited by law.
*If the suppliers upon whom we rely for API fail to produce such ingredients in the volumes that we or our partners require on a timely basis, or to comply
with stringent regulations applicable to pharmaceutical drug manufacturers, we or our partners may face delays in the further development or
commercialization of Contrave.
We do not manufacture any of our API nor do we plan to develop any capacity to do so. Instead, we rely on suppliers of API to provide component
materials to our other contract manufacturers, who produce finished pharmaceutical products incorporating the API. The failure or inability of our API
suppliers to satisfy our API requirements on a timely basis could limit or halt our ability to sell Contrave in the United States, the European Union or
elsewhere that we have or may receive regulatory approval for sale.
Although naltrexone itself is not addictive, synthesis of naltrexone is a multi-step process with a natural opiate starting material that has the potential
for abuse and is therefore regulated as a controlled substance under the federal Controlled Substances Act or applicable foreign equivalents. As such,
manufacturers of naltrexone API must be registered with the Drug Enforcement Administration, or DEA, or applicable foreign equivalents. Manufacturers
making naltrexone also must obtain annual quotas from the DEA for the opiate starting material. Because of the DEA-related requirements and modest current
demand for naltrexone API, there currently exist a limited number of manufacturers of this API. Therefore, API costs for naltrexone are greater than for the
other constituents of our product. Demand for Contrave may require amounts of naltrexone greater than the currently available worldwide supply or our or
our partners’ current forecasts for the supply to us of Contrave or its components. Any lack of sufficient quantities of naltrexone would limit our ability to
continue to commercialize Contrave in the United States and complete any additional required clinical trials and would limit our ability to commercialize
Contrave/Mysimba outside the United States and Europe. Although we are evaluating additional possible manufacturers to supplement our current
naltrexone manufacturing capacity, including those in the United States and Europe, we may not be successful in accessing additional manufacturing supply
of naltrexone API or other necessary components of our product at the appropriate quantities, quality or price.
In May 2015, we entered into a supply agreement with Mallinckrodt, effective January 2015, pursuant to which Mallinckrodt manufactures
commercial supplies of naltrexone for use in Contrave. Pursuant to the terms of the supply agreement, we will pay certain fixed prices for such naltrexone,
which prices may be adjusted, subject to specified
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limitations. We are required to purchase from Mallinckrodt a specified percentage of our requirements for naltrexone in our drug products containing
naltrexone which are intended for commercial sale, provided that certain terms and conditions are met. The initial term of the supply agreement commenced
in January 2015 and will continue in effect through December 2018. This initial term may only be renewed with the express written agreement of both
parties. Either party may terminate the supply agreement effective immediately upon written notice to the other in the event that (a) the other party dissolves,
or is declared insolvent or bankrupt by a court of competent jurisdiction, (b) a voluntary or involuntary (if not dismissed within a specified number of days)
petition of bankruptcy is filed in any court of competent jurisdiction by or against the other party, or (c) the supply agreement is assigned by the other party
for the benefit of creditors. Either party may terminate the supply agreement upon 90 days’ written notice to the other party of a failure by that party to
perform or observe any material covenant, condition or agreement to be performed or observed by it under the supply agreement, unless such breach has been
cured within the 90 day notice period, provided that Mallinckrodt can only cure a breach for failure to timely supply ordered quantities of naltrexone up to
one time per year, and provided further that , if we breach the agreement by failing to pay an invoice, the notice and cure periods referred to in this sentence
shall only be 30 days. We may terminate the supply agreement upon 60 days’ prior written notice to Mallinckrodt in the event that, (a) any regulatory agency
takes any action, or raises any objection that prevents us from importing, exporting, purchasing or selling naltrexone or any of its drug product containing
naltrexone, (b) our drug product containing naltrexone fails during clinical trials and we withdraw the NDA, or (c) we determine, in our sole discretion, to no
longer pursue the development and/or commercialization of any of our drug products containing naltrexone.
Other than our agreement with Mallinckrodt, we have no other material, long-term commitments or supply agreements with any of our other API
suppliers. Although we may seek to establish additional long-term supply commitments in the future, we may be required to agree to minimum volume
requirements, exclusivity arrangements or other restrictions. We may not be able to enter into additional long-term agreements on commercially reasonable
terms, or at all. Consequently, we and our partners may not be able to successfully commercialize Contrave if we are unable to secure long-term supply
commitments for its API components. Further, now that we have sole responsibility for the commercialization of Contrave in the United States, in the future
we may not be able to negotiate terms that are consistent with, or as favorable as, terms that were negotiated when we had a large pharmaceutical company as
our collaboration partner.
In addition, our API suppliers must comply with cGMP requirements enforced by the FDA through its facilities inspection program and must maintain
and comply with their respective DMFs on file with the FDA. These requirements include, among other things, quality control, quality assurance and the
generation and maintenance of records and documentation. Suppliers of our API may be unable to comply with these cGMP requirements and with other
FDA, state and foreign regulatory requirements. While we are ultimately responsible for ensuring that our contract manufacturers operate in accordance with
cGMP requirements and have implemented a quality oversight program, we have little control over our manufacturers’ compliance with these regulations and
standards. A failure to comply with these requirements may result in fines and civil penalties, suspension of production, suspension or delay in product
approval, product seizure or recall, or withdrawal of product approval. If the safety of any product supplied is compromised due to our suppliers’ failure to
adhere to applicable laws or for other reasons, we may not be able to successfully commercialize Contrave, and we may be held liable for an injuries sustained
as a result. Any of these factors could cause a delay of clinical trials or commercialization of Contrave, entail higher costs or result in our and our partners
being unable to effectively commercialize our product. Furthermore, if our suppliers fail to deliver the required commercial quantities of API on a timely
basis, pursuant to the required specifications set forth in their respective DMF and at commercially reasonable prices, and we are unable to timely secure and
qualify additional suppliers with applicable regulatory authorities, we and our partners may not be able to successfully commercialize Contrave and/or we
and our partners may be unable to meet demand for our product and would lose potential revenues. To the extent that Contrave is approved for sale in other
countries in addition to the United States and Europe, we may be subject to similar restrictions and requirements imposed by laws and government regulators
in those countries.
*Contrave is a combination of generically-available pharmaceutical products, and our success is dependent on our ability and our partners’ ability to
compete against off-label generic substitutes and demonstrate the advantages of our proprietary combination products.
Off-label use occurs when physicians prescribe a drug that is approved by the FDA for one indication for a different, unapproved indication. We
believe that a practitioner seeking safe and effective therapy is not likely to prescribe such off-label generics in place of Contrave because the dosage
strengths, pharmacokinetic profiles and titration regimens recommended for Contrave are not available using existing generic preparations of immediate
release, or IR, naltrexone and bupropion ER, and there are no oral generic ER formulations of naltrexone. However, a physician could seek to prescribe offlabel generics in place of Contrave. Such off-label prescriptions could significantly diminish the market potential of our product and significantly impact our
ability to generate revenues.
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With regard to off-label substitution at the pharmacy level, we expect to rely on the novel dose ratios and novel pharmacokinetic properties of our
product, as well as the differences in its approved indications, to provide sufficient distinction such that generic preparations are not considered therapeutic
equivalents by the FDA. State pharmacy laws in many instances only permit pharmacists to substitute generic products for branded products if the products
are therapeutic equivalents. Therefore, the lack of therapeutic equivalency should limit generic substitution by pharmacies and/or pharmacy benefit
managers. However, we cannot be certain that pharmacists and/or pharmacy benefit managers will not seek prescriber authorization to substitute generics in
place of Contrave, which could significantly diminish their market potential and significantly impact our ability and our partners’ ability to successfully
commercialize our product and generate revenues.
In addition, although we believe the current market prices for the generic forms of naltrexone make generic substitution by physicians, pharmacists or
pharmacy benefit managers unlikely, should the prices of the generic forms decline, the motivation for generic substitution may become stronger. Wide scale
generic substitution by physicians and at the pharmacy level could have substantial negative consequences to our business.
Our development and commercialization strategy depends upon access to findings of safety and effectiveness based on data not developed by us but which
the FDA may reference in reviewing our U.S. marketing applications. In territories outside the United States, we must either negotiate access to these safety
and effectiveness findings or develop them ourselves.
The Drug Price Competition and Patent Term Restoration Act of 1984, also known as the Hatch-Waxman Act, added Section 505(b)(2) to the Federal
Food, Drug, and Cosmetic Act. Section 505(b)(2) permits the filing of an NDA where at least some of the information required for approval comes from
studies not conducted by or for the applicant and for which the applicant has not obtained a right of reference. This statutory provision expressly allows the
FDA to rely, for purposes of approving an NDA, on findings of safety and effectiveness based on data not developed by the filer of the NDA. Under these
guidelines, we were able to move directly into Phase II clinical trials for Contrave, because our NDA for Contrave relied, in part, upon the FDA’s findings of
safety and effectiveness for the previously-approved products that are incorporated into Contrave. Similar legislation for active substances with wellestablished medicinal use exists in the European Union under article 10a of European Directive 2001/83/EC, which allows for reference to scientific
literature if active substances have been approved for at least ten years with recognized efficacy and an acceptable level of safety. There also are alleviations
under article 10b of European Directive 2001/83/EC of the obligation to provide scientific references relating to individual active substances in combination
products if such individual active substances have been previously authorized in the European Union, although not the obligation to provide results of new
pre-clinical tests or new clinical trials relating to such combination products, which could provide an alternative pathway in Europe. In territories where data
are not freely available, we may not have the ability to commercialize our products without negotiating rights from third parties to refer to their clinical data
in our regulatory applications, which could require the expenditure of significant additional funds to generate our own data. We may be unable to obtain
rights to the necessary clinical data and may be required to develop our own proprietary safety and manufacturing dossiers. In addition, even though we have
taken advantage of Section 505(b)(2) for approval of Contrave, the FDA may also require us to perform additional studies or measurements to support
changes from the previously-approved products incorporated into our product.
To the extent that a Section 505(b)(2) application relies on the FDA’s finding of safety and effectiveness of a previously-approved drug, the applicant
is required to make certifications to the FDA with respect to any patents listed for the approved product in the FDA’s publication called “Approved Drug
Products with Therapeutic Equivalence Evaluations,” otherwise known as the “Orange Book.” Specifically, the applicant must certify when the application is
submitted that: (1) there is no relevant patent information listed; (2) the listed patent has expired; (3) the listed patent has not expired, but will expire on a
particular date and approval is sought after patent expiration; or (4) the listed patent is invalid or will not be infringed by the manufacture, use, or sale of the
new product. A certification that the new product will not infringe the already approved product’s Orange Book listed patents or that such patents are invalid
is called a paragraph IV certification. If the 505(b)(2) applicant has provided a paragraph IV certification to the FDA, the applicant must also send notice of
the paragraph IV certification to the NDA holder and patent owner. We have made paragraph IV certifications that Contrave does not infringe the bupropion
ER formulation patents listed in the Orange Book, and have sent the appropriate notice to the patent holder and NDA holder.
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*We have received three year Hatch Waxman exclusivity in the U.S. for Contrave, but have already received patent certifications and are engaged in
litigation that may permit the FDA to approve an ANDA to Contrave as early as September 2017.
We have obtained three years of Hatch-Waxman marketing exclusivity for Contrave from the date of approval by the FDA on September 10, 2014.
Under this form of exclusivity, the FDA is precluded from approving a 505(b)(2) NDA or ANDA for the same drug product for the protected indication (for
example, a product that incorporates the change or innovation represented by our product) for a period of three years, although the FDA may accept and
commence review of such applications. In April 2015, we and Takeda received notification of a Paragraph IV certification for certain patents for Contrave
which are listed in the FDA’s Orange Book. The certification resulted from the filing by Actavis Laboratories FL, Inc. of an ANDA challenging such patents
for Contrave. In June 2015, we and Takeda filed a lawsuit in the U.S. District Court for the District of Delaware against Actavis Laboratories Fl., Inc. and
certain of its affiliates, which we refer to collectively as Actavis, on the basis that Actavis’ proposed generic products infringe certain patents for Contrave. In
accordance with the Hatch-Waxman Act, as a result of having filed a lawsuit within 45 days of the Paragraph IV certification notice, FDA approval of the
ANDA will be stayed until the earlier of (i) 30 months from Takeda’s receipt of the notice or (ii) a District Court decision finding that the identified patents
are invalid, unenforceable or not infringed. In July 2015, Actavis filed an answer, affirmative defenses and counterclaim to our complaint, and in August
2015, we and Takeda filed an answer to Actavis’ counterclaims. Moreover, in July 2015, the court ordered a stipulation between us, Takeda and Actavis in
which we and Takeda agreed to dismiss all defendants except Actavis without prejudice, and Actavis agreed that the related Actavis entities will be bound to
judgments and orders of the court against Actavis and will be subject to discovery as if they were parties. In September 2015, the court entered a scheduling
order, setting a claim construction hearing for May 2016 and a three-day bench trial to begin in June 2017. After reviewing Actavis’ ANDA, we and Takeda
subsequently dropped U.S. Patent Nos. 8,088,786, 8,318,788, 8,722,085 and 8,916,195 from the lawsuit. In April 2016, we and Takeda filed an amended
complaint against Actavis asserting newly issued U.S. Patent No. 9,125,868. In June 2016, in response to the May 2016 claim construction hearing, the court
adopted our proposed constructions for the majority of the disputed claim terms. In August 2016, in connection with the end of the transition period
associated with the separation agreement entered into between us and Takeda, Takeda transferred to us the responsibility for management of this patent
infringement lawsuit. Although we plan to vigorously enforce Contrave intellectual property rights, there are uncertainties inherent in any litigation and we
cannot predict the outcome. However, the Hatch-Waxman marketing exclusivity might not prevent the FDA from approving a 505(b)(1) NDA that relies on
its own clinical data. Further, if another company obtains approval for an identical product candidate for the same new indication we are studying before we
do, our approval of the new indication could be blocked until the other company’s Hatch-Waxman marketing exclusivity expires, unless we conduct
additional studies in support of a 505(b)(1) NDA.
*We may never receive approval or commercialize our products outside of the United States and the European Union.
In order to market any products outside of the United States and the European Union, we must establish and comply with numerous and varying
regulatory requirements of other countries regarding safety, efficacy and manufacturing. Approval procedures vary among countries and can involve
additional product testing and additional administrative review periods. The time required to obtain approval in other countries might differ from that
required to obtain FDA approval. The regulatory approval process in other countries may include all of the risks detailed above regarding FDA approval in
the United States as well as other risks. Regulatory approval in one country does not ensure regulatory approval in another, but a failure or delay in obtaining
regulatory approval in one country may have a negative effect on the regulatory process in others. In August 2015, we entered into a distributorship
agreement with Kwang Dong Pharmaceutical Company, Ltd., or Kwang Dong, through our wholly owned subsidiary. Kwang Dong began marketing
Contrave in South Korea in June 2016.
Failure to obtain regulatory approval for Contrave in other countries outside of the United States, the European Union and South Korea, or any delay or
setback in obtaining such approval could have the same adverse effects detailed above regarding FDA approval in the United States. As described above,
such effects include the risks that Contrave may not be approved for all indications requested, which could limit the uses of Contrave and have an adverse
effect on their commercial potential or require costly, post-marketing follow-up studies.
A variety of risks associated with operating our business and marketing our product internationally could materially adversely affect our business.
In addition to our U.S. operations, we have a subsidiary in Ireland and may establish additional international business entities in the future. We face
risks associated with our international operations, including possible unfavorable regulatory, pricing and reimbursement, political, tax and labor conditions,
which could harm our business. We are subject to numerous risks associated with international business activities, including:
•

compliance with differing or unexpected regulatory requirements for Contrave and any future products;
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•

compliance with Irish laws and the maintenance of our Irish tax residency for our Irish subsidiary, which may make certain corporate actions
more cumbersome, costly and time-consuming;

•

difficulties in staffing and managing foreign operations;

•

foreign government taxes, regulations and permit requirements;

•

U.S. and foreign government tariffs, trade restrictions, price and exchange controls and other regulatory requirements;

•

anti-corruption laws, including the Foreign Corrupt Practices Act, or the FCPA;

•

economic weakness, including inflation, natural disasters, war, events of terrorism or political instability in particular foreign countries;

•

fluctuations in currency exchange rates, which could result in increased operating expenses and reduced revenues, and other obligations related
to doing business in another country;

•

compliance with tax, employment, immigration and labor laws, regulations and restrictions for employees living or traveling abroad;

•

workforce uncertainty in countries where labor unrest is more common than in the United States;

•

production shortages resulting from any events affecting raw material supply or manufacturing capabilities abroad; and

•

changes in diplomatic and trade relationships.

Our business activities outside of the United States are subject to the FCPA and similar anti-bribery or anti-corruption laws, regulations or rules of other
countries in which we operate, including the U.K.’s Bribery Act 2010, or the U.K. Bribery Act. The FCPA and similar anti-corruption laws generally prohibit
the offering, promising, giving, or authorizing others to give anything of value, either directly or indirectly, to non-U.S. government officials in order to
improperly influence any act or decision, secure any other improper advantage, or obtain or retain business. The FCPA also requires public companies to
make and keep books and records that accurately and fairly reflect the transactions of the company and to devise and maintain an adequate system of internal
accounting controls. The U.K. Bribery Act prohibits giving, offering, or promising bribes to any person, including non-U.K. government officials and private
persons, as well as requesting, agreeing to receive, or accepting bribes from any person. In addition, under the U.K. Bribery Act, companies which carry on a
business or part of a business in the U.K. may be held liable for bribes given, offered or promised to any person, including non-U.K. government officials and
private persons, by employees and persons associated with the company in order to obtain or retain business or a business advantage for the company.
Liability is strict, with no element of a corrupt state of mind, but a defense of having in place adequate procedures designed to prevent bribery is available.
Furthermore, under the U.K. Bribery Act there is no exception for facilitation payments. Our business is heavily regulated and therefore involves significant
interaction with public officials, including officials of non-U.S. governments. Additionally, in many other countries, the health care providers who prescribe
pharmaceuticals are employed by their government and the purchasers of pharmaceuticals are government entities; therefore, any dealings with these
prescribers and purchasers may be subject to regulation under the FCPA. Recently the SEC and the U.S. Department of Justice have increased their FCPA
enforcement activities with respect to pharmaceutical companies. In addition, under the Dodd–Frank Wall Street Reform and Consumer Protection Act,
private individuals who report to the SEC original information that leads to successful enforcement actions may be eligible for a monetary award. We are
engaged in ongoing efforts that are designed to ensure our compliance with these laws, including due diligence, training, policies, procedures and internal
controls. However, there is no certainty that all employees and third-party business partners (including our distributors, wholesalers, agents, contractors, and
other partners) will comply with anti-bribery laws. In particular, we do not control the actions of manufacturers and other third-party agents, although we may
be liable for their actions. Violation of these laws may result in civil or criminal sanctions, which could include monetary fines, criminal penalties, and
disgorgement of past profits, which could have a material adverse impact on our business and financial condition.
These and other risks associated with our international operations may materially adversely affect our business, financial condition and results of
operations.
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We face potential product liability exposure, and, if successful claims are brought against us, we may incur substantial liability.
The use of our product in clinical trials and the sale of our product expose us to the risk of product liability claims. Product liability claims might be
brought against us by consumers, health-care providers, pharmaceutical companies or others selling or otherwise coming into contact with our products. If we
cannot successfully defend ourselves against product liability claims, we could incur substantial liabilities. In addition, regardless of merit or eventual
outcome, product liability claims may result in:
•

decreased demand for our product;

•

impairment of our business reputation;

•

withdrawal of clinical trial participants;

•

costs of related litigation;

•

distraction of management’s attention from our primary business;

•

substantial monetary awards to patients or other claimants;

•

loss of revenues; and

•

the inability to commercialize our product.

Although we have commercial product liability insurance, which includes coverage for our ongoing and future clinical trials we perform, our insurance
coverage may not be sufficient to reimburse us for any expenses or losses we may suffer. Moreover, insurance coverage is becoming increasingly expensive,
and, in the future, we may not be able to maintain insurance coverage at a reasonable cost or in sufficient amounts to protect us against losses due to liability.
On occasion, large judgments have been awarded in class action lawsuits based on drugs that had unanticipated side effects. A successful product liability
claim or series of claims brought against us could cause our stock price to decline and, if judgments exceed our insurance coverage, could decrease our cash
and adversely affect our business.
Healthcare reform measures could hinder or prevent our product’s commercial success.
Among policy makers and payors in the United States and elsewhere, there is significant interest in promoting changes in healthcare systems to contain
healthcare costs and improve quality. While reform proposals often involve expanding coverage to more individuals, healthcare reform may also involve
increased government price controls, additional regulatory mandates and other measures designed to lower medical and pharmaceutical costs. Within the
United States, the pharmaceutical industry has been a particular focus of healthcare reform both federally and at the state level.
For example, in March 2010, the President signed into law one of the most significant health reform measures in decades. The Patient Protection and
Affordable Care Act, as amended by the Health Care and Education Reconciliation Act, or collectively the PPACA, substantially changes the way healthcare
is financed by both governmental and private insurers, including several payment reforms that establish payments to hospitals and physicians based in part
on quality measures, subjects biologic products to potential competition by lower-cost “biosimilars,” and significantly impacts the pharmaceutical and
medical device industries. The PPACA includes, among other things, the following measures:
•

annual, non-deductible fees on any entity that manufactures or imports certain prescription branded drugs and biologics;

•

increased Medicaid rebates owed by manufacturers under the Medicaid Drug Rebate Program for both branded and generic drugs and
expanded rebates owed by manufacturers to include rebates on Medicaid managed care utilization;

•

a Patient-Centered Outcomes Research Institute to oversee, identify priorities in and conduct comparative clinical research;

•

requirements for manufacturers to discount drug prices to eligible patients in the coverage gap by 50% at the pharmacy level and for mail
order services in order for their outpatient drugs to be covered under Medicare Part D;
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•

an extension of eligibility criteria for Medicaid programs;

•

an increase in the number of entities eligible for discounts under the Public Health Service pharmaceutical pricing program; and

•

a licensure framework for follow-on biologic products.

The PPACA provisions on comparative clinical effectiveness research extend the initiatives of the American Recovery and Reinvestment Act of 2009,
also known as the stimulus package, which included $1.1 billion in funding to study the comparative effectiveness of healthcare treatments and strategies.
This stimulus funding was designated for, among other things, conducting, supporting or synthesizing research that compares and evaluates the risks and
benefits, clinical outcomes, effectiveness and appropriateness of products. The PPACA also appropriates additional funding to comparative clinical
effectiveness research. Although Congress has indicated that this funding is intended to improve the quality of healthcare, it remains unclear how the
research will impact current Medicare coverage and reimbursement or how new information will influence other third-party payor policies.
In addition, the PPACA provides for a prevention and health promotion outreach and education campaign to raise public awareness of health
improvement, including obesity reduction and obesity-related services that are available to Medicaid enrollees. The PPACA also provides funding for
projects designed to reduce childhood obesity.
Other legislative changes have also been proposed and adopted since the PPACA was enacted. On August 2, 2011, the Budget Control Act of 2011 was
signed into law, which, among other things, created the Joint Select Committee on Deficit Reduction to recommend to Congress proposals in spending
reductions. The Joint Select Committee did not achieve a targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021, triggering the
legislation’s automatic reduction to several government programs. This includes reductions to Medicare payments to providers of 2% per fiscal year, which
went into effect in April 2013 and, following passage of the Bipartisan Budget Act of 2015, will stay in effect through 2025, unless additional Congressional
action is taken. On January 2, 2013, the American Taxpayer Relief Act of 2012 was signed into law, which, among other things, further reduced Medicare
payments to several providers, including hospitals.
In the European Union and some other international markets, governments or payors have adopted local policy to contain costs for provisions of health
care at low cost to consumers and regulates pharmaceutical prices, patient eligibility or reimbursement levels to control costs for the government-sponsored
health care system. Many countries have announced or implemented measures to reduce health care costs to constrain their overall level of government
expenditures. These measures vary by country and may include, among other things, patient access restrictions, suspensions on price increases, prospective
and possibly retroactive price reductions and other recoupments and increased mandatory discounts or rebates, recoveries of past price increases, and greater
importation of drugs from lower-cost countries to higher-cost countries. If our product is approved in these markets, these measures may negatively impact
our revenues. In addition, certain countries set prices by reference to the prices in other countries where approved products are marketed. Thus, our inability
to secure adequate prices for our products, if approved, in a particular country may not only limit the marketing of these products within that country, but
may also adversely affect our ability to obtain acceptable prices in other markets. This may create the opportunity for third party cross border trade or
influence our decision to sell or not to sell a product, if approved, thus adversely affecting our revenues.
We cannot predict what effect the PPACA or other healthcare reform or cost control initiatives that may be adopted in the future will have on our
business. Further, there have been judicial and Congressional challenges to certain aspects of the Health Care Reform Law, and we expect there will be
additional challenges and amendments to the Health Care Reform Law in the future. The continuing efforts of the government, insurance companies,
managed care organizations and other payors of health care services to contain or reduce costs of health care may adversely affect:
•

our ability to set a price we believe is fair for our approved product;

•

our ability to generate revenues and achieve or maintain profitability; and

•

the availability of capital.
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*We may not be able to manage our business effectively if we are unable to attract and retain key personnel.
We may not be able to attract or retain qualified management, commercial, scientific and clinical personnel in the future due to the intense competition
for qualified personnel among biotechnology, pharmaceutical and other businesses, particularly in the San Diego, California area. Our retention efforts may
be particularly challenging in light of the difficult regulatory climate for obesity drugs and the recent departures among our senior management team. Our
industry has experienced a high rate of turnover of management personnel in recent years. As our business continues to grow, and we transition from
primarily a drug development company to a commercial product organization, we expect to experience changes in our executive team, including potential
departures and the addition of new executives with commercialization expertise or other necessary skill sets. We may also experience some departures from
our current executive team as individuals transition to new experiences and/or retirement. If we are not able to attract, retain and motivate necessary
personnel to accomplish our business objectives, we may experience constraints that will significantly impede the successful development and
commercialization of Contrave/Mysimba, our ability to raise additional capital and our ability to implement our overall business strategy.
We are highly dependent on the development, regulatory, commercial and financial expertise of our senior management, particularly Michael A.
Narachi, our President and Chief Executive Officer and Thomas Cannell, our Chief Operating Officer and President of Global Commercial Products. Although
we have employment agreements with each of our executive officers, these agreements are terminable at will at any time with or without notice and, therefore,
we may not be able to retain their services as expected. If we lose any members of our senior management team, including Messrs. Narachi and Cannell, we
may not be able to find suitable replacements, and our business may be harmed as a result. We are not aware of any key personnel who has plans to retire or
leave our company in the immediate future. In addition to the competition for personnel, the San Diego area in particular is characterized by a high cost of
living. As such, we could have difficulty attracting experienced personnel to our company and may be required to expend significant financial resources in
our employee recruitment and retention efforts.
In addition, we have scientific and clinical advisors who assist us in formulating our product development and clinical and regulatory strategies. These
advisors are not our employees and may have commitments to, or consulting or advisory contracts with, other entities that may limit their availability to us,
or may have arrangements with other companies to assist in the development of products that may compete with ours.
If we fail to comply with healthcare laws and regulations, we could face substantial penalties and our business, operations and financial condition could
be adversely affected.
As a manufacturer of pharmaceuticals, even though we do not and will not control referrals of healthcare services or bill directly to Medicare, Medicaid
or other third-party payors, certain federal and state healthcare laws and regulations pertaining to fraud and abuse and patients’ rights, among other topics,
may be applicable to our business. We could be subject to healthcare fraud and abuse and patient privacy regulation by both the federal government and the
states in which we conduct our business, without limitation. The healthcare laws and regulations that may affect our ability to operate include:
•

the federal Anti-Kickback Statute (as amended by the PPACA, which modified the intent requirement of the federal Anti-Kickback
Statute so that a person or entity no longer needs to have actual knowledge of the statute or specific intent to violate it to have
committed a violation), which prohibits, among other things, persons and entities from knowingly and willfully offering, soliciting,
receiving or providing remuneration, directly or indirectly, to induce either the referral of an individual, for an item or service or the
purchasing or ordering of a good or service, for which payment may be made under federal healthcare programs such as the Medicare and
Medicaid programs;

•

federal false claims laws, including the civil False Claims Act, which prohibit, among other things, individuals or entities from
knowingly presenting, or causing to be presented, claims for payment from Medicare, Medicaid, or other federal healthcare programs that
are false or fraudulent, and which may apply to entities like us which promote pharmaceutical products and provide coding and billing
advice to customers, and under the PPACA, the government may assert that a claim including items or services resulting from a violation
of the federal Anti-Kickback Statute constitutes a false or fraudulent claim for purposes of the federal false claims laws;

•

the federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which prohibits, among other things, executing a
scheme to defraud any healthcare benefit program or making false statements relating to healthcare matters;
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•

HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act, or the HITECH Act, and their
implementing regulations, which imposes certain requirements on certain types of individuals and entities relating to the privacy,
security and transmission of individually identifiable health information;

•

the Federal Food, Drug, and Cosmetic Act, which among other things, strictly regulates drug product marketing, prohibits manufacturers
from marketing drug products for off-label use and regulates the distribution of drug samples; and

•

state law equivalents of each of the above federal laws, such as anti-kickback and false claims laws which may apply to items or services
reimbursed by any third-party payor, including commercial insurers, and state laws governing the privacy and security of health
information in certain circumstances, many of which differ from each other in significant ways and often are not preempted by HIPAA,
thus complicating compliance efforts.

Additionally, the compliance environment is changing, with more states mandating implementation of compliance programs, compliance with
industry ethics codes, and spending limits, and other states requiring reporting to state governments of gifts, compensation, and other remuneration to
physicians. The PPACA also imposes annual reporting and disclosure requirements on certain device and drug manufacturers for which payment is available
for their products under Medicare, Medicaid, or the Children’s Health Insurance Program, for any “transfer of value” made or distributed to physicians and
teaching hospitals. Such information is now publicly available in a searchable format. In addition, device and drug manufacturers are also required to report
and disclose any investment interests held by physicians and their immediate family members during the preceding calendar year. Manufacturers were
required to begin collecting requisite information on August 1, 2013, with the first reports due in 2014. Failure to submit requisite information may result in
civil monetary penalties of up to an aggregate of $150,000 per year (and up to an aggregate of $1 million per year for “knowing failures”), for all payments,
transfers of value or ownership or investment interests not reported in an annual submission. Further, under the PPACA, pharmaceutical manufacturers and
distributors must provide the U.S. Department of Health and Human Services with an annual report on the drug samples they provide to physicians. The
shifting regulatory environment, along with the requirement to comply with multiple jurisdictions with different compliance and/or reporting requirements,
increases the possibility that a pharmaceutical company may run afoul of one or more laws.
If our operations are found to be in violation of any of the laws described above or any other governmental regulations that apply to us, we may be
subject to penalties, including civil and criminal penalties, damages, fines and the curtailment or restructuring of our operations. Any penalties, damages,
fines, disgorgement, exclusion from participation in government healthcare programs, imprisonment, contractual damages, reputational harm, and the
curtailment or restructuring of our operations, any of which could adversely affect our ability to operate our business and our financial results. Although
compliance programs can mitigate the risk of investigation and prosecution for violations of these laws, the risks cannot be entirely eliminated. Any action
against us for violation of these laws, even if we successfully defend against it, could cause us to incur significant legal expenses and divert our
management’s attention from the operation of our business. Moreover, achieving and sustaining compliance with applicable federal and state privacy,
security and fraud laws may prove costly.
Our business involves the use of hazardous materials and we and our third-party manufacturers must comply with environmental laws and regulations,
which can be expensive and restrict how we do business.
Our third-party manufacturers’ activities involve the controlled storage, use and disposal of hazardous materials owned by us, including the
components of our product and other hazardous compounds. We and our manufacturers are subject to federal, state and local laws and regulations governing
the use, manufacture, storage, handling and disposal of these hazardous materials. Although we believe that the safety procedures utilized by our third-party
manufacturers for handling and disposing of these materials comply with the standards prescribed by these laws and regulations, we cannot eliminate the risk
of accidental contamination or injury from these materials. In the event of an accident, state or federal authorities may curtail the use of these materials and
interrupt our business operations. We do not currently maintain hazardous materials insurance coverage. If we are subject to any liability as a result of our
third-party manufacturers’ activities involving hazardous materials, our business and financial condition may be adversely affected.
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Our business and operations would suffer in the event of system failures.
Despite the implementation of security measures, our internal computer systems and those of our CROs and other contractors and consultants are
vulnerable to damage from computer viruses, unauthorized access, natural disasters, terrorism, war and telecommunication and electrical failures. While we
have not experienced any such system failure, accident or security breach to date, if such an event were to occur and cause interruptions in our operations, it
could result in a material disruption of our drug development programs. For example, the loss of clinical trial data from completed or ongoing clinical trials
for, could result in delays in our regulatory efforts and significantly increase our costs to recover or reproduce the data. To the extent that any disruption or
security breach were to result in a loss of or damage to our data or applications, or inappropriate disclosure of confidential or proprietary information, we
could incur liability and the further development of our product could be delayed.

Risks Related to Intellectual Property
*Our market opportunity for Contrave may be limited by the relatively small number of issued U.S. patents and foreign patents that we own or in-license.
In addition, although we have additional U.S. and international patent applications pending which seek further protection of our product, these
applications may not issue on a timely basis or at all.
Contrave is currently protected by U.S. patent number 7,375,111, which we refer to as the Weber/Cowley composition patent, and U.S. patent number
7,462,626, which we refer to as the Weber/Cowley methods patent. Provided maintenance fees are paid, the Weber/Cowley composition patent is expected to
expire in March 2025, and the Weber/Cowley methods patent is expected to expire in July 2024. Collectively, we refer to the Weber/Cowley composition
patent and the Weber/Cowley methods patent as the Weber/Cowley patents. We own the Weber/Cowley patents, but they are subject to our license agreement
with Oregon Health & Science University, or OHSU. The Weber/Cowley patents cover the current composition of Contrave and methods of administering it
to treat obesity. We and/or our licensors have filed a number of international counterparts to the Weber/Cowley patents in foreign countries. A European
counterpart application to the Weber/Cowley patent has issued in the European Patent Office, or EPO, as EP1617832B1, and provides protection for
Contrave in the various EPO countries in which the patent has been registered. Several international counterparts to the Weber/Cowley patents have also
issued in other foreign jurisdictions. However, we cannot provide assurance that other pending international counterparts will issue on a timely basis or at all.
There is also no assurance that the currently pending claims in those foreign countries will not be rejected, that any such rejections and any future rejections
will ultimately be overcome, nor that any claims that may issue will be sufficiently broad to protect Contrave in those foreign countries. Furthermore, we
cannot be certain that the scope of any issued foreign patent will be consistent with the currently pending claims, as there is a significant likelihood that the
scope of the currently pending claims will be modified. If a competitor is willing to challenge the scope or validity of the Weber/Cowley patents, the
competitor could file an NDA seeking approval for three years after the date we obtained approval from the FDA of the NDA for Contrave. For example, in
April 2015, we and Takeda received notification of a Paragraph IV certification for certain patents for Contrave which are listed in the FDA’s Orange Book.
The certification resulted from the filing by Actavis of an ANDA challenging such patents for Contrave. In June 2015, we and Takeda filed a lawsuit in the
U.S. District Court for the District of Delaware against Actavis on the basis that Actavis’ proposed generic products infringe certain patents for Contrave. In
accordance with the Hatch-Waxman Act, as a result of having filed a lawsuit within 45 days of the Paragraph IV certification notice, FDA approval of the
ANDA will be stayed until the earlier of (i) 30 months from Takeda’s receipt of the notice or (ii) a District Court decision finding that the identified patents
are invalid, unenforceable or not infringed. In July 2015, Actavis filed an answer, affirmative defenses and counterclaim to our complaint, and in August
2015, we and Takeda filed an answer to Actavis’ counterclaims. Moreover, in July 2015, the court ordered a stipulation between us, Takeda and Actavis in
which we and Takeda agreed to dismiss all defendants except Actavis without prejudice, and Actavis agreed that the related Actavis entities will be bound to
judgments and orders of the court against Actavis and will be subject to discovery as if they were parties. In September 2015, the court entered a scheduling
order, setting a claim construction hearing for May 2016 and a three-day bench trial to begin in June 2017. After reviewing Actavis’ ANDA, we and Takeda
subsequently dropped U.S. Patent Nos. 8,088,786, 8,318,788, 8,722,085 and 8,916,195 from the lawsuit. In April 2016, we and Takeda filed an amended
complaint against Actavis asserting newly issued U.S. Patent No. 9,125,868. In June 2016, in response to the May 2016 claim construction hearing, the court
adopted the Company’s proposed constructions for the majority of the disputed claim terms. In August 2016, in connection with the end of the transition
period associated with the separation agreement entered into between us and Takeda, Takeda transferred to us the responsibility for management of this
patent infringement lawsuit. Although we plan to vigorously enforce Contrave intellectual property rights, there are uncertainties inherent in any litigation
and we cannot predict the outcome.
We have also filed patent applications, directed to various treatment and formulation aspects of Contrave, in the United States and certain foreign
countries under the Patent Cooperation Treaty, or PCT. Use of our proprietary tri-layer Contrave tablet for weight loss is protected in the United States by U.S.
patent numbers 8,088,786 and 8,318,788, which are expected to expire in February 2029 and November 2027, respectively. Corresponding patents
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have issued in several foreign countries, for example, in the European Patent Office as EP2089005 B1. In addition, the dose escalation schedule of Contrave
is protected by U.S. patent numbers 8,722,085 and 9,125,868, which are expected to expire in November 2027. U.S. patent number 8,815,889, directed to
methods of treating insulin resistance using Contrave, including in obese patients, is expected to expire in July 2024. Corresponding patents have issued in
several foreign countries, for example, in the European Patent Office as EP2135603 B1. Use of our proprietary sustained-release formulation of Contrave for
weight loss is protected by U.S. patent numbers 8,916,195 and 9,107,837 which are expected to expire in February 2030 and June 2027, respectively. U.S.
patent numbers 8,969,371 and 9,119,850, which are expected to expire in July 2034, protect the use of Contrave for treating overweight or obesity in select
patient populations that are at increased risk of a major adverse cardiovascular event. U.S. patent number 9,248,123, which is expected to expire in January
2032, protects the use of Contrave for treating overweight or obesity in select patient populations with major depressive disorder. The PCT is an international
treaty providing a unified procedure under which the initial filing of a single patent application can provide an effective filing date in each participating
country in which appropriate steps are subsequently taken. Such steps have been taken in various foreign countries, including Europe and Japan, with respect
to a number of our PCT filings. Thus, we now have issued patents and pending patent applications in those foreign countries, along with our previous filings
in the United States and certain non-PCT countries. These filings seek to provide further protection for Contrave in the United States and overseas; however,
we cannot provide assurance that the claims in the other patent applications will issue in their current form or at all.
We may face additional competition outside of the United States as a result of a lack of patent enforcement in foreign countries and off-label use of other
dosage forms of the generic components in our product.
While we have filed patent applications in many countries outside the United States, and have obtained some patent coverage for Contrave in certain
foreign countries, we do not currently have widespread patent protection for Contrave outside the United States and have no protection in many foreign
jurisdictions. Even if international patent applications ultimately issue or receive approval, it is likely that the scope of protection provided by such patents
will be different from, and possibly less than, the scope provided by our corresponding U.S. patents. The success of our international market opportunity is
dependent upon the enforcement of patent rights in various other countries. A number of countries in which we have filed or intend to file patent applications
have a history of weak enforcement and/or compulsory licensing of intellectual property rights. Even if we have patents issued in these jurisdictions, there
can be no assurance that our patent rights will be sufficient to prevent generic competition or unauthorized use. We may face competition from the off-label
use of other dosage forms of the generic components in our product. In addition, others may attempt to commercialize our product combination in the
countries of the European Union, Canada, Mexico, Japan or other markets, in some of which, we do not have patent protection for our product. Due to the
lack of patent protection for these combinations in some territories outside the United States and the potential for correspondingly lower prices for the drugs
in those markets, it is possible that patients will seek to acquire the generic IR component of our product (naltrexone IR) in those other territories. The offlabel use of the generic IR component in the United States or the importation of the generic IR component from foreign markets could adversely affect the
commercial potential for our product and adversely affect our overall business and financial results.
We have in-licensed all or a portion of the rights to Contrave from third parties. If we default on any of our material obligations under those licenses, we
could lose rights to our product.
We have in-licensed and otherwise contracted for rights to our product, and we may enter into similar licenses in the future to supplement our product
pipeline. Under the relevant agreements, we are subject to commercialization, development, sublicensing, royalty, insurance and other obligations. If we fail
to comply with any of these requirements, or otherwise breach these license agreements, the licensor may have the right to terminate the license in whole or to
terminate the exclusive nature of the license. Loss of any of these licenses or the exclusive rights provided therein could harm our financial condition and
operating results.
*Restrictions on our patent rights relating to Contrave may limit our and our partners’ ability to prevent third parties from competing against us.
Our success will depend on our and our partners’ abilities to obtain and maintain patent protection for Contrave, preserve our trade secrets, prevent
third parties from infringing upon our proprietary rights and operate without infringing upon the proprietary rights of others. Composition of matter patents
on APIs are generally considered to be the strongest form of intellectual property protection for pharmaceutical products as they apply without regard to any
method of use. Entirely new individual chemical compounds, often referred to as new chemical entities, are typically entitled to composition of matter
coverage. Current law also allows novel and unobvious combinations of old compounds to receive composition of matter coverage for the combination.
However, we cannot be certain that the current law will remain the same, or that our product will be considered novel and unobvious by the PTO and courts.
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In addition to composition of matter patents and patent applications, we also have issued and filed method of use patents and patent applications. This
type of patent protects the use of Contrave only for the specified method. However, this type of patent does not prevent a competitor from making and
marketing a product that is identical to our product for an indication that is outside the scope of the patented method. Moreover, even if these competitors do
not actively promote their product for our targeted indication, physicians may prescribe these products “off-label.” Although off-label prescriptions may
infringe or contribute to the infringement of method of use patents, the practice is common and such infringement is difficult to prevent or prosecute.
Although we believe we and our licensors have conducted appropriate prior art searches relating to our key patents and patent applications, there is no
assurance that all of the potentially relevant prior art has been found. Moreover, because the constituents of our combination product have been on the
market as separate monotherapeutic products for many years, it is possible that these monotherapies have previously been used off-label in such a manner
that such prior usage would affect the validity of our method of use patents.
Patent applications in the United States and most other countries are confidential for a period of time until they are published, and publication of
discoveries in scientific or patent literature typically lags actual discoveries by several months or more. As a result, we cannot be certain that we and the
inventors of the issued patents and applications that we in-licensed were the first to conceive inventions covered by the patents and pending patent
applications or that we and those inventors were the first to file patent applications for such inventions.
We also rely upon unpatented trade secrets, unpatented know-how and continuing technological innovation to develop and maintain our competitive
position, which we seek to protect, in part, by confidentiality agreements with our employees and our collaborators and consultants, some of whom assist
with the development of other obesity drugs. We and our partners also have agreements with our employees and selected consultants that obligate them to
assign their inventions to us. It is possible that technology relevant to our business will be independently developed by a person that is not a party to such an
agreement. Furthermore, if the employees and consultants that are parties to these agreements breach or violate the terms of these agreements, we may not
have adequate remedies for any such breach or violation, and we could lose our trade secrets through such breaches or violations. Further, our trade secrets
could otherwise become known or be independently discovered by our competitors.
*If we or our partners are sued for infringing intellectual property rights of third parties, it will be costly and time consuming, and an unfavorable outcome
in that litigation would have a material adverse effect on our business.
Our commercial success depends upon our and our partners’ abilities to develop, manufacture, market and sell our product and use our proprietary
technologies without infringing the proprietary rights of third parties. Numerous U.S. and foreign issued patents and pending patent applications, which are
owned by third parties, exist in the fields in which we are developing products. As the biotechnology and pharmaceutical industries expand and more patents
are issued, the risk increases that our product and/or proprietary technologies may give rise to claims of infringement of the patent rights of others. There may
be issued patents of third parties of which we are currently unaware that may be infringed by our product or proprietary technologies. Because patent
applications can take many years to issue, there may be currently pending applications, unknown to us or our partners, which may later result in issued
patents that Contrave or proprietary technologies may infringe.
We may be exposed to, or threatened with, future litigation by third parties having patent or other intellectual property rights alleging that our product
and/or proprietary technologies infringe their intellectual property rights. If one of these patents is found to cover Contrave, proprietary technologies or their
uses, we or our partners could be enjoined by a court and required to pay damages and could be unable to commercialize our product or use our proprietary
technologies unless we or they obtained a license to the patent. A license may not be available to us or our partners on acceptable terms, if at all. In addition,
during litigation, the patent holder could obtain a preliminary injunction or other equitable relief which could prohibit us or our partner from making, using
or selling our products, technologies or methods pending a trial on the merits, which could be years away.
There is a substantial amount of litigation involving patent and other intellectual property rights in the biotechnology and pharmaceutical industries
generally. If a third party claims that we or our partners infringe its intellectual property rights, we may face a number of issues, including, but not limited to:
•

infringement and other intellectual property claims which, regardless of merit, may be expensive and time-consuming to litigate and may
divert our management’s attention from our core business;
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•

substantial damages for infringement, which we may have to pay if a court decides that the product at issue infringes on or violates the
third party’s rights, and if the court finds that the infringement was willful, we could be ordered to pay treble damages and the patent
owner’s attorneys’ fees;

•

a court prohibiting us from selling or licensing the product unless the third party licenses its product rights to us, which it is not required
to do;

•

if a license is available from a third party, we may have to pay substantial royalties and fees and/or grant cross-licenses to intellectual
property rights for our products; and

•

redesigning our product or processes so they do not infringe, which may not be possible or may require substantial monetary
expenditures and time.

We will be obtaining our bupropion, naltrexone, our finished Contrave tablets combining these components, and the packaging for these tablets from
third-party manufacturers. Each aspect of product design, formulation, manufacturing, packaging, and use has the potential to implicate third-party patent
rights. We have taken various measures to reduce the potential for infringement. However, we could be exposed to potential patent infringement liability
from other third parties who hold patents on various formulations of bupropion and naltrexone.
No assurance can be given that patents do not exist, have not been filed, or could not be filed or issued, which contain claims covering these or other
aspects of our products, technology or methods, as implemented by us or by third-party manufacturers with whom we contract. Because of the large number of
patents issued and patent applications filed in our field, we believe there is a risk that third parties may allege they have patent rights encompassing our
products, technology or methods. Such third-party patent rights, if relevant, could prevent us or our partners from adopting or marketing a particular
formulation or product, or could expose us to patent infringement liability.
Obtaining and maintaining our patent protection depends on compliance with various procedural, document submission, fee payment and other
requirements imposed by governmental patent agencies, and our patent protection could be reduced or eliminated for non-compliance with these
requirements.
Periodic maintenance fees on the Weber/Cowley patents covering Contrave, as well as our other issued patents, are due to be paid to the PTO in several
stages over the lifetimes of the patents. We have systems in place to remind us to pay these fees, and we employ an outside firm, Computer Patent Annuities,
to pay annuity fees due to foreign patent agencies on our issued and pending foreign patent applications. The PTO and various foreign governmental patent
agencies require compliance with a number of procedural, documentary, fee payment and other similar provisions during the patent application process. We
employ reputable law firms and other professionals to help us comply and, in many cases, an inadvertent lapse can be cured by payment of a late fee or by
other means in accordance with the applicable rules. However, there are situations in which noncompliance can result in abandonment or lapse of the patent
or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. In such an event, our competitors might be able to enter
the market and this circumstance would have a material adverse effect on our business.
*We have not yet registered our trademarks in all of our potential markets, and failure to secure those registrations could adversely affect our business.
We have received U.S. trademark registration number 3396021 for our corporate logo for use in connection with pharmaceutical preparations and
substances for the treatment of obesity, inducement of weight loss and prevention of weight gain. We have obtained trademark registrations in Canada, the
European Union, and Japan for the same mark. In addition, we have received U.S. trademark registration number 3396807 for our corporate name OREXIGEN
for use in connection with pharmaceutical preparations for the treatment of disorders of the central nervous system, or CNS, printed instructional, educational
and teaching materials in the field of treatment and management of disorders of the CNS, and providing medical information in the field of disorders of the
CNS. We have obtained trademark registrations in Brazil, Canada, the European Union, Japan and Russia for the same mark and have pending applications in
Brazil. We have obtained foreign trademark registrations for the corporate name Orexigen Therapeutics, Inc. in the European Union and Japan. We have
received U.S. trademark registration number 3393576 for the mark CONTRAVE for use in connection with pharmaceutical preparations for use in the
treatment of obesity and inducing weight loss. We have also obtained foreign trademark registrations for the mark CONTRAVE in
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Australia, Brazil, Canada, Europe, Mexico, Russia, Japan and South Korea and have pending applications in Australia, Brazil, Canada, Mexico, India and
Vietnam. In addition, applications for a Contrave logo for use in connection with pharmaceutical preparations for use in the treatment of obesity and
inducing weight loss, certain printed materials and medical information services are pending in the U.S. and Canada. The Contrave logo is registered in
Europe and Japan. An intent to use application for the mark MYSIMBA has been allowed in the United States in connection with pharmaceutical
preparations, printed materials, and medical information services. We have obtained trademark registrations in Australia, the European Union, Norway, South
Korea and Switzerland for the same mark. In addition, an application for the mark MYSIMBA is pending in India. However, no assurance can be given that
our allowed trademark applications will actually become registered, or that our registered trademarks can be maintained or enforced. During trademark
registration proceedings in the various countries, we have received and expect to receive rejections. Although we are given an opportunity to respond to
those rejections, there can be no assurance that the rejections can be successfully overcome. In addition, in the PTO and in many foreign jurisdictions, third
parties are given an opportunity to oppose pending trademark applications and to cancel registered trademarks. No assurance can be given that opposition or
cancellation proceedings will not be filed against our trademarks, nor can there be any assurance that our trademarks would survive such proceedings.
We may be subject to claims that our employees have wrongfully used or disclosed alleged trade secrets of their former employers.
As is common in the biotechnology and pharmaceutical industries, we employ individuals who were previously employed at other biotechnology or
pharmaceutical companies, including our competitors or potential competitors. Although no claims against us are currently pending, we may be subject to
claims that these employees or we have inadvertently or otherwise used or disclosed trade secrets or other proprietary information of their former employers.
Litigation may be necessary to defend against these claims. Even if we are successful in defending against these claims, litigation could result in substantial
costs and be a distraction to management.

Risks Related to Our Finances and Capital Requirements
*We have incurred significant operating losses since our inception and anticipate that we will incur continued losses for the foreseeable future.
We have focused primarily on developing our first approved product, Contrave. We have financed our operations almost exclusively through the sale
of our preferred and common stock and debt and have incurred losses in each year since our inception in September 2002. As of June 30, 2016, we had an
accumulated deficit of approximately $668.3 million. These losses, combined with expected future losses, have had and will continue to have an adverse
effect on our stockholders’ equity and working capital. We expect to continue to incur significant and increasing operating losses for the foreseeable future
and such losses have had, and will continue to have, an adverse effect on our stockholders’ equity. Because of the numerous risks and uncertainties
associated with developing and commercializing pharmaceutical products, we are unable to predict the extent of any future losses.
*We have a limited history of generating revenue from our product and may never be profitable.
Our ability to become profitable depends upon our ability to generate revenue. We have a limited history of generating revenue, and we do not know
when, or if, we will generate any significant revenue. Takeda commercially launched Contrave in October 2014 and our ability to generate revenue depends
on a number of factors, including, but not limited to, our ability to maintain regulatory approval of, effectively commercialize and successfully complete
future clinical trials for Contrave, and our ability to:
•

effectively market and sell Contrave in the United States;

•

maintain regulatory approval of Mysimba in the European Union;

•

manufacture commercial quantities of Contrave at acceptable cost levels; and

•

effectively market and sell Contrave/Mysimba in the European Union and elsewhere outside the United States, if approved.

We anticipate incurring significant costs associated with the continued development and commercialization of our approved product, Contrave. We do
not expect to be profitable in the near future, if ever. If we or our partners are unable to generate product revenues, we will not become sustainably profitable
and may be unable to continue operations without continued funding.
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We may need additional funds and/or need to enter into additional collaborative or other agreements in order to fund post-marketing studies for Contrave
or clinical trials outside the United States for Contrave/Mysimba, and commercialize Contrave/Mysimba outside the United States, and we may be unable
to raise capital when needed or enter into such an agreement, which would force us to delay, reduce or eliminate development and commercialization
activities required for Contrave/Mysimba, and our commercialization efforts for Contrave/Mysimba outside such countries.
Developing products for the obesity market, conducting clinical trials, establishing outsourced manufacturing relationships and successfully
manufacturing and marketing drugs that we may develop is expensive. We believe that our existing cash, cash equivalents and short-term investments will be
sufficient to meet our projected operating requirements through at least the next 12 months. However, we have based these estimates on assumptions that may
prove to be wrong, and we could spend our available financial resources much faster than we currently expect. Further, we will need additional capital to:
•

fund our operations and to conduct post-marketing requirements for Contrave;

•

develop and commercialize Contrave/Mysimba; and

•

qualify and outsource the commercial-scale of Contrave under cGMP.

The amount and timing of our future funding requirements will depend on many factors, including, but not limited to:
•

the successful commercialization of Contrave/Mysimba;

•

the rate of progress and cost of clinical activity, including the new CVOT for Contrave, and the scope and cost of the additional postmarketing requirements for Contrave, including expenses to support the trials and milestone payments that may become payable;

•

the terms and timing of any collaborative, licensing, co-promotion, distribution or other arrangements that we may establish with respect
to Contrave/Mysimba;

•

the costs of establishing sales, marketing and distribution capabilities in order to commercialize Contrave/Mysimba in the United States
and geographies outside the United States, should we elect to do so;

•

the costs involved in enforcing or defending patent claims or other intellectual property rights;

•

the costs and timing of additional regulatory approvals for Contrave/Mysimba; and

•

the extent to which we in-license, acquire or invest in other indications, products, technologies and businesses.

Future capital requirements will also depend on the extent to which we acquire or invest in additional complementary businesses, products and
technologies. We currently have no commitments or agreements relating to any of these types of transactions.
Unless and until we can generate a sufficient amount of product revenue and achieve profitability, we expect to finance future cash needs through
public or private equity offerings, milestone payments, debt, receivables or royalty financings, or corporate collaboration and licensing arrangements, as well
as through interest income earned on cash and investment balances. We cannot be certain that additional funding will be available on acceptable terms, or at
all. If adequate funds are not available, we may be required to delay, reduce the scope of or eliminate one or more of our development programs or our
commercialization efforts.
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*Our quarterly and annual operating results may fluctuate significantly.
We expect our operating results to be subject to quarterly and annual fluctuations. Our net loss and other operating results may be affected by
numerous factors, including:
•

the level of underlying demand for Contrave, wholesalers’ buying patterns with respect to Contrave, discounts given to certain Contrave
customers, and our ability to successfully market Contrave following the transition from Takeda;

•

variations in the level of expenses, including, but not limited to, variation based on foreign currency exchange rates, related to our
product or future development programs;

•

regulatory developments affecting our product or those of our competitors;

•

the timing of future payments, if any, we may receive under partnership, distributorship or similar agreements;

•

our execution of any additional collaborative, licensing, distribution or similar arrangements, and the timing of payments we may make
or receive under these arrangements;

•

addition or termination of clinical trials or funding support; and

•

any intellectual property infringement lawsuit in which we may become involved.

If our quarterly or annual operating results fall below the expectations of investors or securities analysts, the price of our common stock could decline
substantially. Furthermore, any quarterly or annual fluctuations in our operating results may, in turn, cause the price of our stock to fluctuate substantially.
We believe that quarterly and annual comparisons of our financial results are not necessarily meaningful and should not be relied upon as an indication of
our future performance.
*Raising additional funds by issuing securities may cause dilution to existing stockholders and raising funds through lending and licensing arrangements
may restrict our operations or require us to relinquish proprietary rights.
In March 2016, we sold $165 million aggregate principal amount of 0% Convertible Senior Secured Notes due 2020, or the Secured Notes, initially
convertible into an aggregate of up to 21,999,999 shares of common stock and related warrants to purchase up to 21,999,999 shares of common stock. In
September 2015, we sold 2,000,000 shares of our common stock and warrants to purchase five million shares of our common stock. In December 2013, we
sold $115 million aggregate principal amount of 2.75% Convertible Senior Notes due 2020, or the 2013 Notes. Any conversions or exercises of some or all of
these Secured Notes, 2013 Notes or warrants, as applicable, will result in additional dilution of existing stockholders.
To the extent that we raise additional capital by issuing equity securities, our existing stockholders’ ownership will be diluted. Debt, receivables and
royalty financings typically contain covenants that restrict operating activities and may impair our ability to in-license potential products or product
candidates. Debt, receivables and royalty financings may also be coupled with an equity component, such as warrants to purchase stock, which could also
result in dilution of our existing stockholders’ ownership.
If we raise additional funds through collaboration, licensing or other similar arrangements, it may be necessary to relinquish potentially valuable rights
to our current product candidates, potential products or proprietary technologies, or grant licenses on terms that are not favorable to us. If adequate funds are
not available, our ability to achieve profitability or to respond to competitive pressures would be significantly limited and we may be required to delay,
significantly curtail or eliminate the development of our product.
*We sold $165 million aggregate principal amount of 0% Convertible Senior Secured Notes in March 2016 and $115 million aggregate principal amount
of 2.75% Convertible Senior Notes in December 2013, which may impact our financial results, result in the dilution of existing stockholders, and restrict
our ability to take advantage of future opportunities.
In March 2016, we sold $165 million aggregate principal amount of Secured Notes and related warrants. The Secured Notes may be converted, under
the conditions specified in those Secured Notes, into shares of our common stock and the warrants may be exercised, under the conditions specified in those
warrants, into shares of our common stock.
In addition, in December 2013, we sold $115 million aggregate principal amount of 2013 Notes. We will be required to pay interest on the 2013 Notes
until they come due, are called by us, or are converted, and the payment of that interest will reduce our net income. The sale of the 2013 Notes may also affect
our earnings per share figures, as
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accounting requirements require that we include in our calculation of earnings per share the number of shares of our common stock into which the 2013
Notes are convertible. On June 27, 2014, our stockholders approved a flexible conversion option that allows us to pay the conversion right on these 2013
Notes in cash and/or shares. The flexible conversion right may allow us to exclude from the earnings per share calculation the shares of our common stock
into which the 2013 Notes are convertible. However, we cannot guarantee that the flexible conversion option would result in the accounting treatment
described above. The 2013 Notes may be converted, under the conditions and at the premium specified in those 2013 Notes, into shares of our common stock
and/or into the cash equivalent of shares of our common stock.
Upon the occurrence of certain fundamental changes or, in the case of the Secured Notes, adverse events related to the regulatory approval for,
commercialization of, and net sales of Contrave®, holders of the 2013 Notes and Secured Notes will, at their option, have the right to require the Company to
repurchase for cash all or a portion of their notes, pursuant to the terms and conditions set forth in the applicable indenture.
If converted into shares, the Secured Notes and the 2013 Notes will result in the dilution of our shareholders. Also when exercised, the warrants that we
issued in connection with the Secured Notes will result in the dilution of our shareholders. Further, if repurchased, converted or exercised into cash, the 2013
Notes, the Secured Notes and the related warrants may require the payment of significant additional amounts to the holders of these securities. The payment
of the interest payments, the repayment of the principal, the potential payment of the conversion premium and/or cash exercise amounts and the potential
repurchase of the Secured Notes and the 2013 Notes will require the use of a substantial amount of our cash, and if such cash is not available, we may be
required to sell other assets or enter into alternate financing arrangements at terms that may or may not be desirable. The existence of the Secured Notes and
the 2013 Notes and the obligations we incurred by issuing them may restrict our ability to take advantage of certain future opportunities, such as engaging in
future debt or equity financing activities, which may reduce or impair our ability to acquire new businesses or invest in our existing businesses.
*The Holders of our Secured Notes have the right to require us to repurchase, for cash, their Secured Notes in the case of certain fundamental changes or
adverse changes related to the regulatory approval for, commercialization of, and net sales of Contrave.
The indenture for our Secured Notes provides that the holders of the Secured Notes will, at their option, have the right to require the Company to
repurchase, for cash, all or a portion of their Secured Notes in certain circumstances, including: (a) a change in control of the company or other fundamental
changes; (b) our common stock ceases to be listed or quoted on NASDAQ; and (c) following specific adverse events related to our business that include: (i) a
suspension or withdrawal, by the FDA, of the marketing approval of Contrave; (ii) changes to the drug label for Contrave or the implementation of a REMS
for Contrave, in any case, in a manner that would be reasonably expected to have a materially adverse impact on annual net sales of Contrave in the United
States; (iii) we cease selling Contrave in the United States, either ourselves or through affiliates, distributors, partners or licensees; (iv) approval, by the FDA,
of an ANDA for a AB-rated generic version of Contrave and actual sales of such generic version in the United States; and (v) worldwide net sales of Contrave
for fiscal year 2017 that are less than $100 million, in aggregate. Certain of the events that would trigger the repurchase obligation are outside of our control,
including certain of the events that would be classified as a change in control or fundamental change. We cannot assure you that we will avoid these events.
If we are required to repurchase the Secured Notes, it will require a significant amount of cash, and if such cash is not available, we may be required to enter
into alternate financing arrangements at terms that may or may not be desirable.
Our results of operations and liquidity needs could be materially negatively affected by market fluctuations and economic downturn.
Our results of operations could be materially negatively affected by economic conditions generally, both in the United States and elsewhere around the
world. Domestic and international equity markets have experienced and may continue to experience heightened volatility and turmoil based on domestic
and international economic conditions and concerns. In the event these economic conditions and concerns continue and the markets continue to remain
volatile, our results of operations could be adversely affected by those factors in many ways, including making it more difficult for us to raise funds if
necessary, and our stock price may further decline. In addition, we maintain significant amounts of cash and cash equivalents at one or more financial
institutions that are not federally insured. If economic instability continues, we cannot provide assurance that we will not experience losses on these
investments.
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Our foreign subsidiaries may not be able to successfully maintain advantageous tax status and resulting tax rates, which could adversely affect our
business and financial condition, results of operations and growth prospects.
We anticipate being able to achieve favorable tax treatment through the performance of certain business functions and ownership of certain assets in
tax-efficient jurisdictions, including Ireland, together with intra-company service and transfer pricing agreements, each on an arm’s length basis. Taxing
authorities, such as the U.S. Internal Revenue Service, or IRS, actively audit and otherwise challenge these types of arrangements, and have done so in the
pharmaceutical industry. We expect that these challenges will continue as a result of the recent increase in scrutiny and political attention on corporate tax
structures. The IRS may challenge our structure and transfer pricing arrangements through an audit or lawsuit. Responding to or defending such a challenge
could be expensive and consume time and other resources, and divert management’s time and focus from operating our business. We cannot predict whether
taxing authorities will conduct an audit or file a lawsuit challenging this structure, the cost involved in responding to any such audit or lawsuit, or the
outcome. If we are unsuccessful, we may be required to pay taxes for prior periods, interest, fines or penalties, and may be obligated to pay increased taxes in
the future, any of which could require us to reduce our operating expenses, decrease efforts in support of our products or seek to raise additional funds, all of
which could have a material adverse effect on our business, financial condition, results of operations and growth prospects.
We may lose the ability to use our net operating loss, or NOL, carryforwards, which could prevent or delay us from offsetting future taxable income.
We have incurred substantial losses during our history and do not expect to become profitable in 2016 and may never achieve profitability. To the
extent that we continue to generate taxable losses, unused losses will carry forward to offset future taxable income, if any, until such unused losses expire.
Our federal and state net operating loss carryforwards begin to expire in 2024 and 2025, respectively. Additionally, the future utilization of our net operating
loss carryforwards and credits to offset future taxable income is subject to annual limitations, pursuant to Sections 382 and 383 of the Internal Revenue Code,
as a result of ownership changes that have occurred in prior years or may occur in the future, which could defer our ability to utilize or prevent us from fully
utilizing our net operating loss carryforwards, and credits, which could have an adverse effect on our results of operations. We completed an ownership
change analysis in accordance with Section 382 from inception through December 31, 2015. As a result of the study, it was determined that we experienced
several ownership changes during this period with the last one occurring in December 2014. We have reduced our NOL and credit carryforwards as disclosed
in our financial statement for the effect of Section 382 and 383.

Risks Relating to Securities Markets and Investment in Our Stock
*The market price of our common stock has fluctuated and is likely to continue to fluctuate, which could reduce the market price of our common stock.
The market prices for securities of biotechnology and pharmaceutical companies have historically been highly volatile, and the market has from time
to time experienced significant price and volume fluctuations that are unrelated to the operating performance of particular companies. Over the last several
years, the overall capital markets have been highly volatile. Since the commencement of trading in connection with our initial public offering, or IPO, the
publicly traded shares of our common stock have themselves experienced significant price and volume fluctuations. During the quarter ended June 30, 2016,
the price per share for our common stock on the Nasdaq Global Market has ranged from a low sale price of $0.35 to a high sale price of $0.65 (which prices do
not reflect the effect of the reverse stock split effected on July 11, 2016). This market volatility is likely to continue and could reduce the market price of our
common stock, regardless of our operating performance. In addition, the trading price of our common stock could change significantly over short periods of
time in response to many factors, including:
•

announcements regarding the commercial sales and related revenue(s) for Contrave;

•

FDA or international regulatory actions, including failure to maintain regulatory approval for Contrave in South Korea or receive
approval in other additional foreign jurisdictions;

•

announcements regarding our clinical trials, including the Ignite Study, the Light Study and the post-marketing required clinical trials
for Contrave;

•

announcements regarding Vivus’, Novo Nordisk’s and Eisai’s approved obesity products, including sales, safety and efficacy results, and
their respective regulatory submissions and/or the results of their respective clinical trials;

•

announcements regarding our other competitors’ regulatory submissions and/or the results of their clinical trials;
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•

announcements regarding our relationships with third parties;

•

announcements regarding bupropion or naltrexone;

•

announcements regarding manufacturing or supply developments for Contrave;

•

failure of any of our product to achieve commercial success;

•

developments concerning current or future strategic collaborations;

•

announcements of the introduction of new products by us or our competitors;

•

market conditions in the pharmaceutical and biotechnology sectors;

•

announcements concerning product development results or intellectual property rights of others;

•

litigation or public concern about the safety of our products;

•

actual and anticipated fluctuations in our quarterly operating results;

•

deviations in our operating results from the estimates of securities analysts or other analyst comments;

•

additions or departures of key personnel;

•

healthcare reform measures and other third-party coverage and reimbursement policies; and

•

changes in or announcements relating to third-party coverage and reimbursement policies for Contrave/Mysimba; and

•

discussion of us or our stock price by the financial and scientific press and in online investor communities.

The realization of any of the risks described in these “Risk Factors” could also have a dramatic and material adverse impact on the market price of our
common stock.
Future sales of our common stock may depress our stock price.
Any future sales of a substantial number of shares of our common stock in the public market, or the perception that such sales may occur, could
adversely affect the price of our common stock. We cannot predict the effect, if any, that market sales of any such shares of common stock or the availability
of any such shares of common stock for sale would have on the market price of our common stock.
In addition, persons who were our stockholders prior to the sale of shares in our IPO continue to hold a substantial number of shares of our common
stock that they may be able to sell in the public market, subject to the limitations of Rule 144 of the Securities Act of 1933, as amended. Significant portions
of these shares are held by a small number of stockholders. Sales by our current stockholders of a substantial number of shares, or the expectation that such
sales may occur, could significantly reduce the market price of our common stock. For example, certain of our executive officers have established selling
plans under Rule 10b5-1 of the Securities Exchange Act of 1934, as amended, or the Exchange Act, for the purpose of effecting specified sales of our
common stock over a specified period of time.
We have also registered all common stock that we may issue under our employee benefits plans. As a result, these shares can be freely sold in the public
market upon issuance, subject to restrictions under the securities laws. In addition, our directors and executive officers may in the future establish
programmed selling plans under Rule 10b5-1 of the Exchange Act for the purpose of effecting sales of our common stock, in addition to the already
established plans. If any of these events cause a large number of our shares to be sold in the public market, the sales could reduce the trading price of our
common stock and impede our ability to raise future capital.
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*Our executive officers, directors, principal stockholders and their respective affiliates will exercise significant influence over stockholder voting matters
in a manner that may not be in the best interests of all of our stockholders.
As of June 30, 2016, our executive officers, directors, holders of 5% or more of our capital stock and their respective affiliates together controlled
approximately 40.1% of our outstanding common stock, assuming no exercise of outstanding options or warrants. As a result, these stockholders will
collectively be able to significantly influence all matters requiring approval of our stockholders, including the election of directors and approval of
significant corporate transactions. The concentration of ownership may delay, prevent or deter a change in control of our company even when such a change
may be in the best interests of some stockholders, could deprive our stockholders of an opportunity to receive a premium for their common stock as part of a
sale of our company or our assets and might affect the prevailing market price of our common stock.
Anti-takeover provisions under our charter documents and Delaware law could delay or prevent a change of control which could limit the market price of
our common stock and may prevent or frustrate attempts by our stockholders to replace or remove our current management.
Our amended and restated certificate of incorporation and amended and restated bylaws contain provisions that could delay or prevent a change of
control of our company or changes in our board of directors that our stockholders might consider favorable. Some of these provisions include:
•

a board of directors divided into three classes serving staggered three-year terms, such that not all members of the board will be elected at
one time;

•

a prohibition on stockholder action through written consent;

•

a requirement that special meetings of stockholders be called only by the chairman of the board of directors, the chief executive officer,
the president or by a majority of the total number of authorized directors;

•

advance notice requirements for stockholder proposals and nominations;

•

a requirement of approval of not less than 66 2 / 3 % of all outstanding shares of our capital stock entitled to vote to amend any bylaws by
stockholder action, or to amend specific provisions of our certificate of incorporation; and

•

the authority of the board of directors to issue preferred stock on terms determined by the board of directors without stockholder
approval.

In addition, we are governed by the provisions of Section 203 of the Delaware General Corporate Law, which may prohibit certain business
combinations with stockholders owning 15% or more of our outstanding voting stock. These and other provisions in our amended and restated certificate of
incorporation, amended and restated bylaws and Delaware law could make it more difficult for stockholders or potential acquirers to obtain control of our
board of directors or initiate actions that are opposed by the then-current board of directors, including to delay or impede a merger, tender offer or proxy
contest involving our company. Any delay or prevention of a change of control transaction or changes in our board of directors could cause the market price
of our common stock to decline.
We have never paid dividends on our capital stock, and because we do not anticipate paying any cash dividends in the foreseeable future, capital
appreciation, if any, of our common stock will be your sole source of gain on an investment in our stock.
We have paid no cash dividends on any of our classes of capital stock to date and we currently intend to retain our future earnings, if any, to fund the
development and growth of our business. We do not anticipate paying any cash dividends on our common stock in the foreseeable future. As a result, capital
appreciation, if any, of our common stock will be your sole source of gain for the foreseeable future.
We may become involved in securities-related litigation, including securities class action litigation, or securities-related investigations, that could divert
management’s attention and harm our business and could subject us to significant liabilities.
The stock markets have from time to time experienced significant price and volume fluctuations that have affected the market prices for the common
stock of pharmaceutical companies. These broad market fluctuations may cause the market price of our common stock to decline. In the past, securities class
action litigation has often been brought
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against a company following a decline in the market price of its securities. This risk is especially relevant for us because biotechnology and
biopharmaceutical companies have experienced significant stock price volatility in recent years. We may become involved in this and other types of
shareholder litigation in the future. Moreover, as a public company, we could be subject to sanctions or investigations by Nasdaq, the SEC or other
regulatory authorities, which would entail expenditure of additional financial and management resources. For example, in April 2015, we received a formal
request from the SEC’s Division of Enforcement for documentation related to, among other things, a Current Report on Form 8-K that we filed with the SEC
on March 3, 2015. We intend to cooperate fully with the SEC regarding this matter. Litigation, and investigations by regulatory authorities, are often
expensive and divert management’s attention and resources, which could adversely affect our business.
In May 2013, we received a shareholder demand alleging that certain option grants to our President and Chief Executive Officer, Michael A. Narachi,
our Chief Business Officer and acting-Chief Financial Officer, Joseph P. Hagan, and our Senior Vice President, General Counsel and Secretary, Heather D.
Turner, in 2011 were granted in excess of the 1,500,000 share limit set forth in Section 3.3 of the Orexigen Therapeutics, Inc. 2007 Equity Incentive Award
Plan, or Plan, as to the number of shares of our common stock with respect to which one or more stock awards may be granted to any one eligible participant
during any of our fiscal years. We refer to this limit as the 162(m) Award Limit. Our board of directors established a demand review committee composed of
independent directors to conduct an investigation with respect to the shareholder demand and to make recommendations to our board of directors. The
demand review committee engaged independent counsel as part of its investigation and evaluated (1) the terms of the Plan, (2) the initial issuance procedures
for the option grants to Mr. Narachi, Mr. Hagan and Ms. Turner during 2011, (3) the authority available to the compensation committee of our board of
directors under its charter and the Plan, (4) the expectations of the award recipients and (5) the intent of our board of directors and the compensation
committee regarding the availability of an exemption from the deductibility limitations of Section 162(m) of the Internal Revenue Code for such option
grants. Following its investigation, the demand review committee determined that the 162(m) Award Limit first became effective as of June 2, 2011, and that,
therefore, awards granted under the Plan prior to June 2, 2011, did not count toward the 162(m) Award Limit. The demand review committee determined that
the awards granted to Mr. Hagan between June 2, 2011 and December 31, 2011 did not exceed the 162(m) Award Limit. The demand review committee
further determined that the options granted to Mr. Narachi and Ms. Turner, including the portion of such awards in excess of the 162(m) Award Limit, were
validly approved under the Plan, although the portion of those awards in excess of the 162(m) Award Limit does not qualify as performance-based
compensation under Section 162(m). In September 2013, the compensation committee amended the Plan, with the approval of our board of directors, to take
the following actions: (1) to clarify that the 162(m) Award Limit only applies to awards or the portion thereof intended to qualify as performance-based
compensation under Section 162(m); and (2) to confirm that the compensation committee has the authority to make awards in excess of the 162(m) Award
Limit, which board action we refer to as the Plan Amendment. The Plan Amendment is deemed effective as of June 10, 2011, consistent with the authority of
the compensation committee as administrator of the Plan as of that date. Any grants under the Plan in excess of the 162(m) Award Limit are not intended to
qualify as performance-based compensation under Section 162(m).
On December 9, 2013, the same shareholder who made a demand on the board in May 2013 filed a derivative lawsuit purportedly on behalf of us
against certain of our officers and current and former members of our board of directors in the United States District Court, for the Southern District of
California, captioned Turgeman v. Narachi, et al. The lawsuit asserts claims for breach of fiduciary duty, waste and unjust enrichment based on, among other
things, the alleged grant of stock options to certain officers in excess of the 162(m) Award Limit, repricing stock options allegedly in violation of our equity
incentive plan, the board of directors’ conduct in responding to the May 2013 shareholder demand, and making allegedly false and misleading statements.
The lawsuit seeks, among other things, declaratory relief, corporate governance reforms, rescission of certain stock option awards, rescission of the Plan
Amendment, injunctive relief, damages, restitution, disgorgement and attorney’s fees. On July 23, 2014, we and the individual defendants filed a motion to
dismiss the Turgeman complaint. On March 9, 2015, the court granted the motion to dismiss with thirty days leave to amend. An amended complaint was
filed on April 8, 2015. The amended complaint asserts the same derivative claims as the original complaint and asserts a putative claim on behalf of plaintiff
and our shareholders for breach of contract for alleged violations of the 2007 Equity Incentive Plan. On May 8, 2015, we and the individual defendants filed
a motion to dismiss the amended complaint. The court has not yet ruled on our motion.
On March 10, 2015, a purported class action lawsuit was filed against us and certain of our officers in the United States District Court, for the Southern
District of California, captioned Colley v. Orexigen, et al. The following day, two additional putative class action lawsuits were filed in the same court,
captioned Stefanko v. Orexigen, et al., and Yantz v. Orexigen, et al., asserting substantially similar claims. On June 22, 2015, the court consolidated the
lawsuits and appointed a lead plaintiff. On August 20, 2015, the lead plaintiff filed a consolidated complaint. The consolidated
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complaint purports to assert claims on behalf of a class of purchasers of the Company’s stock between March 3, 2015 and May 12, 2015. It alleges that
defendants violated Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 by purportedly making false and misleading statements regarding the
interim results and termination of the Light Study. The consolidated complaint seeks an unspecified amount of damages, attorneys’ fees and equitable or
injunctive relief. On October 5, 2015, defendants filed a motion to dismiss the consolidated complaint. On May 19, 2016, the District Court granted the
motion to dismiss, dismissing portions of the consolidated complaint with prejudice and portions without prejudice. The Court granted lead plaintiff 30 days
to file an amended complaint with respect to those portions not dismissed with prejudice. On June 16, 2016, lead plaintiff filed a notice of intent not to file an
amended complaint but to proceed directly to an appeal of the Court’s decision dismissing the consolidated complaint. As a result, the court entered
judgment dismissing the consolidated complaint with prejudice on June 27, 2016. Lead plaintiff has not yet filed a Notice of Appeal. Although management
believes that the claims and any appeal lack merit and intends to defend against them vigorously, there are uncertainties inherent in any litigation and we
cannot predict the outcome.
On June 3, 2016, plaintiff Ben Wilkin, a shareholder who had previously made a shareholder demand to inspect certain books and records of the
Company, filed a derivative lawsuit purportedly on behalf of us against certain of our current and former officers and members of the board of directors in the
Delaware Chancery Court, captioned Wilkin v. Narachi, et al. The lawsuit asserts claims for breach of fiduciary duty and waste of corporate assets based on
essentially the same set of facts underlying the Colley, Stefanko and Yantz consolidated class action. The lawsuit seeks, among other things, damages,
corporate governance reforms, injunctive relief, restitution, disgorgement and attorney’s fees. Management believes that the claims lack merit and intends to
defend against them vigorously.
ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.
ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4.

MINE SAFETY DISCLOSURES

Not applicable.
ITEM 5.

OTHER INFORMATION

None.
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ITEM 6.

EXHIBITS

Exhibit
Number

Description

3.1(1)

Amended and Restated Certificate of Incorporation of the Registrant

3.2(2)

Certificate of Amendment of Amended and Restated Certificate of Incorporation of the Registrant

3.3(1)

Amended and Restated Bylaws of the Registrant

3.4(5)

Amendment to Amended and Restated Bylaws of the Registrant

3.5(6)

Certificate of Designations, Preferences and Rights of Series Z Non-Convertible Non-Voting Preferred Stock.

3.6(8)

Certificate of Amendment of Amended and Restated Certificate of Incorporation of the Registrant, as amended

4.1(1)

Form of the Registrant’s Common Stock Certificate

4.2(3)

Form of Warrant to Purchase Common Stock

4.3(4)

Indenture dated as of December 6, 2013 by and between the Registrant and Wilmington Trust, National Association, as trustee

4.4(6)

Indenture, dated as of March 21, 2016, by and between the Registrant and U.S. Bank National Association, as trustee and collateral agent,
including the Form of 0% Convertible Senior Secured Note due 2020.

4.5(7)

Form of Warrant to Purchase Common Stock

4.5(6)

Investor Rights Agreement, dated as of March 15, 2016, by and among the Registrant, Baupost, and the other investors party thereto.

4.6(6)

Securities Purchase Agreement, dated as of March 15, 2016, by and among the Registrant and each purchaser party thereto

10.1 #

Employment Agreement dated February 3, 2015 by and between the Registrant and Jason Keyes

10.2 #

Amendment No. 1 to Employment Agreement dated February 2, 2016 by and between the Registrant and Jason Keyes

10.3 #

Amendment No. 2 to Employment Agreement dated June 16, 2016 by and between the Registrant and Thomas Cannell

10.4 #

Amendment No. 2 to Employment Agreement dated June 16, 2016 by and between the Registrant and Jason Keyes

10.5 #

Amended and Restated 2007 Equity Incentive Award Plan

31.1*

Certification of Chief Executive Officer pursuant to Rules 13a-14 and 15d-14 promulgated pursuant to the Securities Exchange Act of 1934,
as amended

31.2*

Certification of Principal Financial and Accounting Officer pursuant to Rules 13a-14 and 15d-14 promulgated pursuant to the Securities
Exchange Act of 1934, as amended

32.1*
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
OREXIGEN THERAPEUTICS, INC.
Date: August 5, 2016

By: /s/ Michael A. Narachi
Michael A. Narachi
President and Chief Executive Officer
(Principal Executive Officer)

Date: August 5, 2016

By: /s/ Jason A. Keyes
Jason A. Keyes
SVP, Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 10.1
EMPLOYMENT AGREEMENT
This Employment Agreement (“Agreement”) is entered into as of February 3, 2015 (the “Effective Date”), by and between
Jason Keyes (“Executive”) and Orexigen Therapeutics, Inc. (the “Company”).
WHEREAS, the Company desires to employ Executive to provide personal services to the Company, and wishes to provide
Executive with certain compensation and benefits in return for Executive’s services; and
WHEREAS, Executive wishes to be employed by the Company and provide personal services to the Company in return for
certain compensation and benefits.
NOW, THEREFORE, in consideration of the mutual promises and covenants contained herein, it is hereby agreed by and
between the parties hereto as follows:
ARTICLE I
DEFINITIONS
For purposes of the Agreement, the following terms are defined as follows:
1.1

“Board” means the Board of Directors of the Company.

1.2

“Cause” means the occurrence of any of the following events:
(a)

Executive’s conviction of or plea of guilty or nolo contendere to any felony or a crime of moral turpitude;

(b) Executive’s continued failure or refusal to follow lawful and reasonable instructions of the Chief Executive Officer and/or
EVP, Chief Business and Financial Officer of the Company or lawful and reasonable policies and regulations of the Company or its
affiliates;
(c) Executive’s continued failure to faithfully and diligently perform the assigned duties of Executive’s employment with the
Company or its affiliates;
(d)

Unprofessional, unethical, immoral or fraudulent conduct by Executive;

(e) Conduct by Executive that materially discredits the Company or any affiliate or is materially detrimental to the reputation,
character and standing of the Company or any affiliate; or
(f)
Executive’s material breach of this Agreement, the Proprietary Information and Inventions Agreement, the Company’s
Code of Conduct and/or Insider Trading Policy, or any other contractual, fiduciary, or statutory duty owed to the Company.
An event described in Section 1.2(b) through Section 1.2(f) herein shall not be treated as “Cause” until after Executive has been
given written notice of such event, failure, conduct or breach and Executive fails to cure such event, failure, conduct or breach within
30 days from such written notice; provided, however, that such 30-day cure period shall not be required if the event, failure, conduct or
breach is incapable of being cured. Failure of the Company to meet financial or performance targets or goals shall not be deemed to be
a breach pursuant to Sections 1.2(b) or 1.2(c) herein.

1.3

“Change in Control” means the occurrence of any of the following events:

(a)
the direct or indirect acquisition by any person or related group of persons (other than the Company or a person that
directly or indirectly controls, is controlled by, or is under common control with, the Company) of beneficial ownership (within the
meaning of Rule 13d-3 of the Exchange Act) of securities possessing more than 50% of the total combined voting power of the
Company’s outstanding securities pursuant to a tender or exchange offer made directly to the Company’s shareholders which the Board
does not recommend such shareholders to accept;
(b) a change in the composition of the Board over a period of 36 months or less such that a majority of the Board members
ceases, by reason of one or more contested elections for Board membership, to be comprised of individuals who either (i) have been
Board members continuously since the beginning of such period, or (ii) have been elected or nominated for election as Board members
during such period by at least a majority of the Board members described in clause (i) who were still in office at the time such election
or nomination was approved by the Board;
(c)
the consummation of any consolidation, share exchange or merger of the Company (i) in which the stockholders of the
Company immediately prior to such transaction do not own at least a majority of the voting power of the entity which survives/results
from that transaction (or the parent of such surviving/resulting entity), or (ii) in which a stockholder of the Company who does not own
a majority of the voting stock of the Company immediately prior to such transaction, owns a majority of the Company’s voting stock
immediately after such transaction; or
(d) the liquidation or dissolution of the Company or any sale, lease, exchange or other transfer (in one transaction or a series
of related transactions) of all or substantially all the assets of the Company, including stock held in subsidiary corporations or interests
held in subsidiary ventures.
1.4
“Change in Control Period” means the time period commencing three (3) months before the effective date of a Change in
Control and ending on the date that is twelve (12) months after the effective date of a Change in Control.
1.5
“Company” means Orexigen Therapeutics, Inc. or, following a Change in Control, the surviving entity resulting from such
transaction.
1.6
of:

“Constructive Termination” means Executive’s resignation from all positions Executive then holds with the Company because

(a)
a material reduction in the level of responsibility associated with Executive’s employment with the Company or any
surviving entity (other than a change in job title or officer title) as compared to Executive’s level of responsibility just prior to the
reduction; provided, however, that a merger or acquisition of the Company and subsequent conversion of the Company to a division or
unit of the acquiring corporation will not by itself result in a material reduction in Executive’s level of responsibility;
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(b)
a material reduction in Executive’s level of base salary (except for any reduction imposed equally upon all other
similarly-situated Company executives); or
(c)
a relocation of Executive’s principal place of employment by more than 50 miles (other than reasonable business travel
required as part of the job duties associated with Executive’s position);
provided, however, that (i) such change, reduction or relocation is effected by the Company without Cause and without Executive’s
consent; (ii) Executive first provides the Company with written notice of the condition described in (a), (b) or (c) above not later than
sixty (60) days following its initial occurrence; (iii) the Company is permitted the opportunity to cure such condition within a period of
forty-five (45) days following such written notice; and (iv) Executive resigns from employment within thirty (30) days following the
end of such cure period, assuming that the condition has not been cured.
1.7

“Exchange Act” means the Securities Exchange Act of 1934, as amended.

1.8
“Involuntary Termination Without Cause” means Executive’s dismissal or discharge by the Company other than for Cause.
The termination of Executive’s employment as a result of Executive’s death or disability will not be deemed to be an Involuntary
Termination Without Cause.
ARTICLE II
EMPLOYMENT BY THE COMPANY
2.1
Position and Duties. Subject to terms set forth herein, the Company agrees to employ Executive, on a full time basis in the
position of Vice President, Finance hereby accepts such employment. Executive shall perform such duties as are customarily associated
with the position of Vice President, Finance, and such other duties as are assigned to Executive by the EVP, Chief Business and
Financial Officer of the Company. Subject to the terms of this Agreement, the Company may change Executive’s duties,
responsibilities, title, and reporting relationship at its discretion. During the term of Executive’s employment with the Company,
Executive will devote Executive’s best efforts (except for vacation periods and reasonable periods of illness or other incapacities
permitted by the Company’s general employment policies or as otherwise set forth in this Agreement) to the business of the Company.
2.2
Employment at Will. Both the Company and Executive shall have the right to terminate Executive’s employment with the
Company at any time, with or without advance notice, and with or without Cause. If applicable, upon the date of Executive’s
termination of employment with the Company for any reason, Executive shall immediately resign from the Board and the board of
directors or comparable body of every subsidiary, parent or other affiliated corporation of the Company, and every committee thereof.
Executive shall not receive any compensation of any kind, including, without limitation, severance benefits or change of control
severance benefits, following Executive’s last day of employment with the Company (the “Termination Date”), except as expressly
provided for by this Agreement, applicable law, and/or any plan documents governing the compensatory equity awards that have been
or may be granted to Executive from time to time in the sole discretion of the Company.
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2.3
Employment Policies. The employment relationship between the parties shall also be governed by the general employment
policies and practices of the Company, including those relating to protection of confidential information and assignment of inventions,
except that when the terms of this Agreement differ from or are in conflict with the Company’s general employment policies or
practices, this Agreement shall control.
ARTICLE III
COMPENSATION AND BENEFITS
3.1
Base Salary. Executive shall receive for services to be rendered hereunder an annual base salary of $220,000 (“Base Annual
Salary”), less required deductions and withholdings, payable on the regular payroll dates of the Company.
3.2 Annual Bonus. In addition to the Base Annual Salary, during each calendar year Executive will be eligible for an annual
performance bonus, equal to up to 50% of the Base Annual Salary, and which is based in part upon the achievement of Executive’s
performance goals and objectives (“Annual Bonus”). The Compensation Committee of the Company’s Board shall determine in its sole
discretion whether any such Bonus has been earned and, if so, the amount of any such bonus. Executive must be an employee in good
standing at the time the Compensation Committee decides to award the Annual Bonus and, if Executive leaves the Company at any
time and for any reason prior to such date, he will not be eligible to receive such a bonus or any pro-rata portion of such bonus. If
awarded, such Annual Bonus shall be evaluated and paid no later than December 31 of the calendar year following the calendar year to
which such Annual Bonus relates.
3.3 Vacation and Paid Time Off. Executive shall be entitled to 20 business days of paid vacation each year, accruing on a monthly
basis, and 8 paid holidays each year.
3.4
Expenses. During the term of this Agreement, the Company shall reimburse Executive for all reasonable and necessary out-ofpocket expenses incurred by Executive in connection with services rendered on behalf of the Company subject to Executive providing
the Company with appropriate substantiation in accordance with Company policy; provided that commuting expenses shall not be
included in such reimburseable expenses. Any amounts payable under this Section 3.4 shall be made in accordance with Treasury
Regulation Section 1.409A-3(i)(1)(iv) and shall be paid on or before the last day of Executive’s taxable year following the taxable year
in which Executive incurred the expenses. The amounts provided under this Section 3.4 during any taxable year of Executive’s will not
affect such amounts provided in any other taxable year of Executive’s, and Executive’s right to reimbursement for such amounts shall
not be subject to liquidation or exchange for any other benefit.
3.5 Standard Company Benefits. Executive shall be entitled to all rights and benefits for which Executive is eligible under the terms
and conditions of the standard Company benefits and compensation practices that may be in effect from time to time and are generally
provided by the Company to its executive employees, employed at similar full-time or part-time status, as applicable. Any such benefits
and compensation practices shall be subject to the terms of the governing benefit or compensation plans and may be changed by the
Company from time to time in its discretion.
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ARTICLE IV
SEVERANCE AND CHANGE IN CONTROL BENEFITS
4.1
Term Limitation for Severance and Change in Control Benefits. The term for the Severance Benefits and Change in Control
Benefits provided for in this Article IV herein shall commence on the Effective Date and shall continue until March 31, 2016 (the
“Expiration Date”). If this Article IV is not amended or renewed by the Compensation Committee of the Company’s Board prior to the
Expiration Date, this Article IV (including Executive’s right to receive the Severance Benefits and Change in Control Benefits contained
herein), shall terminate automatically on such Expiration Date; provided, however, that if this Article IV terminates pursuant to this
Section 4.1, the remainder of this Agreement will remain in full force and effect.
4.2
Severance Benefits In Event of Involuntary Termination Without Cause Unrelated to Change in Control. If: (i) Executive’s
employment terminates due to an Involuntarily Termination Without Cause (and other than as a result of Executive’s death or disability)
at any time except during the Change in Control Period, (ii) such termination constitutes a “separation from service” (within the
meaning of Treasury Regulation Section 1.409A-1(h)), (iii) Executive signs and allows to become effective a general release of all
known and unknown claims in the form and substance acceptable to the Company within sixty (60) days after the Termination Date,
and (iv) Executive fully complies with Executive’s continuing fiduciary, statutory and material contractual obligations to the Company
(with a 30-day opportunity to cure after notice of any such non-compliance if Executive has not, unless such non-compliance is not
capable of being cured); then the Company shall provide Executive with the following severance benefits (the “Severance Benefits”):
(a)
Cash Severance. The Company shall make a single lump sum severance payment to Executive in an amount equal to
Executive’s Base Annual Salary in effect as of the Termination Date, less required tax withholdings and deductions (the “Severance
Payment”). The Severance Payment will be paid within sixty (60) days after the Termination Date, but in no event later than March 15
of the year following the year of termination.
(b)
Health Insurance. Provided that Executive elects continued coverage under the Consolidated Omnibus Budget
Reconciliation Act of 1985, as amended (together with any state or local laws of similar effect, “COBRA”) within the time period
provided for under COBRA, the Company will pay the premiums necessary to continue Executive’s group health insurance coverage in
effect as of the Termination Date of Executive’s employment (including coverage for Executive’s eligible dependents) for a maximum
period of twelve (12) months following the Termination Date; provided, however, that no premium payments will be made by the
Company pursuant to this paragraph following the effective date of Executive’s coverage by a health insurance plan of a subsequent
employer or such other date on which Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA
coverage. Executive agrees that Executive shall notify the Company in writing as soon as practical, but no later than 15 days after
Executive receives coverage under a health insurance plan of a subsequent employer.
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4.3
Severance Benefits In Event of Involuntary Termination Without Cause or Constructive Termination During Change in
Control Period. If: (i) Executive’s employment terminates due to an Involuntarily Termination Without Cause (and other than as a
result of Executive’s death or disability), or as a result of a Constructive Termination, in either event during the Change in Control
Period, (ii) such termination constitutes a “separation from service” (within the meaning of Treasury Regulation Section 1.409A-1(h)),
(iii) Executive signs and allows to become effective a general release of all known and unknown claims in the form and substance
acceptable to the Company within sixty (60) days after the Termination Date, and (iv) Executive fully complies with Executive’s
continuing fiduciary, statutory and material contractual obligations to the Company (with a 30-day opportunity to cure after notice of
any such non-compliance if Executive has not, unless such non-compliance is not capable of being cured); then the Company shall
provide Executive with the following change in control severance benefits (the “Change in Control Benefits”):
(a)
Cash Severance. The Company shall make a single lump sum severance payment to Executive in an amount equal to
Executive’s Base Annual Salary in effect as of the Termination Date, multiplied by one point five (1.5), less required tax
withholdings and deductions (the “Change in Control Payment”). The Change in Control Payment will be paid within sixty (60) days
after the Termination Date, but in no event later than March 15 of the year following the year of termination.
(b)
Health Insurance. Provided that Executive elects continued coverage under the Consolidated Omnibus Budget
Reconciliation Act of 1985, as amended (together with any state or local laws of similar effect, “COBRA”) within the time period
provided for under COBRA, the Company will pay the premiums necessary to continue Executive’s group health insurance coverage in
effect as of the Termination Date of Executive’s employment (including coverage for Executive’s eligible dependents) for a maximum
period of eighteen (18) months following the Termination Date; provided, however, that no premium payments will be made by the
Company pursuant to this paragraph following the effective date of Executive’s coverage by a health insurance plan of a subsequent
employer or such other date on which Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA
coverage. Executive agrees that Executive shall notify the Company in writing as soon as practical, but no later than 15 days after
Executive receives coverage under a health insurance plan of a subsequent employer.
(c)
Equity Acceleration. After taking into account any additional acceleration of vesting Executive may be entitled to
receive under any other plan or agreement, the Company shall cause all outstanding equity awards then held by Executive (including,
without limitation, stock options, restricted stock awards or similar awards) to become fully vested and, if applicable, exercisable with
respect to all the shares subject thereto effective immediately prior to the Termination Date. In all other respects, such equity awards
shall continue to be governed by the terms of the applicable award agreements and equity incentive plan documents and any applicable
agreements between the Company and Executive.
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4.4
Other Compensation and Benefits. I f : ( i) the Company terminates Executive’s employment for Cause or as a result of
Executive’s death or disability, or (ii) if Executive resigns Executive’s employment at any time, except as a result of a Constructive
Termination during the Change in Control Period, then this Agreement shall automatically terminate (except for Article V and Article
VII, which shall continue in effect), and upon such termination, the Company shall have no further obligation to Executive, Executive’s
spouse or estate, except that the Company shall pay to Executive the amount of Executive’s Base Annual Salary, and unused vacation
pay, accrued to the date of such termination.
4.5

Compliance with Section 409A.

(a)
It is intended that each installment of the payments and benefits provided for in this Agreement is a separate “payment”
for purposes of Treasury Regulation Section 1.409A-2(b)(2)(i). It is also intended that payments of the amounts set forth in this
Agreement satisfy, to the greatest extent possible, the exemptions from the application of Section 409A of the Internal Revenue Code of
1986, as amended (the “Code”) (Section 409A of the Code, together, with any state law of similar effect, “ Section 409A”) provided
under Treasury Regulation Sections 1.409A-1(b)(4), 1.409A-1(b)(5) and 1.409A-1(b)(9).
(b)
Notwithstanding the foregoing, if the Company (or, if applicable, the successor entity thereto) determines that the
Severance Payment, the Change in Control Payment and/or other benefits provided under this Agreement (the “Agreement
Payments”) constitute “deferred compensation” under Section 409A and Executive is, on the Termination Date, a “specified
employee” of the Company or any successor entity thereto, as such term is defined in Section 409A(a)(2)(B)(i) of the Code, then, solely
to the extent necessary to avoid the incurrence of the adverse personal tax consequences under Section 409A, the timing of the
Agreement Payments shall be delayed as follows: on the earlier to occur of (i) the date that is six months and one day after Executive’s
“separation from service” (as defined above) or (ii) the date of Executive’s death (such earlier date, the “Delayed Initial Payment
Date”), the Company (or the successor entity thereto, as applicable) shall (A) pay to Executive a lump sum amount equal to the sum of
the Agreement Payments that Executive would otherwise have received through the Delayed Initial Payment Date if the commencement
of the payment of the Agreement Payments had not been so delayed pursuant to this Section 4.5(b) and (B) commence paying the
balance of the Agreement Payments in accordance with the applicable payment schedules set forth in this Agreement.
4.6

Internal Revenue Code Section 280G.

(a)
If the payments and benefits (including but not limited to payments and benefits pursuant to this Agreement) that
Executive would receive in connection with a Change in Control of the Company, whether from the Company or otherwise (a
“Transaction Payment”) would (i) constitute a “parachute payment” within the meaning of Section 280G of the Code, and (ii) but for
this sentence, be subject to the excise tax imposed by Section 4999 of the Code (the “Excise Tax”), then the Company shall cause to
be determined, before any amounts of the Transaction Payment are paid to Executive, which of the following two alternative forms of
payment would result in Executive’s receipt, on an after-tax basis, of the greater amount of the Transaction Payment notwithstanding
that all or some portion of the Transaction Payment may be subject to the Excise Tax: (1) payment in full of the entire amount of the
Transaction Payment (a “Full Payment”), or (2) payment of only a part of the Transaction Payment so that Executive receives the
largest payment possible without the imposition of the Excise Tax (a “Reduced Payment”).
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(b)
For purposes of determining whether to make a Full Payment or a Reduced Payment, the Company shall cause to be
taken into account all applicable federal, state and local income and employment taxes and the Excise Tax (all computed at the highest
applicable marginal rate, net of the maximum reduction in federal income taxes which could be obtained from a deduction of such state
and local taxes). If a Reduced Payment is made, (i) Executive shall have no rights to any additional payments and/or benefits
constituting the Transaction Payment, and (ii) reduction in payments and/or benefits shall occur in the following order: (1) reduction of
cash payments; (2) cancellation of accelerated vesting of equity awards other than stock options; (3) cancellation of accelerated vesting
of stock options; and (4) reduction of other benefits (if any) paid to Executive. In the event that acceleration of compensation from
Executive’s equity awards is to be reduced, such acceleration of vesting shall be canceled in the reverse order of the date of grant.
(c)
The independent registered public accounting firm engaged by the Company for general audit purposes as of the day
prior to the Termination Date shall make all determinations required to be made under this Section 4.6. If the independent registered
public accounting firm so engaged by the Company is serving as accountant or auditor for the individual, entity or group effecting the
Change in Control, the Company shall appoint a nationally recognized independent registered public accounting firm to make the
determinations required hereunder. The Company shall bear all expenses with respect to the determinations by such independent
registered public accounting firm required to be made hereunder.
(d)
The independent registered public accounting firm engaged to make the determinations hereunder shall provide its
calculations, together with detailed supporting documentation, to the Company and Executive within fifteen (15) calendar days after the
date on which Executive’s right to a Transaction Payment is triggered or such other time as reasonably requested by the Company or
Executive. If the independent registered public accounting firm determines that no Excise Tax is payable with respect to the Transaction
Payment, either before or after the application of the Reduced Amount, it shall furnish the Company and Executive with detailed
supporting calculations of its determinations that no Excise Tax will be imposed with respect to such Transaction Payment. Any good
faith determinations of the accounting firm made hereunder shall be final, binding and conclusive upon the Company and Executive.
ARTICLE V
PROPRIETARY INFORMATION OBLIGATIONS
5.1
Agreement. As a condition of this Agreement and Executive’s employment, Executive agrees to execute and abide by the
Company’s standard form of Proprietary Information and Inventions Agreement (“Proprietary Information and Inventions
Agreement”).
5.2
Remedies. Executive’s duties under the Proprietary Information and Inventions Agreement shall survive termination of
Executive’s employment with the Company and the termination of this Agreement. Executive acknowledges that a remedy at law for
any breach or threatened breach by Executive of the provisions of the Proprietary Information and Inventions Agreement would be
inadequate, and Executive therefore agrees that the Company shall be entitled to injunctive relief in case of any such breach or
threatened breach.
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ARTICLE VI
OUTSIDE ACTIVITIES
6.1
Other Activities. Except with the prior written consent of the Chief Executive Officer or EVP, Chief Business and Financial
Officer of the Company, Executive shall not during the term of this Agreement undertake or engage in any other employment,
occupation or business enterprise, other than ones in which Executive is a passive investor; provided that such passive investments will
not require services on the part Executive which would in any manner impair the performance of Executive’s duties under this
Agreement. Executive may engage in civic and not-for-profit activities so long as such activities do not materially interfere with the
performance of Executive’s duties hereunder.
6.2
Competition/Investments. During the term of Executive’s employment by the Company, except on behalf of the Company,
Executive shall not directly or indirectly, whether as an officer, director, stockholder, partner, proprietor, associate, representative,
consultant, or in any capacity whatsoever engage in, become financially interested in, be employed by or have any business connection
with any other person, corporation, firm, partnership or other entity whatsoever which were known by Executive to compete directly
with the Company’s products or product candidates, throughout the world. This provision shall not apply to passive stockholdings that
the Executive may have at any particular time so long as such stockholdings in any one company do not exceed 5% of the total number
of shares outstanding of such company.
ARTICLE VII
GENERAL PROVISIONS
7.1
Notices. Any notices provided hereunder must be in writing and shall be deemed effective upon the earlier of personal delivery
(including personal delivery by facsimile) or the third day after mailing by first class mail, to the Company at its primary office location
and to Executive at Executive’s address as listed on the Company payroll.
7.2 Severability. Whenever possible, each provision of this Agreement will be interpreted in such manner as to be effective and valid
under applicable law, but if any provision of this Agreement is held to be invalid, illegal or unenforceable in any respect under any
applicable law or rule in any jurisdiction, such invalidity, illegality or unenforceability will not affect any other provision or any other
jurisdiction, but this Agreement will be reformed, construed and enforced in such jurisdiction as if such invalid, illegal or unenforceable
provisions had never been contained herein.
7.3
Waiver. If either party should waive any breach of any provisions of this Agreement, they shall not thereby be deemed to have
waived any preceding or succeeding breach of the same or any other provision of this Agreement.
7.4 Complete Agreement. This Agreement and the documents and agreements referenced herein constitute the entire agreement
between Executive and the Company and is the complete, final, and exclusive embodiment of their agreement with regard to the subject
matter contained
9

herein and therein and supersede all prior agreements, promises, covenants, arrangements, communications, representations or
warranties, whether oral or written, by any officer, employee or representative of any party hereto, and any prior agreement of the
parties hereto in respect of the subject matter contained herein. This Agreement is entered into without reliance on any promise or
representation other than those expressly contained herein or therein, and cannot be modified or amended except in a writing signed by
an appropriate officer of the Company and Executive.
7.5 Counterparts. This Agreement may be executed in separate counterparts, any one of which need not contain signatures of more
than one party, but all of which taken together will constitute one and the same Agreement.
7.6
Headings. The headings of the sections hereof are inserted for convenience only and shall not be deemed to constitute a part
hereof nor to affect the meaning thereof.
7.7 Successors and Assigns. This Agreement is intended to bind and inure to the benefit of and be enforceable by Executive and the
Company, and their respective successors, assigns, heirs, executors and administrators, except that Executive may not assign any of
Executive’s duties hereunder and Executive may not assign any of Executive’s rights hereunder, without the written consent of the
Company, which shall not be withheld unreasonably.
7.8
Arbitration. Any dispute, claim or controversy of whatever nature arising out of or relating to this Agreement, Executive’s
employment with the Company, and/or the termination of Executive’s employment with the Company, including, without limitation,
any action or claim based on tort, contract or statute, or concerning the interpretation, performance, or execution of this Agreement
(including any determination of Cause or Constructive Termination hereunder) shall be resolved by confidential, final and binding
arbitration administered by Judicial Arbitration and Mediation Services, Inc. (“JAMS”), in San Diego, California, before a single
arbitrator, in accordance with JAMS’ then applicable arbitration rules. Executive acknowledges that by agreeing to this arbitration
procedure, Executive and the Company waive the right to resolve any such dispute, claim or demand through a trial by jury or
judge or by administrative proceeding. Executive will have the right to be represented by legal counsel at any arbitration proceeding.
The arbitrator shall: (a) have the authority to compel adequate discovery for the resolution of the dispute and to award such relief as
would otherwise be available under applicable law in a court proceeding; and (b) issue a written statement signed by the arbitrator
regarding the disposition of each claim and the relief, if any, awarded as to each claim, the reasons for the award, and the arbitrator’s
essential findings and conclusions on which the award is based. Company shall bear all JAMS fees for the arbitration. Nothing in this
Agreement shall prevent any of the parties from obtaining injunctive relief in court if necessary to prevent irreparable harm pending the
conclusion of any arbitration. Any awards or orders in such arbitrations may be entered and enforced as judgments in any court of
competent jurisdiction.
7.9
Attorneys’ Fees. If either party hereto brings any action to enforce rights hereunder, each party in any such action shall be
responsible for its own attorneys’ fees and costs incurred in connection with such action.
10

7.10 Choice of Law. All questions concerning the construction, validity and interpretation of this Agreement will be governed by the
law of the State of California without regard to the conflicts of law provisions thereof.
(Signature page follows)
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IN WITNESS WHEREOF, the parties have executed this Agreement on the day and year first above written.
OREXIGEN THERAPEUTICS, INC.
By: /s/ Michael Narachi
Michael Narachi
President and Chief Executive Officer
LEGAL
CH
Accepted and agreed:
/s/ Jason Keyes
JASON KEYES
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Exhibit 10.2
OREXIGEN THERAPEUTICS, INC.
AMENDMENT NO. 1 TO EMPLOYMENT AGREEMENT
FEBRUARY 2, 2016
This Amendment No. 1 is intended to modify the EMPLOYMENT A GREEMENT (the “Agreement”) dated February 3, 2015 by
and between OREXIGEN THERAPEUTICS, INC. (“Orexigen” or the “Company”) with its principal place of business located at 3344 N.
Torrey Pines Ct., Suite 200, La Jolla, CA 92037 and J ASON KEYES (“Executive”). All capitalized terms used herein and not otherwise
defined shall have the meanings assigned to such terms in the Agreement.
The parties hereto, intending to be legally bound, agree to amend the Agreement as follows (the “Amendment”):
1.

Article IV, Section 4.1 of the Agreement shall be amended and restated in its entirety as follows:
Term Limitation for Severance and Change in Control Benefits. The term for the Severance Benefits and
Change in Control Benefits provided for in this Article IV herein shall continue through March 31, 2019 (the
“Expiration Date”). If this Article IV is not amended or renewed by the Compensation Committee of the
Company’s Board prior to the Expiration Date, this Article IV (including Executive’s right to receive the
Severance Benefits and Change in Control Benefits contained herein), shall terminate automatically on such
Expiration Date; provided, however, that if this Article IV terminates pursuant to this Section 4.1, the remainder
of this Agreement will remain in full force and effect.

2.

Article IV, Section 4.2(b) of the Agreement shall be amended and restated in its entirety as follows:
(b)

Health Insurance.

(i) COBRA Premiums. Provided that Executive elects continued coverage under the Consolidated Omnibus
Budget Reconciliation Act of 1985, as amended (together with any state or local laws of similar effect,
“COBRA”) within the time period provided for under COBRA, the Company will pay the premiums necessary
to continue Executive’s group health insurance coverage in effect as of the Termination Date (including
coverage for Executive’s eligible dependents) (the “COBRA Premiums” ) for a maximum period of twelve
(12) months following the Termination Date (the “COBRA Premium Period”); provided, however, that no
premium payments will be made by the Company pursuant to this paragraph following the effective date of
Executive’s coverage by a health insurance plan of a subsequent employer or such other date on which
Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA coverage (including
cessation of non-core coverage, such as dental and vision coverage). Executive agrees that Executive shall
notify the Company in writing as soon as practical, but no later than 15 days after Executive receives coverage
under a health insurance plan of a subsequent employer.

(ii) Special Cash Payments in Lieu of COBRA Premiums. Notwithstanding the foregoing, if the Company
determines, in its sole discretion, that it cannot pay the COBRA Premiums without potentially incurring
financial costs or penalties under applicable law (including, without limitation, Section 2716 of the Public
Health Service Act), regardless of whether Executive or Executive’s eligible dependents elect or are eligible for
COBRA coverage, the Company instead shall pay to Executive, as soon as administratively practicable, but in
no case more than five (5) business days following, the later of (A) the effective date of the general release of
claims executed by Executive and (B) the date on which the Company so determines that it may no longer pay
the COBRA Premiums without incurring such financial costs or penalties, a fully taxable lump sum cash
payment equal to the applicable remaining unpaid COBRA Premiums for the COBRA Premium Period
(including the amount of COBRA Premiums for Executive’s eligible dependents), less required tax
withholdings and deductions (such amount, the “Special Cash Payment”). Executive may, but is not obligated
to, use such Special Cash Payment toward the cost of COBRA premiums.
3.

Article IV, Section 4.3(a) of the Agreement shall be amended and restated in its entirety as follows:
Cash Severance. The Company shall make a single lump sum severance payment to Executive in an amount
equal to Executive’s Base Annual Salary in effect as of the Termination Date plus an amount equal to
Executive’s Annual Bonus target in effect as of the Termination Date, less required tax withholdings and
deductions (the “Change in Control Payment”). The Change in Control Payment will be paid within sixty
(60) days after the Termination Date, but in no event later than March 15 of the year following the year of
termination.

4.

Article IV, Section 4.3(b) of the Agreement shall be amended and restated in its entirety as follows:
(b)

Health Insurance.

(i) CIC COBRA Premiums. Provided that Executive elects continued coverage under the COBRA within the
time period provided for under COBRA, the Company will pay the premiums necessary to continue
Executive’s group health insurance coverage in effect as of the Termination Date (including coverage for
Executive’s eligible dependents) (the “CIC COBRA Premiums” ) for a maximum period of eighteen
(18) months following the Termination Date (the “CIC COBRA Premium Period” ); provided, however, that
no premium payments will be made by the Company pursuant to this paragraph following the effective date of
Executive’s coverage by a health insurance plan of a subsequent employer or such other date on which
Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA coverage (including
cessation of non-core coverage, such as dental and vision coverage). Executive agrees that Executive shall
notify the Company in writing as soon as practical, but no later than 15 days after Executive receives coverage
under a health insurance plan of a subsequent employer.

(ii) Special Cash Payments in Lieu of CIC COBRA Premiums. Notwithstanding the foregoing, if the
Company determines, in its sole discretion, that it cannot pay the CIC COBRA Premiums without potentially
incurring financial costs or penalties under applicable law (including, without limitation, Section 2716 of the
Public Health Service Act), regardless of whether Executive or Executive’s eligible dependents elect or are
eligible for COBRA coverage, the Company instead shall pay to Executive, as soon as administratively
practicable, but in no case more than five (5) business days following, the later of (A) the effective date of the
general release of claims executed by Executive and (B) the date on which the Company so determines that it
may no longer pay the CIC COBRA Premiums without incurring such financial costs or penalties, a fully
taxable lump sum cash payment equal to the applicable remaining unpaid CIC COBRA Premiums for the CIC
COBRA Premium Period (including the amount of CIC COBRA Premiums for Executive’s eligible
dependents), less required tax withholdings and deductions (such amount, the “Special CIC Cash Payment”).
Executive may, but is not obligated to, use such Special CIC Cash Payment toward the cost of COBRA
premiums.
5.

Article IV, Section 4.3(c) of the Agreement shall be amended and restated in its entirety as follows:
Equity Acceleration. After taking into account any additional acceleration of vesting Executive may be
entitled to receive under any other plan or agreement, the Company shall cause all outstanding time-based
equity awards then held by Executive (including, without limitation, stock options, restricted stock awards or
similar awards, but excluding any restricted stock units that vest and/or are earned, in whole or in part, based
on the attainment of performance criteria (“Performance RSUs”)) to become fully vested and, if applicable,
exercisable with respect to all the shares subject thereto effective immediately prior to the Termination Date. In
all other respects, such time-based equity awards shall continue to be governed by the terms of the applicable
award agreements and equity incentive plan documents and any applicable agreements between the Company
and Executive. With respect to Executive’s Performance RSUs, such Performance RSUs shall continue to be
governed by the terms of the equity incentive plan documents and Executive’s Performance RSU Award
Agreements pursuant to which they were granted.

6.

The Agreement and this Amendment represent the complete and entire understanding between the parties regarding the subject
matter hereof and supersede all prior negotiations, representations or agreements, either written or oral, regarding this subject
matter. The Agreement and this Amendment cannot be modified or amended except in a writing signed by an appropriate
officer of the Company and Executive.

7.

This Amendment and the rights and obligations of the parties hereunder shall be governed by the laws of the State of
California, without regard to the conflicts of law provisions thereof.

8.

This Amendment may be executed in multiple counterparts, each of which shall be deemed an original, but both of which
together shall constitute one and the same instrument.

9.

Except for the matters set forth in this Amendment, all other terms of the Agreement shall remain unchanged and in full force
and effect.
[Signature Page to Follow]

IN WITNESS WHEREOF, the parties hereto have duly executed this Amendment as of the date set forth above.
OREXIGEN THERAPEUTICS, INC.
By: /s/ Michael A. Narachi
Name: Michael A. Narachi
Title: President and Chief Executive Officer
LEGAL
TR
Accepted and agreed:
/s/ Jason Keyes
Jason Keyes

Exhibit 10.3
OREXIGEN THERAPEUTICS, INC.
AMENDMENT NO. 2 TO EMPLOYMENT AGREEMENT
JUNE 16, 2016
Reference is made to the EMPLOYMENT A GREEMENT (the “Agreement”) dated March 30, 2015 by and between OREXIGEN
THERAPEUTICS, INC. (“Orexigen” or the “Company”) with its principal place of business located at 3344 N. Torrey Pines Ct., Suite
200, La Jolla, CA 92037 and THOMAS CANNELL (“Executive”), and AMENDMENT NO. 1 TO THE EMPLOYMENT A GREEMENT dated
February 2, 2016 (the “First Amendment”). All capitalized terms used herein and not otherwise defined shall have the meanings
assigned to such terms in the Agreement.
WHEREAS, the parties desire to supersede and replace in full the First Amendment, and to amend certain terms of the
Agreement in accordance with the terms hereof (this “Second Amendment”).
NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged by the
parties, the parties hereto, intending to be legally bound, agree to amend the Agreement as follows:
1.

Article I, Section 1.6(a) of the Agreement shall be amended and restated in its entirety as follows:
“Constructive Termination” means Executive’s resignation from all positions Executive then holds with the
Company because of:
(a)
a material reduction in the level of responsibility associated with Executive’s employment with
the Company or any surviving entity (other than a change in job title or officer title) as compared to
Executive’s level of responsibility just prior to the reduction (including a requirement that Executive report to a
corporate officer (other than the Chief Executive Officer) instead of reporting directly to the Chief Executive
Officer, the Board or the board of directors (or equivalent governing body) of the acquiring entity; provided,
however, that a merger or acquisition of the Company and subsequent conversion of the Company to a
division or unit of the acquiring corporation will not by itself result in a material reduction in Executive’s level
of responsibility;

2.

Article II, Section 2.1 of the Agreement shall be amended and restated in its entirety as follows:
Position and Duties. Subject to terms set forth herein, the Company agrees to employ Executive on a full time
basis in the position of Chief Operating Officer and President, Global Commercial Products and Executive
hereby accepts such employment. Executive shall perform such duties as are customarily associated with the
position of Chief Operating Officer and President, Global Commercial Products, and such other duties as are
assigned to Executive by the Chief Executive Officer of the Company. Subject to the terms of this Agreement,
the Company may change Executive’s duties, responsibilities, title, and reporting relationship at its discretion.
During the term of Executive’s employment with the Company, Executive will devote Executive’s best efforts
(except for vacation periods and reasonable periods of illness or other incapacities permitted by the Company’s
general employment policies or as otherwise set forth in this Agreement) to the business of the Company.

3.

Article III, Section 3.1 of the Agreement shall be amended and restated in its entirety as follows:
Base Salary. Executive shall receive for services to be rendered hereunder an annual base salary of $460,000
(“Base Annual Salary”), less required deductions and withholdings, payable on the regular payroll dates of the
Company.

4.

Article III, Section 3.2 of the Agreement shall be amended and restated in its entirety as follows:
Annual Bonus. In addition to the Base Annual Salary, during each calendar year Executive will be eligible for
an annual performance bonus, equal to up to 60% of the Base Annual Salary, and which is based in part upon
the achievement of Executive’s performance goals and objectives (“Annual Bonus”). The Compensation
Committee of the Company’s Board shall determine in its sole discretion whether any such Annual Bonus has
been earned and, if so, the amount of any such bonus. Executive must be an employee in good standing at the
time the Compensation Committee decides to award the Annual Bonus and, if Executive leaves the Company
at any time and for any reason prior to such date, Executive will not be eligible to receive such a bonus or any
pro-rata portion of such bonus. If awarded, such Annual Bonus shall be evaluated and paid no later than
December 31 of the calendar year following the calendar year to which such Annual Bonus relates.

5.

Article IV, Section 4.1 of the Agreement shall be amended and restated in its entirety as follows:
Term Limitation for Severance and Change in Control Benefits. The term for the Severance Benefits and
Change in Control Benefits provided for in this Article IV herein shall continue through March 31, 2019 (the
“Expiration Date”). If this Article IV is not amended or renewed by the Compensation Committee of the
Company’s Board prior to the Expiration Date, this Article IV (including Executive’s right to receive the
Severance Benefits and Change in Control Benefits contained herein), shall terminate automatically on such
Expiration Date; provided, however, that if this Article IV terminates pursuant to this Section 4.1, the remainder
of this Agreement will remain in full force and effect.

6.

Article IV, Section 4.2(b) of the Agreement shall be amended and restated in its entirety as follows:
(b)

Health Insurance.

(i) COBRA Premiums. Provided that Executive elects continued coverage under the Consolidated Omnibus
Budget Reconciliation Act of 1985, as amended (together with any state or local laws of similar effect,
“COBRA”) within the time period provided for under COBRA, the Company will pay the premiums necessary
to continue Executive’s group health insurance coverage in effect as of the Termination Date (including
coverage for Executive’s eligible dependents) (the “COBRA Premiums”) for a maximum period of twelve
(12) months following the Termination Date (the “COBRA Premium Period”); provided, however, that no
premium payments will be made by the Company pursuant to this paragraph following the effective date of
Executive’s coverage by a health insurance plan of a subsequent employer or such other date on which
Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA coverage (including
cessation of non-core coverage, such as dental and vision coverage). Executive agrees that Executive shall
notify the Company in writing as soon as practical, but no later than 15 days after Executive receives coverage
under a health insurance plan of a subsequent employer.
(ii) Special Cash Payments in Lieu of COBRA Premiums. Notwithstanding the foregoing, if the Company
determines, in its sole discretion, that it cannot pay the COBRA Premiums without potentially incurring
financial costs or penalties under applicable law (including, without limitation, Section 2716 of the Public
Health Service Act), regardless of whether Executive or Executive’s eligible dependents elect or are eligible for
COBRA coverage, the Company instead shall pay to Executive, as soon as administratively practicable, but in
no case more than five (5) business days following, the later of (A) the effective date of the general release of
claims executed by Executive and (B) the date on which the Company so determines that it may no longer pay
the COBRA Premiums without incurring such financial costs or penalties, a fully taxable lump sum cash
payment equal to the applicable remaining unpaid COBRA Premiums for the COBRA Premium Period
(including the amount of COBRA Premiums for Executive’s eligible dependents), less required tax
withholdings and deductions (such amount, the “Special Cash Payment”). Executive may, but is not obligated
to, use such Special Cash Payment toward the cost of COBRA premiums.
7.

Article IV, Section 4.3(a) of the Agreement shall be amended and restated in its entirety as follows:
Cash Severance. The Company shall make a single lump sum severance payment to Executive in an amount
equal to Executive’s Base Annual Salary in effect as of the Termination Date plus an amount equal to
Executive’s Annual Bonus target in effect as of the Termination Date, multiplied by 1.5, less required tax
withholdings and deductions (the “Change in Control Payment”). The Change in Control Payment will be
paid within sixty (60) days after the Termination Date, but in no event later than March 15 of the year
following the year of termination.

8.

Article IV, Section 4.3(b) of the Agreement shall be amended and restated in its entirety as follows:
(b)

Health Insurance.

(i)
CIC COBRA Premiums. Provided that Executive elects continued coverage under the COBRA within
the time period provided for under COBRA, the Company will pay the premiums necessary to continue
Executive’s group health insurance coverage in effect as of the Termination Date (including coverage for
Executive’s eligible dependents) (the “CIC COBRA Premiums”) for a maximum period of eighteen
(18) months following the Termination Date (the “CIC COBRA Premium Period”); provided, however, that
no premium payments will be made by the Company pursuant to this paragraph following the effective date of
Executive’s coverage by a health insurance plan of a subsequent employer or such other date on which
Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA coverage (including
cessation of non-core coverage, such as dental and vision coverage). Executive agrees that Executive shall
notify the Company in writing as soon as practical, but no later than 15 days after Executive receives coverage
under a health insurance plan of a subsequent employer.
(ii)
Special Cash Payments in Lieu of CIC COBRA Premiums. Notwithstanding the foregoing, if the
Company determines, in its sole discretion, that it cannot pay the CIC COBRA Premiums without potentially
incurring financial costs or penalties under applicable law (including, without limitation, Section 2716 of the
Public Health Service Act), regardless of whether Executive or Executive’s eligible dependents elect or are
eligible for COBRA coverage, the Company instead shall pay to Executive, as soon as administratively
practicable, but in no case more than five (5) business days following, the later of (A) the effective date of the
general release of claims executed by Executive and (B) the date on which the Company so determines that it
may no longer pay the CIC COBRA Premiums without incurring such financial costs or penalties, a fully
taxable lump sum cash payment equal to the applicable remaining unpaid CIC COBRA Premiums for the CIC
COBRA Premium Period (including the amount of CIC COBRA Premiums for Executive’s eligible
dependents), less required tax withholdings and deductions (such amount, the “Special CIC Cash
Payment”). Executive may, but is not obligated to, use such Special CIC Cash Payment toward the cost of
COBRA premiums.
9.

Article IV, Section 4.3(c) of the Agreement shall be amended and restated in its entirety as follows:
Equity Acceleration. After taking into account any additional acceleration of vesting Executive may be
entitled to receive under any other plan or agreement, the Company shall cause all outstanding time-based
equity awards then held by Executive (including, without limitation, stock options, restricted stock awards or
similar awards, but excluding any restricted stock units that vest and/or are earned, in whole or in part, based
on the attainment of performance criteria (“Performance RSUs”)) to become fully vested and, if applicable,
exercisable with respect to all the shares subject thereto effective immediately prior to the

Termination Date. In all other respects, such time-based equity awards shall continue to be governed by the
terms of the applicable award agreements and equity incentive plan documents and any applicable agreements
between the Company and Executive. With respect to Executive’s Performance RSUs, such Performance RSUs
shall continue to be governed by the terms of the equity incentive plan documents and Executive’s
Performance RSU Award Agreements pursuant to which they were granted.
10.

This Second Amendment supersedes and replaces in full the First Amendment. This Second Amendment, along with the
Agreement, represents the complete and entire understanding between the parties regarding the subject matter hereof and
supersedes all prior negotiations, representations or agreements, either written or oral, regarding this subject matter. The
Agreement and this Second Amendment cannot be modified or amended except in a writing signed by an appropriate officer of
the Company and Executive.

11.

This Second Amendment and the rights and obligations of the parties hereunder shall be governed by the laws of the State of
California, without regard to the conflicts of law provisions thereof.

12.

This Second Amendment may be executed in multiple counterparts, each of which shall be deemed an original, but both of
which together shall constitute one and the same instrument.

13.

Except for the matters set forth in this Second Amendment, all other terms of the Agreement shall remain unchanged and in full
force and effect.
[Signature Page to Follow]

IN WITNESS WHEREOF, the parties hereto have duly executed this Second Amendment as of the date set forth above.
OREXIGEN THERAPEUTICS, INC.

By:
/s/ Michael A. Narachi
Name: Michael A. Narachi
Title: President and Chief Executive Officer

Accepted and agreed:

/s/ Thomas Cannell
Thomas Cannell

Exhibit 10.4
OREXIGEN THERAPEUTICS, INC.
AMENDMENT NO. 2 TO EMPLOYMENT AGREEMENT
JUNE 16, 2016
Reference is made to the EMPLOYMENT A GREEMENT (the “Agreement”) dated February 3, 2015 by and between OREXIGEN
THERAPEUTICS, INC. (“Orexigen” or the “Company”) with its principal place of business located at 3344 N. Torrey Pines Ct., Suite
200, La Jolla, CA 92037 and J ASON KEYES (“Executive”), and AMENDMENT NO. 1 TO THE EMPLOYMENT A GREEMENT dated
February 2, 2016 (the “First Amendment”). All capitalized terms used herein and not otherwise defined shall have the meanings
assigned to such terms in the Agreement.
WHEREAS, the parties desire to supersede and replace in full the First Amendment, and to amend certain terms of the
Agreement in accordance with the terms hereof (this “Second Amendment”).
NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged by the
parties, the parties hereto, intending to be legally bound, agree to amend the Agreement as follows:
1.

Article II, Section 2.1 of the Agreement shall be amended and restated in its entirety as follows:
Position and Duties. Subject to terms set forth herein, the Company agrees to employ Executive on a full time
basis in the position of Senior Vice President and Chief Financial Officer and Executive hereby accepts such
employment. Executive shall perform such duties as are customarily associated with the position of Senior Vice
President and Chief Financial Officer, and such other duties as are assigned to Executive by the Chief
Executive Officer of the Company. Subject to the terms of this Agreement, the Company may change
Executive’s duties, responsibilities, title, and reporting relationship at its discretion. During the term of
Executive’s employment with the Company, Executive will devote Executive’s best efforts (except for vacation
periods and reasonable periods of illness or other incapacities permitted by the Company’s general
employment policies or as otherwise set forth in this Agreement) to the business of the Company.

2.

Article III, Section 3.1 of the Agreement shall be amended and restated in its entirety as follows:
Base Salary. Executive shall receive for services to be rendered hereunder an annual base salary of $300,000
(“Base Annual Salary”), less required deductions and withholdings, payable on the regular payroll dates of the
Company.

3.

Article IV, Section 4.1 of the Agreement shall be amended and restated in its entirety as follows:
Term Limitation for Severance and Change in Control Benefits. The term for the Severance Benefits and
Change in Control Benefits provided for in this Article IV herein shall continue through March 31, 2019 (the
“Expiration Date”). If this Article IV is not amended or renewed by the Compensation Committee of the
Company’s Board prior to the Expiration Date, this Article IV (including Executive’s right to receive the
Severance Benefits and Change in Control Benefits contained herein), shall terminate automatically on such
Expiration Date; provided, however, that if this Article IV terminates pursuant to this Section 4.1, the remainder
of this Agreement will remain in full force and effect.

4.

Article IV, Section 4.2(b) of the Agreement shall be amended and restated in its entirety as follows:
(b)

Health Insurance.

(i) COBRA Premiums. Provided that Executive elects continued coverage under the Consolidated Omnibus
Budget Reconciliation Act of 1985, as amended (together with any state or local laws of similar effect,
“COBRA”) within the time period provided for under COBRA, the Company will pay the premiums necessary
to continue Executive’s group health insurance coverage in effect as of the Termination Date (including
coverage for Executive’s eligible dependents) (the “COBRA Premiums”) for a maximum period of twelve
(12) months following the Termination Date (the “COBRA Premium Period”); provided, however, that no
premium payments will be made by the Company pursuant to this paragraph following the effective date of
Executive’s coverage by a health insurance plan of a subsequent employer or such other date on which
Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA coverage (including
cessation of non-core coverage, such as dental and vision coverage). Executive agrees that Executive shall
notify the Company in writing as soon as practical, but no later than 15 days after Executive receives coverage
under a health insurance plan of a subsequent employer.
(ii) Special Cash Payments in Lieu of COBRA Premiums. Notwithstanding the foregoing, if the Company
determines, in its sole discretion, that it cannot pay the COBRA Premiums without potentially incurring
financial costs or penalties under applicable law (including, without limitation, Section 2716 of the Public
Health Service Act), regardless of whether Executive or Executive’s eligible dependents elect or are eligible for
COBRA coverage, the Company instead shall pay to Executive, as soon as administratively practicable, but in
no case more than five (5) business days following, the later of (A) the effective date of the general release of
claims executed by Executive and (B) the date on which the Company so determines that it may no longer pay
the COBRA Premiums without incurring such financial costs or penalties, a fully taxable lump sum cash
payment equal to the applicable remaining unpaid COBRA Premiums for the COBRA Premium Period
(including the amount of COBRA Premiums for Executive’s eligible dependents), less required tax
withholdings and deductions (such amount, the “Special Cash Payment”). Executive may, but is not obligated
to, use such Special Cash Payment toward the cost of COBRA premiums.

5.

Article IV, Section 4.3(a) of the Agreement shall be amended and restated in its entirety as follows:
Cash Severance. The Company shall make a single lump sum severance payment to Executive in an amount
equal to Executive’s Base Annual Salary in effect as of the Termination Date plus an amount equal to
Executive’s Annual Bonus target in effect as of the Termination Date , less required tax withholdings and
deductions (the “Change in Control Payment”). The Change in Control Payment will be paid within sixty
(60) days after the Termination Date, but in no event later than March 15 of the year following the year of
termination.

6.

Article IV, Section 4.3(b) of the Agreement shall be amended and restated in its entirety as follows:
(b)

Health Insurance.

(i)
CIC COBRA Premiums. Provided that Executive elects continued coverage under the COBRA within
the time period provided for under COBRA, the Company will pay the premiums necessary to continue
Executive’s group health insurance coverage in effect as of the Termination Date (including coverage for
Executive’s eligible dependents) (the “CIC COBRA Premiums”) for a maximum period of eighteen
(18) months following the Termination Date (the “CIC COBRA Premium Period”); provided, however, that
no premium payments will be made by the Company pursuant to this paragraph following the effective date of
Executive’s coverage by a health insurance plan of a subsequent employer or such other date on which
Executive (and Executive’s dependents, as applicable) ceases to be eligible for COBRA coverage (including
cessation of non-core coverage, such as dental and vision coverage). Executive agrees that Executive shall
notify the Company in writing as soon as practical, but no later than 15 days after Executive receives coverage
under a health insurance plan of a subsequent employer.
(ii)
Special Cash Payments in Lieu of CIC COBRA Premiums. Notwithstanding the foregoing, if the
Company determines, in its sole discretion, that it cannot pay the CIC COBRA Premiums without potentially
incurring financial costs or penalties under applicable law (including, without limitation, Section 2716 of the
Public Health Service Act), regardless of whether Executive or Executive’s eligible dependents elect or are
eligible for COBRA coverage, the Company instead shall pay to Executive, as soon as administratively
practicable, but in no case more than five (5) business days following, the later of (A) the effective date of the
general release of claims executed by Executive and (B) the date on which the Company so determines that it
may no longer pay the CIC COBRA Premiums without incurring such financial costs or penalties, a fully
taxable lump sum cash payment equal to the applicable remaining unpaid CIC COBRA Premiums for the CIC
COBRA Premium Period (including the amount of CIC COBRA Premiums for Executive’s eligible
dependents), less required tax withholdings and deductions (such amount, the “Special CIC Cash
Payment”). Executive may, but is not obligated to, use such Special CIC Cash Payment toward the cost of
COBRA premiums.

7.

Article IV, Section 4.3(c) of the Agreement shall be amended and restated in its entirety as follows:
Equity Acceleration. After taking into account any additional acceleration of vesting Executive may be
entitled to receive under any other plan or agreement, the Company shall cause all outstanding time-based
equity awards then held by Executive (including, without limitation, stock options, restricted stock awards or
similar awards, but excluding any restricted stock units that vest and/or are earned, in whole or in part, based
on the attainment of performance criteria (“Performance RSUs”)) to become fully vested and, if applicable,
exercisable with respect to all the shares subject thereto effective immediately prior to the Termination Date. In
all other respects, such time-based equity awards shall continue to be governed by the terms of the applicable
award agreements and equity incentive plan documents and any applicable agreements between the Company
and Executive. With respect to Executive’s Performance RSUs, such Performance RSUs shall continue to be
governed by the terms of the equity incentive plan documents and Executive’s Performance RSU Award
Agreements pursuant to which they were granted.

8.

This Second Amendment supersedes and replaces in full the First Amendment. This Second Amendment, along with the
Agreement, represents the complete and entire understanding between the parties regarding the subject matter hereof and
supersedes all prior negotiations, representations or agreements, either written or oral, regarding this subject matter. The
Agreement and this Second Amendment cannot be modified or amended except in a writing signed by an appropriate officer of
the Company and Executive.

9.

This Second Amendment and the rights and obligations of the parties hereunder shall be governed by the laws of the State of
California, without regard to the conflicts of law provisions thereof.

10.

This Second Amendment may be executed in multiple counterparts, each of which shall be deemed an original, but both of
which together shall constitute one and the same instrument.

11.

Except for the matters set forth in this Second Amendment, all other terms of the Agreement shall remain unchanged and in full
force and effect.
[Signature Page to Follow]

IN WITNESS WHEREOF, the parties hereto have duly executed this Second Amendment as of the date set forth above.
OREXIGEN THERAPEUTICS, INC.

By: /s/ Michael A. Narachi
Name: Michael A. Narachi
Title: President and Chief Executive Officer

Accepted and agreed:

/s/ Jason Keyes
Jason Keyes

Exhibit 10.5
OREXIGEN THERAPEUTICS, INC.
AMENDED AND RESTATED 2007 EQUITY INCENTIVE AWARD PLAN
ARTICLE 1
PURPOSE
The purpose of the Orexigen Therapeutics, Inc. 2007 Equity Incentive Award Plan, as amended and restated herein (the “Plan”) is to promote the
success and enhance the value of Orexigen Therapeutics, Inc. (the “Company”) by linking the personal interests of the members of the Board, Employees, and
Consultants to those of Company stockholders and by providing such individuals with an incentive for outstanding performance to generate superior returns
to Company stockholders. The Plan is further intended to provide flexibility to the Company in its ability to motivate, attract, and retain the services of
members of the Board, Employees, and Consultants upon whose judgment, interest, and special effort the successful conduct of the Company’s operation is
largely dependent. This Plan amends and restates in its entirety the Orexigen, Inc. 2007 Equity Incentive Award Plan adopted by the Board on April 24, 2007
and shall become effective upon approval of the Company’s stockholders.
ARTICLE 2
DEFINITIONS AND CONSTRUCTION
Wherever the following terms are used in the Plan they shall have the meanings specified below, unless the context clearly indicates otherwise. The
singular pronoun shall include the plural where the context so indicates.
2.1 “Award” means an Option, a Restricted Stock award, a Stock Appreciation Right award, a Performance Share award, a Performance Stock Unit
award, a Dividend Equivalents award, a Stock Payment award, a Deferred Stock award, a Restricted Stock Unit award, an Other Stock-Based Award, a
Performance Bonus Award, or a Performance-Based Award granted to a Participant pursuant to the Plan.
2.2 “Award Agreement” means any written agreement, contract, or other instrument or document evidencing an Award, including through an electronic
medium.
2.3 “Board” means the Board of Directors of the Company.
2.4 “Cause” means the occurrence of any of the following events:
(a) a Participant’s conviction of or plea of guilty or nolo contendere to any felony or a crime of moral turpitude;
(b) a Participant’s continued failure or refusal to follow lawful and reasonable instructions of such Participant’s supervisor or the Board or lawful
and reasonable policies and regulations of the Company or its affiliates;
(c) a Participant’s continued failure to faithfully and diligently perform the assigned duties of his or her employment with the Company or its
affiliates;
(d) unprofessional, unethical, immoral or fraudulent conduct by a Participant;
(e) conduct by a Participant that materially discredits the Company or any affiliate or is materially detrimental to the reputation, character and
standing of the Company or any affiliate; or
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(f) a Participant’s material breach of his or her Employment Agreement, Proprietary Information and Inventions Agreement, the Company’s Code
of Conduct and/or Insider Trading Policy, each as applicable, or any other contractual, fiduciary, or statutory duty owed to the Company.
An event described in Section 2.4(b) through (f) shall not be treated as “Cause” until after a Participant has been given written notice of such event, failure,
conduct or breach and such Participant fails to cure such event, failure, conduct or breach within 30 days from such written notice; provided, however, that
such 30-day cure period shall not be required if the event, failure, conduct or breach is incapable of being cured. Failure of the Company to meet financial or
performance targets or goals shall not be deemed to be a breach pursuant to Section 2.4 (b) or (c).
2.5 “Change in Control” means and includes each of the following:
(a) A transaction or series of transactions (other than an offering of Stock to the general public through a registration statement filed with the
Securities and Exchange Commission) whereby any “person” or related “group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2) of the
Exchange Act) (other than the Company, any of its subsidiaries, an employee benefit plan maintained by the Company or any of its subsidiaries or a “person”
that, prior to such transaction, directly or indirectly controls, is controlled by, or is under common control with, the Company) directly or indirectly acquires
beneficial ownership (within the meaning of Rule 13d-3 under the Exchange Act) of securities of the Company possessing more than 50% of the total
combined voting power of the Company’s securities outstanding immediately after such acquisition; or
(b) During any period of two consecutive years, individuals who, at the beginning of such period, constitute the Board together with any new
director(s) (other than a director designated by a person who shall have entered into an agreement with the Company to effect a transaction described in
Section 2.4(a) or Section 2.4(c)) whose election by the Board or nomination for election by the Company’s stockholders was approved by a vote of at least
two-thirds of the directors then still in office who either were directors at the beginning of the two year period or whose election or nomination for election
was previously so approved, cease for any reason to constitute a majority thereof;
(c) The consummation by the Company (whether directly involving the Company or indirectly involving the Company through one or more
intermediaries) of (x) a merger, consolidation, reorganization, or business combination or (y) a sale or other disposition of all or substantially all of the
Company’s assets or (z) the acquisition of assets or stock of another entity, in each case other than a transaction:
(i) Which results in the Company’s voting securities outstanding immediately before the transaction continuing to represent (either by
remaining outstanding or by being converted into voting securities of the Company or the person that, as a result of the transaction, controls, directly or
indirectly, the Company or owns, directly or indirectly, all or substantially all of the Company’s assets or otherwise succeeds to the business of the Company
(the Company or such person, the “Successor Entity”)) directly or indirectly, at least a majority of the combined voting power of the Successor Entity’s
outstanding voting securities immediately after the transaction, and
(ii) After which no person or group beneficially owns voting securities representing 50% or more of the combined voting power of the
Successor Entity; provided, however, that no person or group shall be treated for purposes of this Section 2.4(c)(ii) as beneficially owning 50% or more of
combined voting power of the Successor Entity solely as a result of the voting power held in the Company prior to the consummation of the transaction; or
(d) The Company’s stockholders approve a liquidation or dissolution of the Company.
The Committee shall have full and final authority, which shall be exercised in its discretion, to determine conclusively whether a Change in
Control of the Company has occurred pursuant to the above definition, and the date of the occurrence of such Change in Control and any incidental matters
relating thereto.
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2.6 “Code” means the Internal Revenue Code of 1986, as amended.
2.7 “Committee” means the committee of the Board described in Article 13.
2.8 “Consultant” means any consultant or adviser if:
(a) the consultant or adviser renders bona fide services to the Company or any Parent or Subsidiary;
(b) the services rendered by the consultant or adviser are not in connection with the offer or sale of securities in a capital-raising transaction and
do not directly or indirectly promote or maintain a market for the Company’s securities; and
(c) the consultant or adviser is a natural person.
2.9 “Continuous Service” means that the Participant’s service with the Company or a Subsidiary, whether as an Employee, Director or Consultant, is
not interrupted or terminated. The Participant’s Continuous Service shall not be deemed to have terminated merely because of a change in the capacity in
which the Participant renders service to the Company or a Subsidiary as an Employee, Consultant or Director or a change in the entity for which the
Participant renders such service, provided that there is no interruption or termination of the Participant’s Continuous Service. For example, a change in status
from an Employee of the Company to a Consultant of a Subsidiary or a Director will not constitute an interruption of Continuous Service. The Board or the
chief executive officer of the Company (or Board of Directors or the chief executive officer of any successor thereto), in that party’s sole discretion, may
determine whether Continuous Service shall be considered interrupted in the case of any leave of absence approved by that party, including sick leave,
military leave or any other personal leave.
2.10 “Covered Employee” means an Employee who is, or could be, a “covered employee” within the meaning of Section 162(m) of the Code.
2.11 “Deferred Stock” means a right to receive a specified number of shares of Stock during specified time periods pursuant to Section 8.5.
2.12 “Director” means a member of the Board, or, as applicable, a member of the board of directors of a Subsidiary.
2.13 “Disability” means “disability,” as such term is defined in Section 22(e)(3) of the Code.
2.14 “Dividend Equivalents” means a right granted to a Participant pursuant to Section 8.3 to receive the equivalent value (in cash or Stock) of
dividends paid on Stock.
2.15 “Eligible Individual” means any person who is an Employee, a Consultant or a member of the Board, as determined by the Committee.
2.16 “Employee” means any officer or other employee (as defined in accordance with Section 3401(c) of the Code) of the Company or of any Parent or
Subsidiary.
2.17 “Equity Restructuring” shall mean a non-reciprocal transaction between the Company and its stockholders, such as a stock dividend, stock split,
spin-off, rights offering or recapitalization through a large, nonrecurring cash dividend, that affects the number or kind shares of Stock (or other securities of
the Company) or the share price of Stock (or other securities) and causes a change in the per share value of the Stock underlying outstanding Awards.
2.18 “Exchange Act” means the Securities Exchange Act of 1934, as amended.
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2.19 “Fair Market Value” means, as of any given date,
(a) if Stock is traded on an exchange, the closing price (or the closing bid, if no sales were reported) of a share of Stock as reported in the Wall
Street Journal (or such other source the Committee deems reliable) for such date, or if no bids or sales were reported for such date, then the closing price (or
the closing bid, if no sales were reported) on the trading date immediately prior to such date during which a bid or sale occurred;
(b) if Stock is not traded on an exchange but is quoted on a quotation system, the mean between the closing representative bid and asked prices
for the Stock on such date, or if no closing representative bid and asked prices were reported for such date, the date immediately prior to such date during
which closing representative bid and asked prices were quoted for the Stock, in each case, as reported in the Wall Street Journal or such other source the
Committee deems reliable; or
(c) if Stock is not publicly traded, the fair market value established by the Committee acting in good faith.
2.20 “Incentive Stock Option” means an Option that is intended to meet the requirements of Section 422 of the Code or any successor provision
thereto.
2.21 “Inducement Award” means an Award granted pursuant to Section 3.4 of the Plan.
2.22 “Independent Director” means a Director of the Company who is not an Employee of the Company or of any Parent or Subsidiary.
2.23 “Non-Employee Director” means a Director of the Company who qualifies as a “Non-Employee Director” as defined in Rule 16b-3(b)(3) of the
Exchange Act, or any successor rule.
2.24 “Non-Qualified Stock Option” means an Option that is not intended to be an Incentive Stock Option.
2.25 “Option” means a right granted to a Participant pursuant to Article 5 of the Plan to purchase a specified number of shares of Stock at a specified
price during specified time periods. An Option may be either an Incentive Stock Option or a Non-Qualified Stock Option.
2.26 “Other Stock-Based Award” means an Award granted or denominated in Stock or units of Stock pursuant to Section 8.7 of the Plan.
2.27 “Parent” means any “parent corporation,” as defined in Section 424(e) of the Code and any applicable regulations promulgated thereunder, of the
Company or any other entity which beneficially owns, directly or indirectly, a majority of the outstanding voting stock or voting power of the Company.
2.28 “Participant” means any Eligible Individual who, as a member of the Board, Consultant or Employee, has been granted an Award pursuant to the
Plan.
2.29 “Performance-Based Award” means an Award granted to selected Covered Employees pursuant to Articles 6 and 8, but which is subject to the
terms and conditions set forth in Article 9. All Performance-Based Awards are intended to qualify as Qualified Performance-Based Compensation.
2.30 “Performance Bonus Award” has the meaning set forth in Section 8.8.
2.31 “Performance Criteria” means the criteria that the Committee selects for purposes of establishing the Performance Goal or Performance Goals for a
Participant for a Performance Period. The Performance Criteria that will be used to establish Performance Goals shall be based on the attainment of specified
levels of one or any combination of the following:
• sales (including same store or comparable sales);
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• net sales;
• return on sales;
• revenue, net revenue, product revenue or system-wide revenue (including growth of such revenue measures);
• operating income (before or after taxes);
• pre- or after-tax income or loss (before or after allocation of corporate overhead and bonus);
• earnings or loss per share;
• net income or loss (before or after taxes);
• return on equity;
• total stockholder return;
• return on assets or net assets;
• appreciation in and/or maintenance of the price of the Shares or any other publicly-traded securities of the Company;
• market share;
• gross profits;
• gross or net profit margin;
• gross profit growth;
• net operating profit (before or after taxes);
• operating earnings;
• earnings or losses or net earnings or losses (including earnings or losses before taxes, before interest and taxes, or before interest, taxes, depreciation
and amortization);
• economic value-added models or equivalent metrics;
• comparisons with various stock market indices;
• reductions in costs;
• cash flow (including operating cash flow and free cash flow) or cash flow per share (before or after dividends);
• return on capital (including return on total capital or return on invested capital);
• cash flow return on investment;
• cash flow return on capital;
• improvement in or attainment of expense levels or working capital levels, including cash, inventory and accounts receivable;
• general and administrative expense savings;
• inventory control;
• operating margin;
• gross margin;
• year-end cash;
• cash margin;
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• debt reduction;
• stockholders equity;
• operating efficiencies;
• cost reductions or savings;
• customer satisfaction;
• customer growth;
• employee satisfaction;
• productivity or productivity ratios;
• regulatory achievements (including submitting or filing applications or other documents with regulatory authorities or receiving approval of any
such applications or other documents and passing pre-approval inspections (whether of the Company or the Company’s third-party manufacturer)
and validation of manufacturing processes (whether the Company’s or the Company’s third-party manufacturer’s));
• clinical achievements (including initiating clinical studies; initiating enrollment, completing enrollment or enrolling particular numbers of subjects
in clinical studies; completing phases of a clinical study (including the treatment phase); or announcing or presenting preliminary or final data from
clinical studies; in each case, whether on particular timelines or generally);
• strategic partnerships or transactions (including in-licensing and out-licensing of intellectual property;
• establishing relationships with commercial entities with respect to the marketing, distribution and sale of the Company’s products (including with
group purchasing organizations, distributors and other vendors);
• supply chain achievements (including establishing relationships with manufacturers or suppliers of component materials and manufacturers of the
Company’s products);
• co-development, co-marketing, profit sharing, joint venture or other similar arrangements);
• financial ratios, including those measuring liquidity, activity, profitability or leverage;
• cost of capital or assets under management;
• financing and other capital raising transactions (including sales of the Company’s equity or debt securities);
• debt level year-end cash position; book value;
• factoring transactions;
• competitive market metrics;
• timely completion of new product roll-outs;
• timely launch of new facilities (such as new store openings, gross or net);
• sales or licenses of the Company’s assets, including its intellectual property, whether in a particular jurisdiction or territory or globally (or through
partnering transactions);
• royalty rates or royalty income;
• reported prescriptions over a period;
• implementation, completion or attainment of measurable objectives with respect to research, development, manufacturing, commercialization,
products or projects, production volume levels, acquisitions and divestitures, succession and hiring projects, reorganization and other corporate
transactions, expansions of specific business operations and meeting divisional or project budgets;
• and recruiting and maintaining personnel, any of which may be measured either in absolute terms or as compared to any incremental increase or as
compared to results of other companies or a peer group. Any
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Performance Goals that are financial metrics, may be determined in accordance with U.S. Generally Accepted Accounting Principles (“GAAP”), in
accordance with accounting principles established by the International Accounting Standards Board (“IASB Principles”), or may be adjusted when
established to include or exclude any items otherwise includable or excludable under GAAP or under IASB Principles. To the extent an Award is
intended to be Qualified Performance-Based Compensation, the Committee shall, within the time prescribed by Section 162(m) of the Code, define
in an objective fashion the manner of calculating the Performance Criteria it selects to use for such Performance Period for such Participant.
2.32 “Performance Goals” means, for a Performance Period, the goals established in writing by the Committee for the Performance Period based upon
the Performance Criteria. Depending on the Performance Criteria used to establish such Performance Goals, the Performance Goals may be expressed in terms
of overall Company performance or the performance of a division, business unit, Subsidiary, or an individual. To the extent an Award is intended to be
Qualified Performance-Based Compensation, the Committee, in its discretion, may, within the time prescribed by Section 162(m) of the Code, provide for
exclusion of the impact of an event or occurrence which the Committee determines should appropriately be excluded, including without limitation (a) in the
event of, or in anticipation of, any unusual or extraordinary corporate item, transaction, event, or development, or (b) in recognition of, or in anticipation of,
any other unusual or nonrecurring events affecting the Company, or the financial statements of the Company, or in response to, or in anticipation of, changes
in applicable laws, regulations, accounting principles, or business conditions.
2.33 “Performance Period” means the one or more periods of time, which may be of varying and overlapping durations, as the Committee may select,
over which the attainment of one or more Performance Goals will be measured for the purpose of determining a Participant’s right to, and the payment of, a
Performance-Based Award.
2.34 “Performance Share” means a right granted to a Participant pursuant to Section 8.1, to receive Stock, the payment of which is contingent upon
achieving certain Performance Goals or other performance-based targets established by the Committee.
2.35 “Performance Stock Unit” means a right granted to a Participant pursuant to Section 8.2, to receive Stock, cash, or a combination of Stock and
cash, the payment of which is contingent upon achieving certain Performance Goals or other performance-based targets established by the Committee.
2.36 “Plan” means this Orexigen Therapeutics, Inc. Amended and Restated 2007 Incentive Award Plan, as it may be amended from time to time.
2.37 “Qualified Performance-Based Compensation” means any compensation that is intended to qualify as “qualified performance-based
compensation” as described in Section 162(m)(4)(C) of the Code.
2.38 “Restatement Date” has the meaning set forth in Section 14.1.
2.39 “Restricted Stock” means Stock awarded to a Participant pursuant to Article 6 that is subject to certain restrictions and may be subject to risk of
forfeiture.
2.40 “Restricted Stock Unit” means an Award granted pursuant to Section 8.6.
2.41 “Securities Act” shall mean the Securities Act of 1933, as amended.
2.42 “Shares” shall mean shares of Stock of the Company.
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2.43 “Stock” means the common stock of the Company, par value $0.001 per share, and such other securities of the Company that may be substituted
for Stock pursuant to Article 12.
2.44 “Stock Appreciation Right” or “SAR” means a right granted pursuant to Article 7 to receive a payment equal to the excess of the Fair Market
Value of a specified number of shares of Stock on the date the SAR is exercised over the Fair Market Value on the date the SAR was granted as set forth in the
applicable Award Agreement.
2.45 “Stock Payment” means (a) a payment in the form of shares of Stock, or (b) an option or other right to purchase shares of Stock, as part of any
bonus, deferred compensation or other arrangement, made in lieu of all or any portion of the compensation, granted pursuant to Section 8.4.
2.46 “Subsidiary” means any “subsidiary corporation” as defined in Section 424(f) of the Code and any applicable regulations promulgated thereunder
or any other entity of which a majority of the outstanding voting stock or voting power is beneficially owned directly or indirectly by the Company.
2.47 “Substitute Awards” shall mean Awards granted or Shares issued by the Company in assumption of, or in substitution or exchange for, awards
previously granted, or the right or obligation to make future awards, in each case by a company acquired by the Company or any Subsidiary or with which
the Company or any Subsidiary combines.
ARTICLE 3
SHARES SUBJECT TO THE PLAN
3.1 Number of Shares.
(a) As of the Restatement Date and subject to adjustment as provided in Article 12, a total of one hundred and three million (103,000,000) Shares
shall be authorized for Awards granted under the Plan, plus the number of Shares reserved for Inducement Awards under Section 3.4 of the Plan, less one
(1) Share for every one (1) Award granted under the Plan after March 31, 2016 and prior to the Restatement Date. The maximum number of Shares that may be
delivered upon exercise of Incentive Stock Options shall not exceed one hundred and three million (103,000,000).
(b) If any Shares subject to an Award are forfeited, an Award expires or otherwise terminates without issuance of Shares, or an Award is settled for
cash (in whole or in part) or otherwise does not result in the issuance of all or a portion of the Shares subject to such Award (including on payment in Shares
on exercise of a Stock Appreciation Right), such Shares shall, to the extent of such forfeiture, expiration, termination, cash settlement or non-issuance, be
added to the Shares available for grant under the Plan on a one-for-one basis.
(c) In the event that (i) any Option or other Award granted hereunder is exercised through the tendering of Shares (either actually or by
attestation) or by the withholding of Shares by the Company, or (ii) withholding tax liabilities arising from such Option or other Award are satisfied by the
tendering of Shares (either actually or by attestation) or by the withholding of Shares by the Company, then in each such case the Shares so tendered or
withheld shall be added to the Shares available for grant under the Plan on a one-for-one basis.
(d) Substitute Awards shall not reduce the Shares authorized for grant under the Plan or the applicable limitations on grants to a Participant under
Section 3.3, nor shall Shares subject to a Substitute Award be added to the Shares available for Awards under the Plan as provided above. Additionally, in the
event that a company acquired by the Company or any Subsidiary or with which the Company or any Subsidiary combines has shares available under a preexisting plan approved by stockholders and not adopted in contemplation of such
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acquisition or combination, the shares available for grant pursuant to the terms of such pre-existing plan (as adjusted, to the extent appropriate, using the
exchange ratio or other adjustment or valuation ratio or formula used in such acquisition or combination to determine the consideration payable to the
holders of common stock of the entities party to such acquisition or combination) may be used for Awards under the Plan and shall not reduce the Shares
authorized for grant under the Plan (and Shares subject to such Awards shall not be added to the Shares available for Awards under the Plan as provided
above); provided that Awards using such available shares shall not be made after the date awards or grants could have been made under the terms of the preexisting plan, absent the acquisition or combination, and shall only be made to individuals who were not employees or directors prior to such acquisition or
combination.
3.2 Stock Distributed. Any shares of Stock distributed pursuant to an Award may consist, in whole or in part, of authorized and unissued Stock, treasury
Stock or Stock purchased on the open market.
3.3 Limitation on Number of Shares Subject to Awards. Subject to adjustment as provided in Article 12, no Participant may be granted (i) Options or
Stock Appreciation Rights during any 12-month period with respect to more than 15,000,000 Shares and (ii) any Awards (other than Options or Stock
Appreciation Rights) during any calendar year that are intended to constitute Qualified Performance-Based Compensation and are denominated in Shares
under which more than 15,000,000 Shares may be earned within any applicable vesting period or Performance Period. During any calendar year no
Participant may be granted Awards of Qualified Performance-Based Compensation that are denominated in cash under which more than $15,000,000 may be
earned within any applicable vesting period or Performance Period. Each of the limitations in this section shall be multiplied by two (2) with respect to
Awards granted to a Participant during the first calendar year in which the Participant commences employment with the Company and its Subsidiaries. If an
Award is cancelled, the cancelled Award shall continue to be counted toward the applicable limitation in this Section.
Notwithstanding any other provision of the Plan to the contrary, the aggregate grant date fair value (computed as of the date of grant in accordance with
applicable financial accounting rules) of all Awards granted to any Independent Director during any single calendar year, taken together with any cash fees
paid to such Independent Director during such calendar year, shall not exceed $750,000.
3.4 Inducement Shares. This Section 3.4 shall apply with respect to the two million five hundred thousand (2,500,000) Shares reserved under this Plan
by action of the Board (or a committee thereof) to be used exclusively for the grant of Inducement Awards. The persons who are eligible for Inducement
Awards shall consist of Eligible Individuals who are Employees and whose potential contribution, in the judgment of the Committee, will benefit the future
success of the Company and/or an affiliated corporation. Notwithstanding anything to the contrary in Article 4, an Inducement Award may be granted only to
an Eligible Individual not previously an Employee or an Independent Director of the Company, or following a bona fide period of non-employment, as an
inducement material to the individual’s entering into employment with the Company within the meaning of Rule 5635(c)(4) of the NASDAQ Listing Rules.
In addition, notwithstanding any other provision of the Plan to the contrary, all such Inducement Awards must be granted either by a majority of the
Company’s Independent Directors or a committee comprised of a majority of Independent Directors.
ARTICLE 4
ELIGIBILITY AND PARTICIPATION
4.1 Eligibility. Each Eligible Individual shall be eligible to be granted one or more Awards pursuant to the Plan, each such Award not to exceed a term
of ten (10) years; provided that Inducement Awards may be granted only to Eligible Individuals as provided in Section 3.4.
4.2 Participation. Subject to the provisions of the Plan, the Committee may, from time to time, select from among all Eligible Individuals those to
whom Awards shall be granted and shall determine the nature and amount of each Award. No Eligible Individual shall have any right to be granted an Award
pursuant to the Plan.
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4.3 Foreign Participants. Notwithstanding any provision of the Plan to the contrary, in order to comply with the laws in other countries in which the
Company and its Subsidiaries operate or have Eligible Individuals, the Committee, in its sole discretion, shall have the power and authority to: (i) determine
which Subsidiaries shall be covered by the Plan; (ii) determine which Eligible Individuals outside the United States are eligible to participate in the Plan;
(iii) modify the terms and conditions of any Award granted to Eligible Individuals outside the United States to comply with applicable foreign laws;
(iv) establish subplans and modify exercise procedures and other terms and procedures, to the extent such actions may be necessary or advisable (any such
subplans and/or modifications shall be attached to this Plan as appendices); provided, however, that no such subplans and/or modifications shall increase the
share limitations contained in Sections 3.1 and 3.3 of the Plan; and (v) take any action, before or after an Award is made, that it deems advisable to obtain
approval or comply with any necessary local governmental regulatory exemptions or approvals. Notwithstanding the foregoing, the Committee may not take
any actions hereunder, and no Awards shall be granted, that would violate the Exchange Act, the Code, any securities law or governing statute or any other
applicable law.
ARTICLE 5
STOCK OPTIONS
5.1 General. The Committee is authorized to grant Options to Eligible Individuals on the following terms and conditions:
(a) Exercise Price. The exercise price per share of Stock subject to an Option shall be determined by the Committee and set forth in the Award
Agreement; provided that the exercise price for any Option shall not be less than 100% of the Fair Market Value of a share of Stock on the date of grant.
(b) Time and Conditions of Exercise. The Committee shall determine the time or times at which an Option may be exercised in whole or in part.
The Committee shall also determine the performance or other conditions, if any, that must be satisfied before all or part of an Option may be exercised.
(c) Payment. The Committee shall determine the methods by which the exercise price of an Option may be paid, the form of payment, including,
without limitation: (i) cash, (ii) shares of Stock held for such period of time as may be required by the Committee in order to avoid adverse accounting
consequences and having a Fair Market Value on the date of delivery equal to the aggregate exercise price of the Option or exercised portion thereof, or
(iii) other property acceptable to the Committee (including through the delivery of a notice that the Participant has placed a market sell order with a broker
with respect to shares of Stock then issuable upon exercise of the Option, and that the broker has been directed to pay a sufficient portion of the net proceeds
of the sale to the Company in satisfaction of the Option exercise price; provided that payment of such proceeds is then made to the Company upon settlement
of such sale). The Committee shall also determine the methods by which shares of Stock shall be delivered or deemed to be delivered to Participants.
Notwithstanding any other provision of the Plan to the contrary, no Participant who is a member of the Board or an “executive officer” of the Company
within the meaning of Section 13(k) of the Exchange Act shall be permitted to pay the exercise price of an Option in any method which would violate
Section 13(k) of the Exchange Act.
(d) Evidence of Grant. All Options shall be evidenced by an Award Agreement between the Company and the Participant. The Award Agreement
shall include such additional provisions as may be specified by the Committee.
5.2 Incentive Stock Options. The terms of any Incentive Stock Options granted pursuant to the Plan must comply with the conditions and limitations
contained in Section 14.2 and this Section 5.2.
(a) Eligibility. Incentive Stock Options may be granted only to Employees.
(b) Exercise Price. The exercise price per share of Stock shall be set by the Committee; provided that subject to Section 5.2(e), the exercise price
for any Incentive Stock Option shall not be less than 100% of the Fair Market Value on the date of grant.
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(c) Expiration. Subject to Section 5.2(e), an Incentive Stock Option may not be exercised to any extent by anyone after the first to occur of the
following events: the tenth anniversary of the date it is granted, unless an earlier time is set in the Award Agreement; the later of (x) three months after the
Participant’s termination of employment as an Employee or, if applicable, (y) one year after the date of the Participant’s termination of employment or service
on account of Disability or death. Upon the Participant’s Disability or death, any Incentive Stock Options exercisable at the Participant’s Disability or death
may be exercised by the Participant’s legal representative or representatives, by the person or persons entitled to do so pursuant to the Participant’s last will
and testament, or, if the Participant fails to make testamentary disposition of such Incentive Stock Option or dies intestate, by the person or persons entitled
to receive the Incentive Stock Option pursuant to the applicable laws of descent and distribution.
(d) Individual Dollar Limitation. The aggregate Fair Market Value (determined as of the time the Option is granted) of all shares of Stock with
respect to which Incentive Stock Options are first exercisable by a Participant in any calendar year may not exceed $100,000 or such other limitation as
imposed by Section 422(d) of the Code, or any successor provision. To the extent that Incentive Stock Options are first exercisable by a Participant in excess
of such limitation, the excess shall be considered Non-Qualified Stock Options.
(e) Ten Percent Owners. An Incentive Stock Option shall be granted to any individual who, at the date of grant, owns stock possessing more than
ten percent of the total combined voting power of all classes of Stock of the Company only if such Option is granted at a price that is not less than 110% of
Fair Market Value on the date of grant and the Option is exercisable for no more than five years from the date of grant.
(f) Notice of Disposition. The Participant shall give the Company prompt notice of any disposition of shares of Stock acquired by exercise of an
Incentive Stock Option within (i) two years from the date of grant of such Incentive Stock Option or (ii) one year after the transfer of such shares of Stock to
the Participant.
(g) Right to Exercise. During a Participant’s lifetime, an Incentive Stock Option may be exercised only by the Participant.
(h) Failure to Meet Requirements. Any Option (or portion thereof) purported to be an Incentive Stock Option, which, for any reason, fails to meet
the requirements of Section 422 of the Code shall be considered a Non-Qualified Stock Option.
5.3 Substitution of Stock Appreciation Rights. The Committee may provide in the Award Agreement evidencing the grant of an Option that the
Committee, in its sole discretion, shall have to right to substitute a Stock Appreciation Right for such Option at any time prior to or upon exercise of such
Option, subject to the provisions of Sections 7.2 and 13.6; provided that such Stock Appreciation Right shall be exercisable with respect to the same number
of shares of Stock for which such substituted Option would have been exercisable.
ARTICLE 6
RESTRICTED STOCK AWARDS
6.1 Grant of Restricted Stock. The Committee is authorized to make Awards of Restricted Stock to any Eligible Individual selected by the Committee
in such amounts and subject to such terms and conditions as determined by the Committee. All Awards of Restricted Stock shall be evidenced by an Award
Agreement.
6.2 Issuance and Restrictions. Restricted Stock shall be subject to such restrictions on transferability and other restrictions as the Committee may
impose (including, without limitation, limitations on the right to vote Restricted Stock or the right to receive dividends on the Restricted Stock). These
restrictions may lapse separately or in combination at such times, pursuant to such circumstances, in such installments, or otherwise, as the Committee
determines at the time of the grant of the Award or thereafter.
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6.3 Forfeiture. Except as otherwise determined by the Committee at the time of the grant of the Award or thereafter, upon termination of employment or
service during the applicable restriction period, Restricted Stock that is at that time subject to restrictions shall be forfeited; provided, however, that the
Committee may (a) provide in any Restricted Stock Award Agreement that restrictions or forfeiture conditions relating to Restricted Stock will be waived in
whole or in part in the event of terminations resulting from specified causes, and (b) in other cases waive in whole or in part restrictions or forfeiture
conditions relating to Restricted Stock.
6.4 Certificates for Restricted Stock. Restricted Stock granted pursuant to the Plan may be evidenced in such manner as the Committee shall determine.
If certificates representing shares of Restricted Stock are registered in the name of the Participant, certificates must bear an appropriate legend referring to the
terms, conditions, and restrictions applicable to such Restricted Stock, and the Company may, at its discretion, retain physical possession of the certificate
until such time as all applicable restrictions lapse.
ARTICLE 7
STOCK APPRECIATION RIGHTS
7.1 Grant of Stock Appreciation Rights. A Stock Appreciation Right may be granted to any Eligible Individual selected by the Committee. A Stock
Appreciation Right shall be subject to such terms and conditions not inconsistent with the Plan as the Committee shall impose and shall be evidenced by an
Award Agreement.
7.2 Stock Appreciation Rights.
(a) A Stock Appreciation Right (“SAR”) shall have a term set by the Committee. An SAR shall be exercisable in such installments as the
Committee may determine. An SAR shall cover such number of shares of Stock as the Committee may determine. The exercise price per share of Stock subject
to each SAR shall be set by the Committee; provided, however, that the Committee in its sole and absolute discretion may provide that the SAR may be
exercised subsequent to a termination of employment or service, as applicable, or following a Change in Control of the Company, or because of the
Participant’s retirement, death or Disability, or otherwise.
(b) An SAR shall entitle the Participant (or other person entitled to exercise the SAR pursuant to the Plan) to exercise all or a specified portion of
the SAR (to the extent then exercisable pursuant to its terms) and to receive from the Company an amount equal to the product of (i) the excess of (A) the Fair
Market Value of a share of Stock on the date the SAR is exercised over (B) the Fair Market Value of a share of Stock on the date the SAR was granted and
(ii) the number of shares of Stock with respect to which the SAR shall have been exercised, subject to any limitations the Committee may impose.
7.3 Payment and Limitations on Exercise.
(a) Subject to Section 7.3(b), payment of the amounts determined under Section 7.2(b) above shall be in cash, in Stock (based on its Fair Market
Value as of the date the SAR is exercised) or a combination of both, as determined by the Committee.
(b) To the extent any payment under Section 7.2(b) is effected in Stock it shall be made subject to satisfaction of all provisions of Article 5 above
pertaining to Options.
ARTICLE 8
OTHER TYPES OF AWARDS
8.1 Performance Share Awards. Any Eligible Individual selected by the Committee may be granted one or more Performance Share awards which shall
be denominated in a number of shares of Stock and which may be
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linked to any one or more of the Performance Criteria or other specific performance criteria determined appropriate by the Committee, in each case on a
specified date or dates or over any period or periods determined by the Committee. In making such determinations, the Committee shall consider (among
such other factors as it deems relevant in light of the specific type of award) the contributions, responsibilities and other compensation of the particular
Participant.
8.2 Performance Stock Units. Any Eligible Individual selected by the Committee may be granted one or more Performance Stock Unit awards which
shall be denominated in units of value including dollar value of shares of Stock and which may be linked to any one or more of the Performance Criteria or
other specific performance criteria determined appropriate by the Committee, in each case on a specified date or dates or over any period or periods
determined by the Committee. In making such determinations, the Committee shall consider (among such other factors as it deems relevant in light of the
specific type of award) the contributions, responsibilities and other compensation of the particular Participant.
8.3 Dividend Equivalents.
(a) Any Eligible Individual selected by the Committee may be granted Dividend Equivalents based on the dividends declared on the shares of
Stock that are subject to any Award, to be credited as of dividend payment dates, during the period between the date the Award is granted and the date the
Award is exercised, vests or expires, as determined by the Committee. Such Dividend Equivalents shall be converted to cash or additional shares of Stock by
such formula and at such time and subject to such limitations as may be determined by the Committee. Notwithstanding the provisions of this Section,
Dividend Equivalents, cash dividends, stock and any other property (other than cash) distributed as a dividend or otherwise with respect to any Award that
vests based on achievement of performance goals shall either (i) not be paid or credited or (ii) be accumulated, shall be subject to restrictions and risk of
forfeiture to the same extent as the underlying Award and shall be paid at the time such restrictions and risk of forfeiture lapse.
(b) Dividend Equivalents shall not be granted with respect to Options or SARs.
8.4 Stock Payments. Any Eligible Individual selected by the Committee may receive Stock Payments in the manner determined from time to time by
the Committee. The number of shares of Stock or the number of options or other rights to purchase shares of Stock subject to a Stock Payment shall be
determined by the Committee and may be based upon the Performance Criteria or other specific performance criteria determined appropriate by the
Committee, determined on the date such Stock Payment is made or on any date thereafter.
8.5 Deferred Stock. Any Eligible Individual selected by the Committee may be granted an award of Deferred Stock in the manner determined from time
to time by the Committee in accordance with Section 409A of the Code. The number of shares of Deferred Stock shall be determined by the Committee and
may be linked to the Performance Criteria or other specific performance criteria determined to be appropriate by the Committee, in each case on a specified
date or dates or over any period or periods determined by the Committee. Stock underlying a Deferred Stock award will not be issued until the Deferred Stock
award has vested, pursuant to a vesting schedule or performance criteria set by the Committee. Unless otherwise provided by the Committee, a Participant
awarded Deferred Stock shall have no rights as a Company stockholder with respect to such Deferred Stock until such time as the Deferred Stock Award has
vested and the Stock underlying the Deferred Stock Award has been issued. In addition, the Committee shall be authorized to establish procedures pursuant
to which the payment of any Award may be deferred.
8.6 Restricted Stock Units. The Committee is authorized to make Awards of Restricted Stock Units to any Eligible Individual selected by the
Committee in such amounts and subject to such terms and conditions as determined by the Committee. At the time of grant, the Committee shall specify the
date or dates on which the Restricted Stock Units shall become fully vested and nonforfeitable, and may specify such conditions to vesting as it deems
appropriate. At the time of grant, the Committee shall specify the maturity date applicable to each
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grant of Restricted Stock Units which shall be no earlier than the vesting date or dates of the Award and may be determined at the election of the grantee;
provided, that such dates and such election shall be subject to compliance with Section 409A of the Code. On the maturity date, the Company shall, subject
to Section 11.5(b), transfer to the Participant one unrestricted, fully transferable share of Stock for each Restricted Stock Unit (or an equivalent value in cash,
or a combination thereof) scheduled to be paid out on such date and not previously forfeited. The Committee shall specify the purchase price, if any, to be
paid by the grantee to the Company for such shares of Stock.
8.7 Other Stock-Based Awards. Any Eligible Individual selected by the Committee may be granted one or more Awards that provide Participants with
shares of Stock or the right to purchase shares of Stock or that have a value derived from the value of, or an exercise or conversion privilege at a price related
to, or that are otherwise payable in shares of Stock and which may be linked to any one or more of the Performance Criteria or other specific performance
criteria determined appropriate by the Committee, in each case on a specified date or dates or over any period or periods determined by the Committee. In
making such determinations, the Committee shall consider (among such other factors as it deems relevant in light of the specific type of Award) the
contributions, responsibilities and other compensation of the particular Participant.
8.8 Performance Bonus Awards. Any Participant selected by the Committee may be granted one or more Performance-Based Awards in the form of a
cash bonus (a “Performance Bonus Award”) payable upon the attainment of Performance Goals that are established by the Committee and relate to one or
more of the Performance Criteria, in each case on a specified date or dates or over any period or periods determined by the Committee. Any such Performance
Bonus Award paid to a Covered Employee shall be based upon objectively determinable bonus formulas established in accordance with Article 9.
8.9 Term. Except as otherwise provided herein, the vesting schedule of any Award of Performance Shares, Performance Stock Units, Dividend
Equivalents, Stock Payments, Deferred Stock, Restricted Stock Units or Other Stock-Based Award shall be set by the Committee in its discretion.
8.10 Exercise or Purchase Price. The Committee may establish the exercise or purchase price, if any, of any Award of Performance Shares, Performance
Stock Units, Deferred Stock, Stock Payments, Restricted Stock Units or Other Stock-Based Award; provided, however, that such price shall not be less than
the par value of a share of Stock on the date of grant, unless otherwise permitted by applicable state law.
8.11 Exercise Upon Termination of Employment or Service. An Award of Performance Shares, Performance Stock Units, Dividend Equivalents,
Deferred Stock, Stock Payments, Restricted Stock Units and Other Stock-Based Award shall only be exercisable or payable while the Participant is an
Employee, Consultant or a Director, as applicable; provided, however, that the Committee in its sole and absolute discretion may provide that an Award of
Performance Shares, Performance Stock Units, Dividend Equivalents, Stock Payments, Deferred Stock, Restricted Stock Units or Other Stock-Based Award
may be exercised or paid subsequent to a termination of employment or service, as applicable, or following a Change in Control of the Company, or because
of the Participant’s retirement, death or Disability, or otherwise; provided, however, that any such provision with respect to Awards of Qualified PerformanceBased Compensation shall be subject to the requirements of Section 162(m) of the Code that apply to Qualified Performance-Based Compensation.
8.12 Form of Payment. Payments with respect to any Awards granted under this Article 8 shall be made in cash, in Stock or a combination of both, as
determined by the Committee.
8.13 Award Agreement. All Awards under this Article 8 shall be subject to such additional terms and conditions as determined by the Committee and
shall be evidenced by an Award Agreement.
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ARTICLE 9
PERFORMANCE-BASED AWARDS
9.1 Purpose. The purpose of this Article 9 is to provide the Committee the ability to qualify Awards other than Options and SARs and that are granted
pursuant to Articles 6 and 8 as Qualified Performance-Based Compensation. If the Committee, in its discretion, decides to grant a Performance-Based Award
to a Covered Employee, the provisions of this Article 9 shall control over any contrary provision contained in Articles 6 or 8; provided, however, that the
Committee may in its discretion grant Awards to Covered Employees that are based on Performance Criteria or Performance Goals but that do not satisfy the
requirements of this Article 9, provided, however, that all Performance-Based Awards are intended to qualify as Qualified Performance-Based Compensation.
9.2 Applicability. This Article 9 shall apply only to those Covered Employees selected by the Committee to receive Performance-Based Awards. The
designation of a Covered Employee as a Participant for a Performance Period shall not in any manner entitle the Participant to receive an Award for the
period. Moreover, designation of a Covered Employee as a Participant for a particular Performance Period shall not require designation of such Covered
Employee as a Participant in any subsequent Performance Period and designation of one Covered Employee as a Participant shall not require designation of
any other Covered Employees as a Participant in such period or in any other period.
9.3 Procedures with Respect to Performance-Based Awards. To the extent necessary to comply with the Qualified Performance-Based Compensation
requirements of Section 162(m)(4)(C) of the Code, with respect to any Award granted under Articles 6 or 8 which may be granted to one or more Covered
Employees, prior to the earlier of ninety (90) days following the commencement of the applicable Performance Period and the expiration of 25% of the
Performance Period (or such other time as may be required or permitted by Section 162(m) of the Code), the Committee shall, in writing, (a) designate one or
more Covered Employees, (b) select the Performance Criteria applicable to the Performance Period, (c) establish the Performance Goals, and amounts of such
Awards, as applicable, which may be earned for such Performance Period, and (d) specify the relationship between Performance Criteria and the Performance
Goals and the amounts of such Awards, as applicable, to be earned by each Covered Employee for such Performance Period. Following the completion of
each Performance Period, the Committee shall certify in writing whether the applicable Performance Goals have been achieved for such Performance Period.
In determining the amount earned by a Covered Employee, the Committee shall have the right to reduce or eliminate (but not to increase) the amount
payable at a given level of performance to take into account additional factors that the Committee may deem relevant to the assessment of individual or
corporate performance for the Performance Period.
9.4 Payment of Performance-Based Awards. Unless otherwise provided in the applicable Award Agreement, a Participant must be employed by the
Company or a Parent or Subsidiary on the day a Performance-Based Award for such Performance Period is paid to the Participant. Furthermore, a Participant
shall be eligible to receive payment pursuant to a Performance-Based Award for a Performance Period only if the Performance Goals for such period are
achieved. In determining the amount earned under a Performance-Based Award, the Committee may reduce or eliminate the amount of the Performance-Based
Award earned for the Performance Period, if in its sole and absolute discretion, such reduction or elimination is appropriate.
9.5 Additional Limitations. Notwithstanding any other provision of the Plan, any Award which is granted to a Covered Employee and is intended to
constitute Qualified Performance-Based Compensation, including all Performance-Based Awards, shall be subject to any additional limitations set forth in
Section 162(m) of the Code (including any amendment to Section 162(m) of the Code) or any regulations or rulings issued thereunder that are requirements
for qualification as qualified performance-based compensation as described in Section 162(m)(4)(C) of the Code, and the Plan shall be deemed amended to
the extent necessary to conform to such requirements.
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ARTICLE 10
INDEPENDENT DIRECTOR AWARDS
10.1 The Board may grant Awards to Independent Directors, subject to the limitations of the Plan, pursuant to a written plan established by the
Committee, or any successor committee thereto carrying out its responsibilities on the date of grant of any such Award (the “Independent Director
Compensation Policy”). The Independent Director Compensation Policy shall set forth the type of Award(s) to be granted to Independent Directors, the
number of shares of Common Stock to be subject to Independent Director Awards, the conditions on which such Awards shall be granted, become exercisable
and/or payable, and such other terms and conditions as the Committee (or such other successor committee as described above) shall determine in its
discretion. For the avoidance of doubt, Awards granted to Independent Directors shall be subject to all of the limitations set forth in the Plan.
ARTICLE 11
PROVISIONS APPLICABLE TO AWARDS
11.1 Stand-Alone and Tandem Awards. Awards granted pursuant to the Plan may, in the discretion of the Committee, be granted either alone, in
addition to, or in tandem with, any other Award granted pursuant to the Plan. Awards granted in addition to or in tandem with other Awards may be granted
either at the same time as or at a different time from the grant of such other Awards.
11.2 Award Agreement. Awards under the Plan shall be evidenced by Award Agreements that set forth the terms, conditions and limitations for each
Award which may include the term of an Award, the provisions applicable in the event the Participant’s employment or service terminates, and the
Company’s authority to unilaterally or bilaterally amend, modify, suspend, cancel or rescind an Award.
11.3 Limits on Transfer. Except as set forth in this Section 11.3 and Section 11.4, no right or interest of a Participant in any Award may be pledged,
encumbered, or hypothecated to or in favor of any party other than the Company, a Parent, or a Subsidiary, or shall be subject to any lien, obligation, or
liability of such Participant to any other party other than the Company, a Parent, or a Subsidiary. Except as otherwise provided by the Committee, no Award
shall be assigned, transferred, or otherwise disposed of by a Participant other than by will or the laws of descent and distribution. The Committee by express
provision in the Award or an amendment thereto may permit an Award (other than an Incentive Stock Option) to be transferred to, exercised by and paid to
certain persons or entities related to the Participant, including but not limited to members of the Participant’s family, charitable institutions, or trusts or other
entities whose beneficiaries or beneficial owners are members of the Participant’s family and/or charitable institutions, or to such other persons or entities as
may be expressly approved by the Committee, pursuant to such conditions and procedures as the Committee may establish. Any permitted transfer shall be
subject to the condition that the Committee receive evidence satisfactory to it that the transfer is being made for estate and/or tax planning purposes (or to a
“blind trust” in connection with the Participant’s termination of employment or service with the Company, a Parent, or a Subsidiary to assume a position with
a governmental, charitable, educational or similar non-profit institution) and on a basis consistent with the Company’s lawful issue of securities.
11.4 Beneficiaries. Notwithstanding Section 11.3, a Participant may, in the manner determined by the Committee, designate a beneficiary to exercise
the rights of the Participant and to receive any distribution with respect to any Award upon the Participant’s death. A beneficiary, legal guardian, legal
representative, or other person claiming any rights pursuant to the Plan is subject to all terms and conditions of the Plan and any Award Agreement applicable
to the Participant, except to the extent the Plan and Award Agreement otherwise provide, and to any additional restrictions deemed necessary or appropriate
by the Committee. If the Participant is married
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and resides in a community property state, a designation of a person other than the Participant’s spouse as his or her beneficiary with respect to more than
50% of the Participant’s interest in the Award shall not be effective without the prior written consent of the Participant’s spouse. If no beneficiary has been
designated or survives the Participant, payment shall be made to the person entitled thereto pursuant to the Participant’s will or the laws of descent and
distribution. Subject to the foregoing, a beneficiary designation may be changed or revoked by a Participant at any time provided the change or revocation is
filed with the Committee.
11.5 Stock Certificates; Book Entry Procedures.
(a) Notwithstanding anything herein to the contrary, the Company shall not be required to issue or deliver any certificates evidencing shares of
Stock pursuant to the exercise of any Award, unless and until the Board has determined, with advice of counsel, that the issuance and delivery of such
certificates is in compliance with all applicable laws, regulations of governmental authorities and, if applicable, the requirements of any exchange on which
the shares of Stock are listed or traded. All Stock certificates delivered pursuant to the Plan are subject to any stop-transfer orders and other restrictions as the
Committee deems necessary or advisable to comply with federal, state, or foreign jurisdiction, securities or other laws, rules and regulations and the rules of
any national securities exchange or automated quotation system on which the Stock is listed, quoted, or traded. The Committee may place legends on any
Stock certificate to reference restrictions applicable to the Stock. In addition to the terms and conditions provided herein, the Board may require that a
Participant make such reasonable covenants, agreements, and representations as the Board, in its discretion, deems advisable in order to comply with any
such laws, regulations, or requirements. The Committee shall have the right to require any Participant to comply with any timing or other restrictions with
respect to the settlement or exercise of any Award, including a window-period limitation, as may be imposed in the discretion of the Committee.
(b) Notwithstanding any other provision of the Plan, unless otherwise determined by the Committee or required by any applicable law, rule or
regulation, the Company shall not deliver to any Participant certificates evidencing shares of Stock issued in connection with any Award and instead such
shares of Stock shall be recorded in the books of the Company (or, as applicable, its transfer agent or stock plan administrator).
11.6 Paperless Administration. In the event that the Company establishes, for itself or using the services of a third party, an automated system for the
documentation, granting or exercise of Awards, such as a system using an internet website or interactive voice response, then the paperless documentation,
granting or exercise of Awards by a Participant may be permitted through the use of such an automated system.
ARTICLE 12
CHANGES IN CAPITAL STRUCTURE
12.1 Adjustments.
(a) In the event of any stock dividend, stock split, combination or exchange of shares, merger, consolidation or other distribution (whether in
cash, shares or other property and other than normal cash dividends), or any other change affecting the shares of Stock or the share price of the Stock other
than an Equity Restructuring, the Committee shall make such equitable adjustments, if any, as the Committee in its discretion may deem appropriate to
reflect such change with respect to (i) the aggregate number and kind of shares that may be issued under the Plan (including, but not limited to, adjustments
of the limitations in Sections 3.1 and 3.3); (ii) the terms and conditions of any outstanding Awards (including, without limitation, any applicable
performance targets or criteria with respect thereto); and (iii) the grant or exercise price per share for any outstanding Awards under the Plan. Any adjustment
affecting an Award intended as Qualified Performance-Based Compensation shall be made consistent with the requirements of Section 162(m) of the Code.
(b) In the event of any transaction or event described in Section 12.1 or any unusual or nonrecurring transactions or events affecting the
Company, any affiliate of the Company, or the financial statements of the
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Company or any affiliate, or of changes in applicable laws, regulations or accounting principles, the Committee, in its sole and absolute discretion, and on
such terms and conditions as it deems appropriate, either by the terms of the Award or by action taken prior to the occurrence of such transaction or event and
either automatically or upon the Participant’s request, is hereby authorized to take any one or more of the following actions whenever the Committee
determines that such action is appropriate in order to prevent dilution or enlargement of the benefits or potential benefits intended to be made available
under the Plan or with respect to any Award under the Plan, to facilitate such transactions or events or to give effect to such changes in laws, regulations or
principles:
(i) To provide for either (A) termination of any such Award in exchange for an amount of cash, if any, equal to the amount that would
have been attained upon the exercise of such Award or realization of the Participant’s rights (and, for the avoidance of doubt, if as of the date of the
occurrence of the transaction or event described in this Section 12.1(b) the Committee determines in good faith that no amount would have been attained
upon the exercise of such Award or realization of the Participant’s rights, then such Award may be terminated by the Company without payment) or (B) the
replacement of such Award with other rights or property selected by the Committee in its sole discretion;
(ii) To provide that such Award be assumed by the successor or survivor corporation, or a parent or subsidiary thereof, or shall be
substituted for by similar options, rights or awards covering the stock of the successor or survivor corporation, or a parent or subsidiary thereof, with
appropriate adjustments as to the number and kind of shares and prices;
(iii) To make adjustments in the number and type of shares of Stock (or other securities or property) subject to outstanding Awards, and
in the number and kind of outstanding Restricted Stock or Deferred Stock and/or in the terms and conditions of (including the grant or exercise price), and
the criteria included in, outstanding options, rights and awards and options, rights and awards which may be granted in the future;
(iv) To provide that such Award shall be exercisable or payable or fully vested with respect to all shares covered thereby,
notwithstanding anything to the contrary in the Plan or the applicable Award Agreement; and
(v) To provide that the Award cannot vest, be exercised or become payable after such event.
(c) In connection with the occurrence of any Equity Restructuring, and notwithstanding anything to the contrary in Sections 12.1(a) and 12.1(b):
(i) The number and type of securities subject to each outstanding Award and the exercise price or grant price thereof, if applicable, will
be equitably adjusted. The adjustments provided under this Section 12.1(c)(i) shall be nondiscretionary and shall be final and binding on the affected
Participant and the Company.
(ii) The Committee shall make such equitable adjustments, if any, as the Committee in its discretion may deem appropriate to reflect such
Equity Restructuring with respect to the aggregate number and kind of shares that may be issued under the Plan (including, but not limited to, adjustments of
the limitations in Sections 3.1 and 3.3).
12.2 Change in Control.
(a) In the event of a dissolution or liquidation of the Company, then all outstanding Awards shall terminate immediately prior to such event.
(b) In the event of a Change in Control, then any surviving corporation or acquiring corporation shall assume any Awards outstanding under the
Plan or shall substitute similar awards (including an award to acquire the same consideration paid to the stockholders in the transaction described in such
Change in Control) for those outstanding under the Plan. In the event any surviving corporation or acquiring corporation refuses to assume such Awards or to
substitute similar awards for those outstanding under the Plan, then the vesting of such
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Awards (and, if applicable, the time during which such Awards may be exercised) shall be accelerated in full (provided, however, that performance-based
awards shall be treated as provided for in the applicable Award Agreements), and the Awards shall terminate if not exercised (if applicable) at or prior to such
event. With respect to any other Awards outstanding under the Plan, such Awards shall terminate if not exercised (if applicable) prior to such event. The
Committee shall have the right to provide that in the event of a Change in Control, performance-based awards shall be (x) considered to be earned and
payable based on achievement of performance goals or based on target performance (either in full or pro rata based on the portion of Performance Period
completed as of the date of the Change in Control), and any limitations or other restrictions shall lapse and such performance-based awards shall be
immediately settled or distributed or (y) converted into Restricted Stock or Restricted Stock Unit Awards based on achievement of performance goals or
based on target performance (either in full or pro rata based on the portion of Performance Period completed as of the date of the Change in Control).
(c) Notwithstanding any other provisions of this Plan to the contrary other than Sections 12.3 or 12.5 below, and unless otherwise provided in an
Award Agreement, if within twelve (12) months after the date of a Change in Control the Continuous Service of a Participant terminates due to an involuntary
termination (not including death or Disability) without Cause, then the vesting and exercisability of all time-based Awards held by such Participant shall be
fully accelerated and all performance-based Awards shall be treated as provided for in the applicable Award Agreements, or any reacquisition or repurchase
rights held by the Company with respect to an Award shall fully lapse.
12.3 Qualified Performance-Based Compensation. With respect to Awards granted to Covered Employees and are intended to qualify as Qualified
Performance-Based Compensation, no adjustment or action described in Section 12.1 or 12.2 or in any other provision of the Plan shall be authorized to the
extent that such adjustment or action would cause such Award to fail to so qualify as Qualified Performance-Based Compensation, unless the Committee
determines that the Award should not so qualify. No adjustment or action described in Section 12.1 or 12.2 or in any other provision of the Plan shall be
authorized to the extent that such adjustment or action would cause the Plan to violate Section 422(b)(1) of the Code. Furthermore, no such adjustment or
action shall be authorized to the extent such adjustment or action would result in short-swing profits liability under Section 16 of the Exchange Act or
violate the exemptive conditions of Rule 16b-3 under the Exchange Act unless the Committee determines that the Award is not to comply with such
exemptive conditions.
12.4 No Other Rights. Except as expressly provided in the Plan, no Participant shall have any rights by reason of any subdivision or consolidation of
shares of stock of any class, the payment of any dividend, any increase or decrease in the number of shares of stock of any class or any dissolution,
liquidation, merger, or consolidation of the Company or any other corporation. Except as expressly provided in the Plan or pursuant to action of the
Committee under the Plan, no issuance by the Company of shares of stock of any class, or securities convertible into shares of stock of any class, shall affect,
and no adjustment by reason thereof shall be made with respect to, the number of shares of Stock subject to an Award or the grant or exercise price of any
Award.
12.5 Section 409A. No action shall be taken under Section 12.1 or 12.2 which shall cause an Award to fail to comply with Section 409A of the Code or
the Treasury Regulations thereunder, to the extent applicable to such Award.
12.6 Restrictions on Exercise. In the event of any pending stock dividend, stock split, combination or exchange of shares, merger, consolidation or
other distribution (other than normal cash dividends) of Company assets to stockholders, or any other change affecting the shares of Stock or the share price
of the Stock including any Equity Restructuring, for reasons of administrative convenience, the Company in its sole discretion may refuse to permit the
exercise of any Award during a period of thirty (30) days prior to the consummation of any such transaction.
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ARTICLE 13
ADMINISTRATION
13.1 Committee. Unless and until the Board delegates administration of the Plan to a Committee as set forth below, the Plan shall be administered by
the full Board, and for such purposes the term “Committee” as used in the Plan shall be deemed to refer to the Board. The Board, at its discretion or as
otherwise necessary to comply with the requirements of Section 162(m) of the Code, Rule 16b-3 promulgated under the Exchange Act or to the extent
required by any other applicable rule or regulation, shall delegate administration of the Plan to a Committee. The Committee shall consist solely of two or
more members of the Board each of whom is a Non-Employee Director, and with respect to awards that are intended to be Performance-Based Awards, an
“outside director” within the meaning of Section 162(m) of the Code. Notwithstanding the foregoing: (a) the full Board, acting by a majority of its members
in office, shall conduct the general administration of the Plan with respect to all Awards granted to Independent Directors and for purposes of such Awards the
term “Committee” as used in the Plan shall be deemed to refer to the Board and (b) the Committee may delegate its authority hereunder to the extent
permitted by Section 13.5. Appointment of Committee members shall be effective upon acceptance of appointment. The Board may abolish the Committee at
any time and revest in the Board the administration of the Plan. Committee members may resign at any time by delivering written notice to the Board.
Vacancies in the Committee may only be filled by the Board.
13.2 Action by the Committee. Unless otherwise established by the Board or in any charter of the Committee, a majority of the Committee shall
constitute a quorum, and the acts of a majority of the members present at any meeting at which a quorum is present, and acts approved in writing by a
majority of the Committee in lieu of a meeting, shall be deemed the acts of the Committee. Each member of the Committee is entitled to, in good faith, rely or
act upon any report or other information furnished to that member by any officer or other employee of the Company or of any Parent or Subsidiary, the
Company’s independent certified public accountants, or any executive compensation consultant or other professional retained by the Company or any Parent
or Subsidiary to assist in the administration of the Plan.
13.3 Authority of Committee. Subject to any specific designation in the Plan, the Committee has the exclusive power, authority and discretion to:
(a) Designate Participants to receive Awards;
(b) Determine the type or types of Awards to be granted to each Participant;
(c) Determine the number of Awards to be granted and the number of shares of Stock to which an Award will relate;
(d) Determine the terms and conditions of any Award granted pursuant to the Plan, including, but not limited to, the exercise price, grant price, or
purchase price, any restrictions or limitations on the Award, any schedule for lapse of forfeiture restrictions or restrictions on the exercisability of an Award,
and accelerations or waivers thereof, any provisions related to non-competition and recapture of gain on an Award, based in each case on such considerations
as the Committee in its sole discretion determines; provided, however, that the Committee shall not have the authority to accelerate the vesting or waive the
forfeiture of any Performance-Based Awards;
(e) Determine whether, to what extent, and pursuant to what circumstances an Award may be settled in, or the exercise price of an Award may be
paid in, cash, Stock, other Awards, or other property, or an Award may be canceled, forfeited, or surrendered;
(f) Prescribe the form of each Award Agreement, which need not be identical for each Participant;
(g) Decide all other matters that must be determined in connection with an Award;
(h) Establish, adopt, or revise any rules and regulations as it may deem necessary or advisable to administer the Plan;
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(i) Interpret the terms of, and any matter arising pursuant to, the Plan or any Award Agreement; and
(j) Make all other decisions and determinations that may be required pursuant to the Plan or as the Committee deems necessary or advisable to
administer the Plan.
13.4 Decisions Binding. The Committee’s interpretation of the Plan, any Awards granted pursuant to the Plan, any Award Agreement and all decisions
and determinations by the Committee with respect to the Plan are final, binding, and conclusive on all parties.
13.5 Delegation of Authority. To the extent permitted by applicable law, the Committee may from time to time delegate its authority under the Plan to
a sub-committee or to one or more senior executive officers of the Company to the extent such delegation is appropriate under Section 162(m) of the Code
and Rule 16b-3 under the Exchange Act. Any delegation hereunder shall be subject to the restrictions and limits that the Committee specifies at the time of
such delegation, and the Committee may at any time rescind the authority so delegated or appoint a new delegatee. At all times, the delegatee appointed
under this Section 13.5 shall serve in such capacity at the pleasure of the Committee.
13.6 Prohibition on Repricing of Awards. Other than pursuant to Article 12, the Committee shall not without the approval of the Company’s
stockholders (a) lower the exercise price per Share of an Option or Stock Appreciation Right after it is granted, (b) cancel an Option or Stock Appreciation
Right when the exercise price per Share exceeds the Fair Market Value of one Share in exchange for cash or another Award (other than in connection with a
Change in Control), or (c) take any other action with respect to an Option or Stock Appreciation Right that would be treated as a repricing under the rules and
regulations of the principal U.S. national securities exchange on which the Shares are listed.
ARTICLE 14
EFFECTIVE, RESTATEMENT AND EXPIRATION DATE
14.1 Effective Date. The Plan was effective as of April 24, 2007. The Plan was amended and restated effective July 8, 2016 (the “Restatement Date”).
The Plan is deemed to be approved by the stockholders if it is approved either:
(a) By a majority of the votes cast at a duly held stockholder’s meeting at which a quorum representing a representing a majority of outstanding
voting stock is, either in person or by proxy, present and voting on the plan; or
(b) By a method and in a degree that would be treated as adequate under Delaware law in the case of an action requiring stockholder approval.
14.2 Expiration Date. The Plan will expire on, and no Award may be granted pursuant to the Plan after April 21, 2026 (the tenth anniversary of the date
the Plan, as amended and restated, was approved by the Board). Any Awards that are outstanding upon the expiration of the Plan shall remain in force
according to the terms of the Plan and the applicable Award Agreement.
ARTICLE 15
AMENDMENT, MODIFICATION, AND TERMINATION
15.1 Amendment, Modification, and Termination. Subject to Section 16.13, with the approval of the Board, at any time and from time to time, the
Committee may terminate, amend or modify the Plan; provided, however, that (a) to the extent necessary and desirable to comply with any applicable law,
regulation, or stock exchange
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rule, the Company shall obtain stockholder approval of any Plan amendment in such a manner and to such a degree as required, and (b) stockholder approval
is required for any amendment to the Plan that (i) increases the number of shares of Stock available under the Plan (other than any adjustment as provided by
Article 12), (ii) permits the Committee to grant Options with an exercise price that is below Fair Market Value on the date of grant, (iii) permits the Committee
to extend the exercise period for an Option beyond ten years from the date of grant; or (iv) amends Section 13.6.
15.2 Awards Previously Granted. Except with respect to amendments made pursuant to Section 16.13, no termination, amendment, or modification of
the Plan shall adversely affect in any material way any Award previously granted pursuant to the Plan without the prior written consent of the Participant.
ARTICLE 16
GENERAL PROVISIONS
16.1 No Rights to Awards. No Eligible Individual or other person shall have any claim to be granted any Award pursuant to the Plan, and neither the
Company nor the Committee is obligated to treat Eligible Individuals, Participants or any other persons uniformly.
16.2 No Stockholders Rights. Except as otherwise provided herein, a Participant shall have none of the rights of a stockholder with respect to shares of
Stock covered by any Award until the Participant becomes the record owner of such shares of Stock.
16.3 Withholding. The Company or any Parent or Subsidiary shall have the authority and the right to deduct or withhold, or require a Participant to
remit to the Company, an amount sufficient to satisfy federal, state, local and foreign taxes (including the Participant’s employment tax obligation) required
by law to be withheld with respect to any taxable event concerning a Participant arising as a result of the Plan. The Committee may in its discretion and in
satisfaction of the foregoing requirement allow a Participant to elect to have the Company withhold shares of Stock otherwise issuable under an Award (or
allow the return of shares of Stock) having a Fair Market Value equal to the sums required to be withheld. Notwithstanding any other provision of the Plan,
the number of shares of Stock which may be withheld with respect to the issuance, vesting, exercise or payment of any Award (or which may be repurchased
from the Participant of such Award within six months (or such other period as may be determined by the Committee) after such shares of Stock were acquired
by the Participant from the Company) in order to satisfy the Participant’s federal, state, local and foreign income and payroll tax liabilities with respect to the
issuance, vesting, exercise or payment of the Award shall be limited to the number of shares of Stock which have a Fair Market Value on the date of
withholding or repurchase equal to the aggregate amount of such liabilities based on the minimum statutory withholding rates for federal, state, local and
foreign income tax and payroll tax purposes that are applicable to such supplemental taxable income (or such other rate that will not cause an adverse
accounting consequence or cost).
16.4 No Right to Employment or Services. Nothing in the Plan or any Award Agreement shall interfere with or limit in any way the right of the
Company or any Parent or Subsidiary to terminate any Participant’s employment or services at any time, nor confer upon any Participant any right to
continue in the employ or service of the Company or any Parent or Subsidiary.
16.5 Unfunded Status of Awards. The Plan is intended to be an “unfunded” plan for incentive compensation. With respect to any payments not yet
made to a Participant pursuant to an Award, nothing contained in the Plan or any Award Agreement shall give the Participant any rights that are greater than
those of a general creditor of the Company or any Parent or Subsidiary.
16.6 Indemnification. To the extent allowable pursuant to applicable law, each member of the Committee or of the Board shall be indemnified and held
harmless by the Company from any loss, cost, liability, or expense
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that may be imposed upon or reasonably incurred by such member in connection with or resulting from any claim, action, suit, or proceeding to which he or
she may be a party or in which he or she may be involved by reason of any action or failure to act pursuant to the Plan and against and from any and all
amounts paid by him or her in satisfaction of judgment in such action, suit, or proceeding against him or her; provided he or she gives the Company an
opportunity, at its own expense, to handle and defend the same before he or she undertakes to handle and defend it on his or her own behalf. The foregoing
right of indemnification shall not be exclusive of any other rights of indemnification to which such persons may be entitled pursuant to the Company’s
Certificate of Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the Company may have to indemnify them or hold them harmless.
16.7 Relationship to other Benefits. No payment pursuant to the Plan shall be taken into account in determining any benefits pursuant to any pension,
retirement, savings, profit sharing, group insurance, welfare or other benefit plan of the Company or any Parent or Subsidiary except to the extent otherwise
expressly provided in writing in such other plan or an agreement thereunder.
16.8 Expenses. The expenses of administering the Plan shall be borne by the Company and its Subsidiaries.
16.9 Titles and Headings. The titles and headings of the Sections in the Plan are for convenience of reference only and, in the event of any conflict, the
text of the Plan, rather than such titles or headings, shall control.
16.10 Fractional Shares. No fractional shares of Stock shall be issued and the Committee shall determine, in its discretion, whether cash shall be given
in lieu of fractional shares of Stock or whether such fractional shares of Stock shall be eliminated by rounding up or down (on an aggregated basis) as
appropriate.
16.11 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan but subject to Section 12.3, the Plan, and any
Award granted or awarded to any Participant who is then subject to Section 16 of the Exchange Act, shall be subject to any additional limitations set forth in
any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3 of the Exchange Act) that are requirements for
the application of such exemptive rule. To the extent permitted by applicable law, the Plan and Awards granted or awarded hereunder shall be deemed
amended to the extent necessary to conform to such applicable exemptive rule.
16.12 Government and Other Regulations. The obligation of the Company to make payment of awards in Stock or otherwise shall be subject to all
applicable laws, rules, and regulations, and to such approvals by government agencies as may be required. The Company shall be under no obligation to
register pursuant to the Securities Act of 1933, as amended, any of the shares of Stock paid pursuant to the Plan. If the shares of Stock paid pursuant to the
Plan may in certain circumstances be exempt from registration pursuant to the Securities Act of 1933, as amended, the Company may restrict the transfer of
such shares of Stock in such manner as it deems advisable to ensure the availability of any such exemption.
16.13 Section 409A. To the extent that the Committee determines that any Award granted under the Plan is subject to Section 409A of the Code, the
Award Agreement evidencing such Award shall incorporate the terms and conditions required by Section 409A of the Code. To the extent applicable, the
Plan and Award Agreements shall be interpreted in accordance with Section 409A of the Code and Department of Treasury regulations and other interpretive
guidance issued thereunder, including without limitation any such regulations or other guidance that may be issued after the Restatement Date.
Notwithstanding any provision of the Plan to the contrary, in the event that following the Restatement Date the Committee determines that any Award may
be subject to Section 409A of the Code and related Department of Treasury guidance (including such Department of Treasury guidance as may be issued after
the Restatement Date), the Committee may adopt such amendments to the Plan and the applicable Award Agreement or adopt other policies and procedures
(including amendments, policies and procedures with retroactive effect), or take any other actions, that the Committee determines are necessary or
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appropriate to (a) exempt the Award from Section 409A of the Code and/or preserve the intended tax treatment of the benefits provided with respect to the
Award, or (b) comply with the requirements of Section 409A of the Code and related Department of Treasury guidance and thereby avoid the application of
any penalty taxes under such Section. If any amount shall be payable with respect to any Award hereunder as a result of a Participant’s termination of
employment or service and such amount is subject to the provisions of Code Section 409A, then notwithstanding any other provision of this Plan, a
termination of employment or service will be deemed to have occurred only at such time as the Participant has experienced a “separation from service” as
such term is defined for purposes of Code Section 409A.
16.14 Compensation Recoupment Policy. All Awards shall be subject to the Company’s Recoupment Policy, as may be in effect from time to time.
16.15 Governing Law. The Plan and all Award Agreements shall be construed in accordance with and governed by the laws of the State of Delaware.
**** *
I hereby certify that the foregoing Plan was duly adopted by the Board of Directors of Orexigen Therapeutics, Inc. on April 21, 2016.
**** *
I hereby certify that the foregoing Plan was approved by the stockholders of Orexigen Therapeutics, Inc. on July 8, 2016.
Executed on this

day of

, 2016.

[Title]
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Michael A. Narachi, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Orexigen Therapeutics, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;
b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;
c. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b. any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
Date: August 5, 2016
/s/ Michael A. Narachi
Michael A. Narachi
President and Chief Executive Officer

Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Jason A. Keyes, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Orexigen Therapeutics, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;
b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;
c. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a. all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b. any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
Date: August 5, 2016
/s/ Jason A. Keyes
Jason A. Keyes
SVP, Chief Financial Officer
(principal financial and accounting officer of the registrant)

Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the quarterly report of Orexigen Therapeutics, Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2016, as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Michael A. Narachi, President and Chief Executive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: August 5, 2016
/s/ Michael A. Narachi
Michael A. Narachi
President and Chief Executive Officer
The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of the Report or as a separate disclosure
document.

Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the quarterly report of Orexigen Therapeutics, Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2016, as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Jason A. Keyes, Chief Financial Officer of the Company, certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: August 5, 2016
/s/ Jason A. Keyes
Jason A. Keyes
SVP, Chief Financial Officer
(principal financial and accounting officer of the registrant)
The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of the Report or as a separate disclosure
document.

