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OF 1934
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or
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ACT OF 1934
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Delaware 20-4839882
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Lexington, Massachusetts 02421
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Registrant’s telephone number, including area code(781) 860-0045
Securities registered pursuant to Section 12(b) afie Act:

Title of each clas Name of each exchange on which register
Common Stock, par value $0.001 per shal The NASDAQ Global Market
Securities registered pursuant to Section 12(g) tfie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405%08#curities Act.  Yed No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. YesO No

Indicate by check mark whether the registrant @b tiled all reports required to be filed by SectiB or 15(d) of the Securities Exchange Act of4193
during the preceding 12 months (or for such shqréeiod that the registrant was required to filehsteports), and (2) has been subject to suchyfilin
requirements for the past 90 days. Ye$ No O

Indicate by check mark whether the registrant iisnitted electronically and posted on its corpo¥aleb site, if any, every Interactive Data File
required to be submitted and posted pursuant te b of Regulation S-T (§232.405 of this chapderjng the preceding 12 months (or for such shorter
period that the registrant was required to submit@ost such files). YedXl No O

Indicate by check mark if disclosure of delinquilers pursuant to Iltem 405 of Regulation S-K (8§20%) is not contained herein, and will not be
contained, to the best of registrant’s knowledgealéfinitive proxy or information statements incorgted by reference in Part 11l of this Form 10-Kaoy
amendment to this Form 10-KX]

Indicate by check mark whether the registrantlage accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting comp&se
definitions of “large accelerated filer,” “accelezd filer,” and “smaller reporting company” in Ruléb-2 of the Exchange Act. (Check one):

Large accelerated file O Accelerated file| O
Non-accelerated file (Do not check if a smaller reporting compa Smaller reporting compar O
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExge Act). YesO No

The aggregate market value of the voting and namga@ommon equity held by non-affiliates of thgistrant as of June 30, 2014 was approximately
$98,050,000, based on the closing price of thestiggit's common stock on the NASDAQ Global Marketloat date.

The number of shares outstanding of the regissawmmon Stock as of February 23, 2015: 18,286,539
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References to Concert

Throughout this Annual Report on Form 10-K, the f@any,” “Concert,” “we,” “us,” and “our,” except veine the context requires
otherwise, refer to Concert Pharmaceuticals, Ind.its consolidated subsidiary, and “our boardigféadors” refers to the board of directors of
Concert Pharmaceuticals, Inc.

Forward-Looking Information

This Annual Report on Form 10-K contains forwardidimg statements regarding, among other thingsfudure discovery and
development efforts, our future operating resulid financial position, our business strategy, ath@ioobjectives for our operations. The
words “anticipate,” “believe,” “estimate,” “expettintend,” “may,” “plan,” “predict,” “project,” “would” and similar expressions are inten
to identify forward-looking statements, although ab forward-looking statements contain these idging words. You also can identify
forward-looking statements by the fact that theyndorelate strictly to historical or current facthere are a number of important risks and
uncertainties that could cause our actual resuigifter materially from those indicated by forwambking statements. These risks and
uncertainties include those inherent in pharmaceltesearch and development, such as adversésrasalir drug discovery and clinical
development activities, decisions made by the Bd®d and Drug Administration and other regulatartharities with respect to the
development and commercialization of our drug cdaigis, our ability to obtain, maintain and enfantellectual property rights for our drug
candidates, our ability to obtain any necessamnioing to conduct our planned activities and ottsérfactors. We may not actually achieve
the plans, intentions or expectations discloseslinforward-looking statements, and you shouldph@te undue reliance on our forward-
looking statements. Actual results or events cdiffér materially from the plans, intentions angegtations disclosed in the forwdibking
statements we make. We have included importandfaat the cautionary statements included in this#al Report on Form 10-K,
particularly in the section entitled “Risk Factois”Part | that could cause actual results or essemtliffer materially from the forwarlboking
statements that we make. Our forward-looking statémdo not reflect the potential impact of anyfatacquisitions, mergers, dispositions,
joint ventures or investments that we may makeekmtequired by law, we do not undertake any ofitigao publicly update any forwe-
looking statements.
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Item 1. Business
OVERVIEW

We are a clinical stage biopharmaceutical compamyyang our extensive knowledge of deuterium chémito discover and develop novel
small molecule drugs. Our approach starts with @t drugs, advanced clinical candidates or presWostudied compounds that we believe
can be improved with deuterium substitution to jle\better pharmacokinetic or metabolic propertiesteby enhancing clinical safety,
tolerability or efficacy. We believe our approachyrenable drug discovery and clinical developmieat is more efficient and less expensive
than conventional small molecule drug researchdavelopment.

We have a robust pipeline of wholly owned and dmitation programs. We currently have five clinicahdidates that have the potential to
address important medical needs.

The following summarizes our clinical developmerdgrams:

. AVP-786 is a combination of a deuterium-suloggitl dextromethorphan analog and an ultra-low dbsginidine being investigated for
treatment of neurologic and psychiatric disorder/s. granted Avanir Pharmaceuticals, Inc., or Avaaiorldwide license to develop
and commercialize deuterated dextromethorphan gsailocluding the analog in AVP-786. Subsequemiuioagreement, Avanir was
acquired by Otsuka Pharmaceutical Co., Ltd. Avandonducting a Phase 2 clinical trial of AVP-786am adjunctive treatment for
major depressive disorder and also has announeed py advance AVP-786 into Phase 3 testing faatgn associated with
Alzheimers disease, following agreement with the UnitedeSt&tood and Drug Administration, or FC

. CTP-499 is a novel, potential first-in-clagsatment for diabetic nephropathy that we are dgiefpas an additive treatment to the
current standard of care. We have completed a Phelical trial and plan to seek one or more aodirators for future development of
CTF-499 in diabetic nephropath

. CTP-354 is a novel, potential first-in-classnrsedating treatment for spasticity that we aitéalty developing for use in patients with
spinal cord injury and in patients with multipldesosis to address a significant unmet medical medidese markets. We have
conducted Phase 1 clinical trials and intend taloehadditional nc-clinical studies prior to initiating Phase 2 cliai¢esting.

. CTP-730 is a product candidate for the treatroéimflammatory diseases that is being developder a worldwide collaboration with
Celgene Pharmaceuticals, Inc., Celgene Interndtteenh and Celgene Corporation, together referoeastCelgene, to research, develop
and commercialize certain deuterated compoundshéitreatment of inflammation or cancer. In Septen#h14, we announced the
initiation of a Phase I clinical program with agl& ascending dose clinical trial designed to asHessafety, tolerability and
pharmacokinetics of CTP-730. The Phase 1 clinicadgiam is designed to also evaluate multiple asogrmibses of CTP-730 and is
expected to be completed in 20

. JZP-386 is a product candidate containing detated analog of sodium oxybate for the potemtiglitment of narcolepsy. We have
granted Jazz Pharmaceuticals Ireland Limited, zz Bdarmaceuticals, worldwide rights to develop @emmimercialize deuterated
sodium oxybate compounds, including JZP-386. Sodinybate is the active ingredient in Jazz Pharmtazads’ marketed drug Xyrem
® A second Phase 1 clinical trial evaluating B&8-was initiated in the first quarter of 2015,nitata expected in the second quart
2015 which will inform the next steps in the deymteent of the progran

Our DCE Platforn®, or deuterated chemical entity platform, compribesproprietary know-how, technigques and infororathat we have
accumulated since our inception in 2006, enabléas efficiently identify compounds for deuteratiand to design, evaluate, develop and
manufacture deuterated compounds. We are utiliaindd CE Platform to discover and develop produadidates for a variety of indicatior
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We believe that our application of deuterium chemit substitute deuterium for hydrogen, whichnefer to as deuteration, is an efficient
way to build on existing knowledge to create impottnew medicines. Deuterium is similar to hydrogesize and shape. However,
deuterium differs from hydrogen in one pharmacalifiamportant respect—deuterium forms a more stablemical bond with carbon. This
increased stability has the potential, throughsiective substitution of deuterium for hydrogenimiprove pharmacokinetic and metabolic
properties without changing a compound’s intrifsaogical activity.

In our drug discovery and development processequid on existing information regarding the copesding non-deuterated compound.
This allows us to efficiently identify lead compalsiand, in some cases, shorten the amount of #&messary to initiate clinical trials as
compared to conventional small molecule drug reseand development. In clinical development, wéehel that the FDA and comparable
foreign regulatory authorities may allow some of oompounds that are deuterated analogs of appunestiicts, or of compounds for which
approval is pending, to follow an expedited deveiept pathway by relying on previous clinical andglinical data related to the non-
deuterated compound. For example, in June 2013iAweported that the FDA agreed to an expeditegid@ment pathway for AVP-786,
permitting Avanir to reference data from its deyehent of dextromethorphan and quinidine in its Btigational New Drug application, or
IND, and any future New Drug Application, or NDAyrfAVP-786.

OUR STRATEGY

Our strategy is to apply our extensive knowledgdefterium chemistry to discover, develop and coroiakize novel small molecule drugs.
Key components of our strategy include:

. Rapidly advancing our deuterated product candid. We seek to reduce the time and cost associatbccemventional small molecule
drug research and development by capitalizing erktftown activity, safety, efficacy or developmeistdry of the non-deuterated
analogs of our product candidates. Leveragingkihiaviedge, we have been able in a number of owgrpros, including CTP-499, to
advance compounds from initial synthesis to clingaluation in less than two years. We also sealetelop product candidates that
may be eligible for an expedited development oulagry pathway, such as reported by Avanir for ~786.

. Efficiently assessing deuterium effects in Phasknical trials. We believe that important attributes of our comptsyrin particular
deuterium analogs of approved drugs with well-ustierd efficacy parameters, can be assessed quinklyvith limited investment in
Phase 1 trials. We will seek to rapidly move int@mge 1 trials with our deuterium-modified compouttdassess the magnitude of
deuterium effects

Establishing collaborations to develop and comnadizé deuterated product candidat€ur current collaborations are focused on
deuterated analogs of one or more of our collabesaproprietary compounds. In these situationspemefit from our collaborators’
knowledge and experience with, and rights of refeeeto regulatory filings for, their correspondimgn-deuterated compounds. We n
establish similar collaborations in the future ahgb plan to enter into other collaborations toeasahe resources of larger
biopharmaceutical companies.

. Capitalizing on our DCE Platform to build a robysipeline of additional deuterated product candidgateur DCE Platform consists of
our proprietary know-how, techniques and informatid/e broadly apply our DCE Platform to approvedgd; advanced clinical
candidates or previously studied compounds. Weapdattly look to initiate development programs neas of significant medical need
and commercial opportunity. We believe we are chpabidentifying one to two novel deuterated compds per year that we can
advance into preclinical and early clinical develgmt while concurrently progressing our existinggtine.

. Retaining commercialization rights on a selectiasib and building a specialized commercializatiapability in the United StateWe
plan to use a combination of third party collabimmas and licensing and distribution arrangementsafocused in-house
commercialization capability to sell any of our guots that receive marketing approval. For the éthBtates, we plan to seek to retain
full commercializatior
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rights for products that we can commercialize witspecialized sales force and to retairpoamotion or similar rights, when feasible,
indications requiring a larger commercial infrasture. We plan to collaborate with other partiesdommercialization outside the
United States

. Expanding our broad patent estate covering deusgt@bompounds and related technolcSince our inception in 2006, we have
systematically sought, and continue to seek, totiffecompounds that can be improved through sieleaeuterium substitution and to
obtain patent protection for deuterated analoghesge compounds with the goal of establishing admroprietary position in this field.
We hold issued U.S. patents covering the compasdfanatter of each of our most advanced produatlictes. In addition, we own
issued patents or patent applications that clagrdtuterated analogs of more than 9C-deuterated compounc

DEUTERIUM: IMPLICATIONS FOR DRUG RESEARCH AND DEVEL OPMENT

The average adult human body contains approximatgygrams of deuterium. While essentially ideriticshydrogen in size and shape,
deuterium differs from hydrogen in that it contaamsadditional neutron. As a result, deuterium foamore stable chemical bond with
carbon than does hydrogen. The deuterium-carbod Isatypically six to nine times more stable thae hydrogen-carbon bond. This has
important implications for drug development becadisgy metabolism often involves the breaking ofregeén-carbon bonds.

'_._.._)

Deuterium
Substitution

~

)

Hydrogen

P !) Deutarium

Non-Deuterated Deuterated

Because deuterium forms more stable bonds withocadieuterium substitution can in some cases @ttey metabolism, including through
improved metabolic stability, reduced formatiort@fic metabolites, increased formation of desiretiva metabolites, or a combination of
these effects. At the same time, because deutalingaly resembles hydrogen, the substitution ofetaun for hydrogen has generally been
found not to materially alter the intrinsic biologl activity of a compound.

Deuterated compounds can generally be expectedaim hiochemical potency and selectivity simiatheir hydrogen analogs. The effect
any, of deuterium substitution on metabolic propsrare highly dependent on the specific molequisitions at which deuterium is
substituted for hydrogen. In addition, the metabeffects of deuterium substitution, if any, ar@radictable, even in compounds that have
similar chemical structures.

OUR DCE PLATFORM

Our DCE Platform consists of the proprietary knoswhtechniques and information that we have dewaapnce our inception in 2006.
Deuterated compounds can have an increased talfilthe body and increased systemic exposurerapaed to their corresponding non-
deuterated analogs, which we believe can leadneflie such as improved safety, efficacy, toleigbédnd convenience. Due to our
significant experience in
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deuterium chemistry and pharmaceutical researcidamnelopment, we believe we are well-positionedftiziently identify compounds that
can benefit from deuterium substitution and cregttimally deuterated product candidates.

We believe that our DCE Platform can enable dregaliery and clinical development that is more &fficand less expensive than
conventional small molecule drug research and deveént. Conventional drug discovery and developrasntengthy processes with high
failure rates. Relatively few molecules identifiecdrug discovery possess the beneficial pharmaémdbactivity and acceptable tolerability
and toxicity required to become clinically usefutdicines that address commercially important nedtisbelieve that our product candidates
may have a higher likelihood of becoming useful miegs because we selectively deuterate molechésare already known to be
pharmacologically activan vivoand have either been studied in humans or arelgloBemically related to such molecules. We belitha

our likelihood of success may be even greater $@€& which we have selectively deuterated analbgpproved drugs.

Our DCE Platform includes the following capabilijavhich we believe provide us with key competitigvantages:

Selection of attractive compounds for deuteratidie. identify candidate compounds for selective deatien through the efforts of a team tl
integrates chemistry, biology, medical, regulatimgllectual property and commercial expertise. Mgbeve our ability to choose appropriate
candidate molecules for selective deuteration isrgoortant competitive advantage. We apply our expee and know-how to identify
approved drugs, advanced clinical candidates afiquisly studied compounds that we believe can @ared with deuterium substitution to
provide better pharmacokinetic or metabolic prapsrand thereby enhance clinical safety, tolerigbili efficacy. We prioritize candidate
compounds based on medical need, commercial opptyrand competitive and patent landscapes. Webelihat we are capable of
identifying one to two novel deuterated compounelsygar that we can advance into preclinical dgyakent while concurrently progressing
our existing pipeline.

Medicinal chemistry and chemical and biologicatiteg of deuterated compouncWe have developed significant proprietary know-how
the design, synthesis, chemical analysis, bioaicalydssessment, preclinical evaluation and clirdeaelopment of deuterated compounds.
Our know-how includes the ability to:

. synthesize a wide range of chemical compoumalsihcorporate deuterium selectively at specifisipons and accurately analyze
deuterium content at those positio

. identify, through an efficient, iterative prase the deuterated compounds that possess impirovétb or in vivo metabolic or
pharmacokinetic properties relative to the corresing noi-deuterated compoun

. develop and apply bioanalytical methods to iifigand measure metabolites formed by itheitro andin vivo metabolism of deuterated
compounds; an

. understand how the effects of selective deutesubstitution may translate framvitro to in vivosystems and from non-human models
to humans

Manufacturing of deuterated compounByYy applying our manufacturing and analytical knoawhand capabilities, we are able to
reproducibly manufacture deuterated compounds.n@unufacturing capabilities include the ability to:
. manufacture, analyze and formulate deuterated cangmthat can be used in early stage clinicakt

. manufacture low kilogram quantities of deutedaactive pharmaceutical ingredients and produadidates suitable for early stage
clinical trials;

. transfer our methods to manufacturing vendorsaaatproduce mu-kilogram quantities of clinical trial materials;

. utilize a supply chain that we have built with niplk vendors that can provide deuterium reagerdsiermediates in commercial sc
guantities.
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Development opportunities using our DCE Platform

We apply our DCE Platform to create deuteratedogysabf:

. marketed drugs for their approved indications anpounds in clinical development for their targeitatications;

. marketed drugs for n-approved indications or compounds in clinical depetent for indications that were not previouslg&ed; anc

. previously studied compounds, or close analogetigthat were not, or are no longer being, dewado

Potential advantages of product candidates based @ur DCE Platform

We apply our DCE Platform to systematically iden@fpproved drugs, advanced clinical candidates@ripusly studied compounds for
which we believe we can improve or create clintmahefit through deuterium substitution. Potentéhlantages of our selective deuteration
include:

. Improved metabolic profileWe have selectively deuterated compounds and conasqoroduced by metabolism of other compounds,
which are called metabolites, to improve their rhet& profiles by reducing the formation of toxic reactive metabolites or by
increasing the formation of desired, active metid®relative to the corresponding non-deuteratedpound. The improved metabolic
profile may potentially reduce or eliminate unwahséde effects or undesirable drug interactions.@xample, Avanir has reported that,
compared to dextromethorphan, the deuterated degtiwrphan in AVP-786 required less quinidine, @afpelic inhibitor, to achieve
desired clinical blood levels in a Phase 1 clintcall.

. Improved oral bioavailabilityWe have selectively deuterated compounds to retfigcextent of undesired metabolism in the walhef t
intestines and in the liver, referred to as firasp metabolism. This resulted in a larger percentdginmetabolized drug reaching the
target site of action. Deuterated compounds withrovied bioavailability may be active at lower dogesr example, CTP-354 achieved
substantially higher blood levelsin vivo preclinical tests than did the corresponding-deuterated compound at an equivalent d

. Increased hatlife. We have selectively deuterated compounds to prdiesig pharmacokinetic profile, which is an increas the half-
life of the compound in the body. This may decreghsenumber of doses that a patient is requirddke per day or provide more
consistent exposure of the compound in comparigahnet corresponding non-deuterated compound. Fanpbe, in preclinicain vivo
testing,JZF-386demonstrated a prolonged pharmacokinetic profiteraduced variability relative to sodium oxybz

Potential for expedited discovery and developmentfaleuterated product candidates

We believe our approach of applying selective datiten using our DCE Platform has the potentighiovide a more efficient and less
expensive approach to developing new chemicalyeditiigs as compared to conventional small moledulg research and development.
reasons include:

. By building on the known activity, safety offiehcy of approved drugs, advanced clinical canigiar previously studied compounds,
we believe we can progress our product candidatesigh discovery and into clinical development mguéekly than in conventional
small molecule drug research and developmentnimaber of cases, including CTP-499, we have advhoompounds from initial
synthesis to clinical evaluation in less than tveang.

. We believe the FDA and comparable foreign ratuy authorities may allow some of our compou@s are deuterated analogs of
approved products, or of compounds for which apair@/pending, to follow an expedited developmeathpray by relying on previous
clinical data regarding the corresponding non-daikel compound. For example, in several instancediave received permission to
initiate earl-stage clinical trials with less extensive preclatievaluation than is typically required for a neliemical entity

6
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Also our collaborator Avanir reported agreeing vitie FDA to an expedited development pathway folPAR86 that would permit
Avanir to reference data from its development oftaenethorphan and quinidine in its IND, and antufa NDA, for AVF-786.

OUR PRODUCT CANDIDATES

The following table summarizes key information abouwr priority programs. All of these product cattates are small molecules designed for
oral administration.
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AVP-786

In February 2012, we granted Avanir an exclusiveldwide license to develop and commercialize dexést dextromethorphan analogs.
Subsequent to our agreement, Avanir was acquirédteyka Pharmaceutical Co., Ltd. and is now a whmNned subsidiary of Otsuka
America, Inc. Avanir is developing AVP-786, whicha combination of a deuterated dextromethorphalogrand an ultra-low dose of
quinidine, for the treatment of neurologic and gegtric disorders, including pain, behavioral dagns, mood disorders and movement
disorders. In February 2013, Avanir reported pesitiesults from a Phase 1 clinical trial of AVP-786June 2013, Avanir reported that the
FDA had agreed to an expedited development pattigrayVP-786. In August 2014, Avanir advanced AVP678to a Phase 2 clinical trial
for adjunctive treatment of major depressive disord

Avanir currently markets a combination of dextrohmephan and quinidine, NuedeXafor pseudobulbar affect, which is a neurological
condition characterized by involuntary, sudden smthetimes frequent episodes of laughing or cryiig quinidine in Nuedexta inhibits the
metabolism of dextromethorphan. Without a metabialiibitor such as quinidine, dextromethorpharaisidly metabolized by most humans,
limiting its effectiveness and resulting in the gation of metabolites that are harmful in largeoants. However, quinidine can cause heart
rhythm changes. As a result, it is preferable tnimize dosing of quinidine.

Avanir has also reported that it plans to integi@teevelopment of AVP-786 into its ongoing cliaicevelopment program for AVP-923, a
dextromethorphan and quinidine combination prodacididate. Avanir

7



Table of Contents

reported that AVP-786, which includes a lower dofkquinidine than AVP-923, provided approximatdig tsame pharmacokinetic exposure
of the active species as AVP-923 in a Phase Icalitiial. In October 2014, Avanir announced pesitiesults in its Phase 2 trial of AVP-923
for Alzheimer's agitation. Avanir announced that,aaresult of the successful trial, it has requkatmeeting with the FDA to discuss the
possibility of continuing development in this indion with AVP-786 in place of AVP-923 by relying ¢he Phase 2 trial results for AVP-
923.

In February 2013, Avanir reported the results cdredomized, double-blind, two-way crossover Phaslkinical trial of AVP-786 at a single
center in Australia to assess the pharmacokinetifile, safety and tolerability of single and mple doses of AVP-786 both with and without
quinidine. In this Phase 1 clinical trial, Avansad AVP-923 as a control. The first stage of thislyg included 36 healthy subjects. Twelve
additional subjects were enrolled in the secongestd the study. Avanir reported results indicatimat AVP-786 with a reduced dose of
quinidine relative to AVP-923 demonstrated a phamwkaetic profile comparable to AVP-923 with comglale safety and tolerability.

In August 2014, Avanir initiated a Phase 2 rand@ujzlacebo-controlled clinical trial to evaludte safety and efficacy of AVP-786 as an
adjunctive treatment in patients with major depkasdisorder.

Avanir has reported plans to expedite the compiedioone of its ongoing AVP-923 clinical trials goide development of AVP-786. Avanir
has stated that it intends to replace AVP-923 WiitiP-786 in future clinical evaluation. In addition, Aniahas stated that the FDA has agt
to an expedited development pathway for AVP-786 wwuld permit Avanir to reference data generatedng its clinical testing of AVP23
in its IND, and any future NDA, for AVP-786.

CTP-499
Overview

CTP-499 is a novel oral multi-subtype selectivabitbr of phosphodiesterases, which are enzymesatbdelieve play an important role in
chronic kidney disease in patients with type 2 dtab, a condition referred to as diabetic nephihgpate are developing CT#99 to slow th
progression of diabetic nephropathy in patientwiaicroalbuminuria, which is a high level of theda protein albumin in the urine and an
indicator of kidney damage. We are developing C8B-ds an additive treatment to the current standicdre for diabetic nephropathy,
angiotensin modulation, which is treatment withaagiotensin converting enzyme inhibitor or an ategisin receptor blocker. We have
completed a three-part Phase 2 clinical trial oPEM9 in which we enrolled patients with diabe®phropathy and macroalbuminuria who
were receiving standard-of-care treatment. We belibat CTP-499, if approved in this indications ltlae potential to address a substantial
commercial market opportunity. Despite the protecgffect of angiotensin modulators kidney disesgleprogresses in many diabetic
patients, and we estimate that each year over @@&tients with type 2 diabetes progress to engestadney failure in the United States. We
expect that we would conduct any large Phase &alitrial of CTP-499 in diabetic nephropathy idlaboration with one or more partners.

CTP-499 is a deuterated analog of 1-(S)-5-hydroxyh®&,7-dimethylxanthine, or HDX, an active metabmbf pentoxifylline. Pentoxifylline
was approved over three decades ago for the treahantermittent claudication, or lower limb pai@sulting from obstructed arteries, and
has a well-established safety profile. Investigaimonsored, single site clinical studies have atallipentoxifylline in chronic kidney disease
patients, including in patients with diabetes, where also simultaneously treated with an angiotensidulator. In most of these studies, the
investigator reported that patients experiencegtlaction in albuminuria. In some of these studid¢gch were conducted for at least 12
months, the investigator also reported a slowindeidine of kidney function in patients receivingnpoxifylline compared to the decline in
patients receiving placebo. We chose to develop-@3%because our preclinical research, combineld Mérature data, indicated that HDX,
rather than pentoxifylline, may be responsibletfa majority of these observed beneficial effeéfgemtoxifylline in humans.

8
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CTP-499 Phase 2 Clinical Trial

We have completed dosing in a Phase 2 placeboedteatrclinical trial of CTP-499 in patients withatietic nephropathy. In December 2014,
we completed dosing in an open-label extensionydtiiat was the last part of the Phase 2 trial palients enrolled in the clinical trial were
concurrently treated with angiotensin modulatotse primary objective of the trial was to evaludtte $afety and efficacy of CTP-499
administered in twice daily oral doses of 600 m@ icontrolled release formulation for a minimunRdfweeks. The primary endpoint was
measurement of changes in the urinary albumindatirine ratio, or UACR, at 24 weeks. Albumin iscenmon protein in the blood, and
appears in the urine when there is kidney damageeldreatinine levels are used to normalize measants of albumin excretion. Key
secondary endpoints were changes in serum creatamd estimated glomerular filtration rate, eactvioich is a measure of renal function,
and UACR, as well as safety, including incidencaaferse events, over 48 weeks.

We observed a favorable trend in the levels ofreesteatinine, a key secondary endpoint, after 48ks@f treatment with CTB99 compare
to placebo:

. The mean serum creatinine level in the 65 ptdieeceiving CTRH9 increased by 0.13 mg/dL compared to an increB8£21 mg/dL ir
the 58 patients receiving placebo through the 48ka®f treatment (p = 0.057

. Six out of the 58 patients receiving placelrol@.3%, experienced a 50% or greater increaserimscreatinine levels after 48 weeks
compared with one out of the 65 patients recei@id-499, or 1.5% (p = 0.026

These data may indicate a trend toward a slowdmaeaf kidney function in patients treated with B-A899 compared to those who received
placebo.

The primary endpoint of the trial was the chanderdt4 weeks in UACR. While the trial did not még@s endpoint, the data at 48 weeks
suggested a favorable trend in UACR for patientgireng CTP-499 as compared to placebo. At 48 wddRER in patients receiving CTP-
499 increased 24 mg/g from baseline compared 8a®y/g increase in patients receiving placebo Qp097). These data may indicate a
stabilization of UACR in patients treated with CB9 compared to those who received placebo.

The treatment effects observed at 48 weeks wengzanied by statistically significant improvemeintshe levels of certain key biomarkers
that are associated with the progression of dialetphropathy, such as urinary fibronectin plasoiagen 1V, kidney injury moleecule-1, or
KIM-1, and or tumor necrosis, or TNFRII, as wellasmarkers associated with tubule cell damageigifmmmation. Treatment with CTP-
499 resulted in 52% less urinary fibronectin (p.6081), 18% less plasma collagen IV (p = 0.022%p4éss plasma KIM-1, (p = 0.002) and
11% less plasma TNFRII (p = 0.0067) after 48 wemmpared to placebo. Importantly, KIM-1 and TNFBibmarkers have been shown in
independent, multi-year follow-up clinical trials be highly predictive of functional decline anskriof endstage renal disease in patients v
kidney disease. The positive effects of CTP-49%hase biomarkers were more pronounced in patiehtsbhegan the Phase 2 trial with
UACR levels that were above the median. This figdiras consistent with an earlier post-hoc analfssving that the lower increase in
serum creatinine as a result of CZ89 treatment was more evident in patients witthéidaseline levels of UACR. We may take theselts
into consideration in designing a potential Phas@aBfor CTP-499 in diabetic nephropathy.

Treatment with CTP-499 was generally well toleratgdstrointestinal events were reported more fretipién the CTP-499 arm, with mild to
moderate nausea being the most commonly reporett.eVhere were a total of 33 patients with attleag serious adverse event reported in
the trial; none of these serious adverse events judged by the investigators to be possibly relédestudy drug. These events occurred in
20% of patients receiving CTP-499 and 17% of p#gieeceiving placebo. Fewer patients dropped oth@fCTP-499 arm than the placebo
arm throughout the blinded parts of the study.
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In July 2014, we conducted an end of Phase 2 ntpeifith the FDA for CTP-499. During the meeting, @A indicated general agreement
with our proposed Phase 3 development plan progifiéxibility to conduct either two clinical trialwith CTP-499 or a single trial evaluating
two doses of CTP-499 compared to placebo. A redndti the rate of progression of renal disease uredsy a time-to-event analysis of the
composite confirmed increases in serum creatirgneafer than or equal to 50%) or incidence of eéagesrenal disease, versus placebo-
treated patients, was agreed to be an acceptabteBhendpoint to support filing a potential NDAe \@kpect to negotiate a Special Protocol
Assessment with the FDA in 2015. We intend to seplrtner to advance the development of CTP-4@ainetic nephropathy.

CTP-354

CTP-354 is a novel, potentially first-in-class, regdating treatment for spasticity that we aredlyt developing for use in patients with
spinal cord injury and patients with multiple sdgis. CTP-354 is a subtype selective GABreceptor modulator. GABA receptors are
found in the nervous system and, when activatetljae the transmission of certain nerve signals. &ABeceptors can possess one of a
number ofa subunits, includingt 1, a 2, a 3 anda 5. The pharmacological effects of activating a GAB#eceptor in the nervous system are
believed to depend mainly on which typecaubunit the receptor contains.

Several classes of widely used drugs target GABéceptors, including benzodiazepines such as diemép’alium). Benzodiazepines are
used for the treatment of anxiety, spasticity, neigension, insomnia, acute alcohol withdrawal seidures. Activation ofi 1 GABA a
receptors is believed to be mainly responsiblesémtation and ataxia, which is a lack of musclerobduring voluntary movements,
associated with benzodiazepine use, and may afgdlmate to their amnesiac and habituating effestdivation ofa 2, a 3 anda 5 GABA a
receptors is believed to cause other therapeutctsfof benzodiazepines, including anti-spasticityscle relaxation, anti-anxiety, anti-
seizure and potentially anti-pain activities. Sasteep agents, such as zolpidem (Amiigrand zaleplon (Sonafd), also target GABA.
receptors, but activate 1 GABA a receptors significantly more potently than the othsubtypes, which is believed to cause their
pronounced sedative properties. Based on thiceliprecedent as well as a variety of preclinicatigls, we believe that a compound that
activatesa 2, a 3 anda 5 GABA a receptors but does not significantly activatd GABA a receptors will have clinical effects similar in a
number of important respects to benzodiazepinelyding anti-spasticity, muscle relaxant, anti-sedzand potentially anti-pain effects, but
without the strong sedative effects of benzodiazegpi

CTP-354 is a deuterated analog of a compound désedvby Merck & Co. referred to as L-838417. L-8BB4vas found in preclinical animal
studies to possess certain therapeutic beneftteedfienzodiazepine class of drugs, but without fhreidominantly sedative effect. Merck
reported that, in vitro testing, L-838417 activated tloe2, a 3 anda 5 GABA a receptors, which are associated with anti-spagtioiuscle
relaxation, anti-anxiety, anti-seizure and, potahtj anti-pain activities, with approximately 408bthein vitro activity of a benzodiazepine,
with no significant activity at tha 1 GABA a receptors. Moreover, in a numberiofvivoanimal studies, L-838417 provided potent muscle
relaxant, anti-anxiety, anti-convulsant and antipctivity, without causing apparent sedationtaxea. In preclinical animal testing, Merck
identified pharmacokinetic limitations of L-8384f&lating to bioavailability and variability and diwht progress the compound into clinical
development. We designed CTP-354 to overcome thenpcokinetic limitations of L-838417 while retaigiits attractive pharmacological
profile.

We believe that CTP-354 has the potential to p@Wbrapeutic benefits without the limitations riséing spasticity therapies, which can
include severe sedative effects, toxicity, frequimging or invasiveness. Spasticity is a chronid@@n characterized by involuntary
tightness, stiffness or contraction of muscles ttaurs in patients who have damage to the braspioral cord. Spasticity can result from a
wide range of disorders, including multiple scléspspinal cord injury, cerebral palsy, amyotrophieral sclerosis, stroke and hereditary
spastic paraplegia. Symptoms can range from milscheutightness to more severe symptoms, includippling and painful inability to
move limbs that can result in disability and dirslmed quality of life.
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We have completed single and multiple ascending &bsse 1 clinical trials to evaluate the safetgrability and pharmacokinetics of CTP-
354 in healthy volunteers. We have also conductedase 1 positron emission tomography, or PET, iimgetgial to assess the brain GABA
receptor occupancy of CTP-354 following a singlsalor multiple dose of the compound in healthy ntdars. CTRR54 demonstrated high
favorable pharmacokinetics with low variability, seproportional exposure and a long half-life ia ody. We believe these results support
once-daily dosing, which would provide a substartigrovement on the three-times-daily dosing reggiiby current standard-of-care oral
spasticity medicines. In our Phase 1 clinical $i@TP-354 provided much higher levels of GAB£eceptor occupancy without causing
sedation than benzodiazepines at doses that dacaltygprescribed, which we believe supports theeptal of CTP-354 to be a non-sedating
treatment for spasticity. CTP-354 has been cliljadsessed in more than 100 healthy volunteersraatinent was generally well tolerated
with no serious adverse events.

In November 2014, we received preliminary three-thdaxicology data from a non-clinical vivo study of CTP-354 showing adverse
effects. In January 2015, we received study remamd$irming that significant adverse effects weneited to one of the two species studied.
We intend to conduct additional non-clinical stigdie further evaluate CTP-354 and assess CTP-8&4alopment profile before advancing
the compound into Phase 2 clinical testing.

CTP-730

In April 2013, we entered into a strategic worldaicbllaboration with Celgene related to deuteriwissituted compounds for the treatment
of inflammation or cancer. We are initially focugion one program; however, the collaboration hagtiential to encompass multiple
programs. In the initial program, we have sele@&é-730, a product candidate for the treatmentftdinmatory diseases. In September
2014, we announced the initiation of a single adeendose Phase 1 clinical trial designed to adbessafety, tolerability and
pharmacokinetics of CTP-730. The Phase 1 clinioadifam is designed to also evaluate multiple asogmibses of CTP-730 and is expected
to be completed in 2015. We are responsible foeldgment, at our expense, through the completiaingfie and multiple ascending dose
Phase 1 clinical trials.

JZP-386

In February 2013, we licensed to Jazz Pharmacdsitivtea commercial rights to deuterated analog®diusn oxybate, including JZP-386,
under an exclusive worldwide license agreementiUpodxybate is the active ingredient in Xyrem, agaription medicine marketed in the
United States by Jazz Pharmaceuticals to treabfwtlte key symptoms of narcolepsy, excessive dayslaepiness and cataplexy. For the
year ended December 31, 2014, Jazz Pharmaceutgaited Xyrem annual net sales of $778.6 milliscampared to net Xyrem sales
$569.1 million for year ended December 31, 2013.

In preclinicalin vivotesting, JZP-386 demonstrated a prolonged pharnraetik profile and reduced variability relativegodium oxybate.
We are responsible for conducting specified prédinand clinical activities for JZP-386 throughdancluding Phase 1 clinical trials. Jazz
Pharmaceuticals is responsible for manufacturiimgozll material and reimbursing us for certain sa@dsociated with our program-related
activities, subject to limitations specified in thgreement, including adherence within a particpéacentage to a development budget.
Following Phase 1 clinical trials, Jazz Pharmaaaisiis also responsible for conducting and funaihéurther development and
commercialization of JZP-386.

In July 2014, we and Jazz Pharmaceuticals annouhedditiation of the first-in-human Phase 1 dilitrial of JZP-386. The Phase 1
program is comparing JZP-386 to sodium oxybateugeptacebo in healthy volunteers. In December 2@&4and Jazz Pharmaceuticals
announced that Phase 1 clinical data generateatéostipports completing the Phase 1 evaluatioAR{3B6 at the originally planned highest
dose, which was not administered in the first PHasknical trial due to a technical dosing issesecond Phase 1 trial evaluating JZP-386 at
the originally planned highest dose was initiatethie first quarter of 2015 with data expectechim$econd quarter
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of 2015 which will inform the next steps in the dilpment of the program. JZP-386 is being treaseal &chedule | Controlled Substance by
the U.S. Drug Enforcement Agency, or DEA, and beegulated accordingly. See “—Government RegulatieRegulation of Controlled
Substances” for additional information.

Deuterated lvacaftor

We have selected deuterated ivacaftor for the piateareatment of cystic fibrosis as our next dalidevelopment candidate. Our preclinical
data indicates that several of our deuterium-enddin@caftor analogs possess improved pharmacakip@tameters relative to ivacaftor.
Cystic fibrosis is a life-threatening, hereditagngtic disease that primarily affects the lungsdigdstive system. The cause is a defect in the
gene that encodes for cystic fibrosis transmembecanductance regulator, a protein which regulatesponents of sweat, mucus and
digestion. According to the Cystic Fibrosis Foumatatan estimated 70,000 people worldwide havecyistrosis. Many people with the
disease can now live into their 30s and beyondindémd to advance our deuterated ivacaftor prograenclinical evaluation in the first half

of 2015.

OTHER PIPELINE OPPORTUNITIES

We have discovered a significant number of add#i@ompounds utilizing our DCE Platform that haw¢gmtial application in many differe
therapeutic areas, including central nervous systisorders, genetic diseases, renal disease, imitdary disease and cancer. We are
evaluating these programs for possible further lbgwaent, either by us alone or in collaborationhwéhother party.

COLLABORATIONS

We are party to a number of collaborations forrésearch, development and commercialization ofedtatéd compounds. Through
December 31, 2014, we had received an aggreg&®08£9 million in upfront and milestone paymentgjigy investments and research and
development funding from current and former collations. Under our current collaborations, whioh éescribed below, we have the
potential to receive up to $1.6 billion in futurél@stone payments, including over $1.2 billion @search, development and regulatory
milestones, as well as royalties on any futurepnetiuct sales.

Celgene

Overview.n April 2013, we entered into a master developnaent license agreement with Celgene, which is pilyjnfbcused on the
research, development and commercialization ofiipdaeuterated compounds targeting inflammationamcer. The collaboration is

initially focused on one program, but has the piiéito encompass up to four programs. For théainirogram, we granted Celgene an
exclusive worldwide license to develop, manufacamd commercialize deuterated analogs of a selectiedeuterated compound and cer
close chemical derivatives thereof. We further grdrCelgene licenses with respect to two additipnadrams and an option with respect-
third additional program. We and Celgene have ahjosethe non-deuterated compounds for each ofabetlditional license programs. For
the option program, Celgene may select the nonedetetd compound at a later time, which, unlessrotibe agreed by us, will be limited to a
compound for which Celgene possesses exclusivesrig¥ith respect to the two additional license pangs, we granted Celgene an upfront
exclusive worldwide license to develop, manufacamd commercialize deuterated products that codiaiierated analogs of the agreed non-
deuterated compounds. Celgene is restricted frdinimng their research, development and commeizaion rights under each of these
upfront licenses, unless, with&@ven years after the effective date of the agragr@elgene pays us a license exercise fee. Ifedelgloes n
elect to pay the license exercise fee during thiersgear period, the license will expire. With resjto the option program, once a compound
is selected, Celgene may exercise its option byngays an option exercise fee within seven yeath®effective date of the agreement, and
upon Celgene’s exercise of the option we will gtantelgene an exclusive worldwide license to dgveinanufacture and commercialize
deuterated products that contain deuterated anafdhe selected non-deuterated compound.
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Research Obligation'We are responsible for conducting and funding neseand early development activities for the inieogram at our
own expense pursuant to mutually agreed upon dpredat plans. This includes the completion of siragld multiple ascending dose Pha:
clinical trials and any mutually agreed upon additil Phase 1 clinical trials, as set forth in teeedopment plan and approved by the joint
steering committee for the collaboration.

We do not have any obligation to conduct any resear development activities for any of the additibprograms unless and until Celgene
exercises its rights with respect to such prograthgays us the applicable exercise fee. If Celgameecises its rights with respect to any
additional program and pays us the applicable ésefee, we are responsible for conducting reseamdndevelopment activities at our own
expense pursuant to mutually agreed upon developpteams until the completion of the first Phasdidical trial, which will be defined in
each development plan on a program-by-program baséldition, if Celgene exercises its rights witispect to the option program and pays
us the applicable exercise fee, we are responfgibleeking to generate a deuterated compoundifical development in the selected opt
program at our own expense.

Celgene is responsible for all development costis meispect to the initial program beyond the PHasknical trials that we conduct. If
Celgene exercises its rights with respect to awmljtiatial program, Celgene will be solely resporssifar all research, development and
commercialization costs for such program followithg completion of the first Phase 1 clinical tfia such program.

Following its assumption of responsibility for dés@ment costs of a product candidate, Celgeneysimed to use commercially reasonable
efforts to develop, obtain regulatory approvaldod commercialize the product candidate until giroh, if any, as Celgene determines in its
reasonable discretion based on comparative méfratghat product candidate does not represerstantial improvement over the
corresponding non-deuterated compound.

GovernanceOversight of the development program for each aategf licensed products under the agreement idegliby separate joint
steering committees. There is likewise a joint pat®mmittee to discuss and guide all matters figr@atents owned by or licensed to us
relating to the licensed products.

PaymentsUnder the terms of the agreement, we received aefomdable upfront payment of $35.0 million. Indé@n, we are eligible to
earn up to $23.0 million in development milestoagrpents, including $8.0 million related to the cdatipn of a Phase 1 clinical trial, up to
$247.5 million in regulatory milestone payments apdo $50.0 million in sales-based milestone paymeelated to products within the
initial program. If Celgene exercises its rightshaiespect to either of the two additional licepsegrams, we will receive a license exercise
fee for the applicable program of $30.0 million amifl also be eligible to earn up to $23.0 milliendevelopment milestone payments and up
to $247.5 million in regulatory milestone paymefutsthat program. Additionally, with respect to oofethe additional license programs we
are eligible to receive up to $100.0 million inesabased milestone payments based on net salesdafgps, and with respect to the other
additional license program we are eligible to reeeip to $50.0 million in sales-based milestoneneayts based on net sales of products. If
Celgene exercises its option with respect to thmogrogram in respect of a compound to be iderdtiat a later time, we will receive an
option exercise fee of $10.0 million and will béélle to earn up to $23.0 million in developmerntastone payments and up to $247.5
million in regulatory milestone payments.

In addition, with respect to each program, Celgsmequired to pay us royalties on worldwide néésaf each licensed product at defined
percentages ranging from the mid-single digitote double digits below 20%. The royalty term focledicensed product in each country is
the period commencing with first commercial saleéhaf applicable licensed product in the applicablentry and ending on the latest of
expiration of specified patent coverage, expirabbregulatory exclusivity or 10 years followingramercial launch. The royalty rate is
reduced, on a country-by-country basis, during@eryod within the royalty term when there is nogpeitclaim or regulatory exclusivity
covering the licensed product in the particularntou
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Exclusivity RestrictionsDuring the term of the agreement, we may not reteaevelop or commercialize, or grant or offegtant a third
party a license to research, develop or commezeiadiny licensed product, and with respect to gi®o program, certain products that
Celgene has the right to select as an option ptpdtier than pursuant to the agreement.

Term and TerminationThe agreement will expire upon the later of thees#ly anniversary of the effective date of the ape® and the
expiration of all royalty terms with respect to Bdicensed product in each country. Celgene hasghéto terminate the agreement, in whole
or only with respect to a particular licensed prdgdupon 60 days prior written notice to us. Thesagient may also be terminated by us ir
event of an uncured material breach by Celgerteelagreement is terminated for any reason, tkadies granted by us to Celgene will
terminate and specified rights to licensed prodwuitisrevert to us.

Avanir

Overview.In February 2012, we entered into a developmentiaadse agreement with Avanir under which we gedrvanir an exclusive
worldwide license to develop, manufacture and coroialize deuterated dextromethorphan containinglpets. Subsequent to our
agreement, Avanir was acquired by Otsuka Pharmae¢@o., Ltd. and it is now a wholly owned subaigi of Otsuka America, Inc. Avanir
is initially focused on developing AVP-786, whicha combination of a deuterated dextromethorphatogrand an ultra-low dose of
quinidine, for the treatment of neurologic and estric disorders.

Research Obligation®Under the agreement, upon Avanir's request, we wbligated to provide research and developmenicaEswith
respect to licensed products pursuant to an agmeewd research and development plan until thedicseptance of an IND for any licensed
product filed by Avanir, which occurred in July 200We are obligated to use commercially reasoneftidets to conduct and complete the
activities assigned to us under the agreement. iRimrequired to use commercially reasonable &ftry develop and commercialize licensed
product candidates for specified numbers of indicetin the United States, European Union and Jafaamir is responsible for funding
100% of our research and development costs incumddr the development plan or for activities carted at Avanir’s request, including
pass-through costs and a rate per full-time egentabr FTE, year of our employeéishe, which we mutually agreed to, subject to latidins
specified in the agreement. However, Avanir is entlly conducting all research and development gietsvwithout our services.

GovernanceQOur collaboration with Avanir is guided by a josteering committee. There is likewise a joint patammmittee to discuss and
guide all matters for any patents owned by or keehto us relating to the licensed products orratise filed with respect to certain
inventions within the scope of the collaboration.

PaymentsUnder the agreement, we received a non-refundaiftent payment of $2.0 million, a milestone paymeh$2.0 million in 2013,
and a milestone payment of $2.0 million in 2014. &ve also eligible to earn, with respect to licehgmducts comprising a combination of
deuterated dextromethorphan and quinidine, up 1@ 8#lion in development milestone payments relateinitiation of dosing in a Phase 3
clinical trial for AVP-786, up to $37.0 million iregulatory and commercial launch milestone paymantsup to $125.0 million in sales-
based milestone payments. In addition, we arebddidor higher development milestones, up to antaxtal $43.0 million, for licensed
products that do not require quinidine. Avanirusrently developing deuterated dextromethorphag omtombination with quinidine. Avan
also is required to pay us royalties at defined@etages ranging from the mid-single digits to ouble digits below 20% on worldwide net
sales of licensed products. The royalty term fahd&censed product in each country is the permdmencing with first commercial sale of
the applicable licensed product in the applicablentry and ending on the later of expiration ofcfied patent coverage or 10 years
following commercial launch. The royalty rate islueed, on a country-by-country basis, during amjogewithin the royalty term when there
is no patent claim covering the licensed produ¢h@particular country.
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Exclusivity RestrictionsDuring the term of the agreement, neither we noawmay research, develop or commercialize angyorbthat
contains deuterated dextromethorphan or grantfer aflicense under any deuterated dextromethorppedific intellectual property, other
than pursuant to the agreement. We are also subjeettain additional exclusivity restrictionsse forth in the agreement, including certain
restrictions on the development, commercializatind licensing of deuterated dextromethorphan asakgh as C-10068, for the treatment
of pseudobulbar affect or behavioral symptoms imeietia patients.

Term and TerminationThe agreement will expire on a licensed productitsnsed product and country-by-country basis endéite of the
expiration of the applicable royalty term with respto each licensed product in each country. Ratlg the earlier of the completion of a
specified Phase 2 clinical trial milestone or theand anniversary of the effective date of the egent, Avanir has the right to terminate the
agreement upon 90 days prior written notice to/Nis.may terminate the agreement if Avanir ceaseletelop or commercialize licensed
products and does not recommence development anecocialization efforts following our notice to AvianThe agreement may also be
terminated by either Avanir or us in the eventuacured material breach by the other party.

If the agreement is terminated for any reasonlite@ses granted by us to Avanir will terminatertkar, if the agreement is terminated, other
than by Avanir as a result of our material breakcthe agreement, specified rights to licensed petsiwill revert to us and Avanir will be
required, following our request, to grant us an&e under specified intellectual property contbllg Avanir and related to licensed products.
If the termination takes place after the completiba Phase 2 clinical trial for a licensed prodwet are required to pay a royalty on our net
product sales of licensed products until such tamévanir has recovered a multiple of the out-ofket expenses paid by Avanir to develop
the licensed product prior to termination of theemgnent. If the termination takes place after Avhas generated Phase 3 clinical data, we
are generally restricted for a specified periotiag following termination from marketing any licgsd product that is approved by the
applicable regulatory authority based on the PBad@ical data generated by Avanir.

Jazz Pharmaceuticals

Overview.In February 2013, we entered into a developmentiaadse agreement with Jazz Pharmaceuticals ¢arels, develop and
commercialize products containing deuterated sodixyate, or D-SXB. We are initially focusing oneoanalog, designated as JZP-386.
Under the terms of the agreement, we granted Jaamfaceuticals an exclusive, worldwide, royalty+bplicense under intellectual
property controlled by us to develop, manufacturg eommercialize D-SXB products including, but hwiited to, JZP-386.

Research Obligation:\We, together with Jazz Pharmaceuticals, are coimducertain development activities for a Phasdriaal trial with
respect to JZP-386 pursuant to an agreed uponajeweht plan. We are responsible under the developpien for conducting a Phase 1
clinical trial with respect to JZP-386. Thereaftur obligations to conduct further developmenivé@s are subject to mutual agreement.
Jazz Pharmaceuticals has assumed all manufactespgnsibilities. Pursuant to the agreement, ostisdor activities under the development
plan, including pass-through costs and the costsipEmployees’ time at a rate per full-time eqlémayear of our employees’ time, which
we mutually agreed to, are reimbursed by Jazz Phagaiicals, except for the costs of an additiomalsié 1 clinical trial that was initiated in
the first quarter of 2015, which will be sharedvibetn Jazz Pharmaceuticals and us. This reimburd¢esngubject to limitations specified in
the agreement, including adherence within a pdaiquercentage to the development budget. Undeadheement, Jazz Pharmaceuticals is
subject to specified diligence obligations regagdime development and commercialization of licerzediucts.

GovernanceOur collaboration with Jazz Pharmaceuticals is gdiby a joint steering committee and a joint patemimittee.
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PaymentsUnder the agreement, we received a non-refundaiftent payment of $4.0 million and we are eligibdeearn an aggregate of up
to $8.0 million in development milestone paymentsto $35.0 million in regulatory milestone paynseand up to $70.0 million in sales-
based milestone payments based on net productafdiesnsed products. In addition, Jazz Pharmacalstis required to pay us royalties at
defined percentages ranging from the mid-singlé&sltg low double digits below 20%, on a countrydnuntry and licensed product-by-
licensed product basis, on worldwide net produletssaf licensed products. The royalty term for eldmdnsed product in each country is the
period commencing with first commercial sale of #pplicable licensed product in the applicable ¢éguand ending on the later of the
expiration of specified patent coverage or 10 yéatswing commercial launch. The royalty ratedsviered, on a country by country basis,
under certain circumstances as specified in theemgent.

Exclusivity RestrictionsDuring the term of the agreement, subject to exoaptspecified in the agreement, we may not granffer a licenst
or other rights to a third party with respect toresearch, develop, manufacture or commercidz8XB compounds, licensed products,
sodium oxybate or any compounds that are stru¢yusatilar to and have substantially similar bioilog activity to D-SXB.

Term and TerminationThe agreement will expire on a licensed productitsnsed product and country-by-country basis endéite of the
expiration of the applicable royalty term with respto each licensed product in each country. Bazgmaceuticals may terminate the
agreement, on a country-by-country basis or ierit$rety, upon 90 days prior written notice to W& may terminate the agreement upon
written notice to Jazz Pharmaceuticals if Jazz mhaeuticals decides to permanently cease develdmndrcommercialization of all licens
products. We may also terminate the agreemenzif Baarmaceuticals has abandoned development oneaialization activities for
licensed products and following notice from us deesresume development or commercialization a@tvi The agreement may also be
terminated by either party in the event of an uadunaterial breach by the other party.

If the agreement is terminated for any reasonlite@ses granted by us to Jazz Pharmaceuticalsr@sgiect to DEXB products will terminat
and specified rights to licensed products will it¥e us. In addition, at our request, both panwdkenter into good faith negotiations to ag
upon commercially reasonable royalties payabledfoua non-exclusive license under intellectualpgrty controlled by Jazz
Pharmaceuticals, and made in the course of devgjdjgensed products, to develop, manufacture antheercialize licensed products.

Following termination of the agreement with respgeca country or countries, but not in its entirdty Jazz Pharmaceuticals for Jazz
Pharmaceuticals’ convenience, Jazz Pharmaceutieprovide us written notice that it desires tatoae or recommence development and
commercialization of licensed products in such ¢guar countries, in which event Jazz Pharmacelstitiaense with respect to D-SXB
products in such country or countries and corregjpgnpayment obligations under the agreement \eilidinstated except in specified
circumstances in which we have previously notifledz Pharmaceuticals of our intent to develop ormercialize licensed products in such
country or countries either directly or throughhad party licensee.

INTELLECTUAL PROPERTY

We protect our product candidates through the @ipatents, trade secrets and careful monitoringuofproprietary know-how. Our patents
and patent applications, if they issue as patémtgur lead programs expire between 2028 and 2034.

AVP-786

We hold U.S. patents covering the composition oftenaand methods of use of the deuterated dexttwmnghan analog that comprises AVP-
786. These patents have expirations from 2028 30.20/e also have a pending U.S. patent applicatimering methods of use of certain
other dextromethorphan compounds. We have correépgissued patents in Europe and Japan that exp2@28. We have granted
exclusive licenses under these patent rights tova
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CTP-499

We hold a U.S. patent that covers the compositfanaiter of CTP-499 and related compounds. Thismiagxpires in 2029. We also have
pending U.S. patent applications that cover CTPat8®related compounds. We have two patent apigitator CTP-499 in Europe and two
issued patents in Japan that cover the composifiomatter of CTP-499. Patents that issue from thegean patent applications would expire
in 2029 and 2030. The issued Japanese patente éx@@029 and 2030. We have retained all of the-@9® patent rights.

CTP-354

We hold U.S. patents covering the composition oftenaf CTP-354 and related compounds as well asmpaceutical compositions and
methods covering CTP-354 and related compoundselpatents expire in 2029. We also have a pendiBgpatent application. We have
corresponding issued patents in Europe and Japaesthire in 2029. We have retained all of the (GBR-patent rights.

JZP-386

We hold a U.S. patent covering the composition after of deuterated analogs of sodium oxybateudioly JZP-386, and their methods of
use for treating certain diseases and disordeskidimg narcolepsy, as well as a corresponding tb8tinuing application. The expiration of
this patent and this application occur in 2030. Mgkl a corresponding European patent that expir@®380. We also have patent applications
in the United States, Europe and Japan that c@r4386 and related compounds and their methodseofar treating certain diseases and
disorders, including narcolepsy that, if issueduldcexpire in 2032. We have granted exclusive Besnunder these patent rights to Jazz
Pharmaceuticals.

Celgene Collaboration

We hold U.S. patents and a U.S. patent applicatimering the composition of matter of deuterateal@gs of one of the compounds that we
have exclusively licensed to Celgene and U.S. pafgplications covering other compounds that weehexclusively licensed to Celgene. 1
patents expire in 2030 and the patent applicatibrssued as patents, would expire between 2022834. We also have provisional U.S.
patent applications for compounds that we haveuskatly licensed to Celgene. We have issued pateriarope and Japan for compounds
that we have exclusively licensed to Celgene tkpire between 2029 and 2034.

D-Ivacaftor

We hold a U.S. patent covering the composition after of deuterated analogs of ivacaftor and aesponding U.S. continuing application.
The expiration of this patent and this applicatbmeur in 2032. We have corresponding patent agpicsin Europe and Japan that, if issued,
would expire in 2032. We have retained all of teatérated ivacaftor patent rights.

Other Product Candidates

We also have patent portfolios that are relatel namber of other programs. These patent portfaliesvholly owned by us. These include
issued patents or patent applications that claintedlated analogs of more than 90 non-deuterategsdmd drug candidates.

The term of individual patents depends upon thellegm of the patents in the countries in whickytare obtained. In the United States and
other countries in which we file, the patent tee20 years from the earliest date of filing a noovfsional patent application.

Under U.S. patent law, the patent term may be eletgy patent term adjustment due to certain fedlaf the U.S. Patent and Trademark
Office to act in a timely manner. The patent tefra patent that covers an FDA-approved drug may la¢seligible for patent term extension,
which permits patent term restoration as
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compensation for the patent term lost during thé F&gulatory review process. The Hatéfaxman Act permits a patent term extension ¢
to five years beyond the expiration of the pat&he length of the patent term extension is relédetie length of time the drug is under
regulatory review. Patent extension cannot exteedémaining term of a patent beyond a total ofdars from the date of product approval
and only one patent applicable to an approved draig be extended. Similar provisions are availablgeurope and other non-U.S.
jurisdictions to extend the term of a patent tlaters an approved drug. In the future, if and wh@npharmaceutical products receive F
approval, we expect to apply for patent term ext@rsson patents that we believe are eligible fahsextension. We also intend to seek pz
term extensions in other jurisdictions where theseavailable. However, there is no guaranteettigaapplicable authorities, including the
FDA, will agree with our assessment of whether sexdiensions should be granted, and even if gratitedength of such extensions.

We also rely on trade secrets and careful monigooinour proprietary knowow to protect aspects of our business that aramenable to, ¢
that we do not consider appropriate for, patentgutoon, including our DCE Platform, such as:

. our methods of evaluating candidate compoundsédatetation

. our bioanalytical methods for identifying an@asuring metabolites formed by tihevitro andin vivo metabolism of deuterated
compounds

. our analytical methods for evaluating how stecdeuterium substitution affects different phaookinetic and metabolic parameters in
in vitro andin vivosystems; an

. our methods to determine the degree of deuterilmstigution in compounds we manufactt

MANUFACTURING AND SUPPLY

We have developed the internal capability to mactufa up to low kilogram quantities of deuteratetivee pharmaceutical ingredients for use
in Phase 1 clinical trials. Our manufacturing féigibccupies approximately 700 square feet at aatlify in Lexington, Massachusetts.

While our manufacturing capabilities can suppor$thl clinical trials, we currently rely, and expeccontinue to rely, on third parties for
the manufacture of product candidates for our cdihirials. We obtain these manufacturing servigeduding both the manufacture of the
active pharmaceutical ingredients and finished gmagiuct, on a purchase order basis and have tereeninto long-term contracts with any
of these third party manufacturers. We expectlyoar third parties for commercial manufacturing &my of our product candidates that
receive marketing approval.

We have successfully transferred the methods wénuser internal manufacturing to our third partamafacturers, allowing them to produce
multi-kilogram quantities of clinical trial matelsawith similar efficiency as we manufacture compdsiinternally. If any of our third party
manufacturers should become unavailable to usrpr@ason, we believe that there are a numbertehgal replacements, although we
might incur some delay in identifying and qualifgisuch replacements.

We believe that all of the deuterium that we usmanufacturing our product candidates is curred#isived, directly or indirectly, from
deuterium oxide. For most of our deuterium suppéyrely on bulk supplies of deuterium oxide, which eurrently source from multiple
suppliers, including two located in North Americae of which is in the United States. In ordemtiginationally transport any deuterium
oxide that we purchase from foreign suppliers, evegur U.S. supplier, may be required to obtairegmort license from the country of origin
and we may be required to obtain an Internatiomaldrt Certificate from the country of destinatidte are also generally required to obtain
an export license from the Nuclear Regulatory Cossion before shipping deuterium oxide from the &bhiBtates to any contract
manufacturer in another country. Each of these hetus specifies the maximum amount of deuteriurdeo#iat we, or our suppliers, are
permitted to either import or export. In particyliar order to obtain additional supplies of deutsrioxide from one of the foreign suppliers
from which we
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have previously purchased deuterium oxide, thelgrmppill be required to obtain an additional explicense from the country of origin and,
as part of the export license application processmay be required to obtain a U.S. import cedific While we and our suppliers have
obtained similar licenses and certificates in thstpwe or our suppliers may not be able to oliteém in the future in a timely manner or at
all.

Certain of our manufacturing processes for our pecbdandidates incorporate deuterium by using datge chemical intermediates or
reagents that are derived from deuterium oxide ti@ideuterated chemical intermediates and reageatare not subject to the license
requirements applicable to deuterium oxide. Howether manufacturer of the deuterated chemicalime€liate or reagent may themselves be
required to obtain deuterium oxide under applicdibEnsing requirements. Most of the manufactuoéthiese deuterated chemical
intermediates and reagents are not located in dearthat produce bulk quantities of deuterium exitiherefore, our ability to source these
deuterated chemical intermediates or reagentdefiend on the ability of these manufacturers tainlteuterium oxide from other countri

We purchase our raw materials on a purchase oed#s bnd have not entered into long-term contraittsany of these third party suppliers.
We believe that the raw materials for our prodactdidates are readily available and that the dostamufacturing for our product candidates
will not preclude us from selling them profitablffapproved for sale.

COMMERCIALIZATION

We have not yet established a sales, marketingogtugt distribution infrastructure. We plan to aseombination of third party collaboration,
licensing and distribution arrangements and a feduss-house commercialization capability to sell ahour products that receive marketing
approval. With respect to the United States, wa pbaseek to retain full commercialization rights products that we can commercialize v
a specialized sales force and to retain co-promaiicsimilar rights when feasible in indicationgu&ing a larger commercial infrastructure.
We plan to collaborate with third parties for conmoiglization in the United States of any produbist require a large sales, marketing and
product distribution infrastructure. We also plarcollaborate with third parties for commercialiratoutside the United States.

We plan to build a marketing and sales managenrgan@ation to create and implement marketing agiias for any products that we mar
through our own sales organization and to overadesapport our sales force. We expect the respititistbbof the marketing organization
would include developing educational initiativegtwiespect to approved products and establishiatjgrships with thought leaders in
relevant fields of medicine.

COMPETITION

The biotechnology and pharmaceutical industriechagacterized by rapidly advancing technologietgrise competition and a strong
emphasis on proprietary products. Any product adateis that we successfully develop and commereialit compete with existing

therapies and new therapies that may become alaifathe future. There are a number of large pla@eutical and biotechnology companies
that currently market and sell products or are yngsthe development of product candidates foitts@tment of neurologic disorders, diab
nephropathy, spasticity, inflammation and canced, @stic fibrosis, the key indications for ourguity programs. Several large
pharmaceutical and biotechnology companies hawebagun to cover deuterated analogs of their prochrdidates in patent applications
and may choose to develop these deuterated compoumnaddition, we know of one biotechnology compakuspex Pharmaceuticals, Inc.,
and possibly two others, DeuteRx LLC and Berolimaovative Research and Development Services Ph@mizH, that are developing
product candidates based on deuterium substituBiotential competitors also include academic imstihs, government agencies and other
public and private research organizations.

Many of our existing and potential future compestbave significantly greater financial resources expertise in research and development,
manufacturing, preclinical testing, conducting idal trials, obtaining regulatory approvals and keding approved products than we do.
Mergers and acquisitions in the pharmaceutical and
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biotechnology industries may result in even mos®ueces being concentrated among a smaller nunfiloer aompetitors. Smaller or early
stage companies may also prove to be significampeditors, particularly through collaborative agaments with large and established
companies. These competitors also compete with tecruiting and retaining qualified scientific améinagement personnel and establishing
clinical trial sites and patient registration fdineal trials, as well as in acquiring technolag@mplementary to, or necessary for, our
programs.

The key competitive factors affecting the succdsslmf our product candidates, if approved, dkely to be their efficacy, product labeling,
side effect profiles, safety, convenience, pri@tipularly if there is generic competition, diféettiation from their corresponding non-
deuterated compounds when applicable, and theadildiy of reimbursement from government and otthénd party payors.

Our commercial opportunity could be reduced or &lated if our competitors develop and commercigtimeducts that are safer, more
effective, have fewer or less severe side effectsmore convenient or are less expensive thapucts that we or our collaborators may
develop. Our competitors also may obtain FDA oeotiegulatory approval for their products soonanttve or our collaborators may obtain
approval for ours, which could result in our conitoes establishing a strong market position befeeeor our collaborators are able to enter
the market.

In addition, we anticipate that some of the prodizctdidates that we or our collaborators may devedtl be deuterated analogs of approved
drugs, some of which are or will then be availadiiea generic basis. If such deuterated analogapmm®ved, we expect that they will comg
against branded and generic mdeuterated compounds in the same indications lasedhanced efficacy, safety or convenience ofndpdi
physicians do not believe that a product that weusrcollaborators develop offers substantial athges over the corresponding non-
deuterated compound, or that the advantages offgredr product as compared to the correspondimgdeuterated compound are not
sufficient to merit the increased price over theregponding non-deuterated compound that we ocallaborators would seek, physicians
might not prescribe our product.

If the product candidates for our priority prograane approved for the indications for which we or collaborators are currently undertaking
clinical trials, they will compete with the therapidiscussed below and will likely compete withesttherapies that are currently in
development.

AVF-786

Avanir is developing AVP-786 for the treatment eunologic and psychiatric disorders. There arerabvar of marketed drugs and product
candidates in clinical development for these intilces.

CTP-499

The current standard of care for diabetic nephigpat patients with macroalbuminuria is treatmeithvangiotensin modulators. Angiotensin
modulators are available on a generic basis. Wdereloping CTP-499 as an additive treatment ®d¢hirent standard of care. If CTP-499
receives marketing approval, it may face competifrom a number of product candidates that aresatifr in clinical development, including
potentially competitive product candidates in Phasénical development being pursued by AbbVie.Jdanssen Research & Development
LLC and NephroGenex, Inc.

CTP-354

We are initially developing CTP-354 for the treatmef spasticity associated with spinal cord injand multiple sclerosis. Current first-line
treatment for spasticity includes oral and locadretg and physical and occupational therapy. Falrdvugs have been approved in the United
States for the treatment of spasticity: baclofeorgsal), tizanidine (Zanaflex), diazepam (Valiuamd dantrolene (Dantrium), each of which
is available on a generic basis. Spasticity is aiksated through localized injections of botulintorin. In addition,
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there are several potentially competitive prodaetdidates in Phase 3 clinical development beinguad by pharmaceutical and
biotechnology companies, including GW Pharmacelstiplr and Osmotica Pharmaceuticals Corp.

JZF-386

JZP-386 is in a Phase 1 clinical trial for the tneent of cataplexy and excessive daytime sleepinéts potential advantages over sodium
oxybate, the current standard of care. Flamel Teldgies is currently developing an extended reléagaulation of sodium oxybate for the
treatment of narcolepsy.

GOVERNMENT REGULATIONS

Government authorities in the United States, afeéderal, state and local level, and in other coesiand jurisdictions, including the
European Union, extensively regulate, among othiegs, the research, development, testing, manufananufacturing changes,
packaging, storage, recordkeeping, labeling, athiegt promotion, sales, distribution, marketinggdamport and export of pharmaceutical
products. The processes for obtaining regulatopr@gls in the United States and in foreign coesteand jurisdictions, along with
subsequent compliance with applicable statutesegulations and other regulatory authorities, regthie expenditure of substantial time and
financial resources.

Review and Approval of Drugs in the United States

In the United States, the FDA regulates drugs uiitierFederal Food, Drug, and Cosmetic Act, or FD&#d implementing regulations. The
process of obtaining regulatory approvals and tixsasquent compliance with appropriate federalestatal and foreign statutes and
regulations requires the expenditure of substatitisd and financial resources. Failure to complihwie applicable U.S. requirements at any
time during the product development process, agbnorocess or after approval, may subject an agpliand/or sponsor to a variety of
administrative or judicial sanctions, includingusél by the FDA to approve pending applicationshdrawal of an approval, imposition of a
clinical hold, issuance of warning letters and otigpes of letters, product recalls, product saigutotal or partial suspension of production or
distribution, injunctions, fines, refusals of gomerent contracts, restitution, disgorgement of pspbr civil or criminal investigations and
penalties brought by the FDA and the Departmerdusfice or other governmental entities.

An applicant seeking approval to market and diataka new drug product in the United States myst@jly undertake the following:

. completion of preclinical laboratory tests,raal studies and formulation studies in compliandé the FDA's good laboratory practice,
or GLP, regulations

. submission to the FDA of an IND, which allows huntdinical trials to begin unless the FDA objectshin 30 days
. approval by an independent institutional reviewrdoar IRB, representing each clinical site befeaeh clinical trial may be initiate

. performance of adequate and well-controlled &uilinical trials in accordance with the FDA's @mnt Good Clinical Practices, or
cGCPs, to establish the safety and efficacy optloposed drug product for each indicati

. preparation and submission to the FDA of an NI
. satisfactory review of the NDA by an FDA advisogntmittee, where appropriate or if applicat

. satisfactory completion of one or more FDA iesfions of the manufacturing facility or facilitias which the drug product, and the
active pharmaceutical ingredient or ingredientsdbg are produced to assess compliance with dugasd manufacturing practices ¢
to assure that the facilities, methods and conamdsadequate to ensure the pro’s identity, strength, quality and puri
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. payment of user fees and securing FDA approvdi®@NDA,; and

. compliance with any pc-approval requirements, including REMS and -approval studies required by the FC

Preclinical Studies and an IN

Preclinical studies can include vitro and animal studies to assess the potential forrad\eyents and, in some cases, to establish aabgio
for therapeutic use. The conduct of preclinicatlsts is subject to federal regulations and requams) including GLP regulations. Other
studies include laboratory evaluation of the pustability and physical form of the manufacturedgisubstance or active pharmaceutical
ingredient and the physical properties, stabilitd aeproducibility of the formulated drug or drugg@uct. An IND sponsor must submit the
results of the preclinical tests, together with ofanturing information, analytical data, any avliéaclinical data or literature and plans for
clinical studies, among other things, to the FDApag of an IND. Some preclinical testing, suchosgerterm toxicity testing, animal tests
reproductive adverse events and carcinogenicity, eoatinue after the IND is submitted. An IND auwtinally becomes effective 30 days
after receipt by the FDA, unless before that time EDA raises concerns or questions related toposed clinical trial and places the trial on
clinical hold. In such a case, the IND sponsor thedFDA must resolve any outstanding concerns befw clinical trial can begin. As a
result, submission of an IND may not result in Bi2A allowing clinical trials to commence.

Following commencement of a clinical trial underlBid, the FDA may place a clinical hold on thaatriA clinical hold is an order issued by
the FDA to the sponsor to delay a proposed cliriatstigation or to suspend an ongoing investigatA partial clinical hold is a delay or
suspension of only part of the clinical work regedsunder the IND. For example, a specific protaegbart of a protocol is not allowed to
proceed, while other protocols may do so. No mbaa t30 days after impaosition of a clinical holdpartial clinical hold, the FDA will

provide the sponsor a written explanation of thedtor the hold. Following issuance of a clinibald or partial clinical hold, an investigati
may only resume after the FDA has notified the spothat the investigation may proceed. The FDA béke that determination on
information provided by the sponsor correcting dieéiciencies previously cited or otherwise satisfythe FDA that the investigation can
proceed.

Human Clinical Studies in Support of an NI

Clinical trials involve the administration of theviestigational product to human subjects undestipervision of qualified investigators in
accordance with cGCP requirements, which includeray other things, the requirement that all reseaubjects provide their informed
consent in writing before their participation inyatlinical trial. Clinical trials are conducted wrdwritten study protocols detailing, among
other things, the objectives of the study, the patars to be used in monitoring safety and thectffeness criteria to be evaluated. A prot:
for each clinical trial and any subsequent prot@néndments must be submitted to the FDA as pdinediND. In addition, an IRB
representing each institution participating in ¢himical trial must review and approve the plandoly clinical trial before it commences at t
institution, and the IRB must conduct continuingiesv and reapprove the study at least annually.IRiBemust review and approve, among
other things, the study protocol and informed cahggormation to be provided to study subjects.IRB must operate in compliance with
FDA regulations. Information about certain clinitdhls must be submitted within specific timefrare the NIH for public dissemination on
their ClinicalTrials.gov website.
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Human clinical trials are typically conducted imeta sequential phases, which may overlap or be icaub

Phase 1: The product candidate is initially introed into healthy human subjects or patients vhightarget disease or condition and
tested for safety, dosage tolerance, absorptiotgbosm, distribution, excretion and, if possililegain an early indication of
its effectiveness

Phase 2: The product candidate is administereditoited patient population to identify possibivarse effects and safety risks, to
preliminarily evaluate the efficacy of the prodimt specific targeted diseases and to determinagdo®lerance and optimal
dosage

Phase 3: The product candidate is administered to an exghpegent population, generally at geographicaipdrsed clinical trial site
in well-controlled clinical trials to generate empudata to statistically evaluate the efficacy aafibty of the product for
approval, to establish the overall risk-benefitfipecof the product, and to provide adequate infation for the labeling of the
product.

Progress reports detailing the results of the @inirials must be submitted at least annualih®RDA and more frequently if serious adverse
events occur. Phase 1, Phase 2 and Phase 3 clitataimay not be completed successfully withig apecified period, or at all. Furthermao

the FDA or the sponsor may suspend or terminatmiaal trial at any time on various grounds, indilug a finding that the research subjects
are being exposed to an unacceptable health iisitlaBy, an IRB can suspend or terminate appr@fa clinical trial at its institution, or an
institution it represents, if the clinical trial mot being conducted in accordance with the IRB&uirements or if the drug has been associated
with unexpected serious harm to patients. The FOlRtypically inspect one or more clinical siteslate-stage clinical trials to assure
compliance with cGCP and the integrity of the dalidata submitted.

Section 505(b)(2) NDAs

NDAs for most new drug products are based on tvamadte and we-controlled clinical trials which must contain stdostial evidence of the
safety and efficacy of the proposed new producés€happlications are submitted under Section 5(bj the FDCA. The FDA is,

however, authorized to approve an alternative tfd¢DA under Section 505(b)(2) of the FDCA. Thipéyof application allows the applice

to rely, in part, on the FDA'’s previous findingssaffety and efficacy for a similar product, or psibéd literature. Specifically, Section 505(b)
(2) applies to NDAs for a drug for which the applit relies, as part of its application, on invesiigns made to show whether or not the drug
is safe and effective for use “that were not coneldiby or for the applicant and for which the aggutit has not obtained a right of reference or
use from the person by or for whom the investigegiovere conducted.”

Thus, Section 505(b)(2) authorizes the FDA to appran NDA based on safety and effectiveness datamére not developed by the
applicant. NDAs filed under Section 505(b)(2) magvide an alternate and potentially more expediipathway to FDA approval for new or
improved formulations or new uses of previouslyrappd products. If the 505(b)(2) applicant canlg#th that reliance on the FDA’s
previous approval is scientifically appropriates #ipplicant may eliminate the need to conduct wepi&clinical or clinical studies of the new
product. The FDA may also require companies toguarfadditional studies or measurements to supperthange from the approved
product. The FDA may then approve the new drug ickatel for all or some of the label indications fdrich the referenced product has been
approved, as well as for any new indication solghthe Section 505(b)(2) applicant.

If our partners submit NDAs for approval of deutethanalogs of marketed compounds for which theyttee NDA holder, we believe that in
certain cases the FDA may allow referencing of dfata the non-deuterated compound in support oafhication for approval of the
deuterated product. Since this referencing by auntners would involve use of their own data andraquire the use of another party’s data, it
would constitute a Section 505(b)(1) application.
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Submission of an NDA to the FDA

Assuming successful completion of required clinteating and other requirements, the results optkelinical and clinical studies, together
with detailed information relating to the produattsemistry, manufacture, controls and proposedilapeamong other things, are submitted
to the FDA as part of an NDA requesting approvahtorket the drug product for one or more indicaidsinder federal law, the submissiol
most NDAs is additionally subject to an applicatiger fee, currently exceeding $2.1 million, arelgponsor of an approved NDA is also
subject to annual product and establishment ussr, fairrently exceeding $104,000 per product asd $50 per establishment. These fees
are typically increased annually.

Under certain circumstances, the FDA will waive épplication fee for the first human drug applicatthat a small business, defined as a
company with less than 500 employees, or its afélisubmits for review. An affiliate is definedabusiness entity that has a relationship

a second business entity if one business entitiralsnor has the power to control, the other bessnentity, or a third party controls, or has
the power to control, both entities.

The FDA conducts a preliminary review of an NDA it 60 days of its receipt and informs the spotgothe 74th day after the FDA's
receipt of the submission to determine whethemgbication is sufficiently complete to permit stébgtive review. The FDA may request
additional information rather than accept an NDAffting. In this event, the application must beubmitted with the additional information.
The resubmitted application is also subject toaevbefore the FDA accepts it for filing. Once thdmission is accepted for filing, the FDA
begins an in-depth substantive review. The FDAdwased to specified performance goals in the repimgess of NDAs. Most such
applications are meant to be reviewed within temti® from the date of filing, and most applicatiéms"priority review” products are meant
to be reviewed within six months of filing. The rew process may be extended by the FDA for threitiadal months to consider new
information or clarification provided by the apgit to address an outstanding deficiency identifigthe FDA following the original
submission.

Before approving an NDA, the FDA typically will ipsct the facility or facilities where the produstinanufactured. The FDA will not
approve an application unless it determines ttattanufacturing processes and facilities are inpiamce with cGMP requirements and
adequate to assure consistent production of thduptavithin required specifications. Additionallyefore approving an NDA, the FDA will
typically inspect one or more clinical sites towaescompliance with cGCP.

The FDA also may require submission of a risk eatdfun and mitigation strategy, or REMS, plan toigaite any identified or suspected
serious risks. The REMS plan could include medicaguides, physician communication plans, assedsptems, and elements to assure safe
use, such as restricted distribution methods, pategistries, or other risk minimization tools.

The FDA is required to refer an application foravel drug to an advisory committee or explain whgtsreferral was not made. Typically,
advisory committee is a panel of independent egpartiuding clinicians and other scientific exgethat reviews, evaluates and provides a
recommendation as to whether the application shioelldpproved and under what conditions. The FD#otsbound by the recommendations
of an advisory committee, but it considers suclomemendations carefully when making decisions.

The FDA's Decision on an NDA

On the basis of the FDA'’s evaluation of the NDA @tdompanying information, including the resultdhaf inspection of the manufacturing
facilities, the FDA may issue an approval letteaa@omplete response letter. An approval lettena@izes commercial marketing of the
product with specific prescribing information fgregific indications. A complete response letteregally outlines the deficiencies in the
submission and may require substantial additicestlrtg or information in order for the FDA to resader the application. If and when those
deficiencies have been addressed to the FDA'Saetiisn in a resubmission of the NDA, the FDA visisue an
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approval letter. The FDA has committed to reviewsugh resubmissions in two or six months dependimthe type of information included.
Even with submission of this additional informatitine FDA ultimately may decide that the applicatibes not satisfy the regulatory criteria
for approval.

If the FDA approves a product, it may limit the egyed indications for use for the product, reqtiirat contraindications, warnings or
precautions be included in the product labelinguie that post-approval studies, including Phaskndcal trials, be conducted to further
assess the drug’s safety after approval, requstenteand surveillance programs to monitor the pob@fter commercialization, or impose
other conditions, including distribution restrigtgor other risk management mechanisms, includBg®, which can materially affect the
potential market and profitability of the produthe FDA may prevent or limit further marketing opeoduct based on the results of post-
market studies or surveillance programs. After apgal, some types of changes to the approved prpsuch as adding new indications,
manufacturing changes and additional labeling cdaimne subject to further testing requirementsrDA review and approval.

The product may also be subject to official loesse, meaning that the manufacturer is requirpériorm certain tests on each lot of the
product before it is released for distributionth& product is subject to official release, the nfaaturer must submit samples of each lot,
together with a release protocol showing a sumroftlie history of manufacture of the lot and theutts of all of the manufacturer’s tests
performed on the lot, to the FDA. The FDA may imiéidn perform certain confirmatory tests on lofssome products before releasing the
lots for distribution. Finally, the FDA will condutaboratory research related to the safety aret@ffeness of drug products.

Pos-Approval Requirements

Drugs manufactured or distributed pursuant to FIppravals are subject to pervasive and continuigglegion by the FDA, including, amo
other things, requirements relating to recordkegpieriodic reporting, product sampling and disttibn, advertising and promotion and
reporting of adverse experiences with the prodiiter approval, most changes to the approved pripduch as adding new indications or
other labeling claims, are subject to prior FDAieswvand approval. There also are continuing, annset fee requirements for any marketed
products and the establishments at which such ptedwe manufactured, as well as new applicaties fer supplemental applications with
clinical data.

In addition, drug manufacturers and other entitieslved in the manufacture and distribution of epy@d drugs are required to register their
establishments with the FDA and state agenciesaandubject to periodic unannounced inspectiorth®y¥DA and these state agencies for
compliance with cGMP requirements. Changes to taeufacturing process are strictly regulated anelnofequire prior FDA approval before
being implemented. FDA regulations also requireestigation and correction of any deviations fronMi#and impose reporting and
documentation requirements upon the sponsor anth&nayparty manufacturers that the sponsor maydaeto use. Accordingly,
manufacturers must continue to expend time, moaey effort in the area of production and qualitpteol to maintain cGMP compliance.

Once an approval is granted, the FDA may withdiaevapproval if compliance with regulatory requirenseand standards is not maintained
or if problems occur after the product reachestiaeket. Later discovery of previously unknown peshs with a product, including adverse
events or problems with manufacturing processemahticipated severity or frequency, or failuretmply with regulatory requirements,
may result in revisions to the approved labelingdd new safety information; imposition of posérket studies or clinical trials to assess |
safety risks; or imposition of distribution or othrestrictions under a REMS program. Other potéotasequences include, among other
things:

. restrictions on the marketing or manufacturinghaf product, complete withdrawal of the product fridva market or product recal

. fines, warning letters or holds on g-approval clinical trials
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. refusal of the FDA to approve pending NDAs agpglements to approved NDAs, or suspension or iimt of product license
approvals

. product seizure or detention, or refusal to peth@timport or export of products;

. injunctions or the impaosition of civil or crimingkenalties

The FDA strictly regulates marketing, labeling, adising and promotion of products that are plamedhe market. Drugs may be promoted
only for the approved indications and in accordanitk the provisions of the approved label. The F&#d other agencies actively enforce
laws and regulations prohibiting the promotion fiflabel uses, and a company that is found to haygoperly promoted off-label uses may
be subject to significant liability.

In addition, the distribution of prescription pharoeutical products is subject to the PrescriptiomgD

Marketing Act, or PDMA, which regulates the distrilon of drugs and drug samples at the federal Jevel sets minimum standards for the
registration and regulation of drug distributorstbg states. Both the PDMA and state laws limitdistribution of prescription pharmaceuti
product samples and impose requirements to ensaceiatability in distribution.

Abbreviated New Drug Applications for Generic Dri

In 1984, with passage of the Hatch-Waxman Amendsienthe FDCA, Congress authorized the FDA to appgeneric drugs that are the
same as drugs previously approved by the FDA utideNDA provisions of the statute. To obtain appiaf a generic drug, an applicant
must submit an abbreviated new drug applicatio®MDA, to the agency. In support of such applicatipa generic manufacturer may rel
the preclinical and clinical testing previously dosted for a drug product previously approved uraieNDA, known as the reference listed
drug, or RLD. To reference that information, howeiee ANDA applicant must demonstrate, and the FbJst conclude, that the generic
drug does, in fact, perform in the same way afthe it purports to copy.

Specifically, in order for an ANDA to be approvelde FDA must find that the generic version is ideaitto the RLD with respect to the act
ingredients, the route of administration, the desfogm, and the strength of the drug. At the same,tthe FDA must also determine that the
generic drug is “bioequivalent” to the innovatoudr Under the statute, a generic drug is bioegeitab a RLD if “the rate and extent of
absorption of the generic drug do not show a sicanitt difference from the rate and extent of abonpof the reference listed drug. . . .”

Upon approval of an ANDA, the FDA indicates that tieneric product is “therapeutically equivaleotttie RLD and it assigns a therapeutic
equivalence rating to the approved generic drutsipublication “Approved Drug Products with Theeafic Equivalence Evaluations,” also
referred to as the “Orange Book.” Physicians aratplacists consider the therapeutic equivalencegéti mean that a generic drug is fully
substitutable for the RLD. In addition, by operatif certain state laws and numerous health insergnrograms, the FDA's designation of a
therapeutic equivalence rating often results irsstudion of the generic drug without the knowledgeconsent of either the prescribing
physician or patient.

Under the Hatch Waxman Amendments, the FDA mayapptove an ANDA until any applicable period of nmatent exclusivity for the

RLD has expired. The FDCA provides a period of fpears of data exclusivity for new drug containangew chemical entity. For the
purposes of this provision, a new chemical ensitg drug that contains no active moiety that has Ipeeviously approved by FDA in any
other NDA. An active moiety is the molecule or i@sponsible for the physiological or pharmacololggzdion of the drug substance. In cases
where such new chemical entity exclusivity has tgramted, an ANDA may not be filed with the FDA ilitie expiration of five years unle
the submission is accompanied by a Paragraph ification, in which case the applicant may subitsiapplication four years following the
original product approval.
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The FDCA also provides for a period of three yedrexclusivity if the NDA includes reports of onemore new clinical investigations, other
than bioavailability or bioequivalence studiesttivare conducted by or for the applicant and asertal to the approval of the application.
This three-year exclusivity period often protediamges to a previously approved drug product, aschnew dosage form, route of
administration, combination or indication. Threayexclusivity would be available for a drug protitiat contains a previously approved
active moiety, provided the statutory requirementaf new clinical investigation is satisfied. Udikive year new chemical entity exclusivity,
an award of three year exclusivity does not bldekEDA from accepting ANDAs seeking approval fongpéc versions of the drug as of the
date of approval of the original drug product.

Hatck-Waxman Patent Certification and the 30 Month Stay

Upon approval of an NDA or a supplement thereto ANiponsors are required to list with the FDA eaatept with claims that cover the
applicant’s product or a method of using the prodbach of the patents listed by the NDA sponsguislished in the Orange Book. When an
ANDA applicant files its application with the FD&je applicant is required to certify to the FDA ceming any patents listed for the
reference product in the Orange Book, except fteria covering methods of use for which the ANDAlaant is not seeking approval.

Specifically, the applicant must certify with respto each patent that:

. the required patent information has not been fi

. the listed patent has expire

. the listed patent has not expired, but will expinea particular date and approval is sought atigerd expiration; o

. the listed patent is invalid, unenforceable or wdt be infringed by the new produ

A certification that the new product will not infige the already approved product’s listed patentisad such patents are invalid or
unenforceable is called a Paragraph IV certificatlbthe applicant does not challenge the listatépts or indicate that it is not seeking
approval of a patented method of use, the ANDAiappbn will not be approved until all the listedtpnts claiming the referenced product
have expired.

If the ANDA applicant has provided a Paragraph évtification to the FDA, the applicant must alsadg®&otice of the Paragraph IV
certification to the NDA and patent holders onae ANDA has been accepted for filing by the FDA. TMRA and patent holders may then
initiate a patent infringement lawsuit in respotséhe notice of the Paragraph IV certificationeThing of a patent infringement lawsuit
within 45 days after the receipt of a ParagrapltdXtification automatically prevents the FDA froppaoving the ANDA until the earlier of
30 months, expiration of the patent, settlemenheflawsuit or a decision in the infringement ctw is favorable to the ANDA applicant.

To the extent that the Section 505(b)(2) appliéamnelying on studies conducted for an already @yl product, the applicant is required to
certify to the FDA concerning any patents listedtfee approved product in the Orange Book to timeesaxtent that an ANDA applicant
would. As a result, approval of a 505(b)(2) NDA damnstalled until all the listed patents claimihg teferenced product have expired, until
any non-patent exclusivity, such as exclusivitydbtaining approval of a new chemical entity, liske the Orange Book for the referenced
product has expired, and, in the case of a Paradxapertification and subsequent patent infringatrmuit, until the earlier of 30 months,
settlement of the lawsuit or a decision in theingfement case that is favorable to the Sectiont§(B) applicant.

Pediatric Studies and Exclusivi

Under the Pediatric Research Equity Act of 2008\ or supplement thereto must contain data thakaequate to assess the safety and
effectiveness of the drug product for the claimedidations in all relevant pediatric subpopulaticensd to support dosing and administration
for each pediatric subpopulation for which the prdds safe and effective. With enactment of thed=and Drug Administration Safety and
Innovation Act, or FDASIA, in
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2012, sponsors must also submit pediatric studysptaior to the assessment data. Those plans mfsgtic an outline of the proposed
pediatric study or studies the applicant plansotodeict, including study objectives and design, @efgrral or waiver requests, and other
information required by regulation. The applicahg FDA, and the FDA's internal review committeesinthen review the information
submitted, consult with each other, and agree @pfimal plan. The FDA or the applicant may requasamendment to the plan at any time.

The FDA may, on its own initiative or at the requefsthe applicant, grant deferrals for submissdbsome or all pediatric data until after
approval of the product for use in adults, or @rlpartial waivers from the pediatric data requiesits. Additional requirements and
procedures relating to deferral requests and résjf@msextension of deferrals are contained in FD¥®/nless otherwise required by
regulation, the pediatric data requirements doapply to products with orphan designation.

Pediatric exclusivity is another type of non-pates@rketing exclusivity in the United States andyréinted, provides for the attachment of an
additional six months of marketing protection te term of any existing regulatory exclusivity, inding the non-patent and orphan
exclusivity. This six-month exclusivity may be gtad if an NDA sponsor submits pediatric data thatyf respond to a written request from
the FDA for such data. The data do not need to shewproduct to be effective in the pediatric pagioh studied; rather, if the clinical trial is
deemed to fairly respond to the FB&’equest, the additional protection is grantedepbrts of requested pediatric studies are subditt an
accepted by the FDA within the statutory time Isnivhatever statutory or regulatory periods of esiefity or patent protection cover the
product are extended by six months. This is naitamt term extension, but it effectively extends tégulatory period during which the FDA
cannot accept or approve another application.

Patent Term Restoration and Extens

A patent claiming a new drug product may be elwgifolr a limited patent term extension under thegPdace Competition and Patent Term
Restoration Act of 1984 (commonly referred to askfatch-Waxman Amendments). Those Amendments parpdtent restoration of up to
five years for patent term lost during product depment and the FDA regulatory review. The restoraperiod granted is typically one-half
the time between the effective date of an IND dedstubmission date of a NDA, plus the time betwbersubmission date of a NDA and
ultimate approval. Patent term restoration caneaiised to extend the remaining term of a patertgptagal of 14 years from the product’s
approval date. Only one patent applicable to amaygal drug product is eligible for the extensiomd éhe application for the extension must
be submitted prior to the expiration of the paiamjuestion. The U.S. Patent and Trademark Offiefiervs and approves the application for
any patent term extension or restoration in coatioh with the FDA.

Regulation of Controlled Substances

We handle a product that is treated as a “conttalébstance” under the Controlled Substances At®60, or CSA. The CSA authorizes the
DEA to regulate the registration, procurement, nfiacturing, production, possession, labeling anttitistion of controlled substances.
Controlled substances are classified as Schedlldll, IV or V substances, with Schedule | surstes considered to present the highest risk
of substance abuse and Schedule V substancesabst Iosk.

Our product candidate JZ386, which we have licensed to Jazz Pharmaceutisadsdeuterium substituted analog of sodium ote/d@odiurr
oxybate is regulated as a chemical by the DEA &sheedule | controlled substance. However, when tditated into Xyrem, the drug product
is regulated as a Schedule Il substance. Becdube &chedule | classification of sodium oxybd#h-386 is regulated by the DEA as a
Schedule | controlled substance. If JZP-386 becappsoved as the active pharmaceutical ingredieatdrug product, the DEA may decide
to regulate the drug product as a Schedule llirotlatl substance, similar to Xyrem.

The manufacture, shipment, storage, sale and uSehwdule | substances are subject to a high defregulation. Every person who
manufactures, distributes, dispenses, imports portx any controlled substance
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must register with the DEA, unless they are exeptreover, for Schedule | substances, the CSA aizémthe DEA to establish aggregate
production quotas for all manufacturers, individpedduction quotas for specific registered manufigest and individual production quotas for
registrants who have not manufactured controlldétsuinces during one or more proceeding years.

We expect our product candidate CTP-354 to beifiledss a Schedule IV substance under the CSA.G3w also places significant
restrictions on substances which have been cladsiii Schedules 11l and IV. While these restricti@ne not as severe as those governing
substances in Schedules | and I, they nonethekaslish strict limitations on the manufacturée sand distribution of Schedule Il and IV
substances. For example, prescriptions for coeti@dlbstances that are prescription drugs in stiedsiles may only be filled or refilled by
pharmacists up to five times within six months iaftee date on which the prescription was issuetissrthe prescribing practitioner renews
the prescription.

The failure to maintain compliance with applical#guirements under the CSA can result in enforcéetion that could have a material
adverse effect on our business, results of opermtod financial condition. The DEA may inspecilfies, seek civil penalties, refuse to
renew necessary registrations or initiate procegsdia revoke those registrations. In certain cirstamces, violations could lead to criminal
proceedings. Individual states also regulate clatt@eubstances, and we and our contract manuastare subject to state regulation on
distribution of these products.

Review and Approval of Drug Products in the Europea Union

In order to market any product outside of the Whiates, a company must also comply with numeaodsvarying regulatory requirements
of other countries and jurisdictions regarding dgyasafety and efficacy and governing, among othargs, clinical trials, marketing
authorization, commercial sales and distributiowf products. Whether or not it obtains FDA apptder a product, the company would
need to obtain the necessary approvals by the aaljeaforeign regulatory authorities before it cammence clinical trials or marketing of
the product in those countries or jurisdictionse Bpproval process ultimately varies between casménd jurisdictions and can involve
additional product testing and additional admimitie review periods. The time required to obtgipraval in other countries and
jurisdictions might differ from and be longer thidmat required to obtain FDA approval. Regulatorgrapal in one country or jurisdictic
does not ensure regulatory approval in anotheralfailure or delay in obtaining regulatory appraweone country or jurisdiction may
negatively impact the regulatory process in others.

Pursuant to the European Clinical Trials Direct&eystem for the approval of clinical trials i tBuropean Union has been implemented
through national legislation of the member statkwder this system, an applicant must obtain apprfoea the competent national authority
of a European Union member state in which the @dihirial is to be conducted. Furthermore, the igppt may only start a clinical trial after a
competent ethics committee has issued a favorgitgom. Clinical trial applications must be accomjeal by an investigational medicinal
product dossier with supporting information prelsed by the European Clinical Trials Directive andresponding national laws of the
member states and further detailed in applicabiéagnece documents.

To obtain marketing approval of a drug under Euampénion regulatory systems, an applicant must sidmarketing authorization
application, or MAA, either under a centralizeddecentralized procedure.

The centralized procedure provides for the grart sihgle marketing authorization by the Europeamfission that is valid for all European
Union member states. The centralized procedurerigalsory for specific products, including for meides produced by certain
biotechnological processes, products designatedpisin medicinal products, advanced therapy preduad products with a new active
substance indicated for the treatment of certaraties. For products with a new active substadieabed for the treatment of other diseases
and products that are highly innovative or for whiccentralized process is in the interest of patighe centralized procedure may be
optional.
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Under the centralized procedure, the Committedffedicinal Products for Human Use, or the CHMP, ldighed at the European Medicines
Agency, or EMA, is responsible for conducting thitial assessment of a drug. The CHMP is also nesipte for several post-authorization
and maintenance activities, such as the assessieatdifications or extensions to an existing mérigeauthorization. Under the centralized
procedure in the European Union, the maximum tiave# for the evaluation of an MAA is 210 days, egalg clock stops, when additional
information or written or oral explanation is to pi@vided by the applicant in response to questafrise CHMP. Accelerated evaluation
might be granted by the CHMP in exceptional casen a medicinal product is of major interest fritva point of view of public health and
in particular from the viewpoint of therapeutic avation. In this circumstance, the EMA ensures thatopinion of the CHMP is given with
150 days.

The decentralized procedure is available to appigcerho wish to market a product in various Europdaion member states where such
product has not received marketing approval inEamgppean Union member states before. The decersdatirocedure provides for approval
by one or more other, or concerned, member stétas assessment of an application performed bynoeraber state designated by the
applicant, known as the reference member stateetthis procedure, an applicant submits an apicdtased on identical dossiers and
related materials, including a draft summary ofduat characteristics, and draft labeling and paekegflet, to the reference member state
and concerned member states. The reference membepeepares a draft assessment report and dfdfts related materials within 120 di
after receipt of a valid application. Within 90 dayf receiving the reference member state’s assgsport and related materials, each
concerned member state must decide whether toapfine assessment report and related materials.

If a member state cannot approve the assessment eeqal related materials on the grounds of patésérious risk to public health, the
disputed points are subject to a dispute resolutienhanism and may eventually be referred to thefgan Commission, whose decision is
binding on all member states.

Data and Market Exclusivity in the European Un

In the European Union, new chemical entities qudbf eight years of data exclusivity upon markgtauthorization and an additional two
years of market exclusivity. This data exclusivifygranted, prevents regulatory authorities in Bugopean Union from referencing t
innovators data to assess a generic (abbreviated) apphdati®ight years, after which generic marketinthatization can be submitted, a
the innovator’s data may be referenced, but notayga for two years. The overall ten-year periol bé extended to a maximum of eleven
years if, during the first eight years of those years, the marketing authorization holder obtamswuthorization for one or more n
therapeutic indications which, during the scientdivaluation prior to their authorization, are heldring a significant clinical benefit in
comparison with existing therapies. Even if a coombis considered to be a new chemical entity badponsor is able to gain the prescr
period of data exclusivity, another company newaebs could also market another version of the drsigch company can complete a full
MAA with a complete database of pharmaceutical f@stclinical tests and clinical trials and obtaiarketing approval of its product.

Pharmaceutical Coverage, Pricing and Reimbursement

Significant uncertainty exists as to the coveragg r@imbursement status of products approved b and other government authorities.
Sales of products will depend, in part, on the mixte which third-party payors, including governrhfealth programs in the United States
such as Medicare and Medicaid, commercial heatthrgrs and managed care organizations, provideageeand establish adequate
reimbursement levels, for such products. The pfmsdetermining whether a payor will provide caage for a product may be separate
from the process for setting the price or reimbumeset rate that the payor will pay for the produat® coverage is approved. Third-party
payors are increasingly challenging the pricesgdhifor medical products and services and impasimgrols to manage costs. Third-party
payors may limit coverage to specific products nrmpproved list, or formulary, which might not indk all of the approved products for a
particular indication.
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In order to secure coverage and reimbursemenifppeoduct that might be approved for sale, a compaay need to conduct expensive
pharmacoeconomic studies in order to demonstratentrdical necessity and cost-effectiveness of theéyet, in addition to the costs required
to obtain FDA or other comparable regulatory apptevA payor’s decision to provide coverage foragdproduct does not imply that an
adequate reimbursement rate will be approved. Tarty reimbursement may not be sufficient to mampaice levels high enough to reali
an appropriate return on our investment in prodeselopment.

The containment of healthcare costs has also beegmierity of federal, state and foreign governtseand the prices of drugs have been a
focus in this effort. Governments have shown sigaift interest in implementing cost-containmentgpams, including price controls,
restrictions on reimbursement and requirementsubstitution of generic products. Adoption of pragatrols and costontainment measurt
and adoption of more restrictive policies in jurtdibns with existing controls and measures, caddersely our net revenue and results.

Outside of the United States, ensuring adequaterage and payment for products remains challengiriging of prescription
pharmaceuticals is subject to governmental coimroiany countries. Pricing negotiations with goweemtal authorities can extend well
beyond the receipt of regulatory marketing apprdeab product and may require us to conduct acddirtrial that compares the cost
effectiveness of our product candidates or prodiactgher available therapies. The conduct of suchinical trial could be expensive and
result in delays in our commercialization efforts.

As a result, the marketability of any product whiekeives regulatory approval for commercial sadg suffer if the government and third-
party payors fail to provide adequate coverageraimbursement. In addition, an increasing emphasisianaged care in the United States
has increased and will continue to increase thespire on drug pricing. Coverage policies, thirdypegimbursement rates and drug pricing
regulation may change at any time. In particulae, Ratient Protection and Affordable Care Act,rasrsded by the Health Care and Educe
Affordability Reconciliation Act, contains provisis that may reduce the profitability of drug proyacluding, for example, increased
rebates for drugs sold to Medicaid programs, extenst Medicaid rebates to Medicaid managed caamagimandatory discounts for certain
Medicare Part D beneficiaries and annual fees basgzharmaceutical companies’ share of sales wrééthiealth care programs. Even if
favorable coverage and reimbursement status imedtdor one or more products that receive reguaapproval, less favorable coverage
policies and reimbursement rates may be implemantt future.

In the European Union, pricing and reimbursemehéswes vary widely from country to country. Somergdas provide that drug products
may be marketed only after a reimbursement priseblean agreed. Some countries may require the etionpbf additional studies that
compare the cost-effectiveness of a particular prodandidate to currently available therapies.dx@mple, the European Union provides
options for its member states to restrict the rasfggrug products for which their national healtsiurance systems provide reimbursemen
to control the prices of medicinal products for lnmuse. European Union member states may apprspeci#ic price for a drug product or it
may instead adopt a system of direct or indireatrods on the profitability of the company placitihge drug product on the market. Other
member states allow companies to fix their owngwifor drug products, but monitor and control conyparofits. The downward pressure on
health care costs in general, particularly presiompdrugs, has become intense. As a result, isergly high barriers are being erected to the
entry of new products. In addition, in some cowstyicross-border imports from Igwiced markets exert competitive pressure that radyic:
pricing within a country. Any country that has gricontrols or reimbursement limitations for druggurcts may not allow favorable
reimbursement and pricing arrangements for anyuofpooducts.

Healthcare Law and Regulation

Healthcare providers, physicians and third-partyopsiwill play a primary role in the recommendatammd prescription of drug products that
are granted marketing approval. Arrangements waitld{party payors and customers are subject todyagpplicable fraud and abuse and
other healthcare laws and regulations that may
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constrain the business or financial arrangemerdg@ationships through which we market, sell aistrithute our products for which we
obtain marketing approval. Restrictions under ajglie federal and state healthcare laws and régnsainclude the following:

the federal healthcare Anti-Kickback Statutetybits, among other things, persons and entitim® knowingly and willfully soliciting,
offering, receiving or providing remuneration, ditlg or indirectly, in cash or in kind, to induce reward either the referral of an
individual for, or the purchase, order or recomnagiwch of, any good or service, for which paymenyrbha made, in whole or in part,
under a federal healthcare program such as Medicatdviedicaid

the federal civil and criminal false claims Bvincluding the False Claims Act, which imposesdl chonetary penalties, and provides for
civil whistleblower or qui tam actions, againstiwiduals or entities for, among other things, knogly presenting, or causing to be
presented, to the federal government, claims fgnyaat that are false or fraudulent or making aefakatement to avoid, decrease or
conceal an obligation to pay money to the fedepabgnment

the federal Health Insurance Portability and Acaability Act of 1996, or HIPAA, which imposes fe@écriminal and civil liability for
among other things, knowingly and willingly exeagj or attempting to execute, a scheme to defraydaeaalthcare benefit program or
making false statements relating to healthcareers

HIPAA, as amended by the Health InformationArealogy for Economic and Clinical Health Act ansliinplementing regulations, also
imposes obligations, including mandatory contradierans, with respect to safeguarding the privaegurity and transmission of
individually identifiable health informatior

the federal false statements statute prohitoicsvingly and willfully falsifying, concealing oravering up a material fact or making any
materially false statement in connection with tleéivery of or payment for healthcare benefits, iseon services

the federal transparency requirements undePé#tient Protection and Affordable Care Act, asrahed by the Health Care and
Education Reconciliation Act, or the Affordable €akct, which requires certain manufacturers of drutgvices, biologics and medical
supplies to report to the Department of Health ldachan Services information related to paymentsahdr transfers of value to
physicians and teaching hospitals and physicianeositip and investment interests; ¢

analogous state and foreign laws and regulstisuch as state anti-kickback and false claims,lawkich may apply to healthcare items
or services that are reimbursed by -governmental thir-party payors, including private insure

Some state laws require pharmaceutical companiesnply with the pharmaceutical industry’s volugtaompliance guidelines and the
relevant compliance guidance promulgated by therfddyjovernment in addition to requiring drug matsfirers to report information related
to payments to physicians and other health cardgers or marketing expenditures. State and forkgrs also govern the privacy and
security of health information in some circumstanaeany of which differ from each other in sigréiit ways and often are not preempted by
HIPAA, thus complicating compliance efforts.

Regulation of Deuterium Oxide

We believe that all of the deuterium that we usmanufacturing our product candidates is curremdisived, directly or indirectly, from
deuterium oxide. For most of our deuterium suppéyrely on bulk supplies of deuterium oxide, which eurrently source from multiple
suppliers, including two located in North Americae of which is located in the United States. ldeorto internationally transport any
deuterium oxide that we purchase from foreign siepglwe, or our U.S. supplier, may be requiredttain an export license from the coul
of origin and we may be required to obtain an maéional Import Certificate from the country of teation. We are also generally require
obtain an export license from the Nuclear Reguja@wmmission before shipping deuterium oxide fréva Wnited States to any contract
manufacturer in another country. Each of
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these documents specifies the maximum amount dédam oxide that we, or our suppliers, are pewditio either import or export. We he
obtained two export licenses from the Nuclear Raigny Commission, each for the export of 20,000ddidms of heavy water over the life of
the license, which are valid until December 2018 danuary 2019, and have applied for a third edi@Emse from the Nuclear Regulatory
Commission. In addition, in order to obtain addifbsupplies of deuterium oxide from one of thesfgn suppliers from which we have
previously purchased deuterium oxide, the suppli#be required to obtain an additional exporelise from the country of origin and, as
part of the export license application processnvey be required to obtain a U.S. import certificitéile we and our suppliers have obtained
similar licenses and certificates in the past, wew suppliers may not be able to obtain thenhénftiture in a timely manner or at all. We
have not obtained an export license from the cguntwhich our potential future foreign supplied@eated. In addition, if any of our product
candidates is approved by the FDA, then the FDAalslo have regulatory jurisdiction over the matiige and use of deuterium oxide in
such product.

EMPLOYEES

As of December 31, 2014, we had 55 employees, 8thofn were primarily engaged in research and priodieelopment activities. A total
of 17 employees have Ph.D. degrees. None of oulogegs are represented by a labor union and weuetiur relations with our employees
are good.

FACILITIES

Our offices are located in Lexington, Massachusetssisting of approximately 50,000 square fedeéa$ed office and laboratory space. The
term of the lease expires in September 2018.

LEGAL PROCEEDINGS

We are not currently a party to any material lggakteedings.

AVAILABLE INFORMATION

We file reports and other information with the Séties and Exchange Commission, or SEC, as reqliyetie Securities Exchange Act
of 1934, as amended, which we refer to as the EhgdhAct. You can find, copy and inspect informatiem file at the SEC’s public reference
room, which is located at 100 F Street, N.E., Rd&80, Washington, DC 20549. Please call the SEE8®0-SEC-0330 for more
information about the operation of the SEC’s puldiference room. You can review our electronichilgd reports and other information that
we file with the SEC on the SEC’s web site at ipyw.sec.gov.

We were incorporated under the laws of the Stafeetéware on April 12, 2006 as Concert Pharmacalgtitnc. Our principal
executive offices are located at 99 Hayden AveBuée 500, Lexington, Massachusetts, 02421, andetephone number is (781) 860-0045.
Our Internet website is http://www.concertpharmenc®Ve make available free of charge through oursitetmur Annual Report on Form 10-
K, quarterly reports on Form 10-Q, current reportd~orm 8-K and amendments to those reports fitddroished pursuant to Sections 13
(a) and 15(d) of the Exchange Act. We make thegerte available through our website as soon a®naddy practicable after we
electronically file such reports with, or furnishich reports to, the SEC. In addition, we reguladg our website to post information regarc
our business, product development programs andrganee, and we encourage investors to use our teepaiticularly the information in
the section entitled “Investors,” as a source &drimation about us.

The foregoing references to our website are nenitiéd to, nor shall they be deemed to, incorpdmnédemation on our website into this
Annual Report on Form 10-K by reference.
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ltem 1A. Risk Factors.

Our business is subject to numerous risks. Thevatlg important factors, among others, could causeactual results to differ materially
from those expressed in forward-looking statemerade by us or on our behalf in this Annual ReparForm 10K and other filings with th
Securities and Exchange Commission, or the SEGspedeases, communications with investors andstetdments. Actual future results r
differ materially from those anticipated in ourvi@rd-looking statements. We undertake no obligatonpdate any forward-looking
statements, whether as a result of new informafidare events or otherwise.

RISKS RELATED TO OUR FINANCIAL POSITION AND NEED FO R ADDITIONAL CAPITAL

We have incurred significant losses since inceptipexpect to incur losses for at least the next seabyears and may never sustain
profitability.

We have incurred significant annual net operatosgés in every year since our inception. Our retWeas $31.7 million, $6.1 million and
$20.4 million for the years ended December 31, 20ktember 31, 2013 and December 31, 2012, resphctAs of December 31, 2014, we
had an accumulated deficit of $145.3 million. Weéaot generated any revenues from product sattbare financed our operations to date
primarily through the public offering of our commetock, private placements of our preferred stdekt financings and funding from
collaborations. We have not completed developmeahy product candidate and have devoted subshigralbof our financial resources and
efforts to research and development, includinglpreal studies and our clinical development pragsaWe expect to continue to incur
significant expenses and increasing operating fofseat least the next several years. Our neebsgy fluctuate significantly from quarte
guarter and year to year. Net losses and negadste ftows have had, and will continue to have,dreese effect on our stockholders’ equity
(deficit) and working capital.

We anticipate that our expenses will increase suistly if and as we:

» continue to develop and conduct additional-clinical studies and clinical trials with respeat@TF-354;

* initiate and continue research, non-clinicad ahnical development efforts for our other protoandidates and potential product
candidates

» seek to identify additional product candidai
» seek marketing approvals for our product candiddi@issuccessfully complete clinical tria

» establish sales, marketing, distribution arlteotommercial infrastructure in the future to coenanalize various products for
which we may obtain marketing approv

* require the manufacture of larger quantities ofipict candidates for clinical development and paaéiptcommercialization
* maintain, expand and protect our intellectual proypeortfolio;

» hire additional personne

e add equipment and physical infrastructure to supmar research and development;

« continue to implement the infrastructure necessasupport our product development and help us tpmiph our obligations as
public company

Our ability to become and remain profitable depesnsur ability to generate revenue. We do not exfzegenerate significant revenue
unless and until we are, or one of our collabogi®rable to obtain marketing approval for ancceasfully commercialize one or more of |
product candidates. This will require successtiarge of challenging activities, including compieticlinical trials of our product candidates,
obtaining marketing approval for these product ideites, manufacturing, marketing and selling thmeelucts for which we, or our
collaborators, may obtain marketing approval, §4tig any post-marketing requirements and
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obtaining reimbursement for our products from peviasurance or government payors. We, and oualoothtors, may never succeed in tt
activities and, even if we do, or one of our caliediors does, we may never generate revenuesrékarge enough for us to achieve
profitability. Even if we do achieve profitabilityye may not be able to sustain or increase prdfiitabn a quarterly or annual basis. Our
failure to become and remain profitable would dasesthe value of our company and could impair bilitato raise capital, expand our
business, maintain our research and developmenrtgftliversify our pipeline of product candidabesontinue our operations. A decline in
the value of our company could cause our stockmslatelose all or part of their investments in us.

We have a limited operating history and no historyof commercializing pharmaceutical products, which nay make it difficult to
evaluate the prospects for our future viability.

We began operations in April 2006. Our operatianddte have been limited to financing and stafing company, developing our
technology and product candidates and establigtotigborations. We have not yet demonstrated dityatsi successfully conduct a multi-
center, international clinical trial, conduct agasscale pivotal clinical trial, obtain marketingpaovals, manufacture a commercial scale
product or arrange for a third party to do so ontmhalf, or conduct sales and marketing activitiesessary for successful product
commercialization. Consequently, predictions almurtfuture success or viability may not be as aatguas they could be if we had a longer
operating history or a history of successfully depang and commercializing pharmaceutical products.

We will need substantial additional funding. If weare unable to raise capital when needed, we coulalforced to delay, reduce or
eliminate our product development programs or commeeialization efforts.

Developing pharmaceutical products, including canitig non-clinical studies and clinical trials @svery time-consuming, expensive and
uncertain process that takes years to completeexflect our expenses to increase in connectionawittongoing activities, particularly as we
initiate new clinical trials of, initiate new reseh and non-clinical development efforts for andksmarketing approval for, our product
candidates. In addition, if we obtain marketingrappl for any of our product candidates, we mayirgignificant commercialization
expenses related to product sales, marketing, rmatuifng and distribution to the extent that sualles marketing and distribution are not the
responsibility of one of our collaborators. In peutar, the costs that we may be required to ifiouthe manufacture of any product candidate
that receives marketing approval may be substafiabur knowledge, no deuterated drug has ever beecessfully commercialized.
Manufacturing a deuterated drug at commercial Stalg require specialized facilities, processesraaterials. Furthermore, we will contin

to incur costs associated with operating as a pwolinpany. Accordingly, we will need to obtain galsial additional funding in connection
with our continuing operations. If we are unabledise capital when needed or on attractive tewasnay be forced to delay, reduce or
eliminate our research and development progranasyfuture commercialization efforts.

In any event, our existing cash and cash equivalemtl investments will not be sufficient to funtadithe efforts that we plan to undertake or
to fund the completion of development of any of ptoduct candidates. Accordingly, we will be reedito obtain further funding through
public or private equity offerings, debt financingsllaborations and licensing arrangements orratberces. Adequate additional financing
may not be available to us on acceptable termat all. Our ability to obtain debt financing may lbeited by covenants we have made under
our Loan and Security Agreement with Hercules Tettgy Growth Capital, Inc., or Hercules, and owdge to Hercules of substantially all
of our assets, other than our intellectual propexsycollateral. The negative pledge in favor ofddkes with respect to our intellectual
property under the Loan and Security Agreementccuther limit our ability to obtain additional biefinancing. Our failure to raise capital
when needed would have a negative impact on oanéiial condition and our ability to pursue our Inesis strategy.

We believe our existing cash and cash equivalendsravestments as of December 31, 2014 will enabl® fund our operating expenses,
debt service and capital expenditure requiremerdsthe second half of 2016,
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without giving effect to potential milestone payreethat we may receive under existing collaboratigreements. Our estimate as to how
long we expect our existing cash and cash equiteabemd investments to be able to continue to furdbperations is based on assumptions
that may prove to be wrong, and we could use oailae capital resources sooner than we currexhect. Changing circumstances could
cause us to consume capital significantly fasten thre currently anticipate, and we may need togpeore money than currently expected
because of circumstances beyond our control. Qurddunding requirements, both short-term and {mrgn, will depend on many factors,
including:

» the progress, timing, costs and results ofadirtrials of, and research and non-clinical depetent efforts for, our product
candidates and potential product candidates, ingucurrent and future clinical trial

e our current collaboration agreements and achievenfanilestones under these agreeme

» our ability to enter into and the terms anditignof any additional collaborations, licensingotiher arrangements that we may
establish

» the number of product candidates that we pursudteiddevelopment requiremen
» the outcome, timing and costs of seeking regulaapprovals
» our headcount growth and associated costs as vaméxqur research and development and establismmercial infrastructure

» the costs of preparing, filing and prosecutiagent applications, maintaining and protectingiotellectual property rights and
defending against intellectual property relatedneta and

» the costs of operating as a public comp:

Raising additional capital may cause dilution to oustockholders, restrict our operations or requireus to relinquish rights to our
technologies or product candidates.

Until such time, if ever, as we can generate sulbisigoroduct revenues, we expect to finance osheweds through a combination of public
or private equity offerings, debt financings anditidnal collaborations and licensing arrangemewis.do not have any committed external
source of funds, other than potential milestonenpants and royalties under our collaborations wigtg€ne, Avanir and Jazz
Pharmaceuticals, each of which is subject to théeaement of development, regulatory or sales-basiézstones with respect to our product
candidates. To the extent that we raise additioapital through the sale of common stock, convierlecurities or other equity securities, the
ownership interests of our stockholders may be niadiiediluted, and the terms of these securitiesld include liquidation or other
preferences and anti-dilution protections that dadversely affect the rights of our stockholdersaddition, debt financing, if available,
would result in increased fixed payment obligatiansl may involve agreements that include resteatiovenants that limit our ability to take
specific actions, such as incurring additional detaking capital expenditures or declaring dividerttat could adversely impact our ability
to conduct our business. For example, our deblitiagiith Hercules contains restrictive covenaritatt among other things and subject to
certain exceptions, prohibit us from transferrimy af our material assets, merging with or acqgimother entity, entering into a transaction
that would result in a change of control, incurradgitional indebtedness, creating any lien onpsaperty, making investments in third
parties or redeeming stock or paying dividendsufautiebt securities or other financing arrangemeutfd contain similar or more restrictive
negative covenants.

If we raise additional funds through collaborati@nsnarketing, distribution or licensing arrangensenith third parties, we may have to
relinquish valuable rights to our technologiesufatrevenue streams or product candidates or ficanses on terms that may not be favor

to us. If we are unable to raise additional funttemwneeded, we may be required to delay, limiticedr terminate our product development
or future commercialization efforts or grant righdsdevelop and market product candidates that addwotherwise prefer to develop and
market ourselves.
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Our existing and any future indebtedness could advsely affect our ability to operate our business.

As of December 31, 2014, we had $7.2 million ofstariding borrowings under our Loan and Securityeggrent with Hercules that we are
required to repay in monthly installments througtigber 2015. We could in the future incur additiandebtedness beyond our borrowings
from Hercules.

Our outstanding indebtedness combined with ourrdthancial obligations and contractual commitmentsluding any additional
indebtedness beyond our borrowings from Herculesldchave significant adverse consequences, inufudi

. requiring us to dedicate a portion of our cestources to the payment of interest and principdlicing money available to fund
working capital, capital expenditures, product depment and other general corporate purpc

. increasing our vulnerability to adverse changegeineral economic, industry and market conditi

. subjecting us to restrictive covenants that meaipice our ability to take certain corporate axgior obtain further debt or equity
financing;

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we compete; ar

. placing us at a competitive disadvantage comparedit competitors that have less debt or better simtvicing options

In addition, although the rate of interest thatase required to pay under the Loan and Securityedaient is capped, our indebtedness under
the Loan and Security Agreement bears intereswatiable rate below that cap, making us vulneréblacreases in the market rate of
interest. If the market rate of interest increasdsstantially, we will have to pay additional irgstr on this indebtedness, which would reduce
cash available for our other business needs.

Failure to make payments or comply with other caags under our existing debt instruments couldltésan event of default and
acceleration of amounts due. Under our Loan andr@g@greement with Hercules, the occurrence oéaent that would reasonably be
expected to have a material adverse effect on asinbss, operations, assets or condition is ant @felefault. If an event of default occurs
and the lender accelerates the amounts due, wenatde able to make accelerated payments, anéitided could seek to enforce security
interests in the collateral securing such indel#ednwhich includes substantially all of our aseéter than our intellectual property. In
addition, the covenants under our existing delitumsents, the pledge of our assets as collatethttennegative pledge with respect to our
intellectual property could limit our ability to tdin additional debt financing.

RISKS RELATED TO THE DISCOVERY, DEVELOPMENT AND COM MERCIALIZATION OF OUR PRODUCT CANDIDATES

Our approach to the discovery and development of mduct candidates based on selective deuterationugsproven, and we do not knov
whether we will be able to develop any products afommercial value.

We are focused on discovering and developing nawelll molecule drugs that have improved metabaligh@armacokinetic characteristics as
a result of our selective substitution of deuterii@mhydrogen. We apply our proprietary platformststematically identify approved drugs,
advanced clinical candidates or previously studemipounds that we believe can be improved withetauh substitution to provide better
pharmacokinetic or metabolic properties and theresihyance clinical safety, tolerability or efficady our knowledge, no deuterated drug has
ever been approved for sale in the United StatdsleWe believe that selective deuteration can pceccompounds that possess favorable
pharmaceutical properties, we have not yet succkade may not succeed in demonstrating efficacysafety for any of our product
candidates in later stage clinical trials or inadhing marketing approval thereafter.
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Clinical drug development involves a lengthy and eensive process with an uncertain outcome.

Clinical testing is expensive, time-consuming andartain as to outcome. We cannot guarantee tlyatlanical trials will be conducted as
planned or completed on schedule, if at all. Thaadl development of our product candidates i€epgble to the risk of failure inherent at
any stage of drug development, including failureéoonstrate efficacy in a clinical trial or acrasigroad population of patients, the
occurrence of severe or medically or commerciatigaceptable adverse events, failure to comply prittiocols or applicable regulatory
requirements and determination by the Food and Budministration, or FDA, or any comparable foreigigulatory authority that a drug
product is not approvable. It is possible that ef@me or more of our product candidates has &figal effect, that effect will not be
detected during clinical evaluation as a resuttred or more of a variety of factors, including #iee, duration, design, measurements, cor
or analysis of our clinical trials. Conversely,aagesult of the same factors, our clinical triaynmdicate an apparent positive effect of a
product candidate that is greater than the acusitipe effect, if any. Similarly, in our clinicatials, we may fail to detect toxicity of or
intolerability caused by our product candidategngstakenly believe that our product candidateg@ti or not well tolerated when that is
not in fact the case.

While we believe that our DCE Platform may enabiggddiscovery and clinical development that is meffecient and less expensive than
conventional small molecule drug research and deveént, we may not be able to realize the advastdgd we expect. In addition, while a
key element of our drug discovery and developmiategyy involves utilizing existing information r@gling non-deuterated compounds to
assist the discovery and development of deutestatbgs of those compounds, not all of the prodawtlidates that we develop are based on
drugs or drug candidates that progressed into agwhclinical development. Particularly in theseaiions, existing information regarding
corresponding non-deuterated compound may notffieisat to mitigate drug development risks. Foagple, CTP-354 is subject to
development risks normally inherent in clinical deapment because no corresponding non-deuteratedaznd has been either evaluated in
non-clinical toxicology studies or clinically evalted. While the non-deuterated analog of GbRB-has been reported to activate the alphe
and 5 GABAAa receptors, which are associated with anti-spagticiuscle relaxation, anti-anxiety, anti-seizune gpotentially, anti-pain
activities, with approximately 40% of the vitro activity of a benzodiazepine, we do not know & ffharmacological profile of CT854 will
be clinically effective for treating spasticity dises of CTP-354 that are well tolerated.

In addition to the risk of failure inherent in drdgvelopment, certain of the deuterated compoumatsite, and our collaborators, are
developing and may develop in the future may bé&qadarly susceptible to failure to the extent tteeg based on compounds that others have
previously studied or tested, but did not progiestevelopment due to safety, tolerability or edfig concerns or otherwise. Deuteration of
these compounds may not be sufficient to overcdragtoblems experienced with the correspondingderierated compound.

We may not be able to continue further clinical deglopment of CTP-354. If we are unable to develophtain marketing approval for
or commercialize CTP-354, either alone or through @ollaboration, or experience significant delays imloing so, our business could be
materially harmed.

We currently have no products approved for sale. irccess of CTP-354 will depend on several facitmekiding:

. successful completion of non-clinical studiesjuding toxicology studies and related analysisluding those studies being conducted
to further evaluate C1-354 as a result of toxicology data from a-clinical in vivostudy of CTI-354 showing adverse effec

. successful completion of clinical trial
. receipt of marketing approvals from applicable ftathry authorities
. the performance of our future collaborators for 354, if any;

. the extent of any required p-marketing approval commitments to applicable regmeaauthorities
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. establishment of supply arrangements with thirdypeaw materials suppliers and manufactur

. our ability to manufacture or arrange for thenuafacture of CTP-354 in sufficient quantities tiggort clinical trials and potential future
commercialization

. establishment of arrangements with third party nf@cturers to obtain finished drug products thatagmeropriately packaged for sa
. obtaining and maintaining patent, trade secretggtain and regulatory exclusivity, both in the @xitStates and international

. amount of commercial sales, if and when appro

. a continued acceptable safety profile of (-354 following any marketing approv:

. commercial acceptance, if and when approved, bgmat the medical community and third party payarsl

. competition with other therapies, including bactgfézanidine, benzodiazepines and injected batutinoxin.

If we are unable to successfully develop, receiegketing approval for, and commercialize CTP-354xperience delays as a result of any
of these factors or otherwise, our business coelthaterially harmed.

If clinical trials of our product candidates fail to satisfactorily demonstrate safety and efficacy tthe FDA and other regulators, we, or
our collaborators, may incur additional costs or eperience delays in completing, or ultimately be uriale to complete, the development
and commercialization of these product candidates.

We, or our collaborators, must complete non-clihitevelopment and then conduct extensive clinigalstto demonstrate the safety and
efficacy of our product candidates in humans ireotd obtain marketing approval from regulatoryhauities for the sale of our product
candidates. Clinical testing is expensive, difficoldesign and implement, can take many yearsrapéete and is inherently uncertain as to
outcome. Further, the outcome of non-clinical stadind early clinical trials may not be predictifehe success of later clinical trials, and
interim results of a clinical trial do not necedlyapredict final results. Moreover, non-clinicatd clinical data are often susceptible to varying
interpretations and analyses. Many companies iphiaemaceutical and biotechnology industries havieed significant setbacks in late-
stage clinical trials after achieving positive iésin earlier development, and we cannot be aettat we will not face similar setbacks.

Any inability to successfully complete non-clinicaid clinical development could result in additioo@sts to us, or our collaborators, and
impair our ability to generate revenues from pradiates, regulatory and commercialization milessomed royalties. In addition, if (1) we, or
our collaborators, are required to conduct additiatinical trials or other testing of our prodweindidates beyond the trials and testing that
we, or they, contemplate (2) we, or our collabagtare unable to successfully complete clinidalgrof our product candidates or other
testing, (3) the results of these trials or testsumfavorable, uncertain or are only modestly fabte, or (4) there are unacceptable safety
concerns associated with our product candidatespmaur collaborators, in addition to incurringdéttbnal costs, may:

. be delayed in obtaining marketing approval for product candidate:
. not obtain marketing approval at ¢
. obtain approval for indications or patient popwas that are not as broad as intended or de:

. obtain approval with labeling that includesrsfizant use or distribution restrictions or sigoént safety warnings, including boxed
warnings;

. be subject to additional p-marketing testing or other requirements

. be required to remove the product from the market abtaining marketing approv:
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Even if we, or our collaborators, believe thattbgults of clinical trials for our product candidatvarrant marketing approval, the FDA or
comparable foreign regulatory authorities may disagaind may not grant marketing approval of oudpecb candidates.

If we, or our collaborators, experience any of a nmber of possible unforeseen events in connectionttviclinical trials of our product
candidates, potential marketing approval or commerilization of our product candidates could be delagd or prevented.

We, or our collaborators, may experience numerodigraseen events during, or as a result of, cliniGls that could delay or prevent
marketing approval of our product candidates, idiclg:

. clinical trials of our product candidates may proelunfavorable or inconclusive resu

. we, or our collaborators, may decide, or reutamay require us or them, to conduct additiatialcal trials or abandon product
development program

. the number of patients required for clinicéls of our product candidates may be larger thanow our collaborators, anticipate, patient
enrollment in these clinical trials may be slow®art we, or our collaborators, anticipate or pgrtiois may drop out of these clinical
trials at a higher rate than we, or our collabaigtanticipate

. our third party contractors or those of ouldawbrators, including those manufacturing our pataandidates or components or
ingredients thereof or conducting clinical triats @ur behalf or on behalf of our collaborators, rfeilyto comply with regulatory
requirements or meet their contractual obligatimngs or our collaborators in a timely manner calgl

. regulators or institutional review boards may authorize us, our collaborators or our or tireiestigators to commence a clinical trial
or conduct a clinical trial at a prospective tsdé;

. we, or our collaborators, may have delays athéng or fail to reach agreement on acceptalhécall trial contracts or clinical trial
protocols with prospective trial site

. patients that enroll in a clinical trial maysreépresent their eligibility to do so or may othisewnot comply with the clinical trial
protocol, resulting in the need to drop the paidram the clinical trial, increase the needed Bment size for the clinical trial or exte
the clinical tria’s duration:

. regulators or institutional review boards meguire that we, or our collaborators, or our oirthwestigators suspend or terminate
clinical research for various reasons, includingewnpliance with regulatory requirements or th&indards of conduct, a finding that
the participants are being exposed to unaccepkedalth risks, undesirable side effects or othexpeeted characteristics of the product
candidate or findings of undesirable effects caused chemically or mechanistically similar drugdoug candidate

. the FDA or comparable foreign regulatory auities may disagree with our or our collaboratoisiical trial design or our or their
interpretation of data from n-clinical studies and clinical trial:

. the supply or quality of raw materials or maaeifired product candidates or other materials sacg$o conduct clinical trials of our
product candidates may be insufficient, inadeqoateot available at an acceptable cost, or we mpgrence interruptions in supply;
and

. the approval policies or regulations of the FBrAcomparable foreign regulatory authorities migpi§icantly change in a manner
rendering our clinical data insufficient to obtamarketing approva

Product development costs for us, or our collaloosatwvill increase if we, or they, experience dslaytesting or pursuing marketing
approvals and we, or they, may be required to oladditional funds to complete clinical trials gmépare for possible commercialization of
our product candidates. We, and our collaborattrs)ot know whether any non-clinical tests or catitrials will begin as planned, will need
to be restructured or will be completed on schedudat all. Significant non-clinical or clinicaial delays also could shorten any periods
during which we, or our collaborators, may havedkelusive right to commercialize our product caiadés or
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allow our competitors, or the competitors of oultaj@orators, to bring products to market before aregur collaborators, do and impair our
ability, or the ability of our collaborators, tocessfully commercialize our product candidatesraagl harm our business and results of
operations. In addition, many of the factors thaaise, or lead to, clinical trial delays may ultietptead to the denial of marketing approve
any of our product candidates.

If we, or our collaborators, experience delays or ifficulties in the enrollment of patients in clinical trials, our, or their, receipt of
necessary regulatory approvals could be delayed @revented.

We, or our collaborators, may not be able to itétiar continue clinical trials for any of our pradweandidates if we, or they, are unable to
locate and enroll a sufficient number of eligibkgipnts to participate in clinical trials as reguiby the FDA or comparable foreign regula
authorities, such as the European Medicines Agdpatient enrollment is a significant factor in thring of clinical trials, and is affected by
many factors, including:

. the size and nature of the patient populat

. the severity of the disease under investigat
. the proximity of patients to clinical site

. the eligibility criteria for the trial

. the design of the clinical tria

. efforts to facilitate timely enrolimen

. competing clinical trials; an

. clinicians’ and patients’ perceptions as topléential advantages and risks of the drug betungdjed in relation to other available
therapies, including any new drugs that may be@pgat for the indications we are investigati

Our inability, or the inability of our collaborawrto enroll a sufficient number of patients for,ar their, clinical trials could result in
significant delays or may require us or them tonalom one or more clinical trials altogether. Enmaht delays in our, or their, clinical trials
may result in increased development costs for conlyct candidates, delay or halt the developmeandfapproval processes for our product
candidates and jeopardize our, or our collaboratabdlity to commence sales of and generate regeritom our product candidates, which
could cause the value of our company to declineliamtiour ability to obtain additional financing,needed.

We believe we, or our collaborators, may in some stances be able to secure clearances from the FDAammparable foreign
regulatory authorities to use expedited developmemiathways. However, if we or our collaborators arainable to obtain such
clearances, we, or they, may be required to conduetdditional non-clinical studies or clinical trials beyond those that we, or they,
contemplate, which could increase the expense oftaming, and delay the receipt of, necessary markitg approvals.

The deuterated compounds that we produce and selkvelop can have similar pharmacological propetis their corresponding non-
deuterated compounds. Therefore, we believe thabmeur collaborators, may, in some instancesie to obtain clearance from the FDA
or comparable foreign regulatory authorities tdoiel expedited development programs for some detg@@reompounds that reference and

on findings previously obtained from prior non-atial studies or clinical trials of the corresporglimon-deuterated compounds. For example,
our collaborator Avanir reported in June 2013 thatFDA has agreed to an expedited developmentvagtfor AVP-786, a product candid:
Avanir is developing that includes our licensedtdeated dextromethorphan compound, permitting Avemieference data from its
development of dextromethorphan and quinidinesiNID, and any future NDA, for AVP-786.
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While we anticipate that following an expedited el®pment pathway may be possible for some of otreatiand future product candidates,
we cannot be certain that we, or our collaborateils e able to secure clearance to follow sucpeglited development pathways from the
FDA or comparable foreign regulatory authoritiesatdition, if we follow, or one of our collaborasdollows, such an expedited regulatory
pathway and the FDA or comparable foreign regujasathorities are not satisfied with the result®orf having done so, such as might be the
case if a deuterated compound is found to havesinadide side effects or other undesirable propettiat were not anticipated based on the
corresponding non-deuterated compound, the FDArmidn regulatory authorities may be unwilling taugt clearance to follow expedited
development pathways for other deuterated compounds

Consequently, we, or our collaborators, may beireduo pursue full development programs with respe any product candidates that we,
or they, previously anticipated would be able titofw an expedited development pathway, includingdiecting a full range of non-clinical
and clinical studies to attempt to establish tHetgaand efficacy of these product candidates. édn® conduct a full range of development
activities would significantly increase the costslevelopment and length of time required before eveour collaborators, could seek
marketing approval of such a product candidateoagpared to the costs and timing that we or theigcigate. While we have been able to
reference, for purposes of some of our IND-enakldituglies, data generated during development afdhesponding non-deuterated
compound, we have not ourselves obtained clearfaoicethe FDA or any comparable foreign regulataugharity to reference such data in
connection with more advanced stages of development

Serious adverse events, undesirable side effectsather unexpected properties of our product candidges, including those that we have
licensed to collaborators, may be identified duringlevelopment that could delay or prevent the produccandidate’s marketing
approval.

All of our product candidates are still in non-atial and early-clinical stage development and ttisk of failure is high. Serious adverse
events or undesirable side effects caused by her ainexpected properties of, our product candsdedeld cause us, one of our collaborators,
an institutional review board or regulatory authies to interrupt, delay or halt clinical trials @fie or more of our product candidates and
could result in a more restrictive label or theagebr denial of marketing approval by the FDA omgarable foreign regulatory authorities. A
dose of a deuterated compound could, in compatsan equal dose of the corresponding non-deutkaapound, result in increased
exposure levels, distribution and half-life in thedy and alter the levels of particular metabolited are present in the body. These changes
may cause serious adverse events or undesiraklefetts that we or our collaborators did not@péite, whether based on the characteri

of the corresponding non-deuterated compound @raike. If any of our product candidates is astediavith serious adverse events or
undesirable side effects or have properties tletinexpected, we, or our collaborators, may neatbamdon development or limit
development of that product candidate to certa@s ws subpopulations in which the undesirable sftézts or other characteristics are less
prevalent, less severe or more acceptable froskebenefit perspective. Many compounds that imjtishowed promise in clinical or earlier
stage testing have later been found to cause uabiésior unexpected side effects that preventatidudevelopment of the compound.

Even if one of our product candidates receives magking approval, it may fail to achieve the degreefonarket acceptance by
physicians, patients, third party payors and othersn the medical community necessary for commerciaduccess and the market
opportunity for the product candidate may be smalle than we estimate.

Even if one of our product candidates, includingstlicensed to our collaborators, is approvecdhbyappropriate regulatory authorities for
marketing and sale, it may nonetheless fail to gaificient market acceptance by physicians, p&ighird party payors and others in the
medical community. For example, physicians aremofeductant to switch their patients from existthgrapies even when new and potentially
more effective or convenient treatments enter theket. Further, patients often acclimate to theapy that they are currently taking and do
not want to switch unless their physicians reconuir@mitching products or they are required to swit@rapies due to lack of reimbursement
for existing therapies.
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Efforts to educate the medical community and thady payors on the benefits of our product cartdslanay require significant resources
and may not be successful. If any of our produnti@ates is approved but does not achieve an atletpyvel of market acceptance, we may
not generate significant revenues and we may reuirbe profitable. The degree of market acceptanceioproduct candidates, including
those licensed to our collaborators, if approveccommercial sale, will depend on a number of fesstimcluding:

. the efficacy and safety of the produ

. the potential advantages of the product comparadtéonative treatment

. the prevalence and severity of any side effe

. the clinical indications for which the product gpsoved;

. whether the product is designated under physiceatrhent guidelines as a f-line therapy or as a secc- or thirc-line therapy
. limitations or warnings, including distribution aose restrictions, contained in the prors approved labeling

. our ability, or the ability of our collaborators, offer the product for sale at competitive pric

. the produc's convenience and ease of administration comparaliernative treatment

. the willingness of the target patient populatioriryo and of physicians to prescribe, the prod

. the strength of sales, marketing and distributigop®rt;

. the approval of other new products for the sam&#imns;

. changes in the standard of care for the targettidations for the produc

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

. availability and amount of reimbursement from geoweent payors, managed care plans and other thity payors.

The potential market opportunities for our prodeamdidates are difficult to precisely estimate. @stimates of the potential market
opportunities are predicated on many assumptiarisding industry knowledge and publications, thpatty research reports and other
surveys. While we believe that our internal assumngtare reasonable, these assumptions involvexiireise of significant judgment on the
part of our management, are inherently uncertaihthe reasonableness of these assumptions hasemabsessed by an independent source
If any of the assumptions proves to be inaccuthteactual markets for our product candidates cbaldmaller than our estimates of the
potential market opportunities.

If any of our product candidates receives marketingapproval and we, or others, later discover that th drug is less effective than
previously believed or causes undesirable side efts that were not previously identified, our ability to market the drug, or that of our
collaborators, could be compromised.

Clinical trials of our product candidates are cartdd in carefully defined subsets of patients waeehagreed to enter into clinical trials.
Consequently, it is possible that our clinicallfimay indicate an apparent positive effect of@pct candidate that is greater than the actual
positive effect, if any, or alternatively fail tdentify undesirable side effects. If, following appal of a product candidate, we, or others,
discover that the drug is less effective than pmesiy believed or causes undesirable side effaatstere not previously identified, any of the
following adverse events could occur:

. regulatory authorities may withdraw their approefithe drug or seize the dru

. we, or our collaborators, may be required to retbadldrug or change the way the drug is adminidit
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. additional restrictions may be imposed on the margeof, or the manufacturing processes for, theigaar drug, including the additic
of labeling statements, such a“black bos” warning or a contraindicatiol

. we may be subject to fines, injunctions or the isifion of civil or criminal penalties

. we, or our collaborators, may be required tate a Medication Guide outlining the risks of piheviously unidentified side effects for
distribution to patients

. we, or our collaborators, could be sued and halldi for harm caused to patients; i

. the drug may become less competit

Any of these events could have a material and aévefifect on our operations and business and ealviersely impact our stock price.

If we are unable to establish sales, marketing andistribution capabilities or enter into sales, marleting and distribution arrangements
with third parties, we may not be successful in comercializing any product candidates that we develoff and when those product
candidates are approved.

We do not have a sales, marketing or distributidrastructure and have no experience in the sadeketing or distribution of pharmaceutical
products. To achieve commercial success for anyoapd product, we must either develop a sales aar#teting organization or outsource
these functions to third parties. We plan to userabination of third party collaboration, licensiagd distribution arrangements and a
focused in-house commercialization capability tbaey products that receive marketing approval.

We generally plan to seek to retain full commerzaion rights for the United States for produttsttwe can commercialize with a
specialized sales force and to retain co-promatiosimilar rights for the United States when febsib indications requiring a larger
commercial infrastructure. The development of satesrketing and distribution capabilities will réquisubstantial resources, will be time-
consuming and could delay any product launch.dfdbmmercial launch of a product candidate for Wine recruit a sales force and estat
marketing and distribution capabilities is delagedioes not occur for any reason, we could haveaterely or unnecessarily incurred these
commercialization costs. This may be costly, andimeestment could be lost if we cannot retainepasition our sales and marketing
personnel. In addition, we may not be able to bireetain a sales force in the United States thatifficient in size or has adequate expertise
in the medical markets that we plan to target.dfave unable to establish or retain a sales fardevaarketing and distribution capabilities,
operating results may be adversely affected. temtial partner has development or commerciabragixpertise that we believe is
particularly relevant to one of our products, teenmay seek to collaborate with that potentialmereven if we believe we could otherwise
develop and commercialize the product independently

We plan to collaborate with third parties for conmoiglization in the United States of any produbist require a large sales, marketing and
product distribution infrastructure. We also plarcommercialize our product candidates outsidethiged States through collaboration,
licensing and distribution arrangements with thiedties. As a result of entering into arrangemeuiitis third parties to perform sales,
marketing and distribution services, our produgeraeies or the profitability of these product revesnmay be lower, perhaps substantially
lower, than if we were to directly market and ggtiducts in those markets. Furthermore, we maynsaacessful in entering into the
necessary arrangements with third parties or maynbéle to do so on terms that are favorable ténuaddition, we may have little or no
control over such third parties, and any of theny fad to devote the necessary resources and attettt sell and market our products
effectively.

If we do not establish sales and marketing capagslieither on our own or in collaboration witlir¢thparties, we will not be successful in
commercializing any of our product candidates tkaeive marketing approval.
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We face substantial competition from other pharmacetical and biotechnology companies and our operatimresults may suffer if we
fail to compete effectively.

The development and commercialization of new dmaglpcts is highly competitive. We expect that weg aur collaborators, will face
significant competition from major pharmaceuticaipanies, specialty pharmaceutical companies artddbinology companies worldwide
with respect to our product candidates that weéhey, may seek to develop or commercialize in tharé. Specifically, there are a number of
large pharmaceutical and biotechnology companigisciinrently market and sell products or are pungtine development of product
candidates for the treatment of neurologic disardaiabetic nephropathy, spasticity, inflammatiod aancer, and cystic fibrosis, the key
indications for our research and development pragr&Dur competitors may succeed in developing,idoguor licensing technologies and
drug products that are more effective, have fewenare tolerable side effects or are less costy tiny product candidates that we are
currently developing or that we may develop, whiohld render our product candidates obsolete andampetitive.

Avanir is developing AVP-786 for the treatment adijor depressive disorder. Avanir has also repdhatlit plans to develop AVP-786 for
agitation associated with Alzheimer’s Disease. €tae a number of marketed drugs and product caiedidn clinical development for these
indications.

We are developing CTP-499 as an additive treatmaetiite current standard of care for diabetic nepétioy in patients with
macroalbuminuria, which is treatment with angiotemsodulators. Angiotensin modulators are availairiea generic basis. If CTP-499
receives marketing approval, it may also face cditipe from a number of product candidates that@neently in clinical development,
including potentially competitive product candidate Phase 3 clinical development being pursueAliiyVie Inc., Janssen Research &
Development LLC and NephroGenex, Inc.

We are initially developing CTP-354 for the treatref spasticity in spinal cord injury and spadgyién multiple sclerosis. Current first-line
treatment for spasticity includes oral and locar#tig and physical and occupational therapy. Falrdsugs have been approved in the United
States for the treatment of spasticity: baclofeinrgsal®), tizanidine (Zanafle® ), diazepam (Valium) and dantrolene (Dantrififlp each of
which is available on a generic basis. Spastisiiso treated through localized injections of biotum toxin. In addition, there are several
potentially competitive product candidates in PHaséinical development being pursued by pharmacaiuand biotechnology companies,
including GW Pharmaceuticals plc and Osmotica Phaeuticals Corp.

JZP-386 is in a Phase 1 clinical trial for the tng@nt of excessive daytime sleepiness and cataplgxgtients with narcolepsy. The current
standard of care is treatment with sodium oxybateddition, Flamel Technologies is currently dey@hg an extended release formulation of
sodium oxybate for the treatment of narcolepsy.

Our commercial opportunity could be reduced or &lated if our competitors develop and commerciglimeducts that are safer, more
effective, have fewer or less severe side effexessmore convenient or are less expensive thap@ucts that we, or our collaborators, may
develop. Our competitors also may obtain FDA oeotharketing approval for their products before areur collaborators, are able to
obtain approval for ours, which could result in competitors establishing a strong market postiefore we, or our collaborators, are able to
enter the market.

Many of our existing and potential future compettbave significantly greater financial resourced expertise in research and development,
manufacturing, non-clinical testing, conductingnadal trials, obtaining marketing approvals and keéing approved products than we do.
Mergers and acquisitions in the pharmaceuticalldog:chnology industries may result in even mos®ueces being concentrated among a
smaller number of our competitors. Smaller or eathge companies may also prove to be significamipetitors, particularly through
collaborative arrangements with large and estabtistompanies. These competitors also compete with recruiting and retaining qualified
scientific and management personnel and estabfjdinical trial sites and patient registration @linical trials, as well as in acquiring
technologies complementary to, or necessary farpmgrams.
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We also face competition in the development of dezrtated compounds.

Several large pharmaceutical and biotechnology emigs have begun to cover deuterated analogsiopiteeluct candidates in patent
applications and may choose to develop these dagatecompounds. These large pharmaceutical anechiovlogy companies may have
significantly greater financial resources and efipelin research and development, manufacturingsatiaical testing, conducting clinical
trials, obtaining marketing approvals and marketipgroved products than we do. In addition, we kobwane biotechnology company,
Auspex Pharmaceuticals, Inc., and possibly tworstH2euteRx LLC and Berolina innovative Researath @avelopment Services Pharma
GmbH, that are developing product candidates basatkuterium substitution. These competitors mambee successful than us in
developing deuterated compounds. In addition, tkesgpetitors may enter into collaborative arrangemher business combinations that
result in their ability to research and developtdeated compounds more effectively than us. Ouemi@l competitors also include academic
institutions, government agencies and other puiit private research organizations.

If our competitors in the development of deuteratechpounds are able to grow their intellectual propestates and create new and
successful deuterated compounds more effectively tis, our ability to identify additional compourfds non-clinical and clinical
development and obtain product revenues in futargs could be compromised, which could resustigmificant harm to our operations and
financial position.

If the FDA or comparable foreign regulatory authorities approve generic versions of any of our produstthat receive marketing
approval, or such authorities do not grant our prodicts appropriate periods of data exclusivity beforeapproving generic versions of
our products, the sales of our products could be agrsely affected.

Once an NDA is approved, the product covered thebelcomes a “reference listed drug” in the FDA’blpmation, “Approved Drug Products
with Therapeutic Equivalence Evaluationslanufacturers may seek approval of generic versidmeference listed drugs through submis:
of abbreviated new drug applications, or ANDAstHa United States. In support of an ANDA, a genaranufacturer need not conduct
clinical studies. Rather, the applicant generaliyshshow that its product has the same active digmé(s), dosage form, strength, route of
administration and conditions of use or labelinghesreference listed drug and that the generisieeiis bioequivalent to the reference listed
drug, meaning it is absorbed in the body at theesate and to the same extent. Generic productsbeajgnificantly less costly to bring to
market than the reference listed drug and compéahéproduce generic products are generally @btéfer them at lower prices. Thus,
following the introduction of a generic drug, arsigcant percentage of the sales of any brandedymioor reference listed drug may be
typically lost to the generic product.

The FDA may not approve an ANDA for a generic pretduntil any applicable period of non-patent exudlityg for the reference listed drug
has expired. The Federal Food, Drug, and Cosmeticok FDCA, provides a period of five years of fmtent exclusivity for a new drug
containing a new chemical entity. Specificallycases where such exclusivity has been grantedNd&»¥may not be filed with the FDA
until the expiration of five years unless the sugsitn is accompanied by a Paragraph IV certificatt@t a patent covering the reference
listed drug is either invalid or will not be infged by the generic product, in which case the aaptimay submit its application four years
following approval of the reference listed drug. Whwe believe that our product candidates corsative ingredients that would be treate
new chemical entities by the FDA and, thereforepiproved, should be afforded five years of datdusivity, the FDA may disagree with
that conclusion and may approve generic produtes afperiod that is less than five years. Manuf&es may seek to launch these generic
products following the expiration of the applicabtarketing exclusivity period, even if we still leapatent protection for our product.

Competition that our products may face from geneeisions of our products could materially and aslely impact our future revenue,
profitability and cash flows and substantially lirour ability to obtain a return on the investmemtshave made in those product candidates.
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To the extent we, or our collaborators, market prodicts that are deuterated analogs of generic drugéat are approved or will be
approved while we market our products, our productswill likely compete against these generic productand the sales of our products
could be adversely affected.

We anticipate that some of the products that weuorcollaborators, may develop will be deuteratedlogs of approved drugs that are or
then be available on a generic basis. In additfome develop a product that is a deuterated anaf@nongeneric approved drug, the FDA
comparable foreign regulatory authorities may algprove generic versions of the corresponding reanestated drug. If approved, we expect
that our deuterated products will compete agahesdd generic non-deuterated compounds in the satfivations. Efforts to educate the
medical community and third party payors on thedfigsof any product that we develop as compardtiéaorresponding non-deuterated
compound, or generic versions of it, may requigaigicant resources and may not be successfuhy$igians, rightly or wrongly, do not
believe that a product that we, or our collabostdevelop offers substantial advantages overahesponding non-deuterated compound, or
generic versions of the corresponding non-deutdredenpound, or that the advantages offered by mdyzt as compared to the
corresponding non-deuterated compound, or its gewersions, are not sufficient to merit the inaea price over the corresponding non-
deuterated compound, or its generic versionswiabr our collaborators, would seek, physicianghinot prescribe that product. In
addition, third party payors may refuse to providienbursement for a product that we, or our coltabtmrs, develop when the corresponding
non-deuterated compound, or generic versions ofdhesponding non-deuterated compound, offer aprealternative therapy in the same
indication, or may otherwise encourage use of treesponding non-deuterated compound, or genersiores of the corresponding non-
deuterated compound, over our product, even ipooduct possesses favorable pharmaceutical preperti

Competition that our product candidates may fasmfany generic non-deuterated product on whictpoeaiuct candidate is based or a later-
approved generic version of a branded non-deutkmateluct on which our product is based, could nedtg and adversely impact our future
revenue, profitability and cash flows and substdiytiimit our ability to obtain a return on theviestments we have made in those product
candidates.

Even if we, or our collaborators, are able to commeialize any product candidate that we, or they, deelop, the product may become
subject to unfavorable pricing regulations, third party payor reimbursement practices or healthcare réorm initiatives that could harm
our business.

The commercial success of our product candidatkslepend substantially, both domestically and alr@mn the extent to which the costs of
our product candidates will be paid by health maianhce, managed care, pharmacy benefit and sineitdthcare management organizations,
or reimbursed by government health administratigih@rities, private health coverage insurers ahérmthird party payors. Government
authorities and third party payors, such as priba@th insurers and health maintenance organimtatecide which medications they will
cover and establish reimbursement levels. The sk industry is acutely focused on cost contaimipimth in the United States and
elsewhere. Government authorities and third paatyops have attempted to control costs by limitingezage and the amount of
reimbursement for particular medications, whichldaffect our ability or that of our collaboratdmssell our product candidates profitably.
These payors may not view our products, if anycass-effective, and coverage and reimbursementmoaipe available to our customers, or
those of our collaborators, or may not be suffitierallow our products, if any, to be marketedaocompetitive basis. Cost-control initiatives
could cause us, or our collaborators, to decrdasgrice we, or they, might establish for produetsich could result in lower than anticipal
product revenues. If reimbursement is not availadnlés available only to limited levels, we, orraollaborators, may not be able to
successfully commercialize our product candidd&een if coverage is provided, the approved reimdiment amount may not be high eno
to allow us, or our collaborators, to establishm@intain pricing sufficient to realize a sufficiaeturn on our or their investments.

There is significant uncertainty related to thiatty payor coverage and reimbursement of newly@amat drugs. Marketing approvals, pric
and reimbursement for new drug products vary widiegn country to
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country. Some countries require approval of the pate of a drug before it can be marketed. Inyr@untries, the pricing review period
begins after marketing or product licensing appr/granted. In some foreign markets, prescrippbarmaceutical pricing remains subject
to continuing governmental control even after aliipproval is granted. As a result, we, or oulat@rators, might obtain marketing approval
for a product in a particular country, but thensbibject to price regulations that delay commeteaiahch of the product, possibly for lengthy
time periods, which may negatively impact the rexenwe are able to generate from the sale of thaupt in that country. Adverse pricing
limitations may hinder our ability or the ability our collaborators to recoup our or their investiria one or more product candidates, evt
our product candidates obtain marketing approval.

Third party payor coverage of newly approved dmngg be more limited than the indications for whilsh drugs are approved by the FDA or
comparable foreign regulatory authorities. Moreoedigibility for reimbursement does not imply traaty drug will be paid for in all cases or
at a rate that covers our costs, including reseaeelopment, manufacture, sale and distributRgimbursement rates may vary, by way of
example, according to the use of the drug andlthieal setting in which it is used. Reimbursemeates may also be based on reimbursel
levels already set for lower cost drugs or mayrgeiiporated into existing payments for other s@wic

In addition, increasingly, third party payors agguiring higher levels of evidence of the beneitd clinical outcomes of new technologies
and are challenging the prices charged. We, andalaborators, cannot be sure that coverage withmilable for any product candidate that
we, or they, commercialize and, if available, tina reimbursement rates will be adequate. Furthemet reimbursement for drug products
may be subject to additionalreductions if therecr@nges to laws that presently restrict importdrafis from countries where they may be
sold at lower prices than in the United Statesirfability to promptly obtain coverage and adequetgment rates from both government-
funded and private payors for any our product adateis for which we, or our collaborators, obtairrkating approval could have a material
adverse effect on our operating results, our ghititraise capital needed to commercialize prodactsour overall financial condition.

We may not be successful in our efforts to identifgr discover additional potential product candidates.

A significant portion of our research involves ttevelopment of new deuterated compounds using Qi Blatform. These efforts may not
be successful in creating compounds that have caoommhgalue or therapeutic utility beyond the cepending non-deuterated compound, or
at all. Our research programs may initially showrpise in creating potential product candidatesfaiéto yield viable product candidates for
clinical development for a number of reasons, idiig:

. deuterated analogs of existing non-deuterad@gpounds or newly designed deuterated compoundswtajemonstrate satisfactory
efficacy or other benefits, such as convenienatosfng, increased tolerability, enhanced formatibdesirable active metabolites or
reduced formation of toxic metabolite

. potential product candidates may, on furthedgt be shown to have harmful side effects or othearacteristics that indicate that they
are unlikely to be products that will receive mditkg approval and achieve market acceptanc

. pharmaceutical companies have begun to clainedated analogs of their compounds in patengfjmesulting in otherwise promising
deuterated product candidates already being cowmr@atents or patent applicatio

If we are unable to identify suitable additionaihqmounds for non-clinical and clinical developmentr ability to develop product candidates
and obtain product revenues in future periods cbaldompromised, which could result in significhatm to our financial position and
adversely impact our stock price.
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Product liability lawsuits against us could divertour resources, cause us to incur substantial lialiies and limit commercialization of
any products that we may develop.

We face an inherent risk of product liability clamas a result of the clinical testing of our pradtandidates despite obtaining appropriate
informed consents from our clinical trial particips. We will face an even greater risk if we or oallaborators commercially sell any
product that we may or they may develop. If we carsniccessfully defend ourselves against prodabtlitiy claims, we may incur substantial
liabilities or be required to limit commercializai of our product candidates. Regardless of thétsn@reventual outcome, liability claims
may result in:

. decreased demand for our product candidates ouptethat we may develo
. injury to our reputation and significant negativedia attention

. withdrawal of clinical trial participants

. significant costs to defend litigatio

. initiation of investigations by regulatot

. product recalls, withdrawals or labeling, marketargoromotional restriction:
. substantial monetary awards to trial participamtpatients

. loss of revenue; ar

. the inability to commercialize any products thatmway develop

Although we maintain product liability insurancevesage, it may not fully cover potential liabiligi¢ghat we may incur. The cost of any
product liability litigation or other proceedingyen if resolved in our favor, could be substantfdé will need to increase our insurance
coverage if and when we begin selling any prodaodaate that receives marketing approval. In &fdiinsurance coverage is becoming
increasingly expensive. If we are unable to obtaiimaintain sufficient insurance coverage at arpiable cost or to otherwise protect ag:
potential product liability claims, it could prevenr inhibit the development and commercial proguctand sale of our product candidates,
which could adversely affect our business, findnmadition, results of operations and prospects.

JZP-386 is a deuterated analog of a Schedule | caalled substance and will likely be classified as 8chedule | or Schedule I
controlled substance, which could substantially lirit our ability to obtain the quantities of JZP-386needed to conduct clinical trials
and the ability of our collaborator to market and Il JZP-386 if it receives marketing approval. We ko0 expect our product candidate
CTP-354 will be classified as a Schedule 1V contdeld substance, which could substantially limit ouability to market and sell CTP-
354 if it receives marketing approval.

The placement of drugs or other substances intedsdbs under the Controlled Substances Act of 187GQSA, is based upon the substaace
medical use, potential for abuse and safety ormi#grece liability. Under the CSA, every person whaenofactures, distributes, dispenses,
imports or exports any controlled substance mugster with the U.S. Drug Enforcement Agency, orA)Enless exempt. Our product
candidate JZP-386, which we have licensed to Jaamfaceuticals, is a deuterium-substituted analegdium oxybate. Sodium oxybate is
regulated as a chemical by the DEA as a Schedidattolled substance. Because of the Schedulessiéilzation of sodium oxybate, JZP-386
is regulated by the DEA as a Schedule | contrdigastance. As a result, we or Jazz Pharmaceuwidalse required to obtain a license to
ship the chemical intermediate that we are usirth@precursor to JZP-386, which may delay or pretlee manufacturing of JZP-386 for
clinical trials.

Specifically, the DEA limits the quantity of cemiachedule | controlled substances that may beugextlin the United States in any year
through a quota system. If our contract manufacsuier JZP-386, or those for Jazz Pharmaceutinasiufacture JZP-386 in the United
States, they will be required to obtain separaté QEotas
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to supply us or Jazz Pharmaceuticals with JZP-88éh& conduct of clinical trials. Different, bubtentially no less burdensome regulations,
may apply if we or Jazz Pharmaceuticals chooserttract for the manufacture of JZP-386 outsidéheflinited States.

The process of obtaining the quotas needed to @bridel planned clinical trials of JZB86 may involve lengthy legal and other efforts am

or Jazz Pharmaceuticals, or suppliers or manufactdior us or Jazz Pharmaceuticals, may not betalabtain sufficient quotas from the
DEA. If we or Jazz Pharmaceuticals, or suppliersianufacturers for us or Jazz Pharmaceuticals,otaintain the quotas that are needed on
a timely basis, or at all, we and Jazz Pharmacaatinay not be able to conduct, on a timely basét all, the clinical trials of JZP-386 that
are planned, and our business, financial conditiesylts of operations and growth prospects coelddversely affected.

If JZP-386 is approved for marketing in the Unif&dtes, we believe that the commercial drug comigidZP-386 will remain subject to the
CSA as a Schedule Il controlled substance. Thesgictions could limit the marketing and distrilout of the commercial drug containing
JZP-386.

We also expect our product candidate, CTP-354,heiltlassified as a Schedule 1V controlled subgtamdler the CSA. Although the CSA’s
restrictions governing substances in Schedule &/hat as stringent as those for substances in 8khit they too could substantially limit
our ability to market and sell CTP-354, if it isppved for marketing.

In addition, failure to maintain compliance withpdipable requirements under the CSA, particulagiyra@nifested in loss or diversion of
regulated substances, can result in enforcemepnatiat could include civil penalties, refusakémew registrations or quotas, revocation of
registrations or quotas or criminal proceedingy, @rwhich could have a material adverse effecbonbusiness, results of operations and
financial condition. Individual states also regalabntrolled substances, and we and Jazz Pharrieatguénd contract manufacturers for us
and Jazz Pharmaceuticals, will be subject to ségfelation on distribution of these products.

RISKS RELATED TO OUR DEPENDENCE ON THIRD PARTIES

We depend on collaborations with third parties forthe development and commercialization of some of ogproduct candidates and
expect to continue to do so in the future. Our prgsects with respect to those product candidates witlepend in significant part on the
success of those collaborations.

We have entered into collaborations with Celgeneganv and Jazz Pharmaceuticals for the developamghtommercialization of certain of
our product candidates and expect to enter intd@iaddl collaborations in the future. We have liedtcontrol over the amount and timing of
resources that our collaborators dedicate to theldpment or commercialization of our product caadiés and our ability to generate
revenues from these arrangements will depend ogalaborators’ abilities to successfully perforne functions assigned to them in these
arrangements. In addition, our collaborators haeeight to abandon research or development pograd terminate applicable agreements,
including funding obligations, prior to or upon teepiration of the agreed upon terms.

Collaborations involving our product candidatesgpasiumber of risks, including:
. collaborators have significant discretion in detieing the efforts and resources that they will ggplthese collaboration
. collaborators may not perform their obligationsapected

. collaborators may not pursue development ameheercialization of our product candidates or macehot to continue or renew
development or commercialization programs, basedinital trial results, changes in the collaboratstrategic focus or available
funding or external factors, such as an acquisitileat divert resources or create competing prés;
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. collaborators may delay clinical trials, proishsufficient funding for a clinical trial prograrstop a clinical trial or abandon a product
candidate, repeat or conduct new clinical trialseguire a new formulation of a product candidatecfinical testing

. product candidates developed in collaboratiith ws, including in particular product candidalesed on deuteration of a collaborator’s
marketed drugs or advanced clinical candidates, lmayiewed by our collaborators as competitive lisir own product candidates or
products, which may cause collaborators to ceadevote resources to the commercialization of eadpct candidate:

. a collaborator with marketing and distributidghts to one or more products may not commit sidfit resources to the marketing and
distribution of such product or produc

. disagreements with collaborators, includingadreements over proprietary rights, contract imetggion or the preferred course of
development, might cause delays or terminatiomefréesearch, development or commercialization edyct candidates, might lead to
additional responsibilities for us with respecptoduct candidates, or might result in litigatiaraobitration, any of which would be
time-consuming and expensiv

. collaborators may not properly maintain or defendiatellectual property rights or may use our prefary information in such a way
to invite litigation that could jeopardize or iniddte our intellectual property or proprietary infation or expose us to potential
litigation;

. collaborators may infringe the intellectual progeights of third parties, which may expose ustigdtion and potential liability; an

. collaborations may be terminated and, if teateéd, may result in a need for additional capdgiursue further development or
commercialization of the applicable product cantiid:

Collaboration agreements may not lead to developa@recommercialization of product candidates inrhest efficient manner or at all. If a
collaborator of ours is involved in a business coration, it could decide to delay, diminish or témate the development or
commercialization of any product candidate licenseid by us.

We expect to seek to establish additional collabotians, and if we are not able to establish them ocommercially reasonable terms, we
may have to alter our development and commercializan plans.

Our drug development programs and the potentiaihceroialization of our product candidates will regusubstantial additional cash to fund
expenses. We are seeking a collaborator for CTPa#8i9may seek one or more collaborators for theldpment and commercialization of
one or more of our product candidates. We do nieatly intend to conduct further clinical developm of CTP-499 absent such a
collaboration.

We face significant competition in seeking apprafaricollaborators. Whether we reach a definitiveament for collaboration will depend,
among other things, upon our assessment of thaebmoktor’'s resources and expertise, the terms amdittons of the proposed collaboration
and the proposed collaborator’s evaluation of almemof factors. Those factors may include the paikedifferentiation of our product
candidate from its corresponding non-deuteratetbgndesign or results of clinical trials, the lik@od of approval by the FDA or
comparable foreign regulatory authorities and dwutatory pathway for any such approval, the paéntarket for the product candidate, the
costs and complexities of manufacturing and deilinethe product to patients and the potential ehpeting products. The collaborator may
also consider alternative product candidates dmiglogies for similar indications that may be aahlé for collaboration and whether such
collaboration could be more attractive than thewitk us for our product candidate.

Collaborations are complex and time-consuming gotiate and document. In addition, there have lzegignificant number of recent
business combinations among large pharmaceuticapanies that have resulted in a reduced numbestehpal future collaborators. We are
also restricted under the terms of certain of aisting collaboration agreements from entering itwtlaborations regarding or otherwise
developing specified
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compounds that are similar to the compounds tleasalbject to those agreements and collaboraticzeaggnts that we enter into in the future
may contain further restrictions on our abilityeioter into potential collaborations or to otherwdswelop specified compounds.

We may not be able to negotiate collaborationsCfoP-499 or our other product candidates on a tirhakjs, on acceptable terms, or at all. If
we are unable to do so, we may have to limit theelbment of the product candidate for which wesaeking to collaborate, reduce or de
its development program or one or more of our otleelopment programs, delay its potential comraéirgtion or reduce the scope of any
sales or marketing activities, or increase our egjiares and undertake development or commerctadizactivities at our own expense. If
elect to increase our expenditures to fund devetorirar commercialization activities on our own, nvay need to obtain additional capital,
which may not be available to us on acceptablegemat all. If we do not have sufficient funds, may not be able to further develop our
product candidates or bring them to market and ige@@groduct revenue. In cases where we seekabooditor for a product compound the
a deuterated analog of a compound that has beeiopse/ developed, failure to enter into a colladt@n with the developer of the
corresponding non-deuterated compound may resaltass of the potential to obtain clearance frobemREDA to follow expedited
development programs that reference and rely atirfgs previously obtained from the developer’s prion-clinical or clinical studies of the
corresponding non-deuterated compound.

We rely on third parties to conduct our clinical trials and some aspects of our research and non-cliail testing. If they terminate their
relationships with us or do not perform satisfactoily, our business may be materially harmed.

We do not independently conduct clinical trialsaafy of our product candidates. We rely on thirdipar such as contract research
organizations, clinical data management organiratimedical institutions and clinical investigatdosconduct these clinical trials and expect
to rely on these third parties to conduct clinicils of any other product candidate that we dgwelWe also rely on third parties to conduct
some aspects of our research and non-clinicahtesind expect to rely on these third parties irfahgre. Any of these third parties may
terminate their engagements with us under ceriatnmstances. If any of our relationships with #hésrd parties terminate, we may not be
able to enter into arrangements with alternativel tharties on commercially reasonable terms aillaBwitching to or adding additional third
parties would involve additional cost and requir@iagement time and focus. In addition, there iataral transition period when a new third
party commences work, which could result in defaysur product development activities. Although seek to carefully manage our
relationships with our contract research organiresj any such challenges or delays could have erialeddverse impact on our business,
financial condition and prospects.

Our reliance on these third parties for clinical@lepment activities limits our control over thessgivities but we remain responsible for
ensuring that each of our studies is conducteddéor@ance with the applicable protocol, legal, tatpuy and scientific standards. For
example, notwithstanding the obligations of a cacitresearch organization for a trial of one of piaduct candidates, we remain responsible
for ensuring that each of our clinical trials isxdacted in accordance with the general investigatiplan and protocols for the trial.
Moreover, the FDA requires us to comply with stadacommonly referred to as current Good ClinRalctices, or cGCPs, for conducting,
recording and reporting the results of clinicahlsito assure that data and reported results edébe and accurate and that the rights, inte
and confidentiality of trial participants are proted. The FDA enforces these cGCPs through periodjpections of trial sponsors, principal
investigators, clinical trial sites and institutadmeview boards. If we or our third party contaastfail to comply with applicable cGCPs, the
clinical data generated in our clinical trials nmteydeemed unreliable and the FDA may require petform additional clinical trials before
approving our product candidates, which would dé¢teeymarketing approval process. We cannot beindttat, upon inspection, the FDA
will determine that any of our clinical trials compvith cGCPs. We are also required to registaricéil trials and post the results of
completed clinical trials on a governmestensored database, ClinicalTrials.gov, withinaiartimeframes. Failure to do so can result ingj
adverse publicity and civil and criminal sanctions.
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Furthermore, these third parties are not our engasyand except for remedies available to us ungegreements with such contractors, we
cannot control whether or not they devote sufficiéne, skill and resources to our ongoing develeptiprograms. These contractors may
also have relationships with other commercial Egjtincluding our competitors, which could impékdeir ability to devote appropriate time
to our clinical programs. If these third partiesra successfully carry out their contractual dajtireeet expected deadlines or conduct their
services in accordance with our contracts, regojatequirements or our stated protocols, we maybeadble to obtain, or may be delayed in
obtaining, marketing approvals for our product ddates. If that occurs, we will not be able tonuay be delayed in our efforts to,
successfully commercialize our product candiddtesuch an event, our financial results and thernenaial prospects for any product
candidates that we seek to develop could be haroued:osts could increase and our ability to gerel@venues could be delayed, impaire
foreclosed.

We also rely on other third parties to store arsdritiute drug supplies for our clinical trials. Apgrformance failure on the part of our
distributors could delay clinical development orrk&ing approval of our product candidates or comuiaézation of any resulting products,
producing additional losses and depriving us oéptiél product revenue.

Because there are limited sources of deuterium, wand our collaborators, are exposed to a number afsks and uncertainties
associated with our deuterium supply.

We believe that all of the deuterium that we usmanufacturing our product candidates is curremdisived, directly or indirectly, from
deuterium oxide. For most of our deuterium supplg.rely on bulk supplies of deuterium oxide whicé gurrently source from multiple
suppliers, including two located in North Americae of which is in the United States.

In order to internationally transport any deuterioxide that we purchase from our current or potéftiture foreign suppliers, we, or our
suppliers, may be required to obtain an exporhbeefrom the country of origin and we may be regplito obtain an International Import
Certificate or other governmental approvals or emstes from the country of destination. We are edgiired to obtain an export license fi
the Nuclear Regulatory Commission before shippiagterium oxide from the United States to any caitn@anufacturer in another country.
Export licenses and certain other required docusneraty specify the maximum amount of deuterium oxlid¢ we, or our suppliers, are
permitted to either import or export. In order & to obtain supplies of deuterium oxide from fgresuppliers, they may be required to ok
an export license from the country of origin andmay be required to obtain domestic governmentat@als or assurances. In addition, our
current U.S. export licenses may be insufficieniiet our future requirements. We, or our supplimay not be able to obtain such licenses,
approvals or assurances in a timely manner of.at al

Certain of our manufacturing processes for our pebdandidates incorporate deuterium by using datgé chemical intermediates or
reagents that are derived from deuterium oxide ti@ideuterated chemical intermediates and reageatare not subject to the license
requirements applicable to deuterium oxide; howdlvermanufacturer of the deuterated chemical inéeliade or reagent may themselves be
required to obtain deuterium oxide under applicdibEnsing requirements. Most of the manufactuoéithese deuterated chemical
intermediates and reagents are not located in dearhat produce bulk quantities of deuterium exitiherefore, our ability to source these
deuterated chemical intermediates will depend erattility of these manufacturers to obtain deuteraxide from other countries. In the
future we may arrange for supplies of deuteratemiribal intermediates or reagents from manufactuoeeted in countries from which they
can source deuterium oxide in bulk. However, cattnaanufacturers in these countries may not repteseiable alternative to our current
suppliers. We do not have long-term agreements avitrsuppliers of deuterated chemical intermediatesagents and we obtain some of
these deuterated chemical intermediates or reaffentssingle sources, putting us at risk of uncolfed cost increases or supply interrupti
if we cannot establish alternative sourcing arramgas. Deuterated chemical intermediates may beresige or difficult to obtain or may be
produced by specialized techniques that are natlwigracticed and we may not be able to enterantangements for larger scale supply of
deuterated chemical intermediates on acceptabtestar at all.
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We estimate that our current sources of deuterixicheowill be sufficient to meet our anticipated vggments; however, we do not have long-
term agreements with our current suppliers. If weereot able to establish or maintain supply arramygs, or any relevant foreign
governments decide to withhold authorizations lier éxport of deuterium oxide that we seek, we neayrable to secure alternative sources.
If we are unable to obtain sufficient supplies efitkrium oxide from our current suppliers or outepdial future foreign supplier, we would

be forced to either seek alternative suppliersenfterium oxide, likely in other countries, or attative sources of deuterium. Such alternative
supplies may not be available to us on acceptabfest or at all.

If we are unable to obtain sufficient supplies efitkrium, our ability to produce our product caatid would be impeded and our business,
financial condition and prospects could be harnhegarticular, certain of our manufacturing pro@ssare projected to require particularly
large quantities of deuterium for late-stage chhicials and for commercialization. Consequerdlyy adverse impact on our ability to obtain
deuterium oxide from our current suppliers, impltiterium oxide into the United States or expouteiéum oxide to our contract
manufacturers could have a particularly severe anpa our ability to develop or commercialize thpseduct candidates.

Similarly, to develop and commercialize any of beensed product candidates, our collaboratorsweiéld to obtain supplies of deuterium
will be subject to risks and requirements in comioacwith sourcing deuterium that are similar te ttnes that we face. In addition, if any of
our product candidates is approved by the FDA, therDA will also have regulatory jurisdiction awbe manufacture and use of deuterium
oxide and deuterated chemical intermediates orergagn such products. Any adverse impact on auvuo collaborators’, ability to obtain
deuterium could delay or prevent the developmerbormercialization of our product candidates, widohld have a material adverse effect
on our business.

We contract with third parties for the manufacture and distribution of our product candidates for non-clinical and clinical testing and
expect to continue to do so in connection with ouuture development and commercialization efforts. his reliance on third parties
increases the risk that we will not have sufficientuantities of our product candidates or such quarities at an acceptable cost, which
could delay, prevent or impair our development or ommercialization efforts.

We currently have only very limited internal cagiigis to manufacture our product candidates. Wheettily rely, and expect to continue to
rely, on third party contractors to manufacture-atinical and clinical supplies of our product cadates and to package, label and ship these
supplies. We expect to rely on third party conwesto manufacture, package, label and distribatensercial quantities of any product
candidate that we commercialize following apprdealmarketing by applicable regulatory authoritiBeliance on such third party
contractors entails risks, including:

. manufacturing delays if our third party contoas give greater priority to the supply of otheogiucts over our product candidates or
otherwise do not satisfactorily perform accordiaghe terms of the agreements between us and"

. the possible termination or nonrenewal of agreembytour third party contractors at a time thatdstly or inconvenient for u:
. the possible breach by the third party contraadbisur agreements with thet
. the failure of third party contractors to complythvapplicable regulatory requiremer

. the possible mislabeling of clinical supplipstentially resulting in the wrong dose amounts\beupplied or active drug or placebo not
being properly identifiec

. the possibility of clinical supplies not beidglivered to clinical sites on time, leading tanadal trial interruptions, or of drug supplies
not being distributed to commercial vendors imaelly manner, resulting in lost sales; ¢

. the possible misappropriation of our proprietatfpimation, including our trade secrets and k-how.
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If any of our product candidates are approved lyyragulatory agency, we plan to enter into agredseith third party contract
manufacturers for the commercial production anttidistion of those products. It may be difficultfos to reach agreement with a contract
manufacturer on satisfactory terms or in a timegnmer, especially if the manufacturer believes itniquely suited to use our deuterium
chemistry manufacturing processes or that our deatechemistry manufacturing processes bear grgatetuction risks than manufacture of
non-deuterated compounds. In addition, we may ¢acepetition for access to manufacturing faciligesthere are a limited number of
contract manufacturers operating under current gowadufacturing practices, or cGMPs, that are capabmanufacturing our product
candidates. Consequently, we may not be able thragreement with third party manufacturers orstattory terms, which could delay our
commercialization efforts.

Third party manufacturers are required to complhwiGMPs and similar regulatory requirements oetsice United States. Facilities used
our third party manufacturers must be approvechbyRDA after we submit an NDA and before poterdjgbroval of the product candidate.
Similar regulations apply to manufacturers of ourduct candidates for use or sale in foreign coesmtiWe do not control the manufacturing
process and are completely dependent on our thitg pmanufacturers for compliance with the applieabgulatory requirements for the
manufacture of our product candidates. If our maatufrers cannot successfully manufacture matéréldonforms to the strict regulatory
requirements of the FDA and any applicable foreggulatory authority, they will not be able to sexthe applicable approval for their
manufacturing facilities. If these facilities aretmpproved for commercial manufacture, we may niedithd alternative manufacturing
facilities, which could result in delays in obtaigiapproval for the applicable product candidate.

In addition, our manufacturers are subject to ongqieriodic inspections by the FDA and correspogditate and foreign agencies for
compliance with cGMPs and similar regulatory regoients both prior to and following the receipt afrketing approval for any of our
product candidates. Some of these inspections mayannounced. Failure by any of our manufactucecomply with applicable cGMPs or
other regulatory requirements could result in sanstbeing imposed on us, including fines, injumies, civil penalties, delays, suspensions or
withdrawals of approvals, operating restrictiomsefruptions in supply and criminal prosecutions; af which could significantly and
adversely affect supplies of our product candidateshave a material adverse impact on our busifiraacial condition and results of
operations.

Our current and anticipated future dependence ofiwers for the manufacture of our product cand&latay adversely affect our future pre
margins and our ability to commercialize any prddubat receive marketing approval on a timely emhpetitive basis.

RISKS RELATED TO OUR INTELLECTUAL PROPERTY

If we are unable to obtain and maintain sufficientpatent protection for our product candidates, or ifthe scope of the patent protection
is not sufficiently broad, our competitors could deelop and commercialize products similar or idential to ours, and our ability to
successfully commercialize our product candidates ay be adversely affected.

Our success depends in large part on our abiligbtain and maintain patent protection in the WhiBates and other countries with respe
our proprietary product candidates. If we do natcadhtely protect our intellectual property, compesi may be able to erode or negate any
competitive advantage we may have, which could haunbusiness and ability to achieve profitabilify. protect our proprietary position, \
file patent applications in the United States apibad related to our novel product candidatesalaimportant to our business. The patent
application and approval process is expensive iamettonsuming. We may not be able to file and proseall necessary or desirable patent
applications at a reasonable cost or in a timelgmaa Neither deuterium itself, nor the generalogg of selective substitution of deuterium
for hydrogen in existing compounds, are patentahkrefore we usually seek patents on a compourncbmpound basis or on a relatively
narrow genus of compounds. We are not guaranteggétents will issue protecting any particulartdeated compound for which we seek
patent protection.
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Our ability to obtain and maintain patent protectior our product candidates may be limited if @tisares of non-deuterated compounds are
held to anticipate or make obvious claims of deatezt analogs of the same or similar compoundsdditian, several large pharmaceutical
and biotechnology companies have begun to pursieatarotection for deuterated analogs of theidpos and product candidates, and may
in the future obtain patent protection that covdasterated analogs of those product candidatpatdits directed primarily to non-deuterated
compounds are deemed to protect deuterated anafitiygsse compounds or patent claims on deuteratelbgs of compounds become
common in the biotechnology and pharmaceuticalstiks, these factors may limit, in part or in whyadur ability to seek and obtain patent
protection for new product candidates based onediemt modification of compounds. It may also limitpart or in whole, our ability to
develop new product candidates based on deuteriodification of such compounds without obtainingcehse from those patent holders.

The patent position of biotechnology and pharmacautompanies generally is highly uncertain. Nagistent policy regarding the breadth
of claims allowed in biotechnology and pharmacelpatents has emerged to date in the United Staiesmany foreign jurisdictions. In
addition, the determination of patent rights wigspect to pharmaceutical compounds commonly ingadeenplex legal and factual questic
which has in recent years been the subject of ritigation. As a result, the issuance, scope, Wglig&nforceability and commercial value of
our patent rights are highly uncertain.

Assuming the other requirements for patentabiligyraet, currently, the first to file a patent apgtion is generally entitled to the patent.
However, prior to March 16, 2013, in the Unitedt8sathe first to invent was entitled to the pat@utblications of discoveries in the scient
literature often lag behind the actual discoverges patent applications in the United States aherqurisdictions are typically not published
until 18 months after filing, or in some cases atoall. Therefore we cannot be certain that we wheeeirst to make the inventions claimed in
our patents or pending patent applications, orileatvere the first to file for patent protectionsoich inventions.

Moreover, we may be subject to a third party preasse submission of prior art to the U.S. PatedtTenademark Office, or become involved
in opposition, derivation, reexamination, intertparreview or interference proceedings, in the ééhBtates or elsewhere, challenging our
patent rights or the patent rights of others. Ameaise determination in any such submission, prangeat litigation could reduce the scope
or invalidate, our patent rights, allow third pastito commercialize our technology or product odatgis and compete directly with us, witk
payment to us, or result in our inability to maraiéae or commercialize products without infringitigrd party patent rights.

Our pending and future patent applications mayesilt in patents being issued which protect oadpct candidates, in whole or in part, or
which effectively prevent others from commercialzicompetitive products. Changes in either therpddsvs or interpretation of the patent
laws in the United States and other countries niieynish the value of our patents or narrow the scopour patent protection. In addition,
the laws of foreign countries may not protect aghts to the same extent or in the same mannéredatvs of the United States. For example,
European patent law restricts the patentabilitpnethods of treatment of the human body more thatetistates law does.

Even if our patent applications issue as patehéy, tnay not issue in a form that will provide ushaany meaningful protection, prevent
competitors from competing with us or otherwisevie us with any competitive advantage. Our contgestimay be able to circumvent our
patents by developing similar or alternative tedbgies or products in a non-infringing manner. @ampetitors may also seek approval to
market their own products similar to or otherwisenpetitive with our products. Alternatively, ourrapetitors may seek to market generic
versions of any approved products by submitting A¥@o the FDA in which they claim that patents odoe licensed by us are invalid,
unenforceable or not infringed. In these circumstanwe may need to defend or assert our patertistto, including by filing lawsuits
alleging patent infringement. In any of these typeproceedings, a court or other agency with ficison may find our patents invalid or
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unenforceable, or that our competitors are comgetira non-infringing manner. Thus, even if we haskd and enforceable patents, these
patents still may not provide protection againshpeting products or processes sufficient to acheewebusiness objectives.

The issuance of a patent is not conclusive as taventorship, scope, validity or enforceabiliyd our owned and licensed patents may be
challenged in the courts or patent offices in tmitédl States and abroad, including challenges tfirdie U.S. Patent and Trademark Office
post-grant review procedures. Such challenges emyltrin loss of exclusivity or in patent claimsrgenarrowed, invalidated or held
unenforceable, in whole or in part, which coulditiour ability to stop others from using or commializing similar or identical technology
and products, or limit the duration of the patemt@ction of our technology and products. In additigiven the amount of time required for
the development, testing and regulatory reviewenf product candidates, patents protecting suchidata$ might expire before or shortly
after such candidates are commercialized.

If we are unable to protect the confidentiality ofour trade secrets, the value of our technology cadibe materially adversely affected
and our business would be harmed.

While we have obtained composition of matter patevith respect to our most advanced product cateidaur DCE Platform is not
patented. In seeking to develop and maintain a etithge position through our DCE Platform and astieer aspects of our business, we rely
on trade secrets, including unpatented know-hoshrtelogy and other proprietary information. We stefgrotect these trade secrets, in part,
by entering into non-disclosure and confidentiadigreements with parties who have access to tharh,as our consultants, independent
contractors, advisors, corporate collaboratorssidatscientific collaborators, contract manufaatsireuppliers and other third parties. We |
enter into confidentiality and invention or patessignment agreements with employees and certagultants. Any party with whom we
have executed such an agreement may breach tle&nagnt and disclose our proprietary informatioaluiding our trade secrets, and we may
not be able to obtain adequate remedies for swedches. Enforcing a claim that a party illegallyctised or misappropriated a trade secret is
difficult, expensive and time-consuming, and thé&come is unpredictable. In addition, if any of onade secrets were to be lawfully obtained
or independently developed by a competitor, we @dnalve no right to prevent such third party, osthto whom they communicate such
technology or information, from using that techrgpi@r information to compete with us. If any of dtade secrets were to be disclosed to or
independently developed by a competitor, our bssimand competitive position could be harmed.

We may become involved in lawsuits to protect or darce our patents or other intellectual property, which could be expensive, time
consuming and unsuccessful.

Competitors may infringe our patents, trademar&pydghts or other intellectual property. To couritdringement or unauthorized use, we
may be required to file infringement claims, whadn be expensive and time consuming and divetirtteeand attention of our management
and scientific personnel. In any patent infringet@nceeding, there is a risk that a court willidedhat a patent of ours is invalid or
unenforceable, in whole or in part, and that wendbhave the right to stop the other party fronmggshe invention at issue. There is also a
that, even if the validity of such patents is ugh#he court will construe the patentlaims narrowly or decide that we do not haveritjigt to
stop the other party from using the invention atieson the grounds that our patent claims do nardbe invention. An adverse outcome in a
litigation or proceeding involving our patents ablimit our ability to assert our patents agaitsiste parties or other competitors, and may
curtail or preclude our ability to exclude thirdrides from making and selling similar or compettiproducts. Any of these occurrences could
adversely affect our competitive business positiusiness prospects and financial condition.

Even if we establish infringement, the court magide not to grant an injunction against furtheriimging activity and instead award only
monetary damages, which may or may not be an ateegermedy. Furthermore, because of the substamtialint of discovery required in
connection with intellectual property litigatiomere is a risk that some of our confidential infation could be compromised by disclosure
during litigation.
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Moreover, there can be no assurance that we wib safficient financial or other resources to ied pursue such infringement claims, wt
typically last for years before they are concludegen if we ultimately prevail in such claims, tm@netary cost of such litigation and the
diversion of the attention of our management amehsific personnel could outweigh any benefit weeaige as a result of the proceedings.

Third parties may sue us alleging that we are infriging their intellectual property rights, and suchlitigation could be costly and time
consuming and could prevent or delay us from deveping or commercializing our product candidates.

Our commercial success depends, in part, on olityaioi develop, manufacture, market and sell oudpict candidates and use our DCE
Platform without infringing the intellectual propgiand other proprietary rights of third partiesn® of the non-deuterated compounds on
which our product candidates are, or future prodaatdidates may be, based are covered by issuedtpatr patent applications, the holders
of which may attempt to assert claims against osidte, we are not aware of any judicial decisiolding that a patent that covers a non-
deuterated compound should be construed to alser ceuterated analogs thereof, absent specifimslaiith respect to the deuterated
analogs. Any such judicial decision, or legal pestiags asserting such claims, could increaseltkéHbod of potential infringement claims
being asserted against us. If any third party gatenpatent applications are found to cover oodpct candidates or their methods of use, we
may not be free to manufacture or market our prbdacdidates as planned without obtaining a licewséch may not be available on
commercially reasonable terms, or at all.

There is a substantial amount of intellectual priyplitigation in the biotechnology and pharmaceatiindustries, and we may become party
to, or threatened with, litigation or other adveiagproceedings regarding intellectual properghts with respect to our products candidates,
including interference proceedings before the B&ent and Trademark Office. Third parties mayragsigingement claims against us based
on existing or future intellectual property rightie outcome of intellectual property litigatiorsigbject to uncertainties that cannot be
adequately quantified in advance. The pharmaceéwaizhbiotechnology industries have produced aifsigmt number of patents, and it may
not always be clear to industry participants, idolg us, which patents cover various types of petglor methods of use. The coverage of
patents is subject to interpretation by the couwntsl the interpretation is not always uniform. & are sued for patent infringement, we would
need to demonstrate that our product candidatedupts or methods either do not infringe the pattaims of the relevant patent or that the
patent claims are invalid or unenforceable, andnag not be able to do this. Proving invalidity iffidult. For example, in the United States,
proving invalidity requires a showing of clear ar@hvincing evidence to overcome the presumptioratiflity enjoyed by issued patents. We
may also assert that a patent claim for a corretipgmon-deuterated compound does not cover owlugstoHowever, we are not aware of
any judicial proceedings addressing the questiomhather our product would be outside the scopmioh a patent claim. Even if we are
successful in these proceedings, we may incur antiat costs and the time and attention of our rgameent and scientific personnel could be
diverted in pursuing these proceedings, which cbhalk a material adverse effect on us. In additi@may not have sufficient resources to
bring these actions to a successful conclusion.

If we are found to infringe a third party’s intadteal property rights, we could be forced, inclugdby court order, to cease developing,
manufacturing or commercializing the infringing guzt candidate or product. Alternatively, we mayréguired to obtain a license from such
third party in order to use the infringing techrgptaand continue developing, manufacturing or mankethe infringing product candidate.
However, we may not be able to obtain any requicesthse on commercially reasonable terms or aE&kn if we were able to obtain a
license, it could be noexclusive, thereby giving our competitors accegbéosame technologies licensed to us. In additi@ncould be four
liable for monetary damages, including treble dassaand attorneys’ fees if we are found to havdwliyl infringed a patent. A finding of
infringement could prevent us from commercializong product candidates or force us to cease sornardjusiness operations, which could
materially harm our business. Claims that we haisappropriated the confidential information or &agkcrets of third parties could have a
similar negative impact on our business.
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RISKS RELATED TO REGULATORY APPROVAL AND OTHER LEGA L COMPLIANCE MATTERS

Even if we complete the necessary non-clinical stigd and clinical trials the marketing approval proess is expensive, time consuming
and uncertain and we may not obtain approvals forlhe commercialization of some or all of our productandidates. As a result, we
cannot predict when or if, and in which territories, we, or our collaborators, will obtain marketing goproval to commercialize a
product candidate.

The research, testing, manufacturing, labelingrapg, selling, marketing, promotion and distriloutiof drug products are subject to
extensive regulation by the FDA and comparableigoreegulatory authorities, which regulations diffeom country to country. Failure to
obtain marketing approval for a product candidateprevent us and our collaborators from commdiziag the product candidate. Our
product candidates are in various stages of demetapand are subject to the risks of failure inheie drug development. We, and our
collaborators, have not submitted an applicatiorofaeceived marketing approval for any of ourduret candidates in the United States or in
any other jurisdiction. We have limited experieirtéling and supporting the applications necesgargain marketing approvals.

The process of obtaining marketing approvals, bothe United States and abroad, is lengthy, edperand uncertain. It may take many
years, if approval is obtained at all, and can \garystantially based upon a variety of factorduidiog the type, complexity and novelty of
product candidates involved. This is the case ¢lveugh the deuterated compounds that we producsesidto develop can have similar
pharmacological properties as their correspondomaeuterated compounds. Even if, as a resulty&aoh similarities, we, or our
collaborators, obtain clearance from the FDA arptegulatory authorities to follow expedited depenent programs for some deuterated
compounds that reference and rely on previoustgmslfor nondeuterated compounds, the review and approval opmaduct candidates mi
still take a substantial period of time.

In addition, changes in marketing approval polidesng the development period, changes in or tiaetnent or promulgation of additional
statutes, regulations or guidance or changes imatgy review for each submitted product applimatimay cause delays in the approval or
rejection of an application. Regulatory authorites’e substantial discretion in the approval preeesl may refuse to accept any application
or may decide that our data are insufficient fggrapal and require additional non-clinical, clirlicat other studies. In addition, varying
interpretations of the data obtained from non-chihiand clinical testing could delay, limit or pes marketing approval of a product
candidate. Any marketing approval we, or our callabors, ultimately obtain may be limited or subjecrestrictions or post-approval
commitments that render the approved product noineercially viable.

Any delay in obtaining or failure to obtain requrapprovals could materially adversely affect duitity or that of our collaborators to
generate revenue from the particular product catdjdvhich likely would result in significant hamtmour financial position and adversely
impact our stock price.

Failure to obtain marketing approval in international jurisdictions would prevent our product candidates from being marketed
abroad.

In order to market and sell our products in thedpean Union and many other jurisdictions, we, aramllaborators, must obtain separate
marketing approvals and comply with numerous angling regulatory requirements. The approval procediaries among countries and can
involve additional testing. The time required tdab approval may differ substantially from thagjuéed to obtain FDA approval. The
marketing approval process outside the United Sigeaerally includes all of the risks associatetth wbtaining FDA approval. In addition, in
many countries outside the United States, it isiired that the product be approved for reimbursdrbefore the product can be approved for
sale in that country. We, and our collaboratorsy ma obtain approvals from regulatory authoritesside the United States on a timely
basis, if at all. Approval by the FDA does not eresapproval by regulatory authorities in other dadies or jurisdictions, and approval by one
regulatory authority outside the United States dagsensure approval by regulatory authoritiestireocountries or jurisdictions or by the
FDA.
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Even if we, or our collaborators, obtain marketingapprovals for our product candidates, the terms ofpprovals and ongoing
regulation of our products may limit how we, or they, manufacture and market our products, which couldmaterially impair our
ability to generate revenue.

Once marketing approval has been granted, an apgnaoduct and its manufacturer and marketer djsuto ongoing review and
extensive regulation. We, and our collaboratorsstrtherefore comply with requirements concerningeatising and promaotion for any of our
product candidates for which we or they obtain rating approval. Promotional communications withpees to prescription drugs are subj
to a variety of legal and regulatory restrictiomsl anust be consistent with the information in thedoict's approved labeling. Thus, we and
our collaborators will not be able to promote angducts we develop for indications or uses for \wtiltey are not approved.

In addition, manufacturers of approved productstande manufacturers’ facilities are required tmpty with extensive FDA requirements,
including ensuring that quality control and mantfising procedures conform to cGMPs, which inclueguirements relating to quality

control and quality assurance as well as the cporeding maintenance of records and documentatidneporting requirements. We, our
contract manufacturers, our collaborators and ttaitract manufacturers could be subject to pesiadannounced inspections by the FDA to
monitor and ensure compliance with cGMPs.

Accordingly, assuming we, or our collaboratorseree marketing approval for one or more of our piiccandidates, we, and our
collaborators, and our and their contract manufacsuwill continue to expend time, money and efforall areas of regulatory compliance,
including manufacturing, production, product sullaeice and quality control.

If we, and our collaborators, are not able to comwyith post-approval regulatory requirements, wel aur collaborators, could have the
marketing approvals for our products withdrawn égulatory authorities and our, or our collabordt@sility to market any future products
could be limited, which could adversely affect ability to achieve or sustain profitability. Furthéhe cost of compliance with post-approval
regulations may have a negative effect on our adipgraesults and financial condition.

Any of our product candidates for which we, or ourcollaborators, obtain marketing approval in the future could be subject to post-
marketing restrictions or withdrawal from the marke t and we, or our collaborators, may be subject toubstantial penalties if we, or
they, fail to comply with regulatory requirements a if we, or they, experience unanticipated problemsvith our products following
approval.

Any of our product candidates for which we, or oallaborators, obtain marketing approval in theifat as well as the manufacturing
processes, post-approval studies and measurebntptalvertising and promotional activities folchuyproduct, among other things, will be
subject to continual requirements of and reviewhs/FDA and other regulatory authorities. Thesealirements include submissions of safety
and other postrarketing information and reports, registration &siihg requirements, requirements relating to ofaaturing, quality contro
quality assurance and corresponding maintenanmxofds and documents, requirements regardingiskrébdtion of samples to physicians
and recordkeeping. Even if marketing approval pfaduct candidate is granted, the approval maybgest to limitations on the indicated
uses for which the product may be marketed orgatinditions of approval, including the requiremienimplement a Risk Evaluation and
Mitigation Strategy, or REMS.

The FDA may also impose requirements for costlyt-pearketing studies or clinical trials and sunagilte to monitor the safety or efficacy of
a product. The FDA and other agencies, includimgRkpartment of Justice, closely regulate and rpttie post-approval marketing and
promotion of products to ensure that they are matufed, marketed and distributed only for the appd indications and in accordance with
the provisions of the approved labeling. The FDAawes stringent restrictions on manufacturers’ camaoations regarding of&bel use an

if we, or our collaborators, do not market any of product candidates for which we, or they, reeenarketing approval for only their
approved indications, we, or they, may be subgetdrnings or
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enforcement action for ot&bel marketing. Violation of the FDCA and otheatstes, including the False Claims Act, relatinght® promotior
and advertising of prescription drugs may leadht@stigations or allegations of violations of fealeand state health care fraud and abuse
and state consumer protection laws.

In addition, later discovery of previously unknoagverse events or other problems with our productseir manufacturers or manufactur
processes, or failure to comply with regulatoryuiegments, may yield various results, including:
. restrictions on such products, manufacturers orufaturing processe

. restrictions on the labeling or marketing of a proil

. restrictions on product distribution or u:

. requirements to conduct p-marketing studies or clinical trial

. warning letters or untitled letter

. withdrawal of the products from the mark

. refusal to approve pending applications or suppigmt approved applications that we sub
. recall of products

. fines, restitution or disgorgement of profits oveaues

. suspension or withdrawal of marketing approv

. refusal to permit the import or export of produs

. product seizure; ¢

. injunctions or the imposition of civil or criminpkenalties

Recently enacted and future legislation may increasthe difficulty and cost for us and our collaborabrs to obtain marketing approval
of and commercialize our product candidates and aéfct the prices we, or they, may obtain.

In the United States and some foreign jurisdictiohere have been a number of legislative and a#gnyl changes and proposed changes
regarding the healthcare system that could premedélay marketing approval of our product candidatestrict or regulate post-approval
activities and affect our ability, or the ability aur collaborators, to profitably sell any prodaiédr which we, or they, obtain marketing
approval.

In the United States, the Medicare PrescriptiongDtnprovement, and Modernization Act of 2003, MMA, changed the way Medicare
covers and pays for pharmaceutical products. Tdisl&ion expanded Medicare coverage for drug pasek by the elderly and introduced a
new reimbursement methodology based on average gades for physician administered drugs. In adidjtthis legislation provided
authority for limiting the number of drugs that Wik covered in any therapeutic class. Cost redugdfiitiatives and other provisions of this
legislation could decrease the coverage and pnaanwe receive for any approved products. WhileMihA only addresses drug benefits for
Medicare beneficiaries, private payors often folleledicare coverage policy and payment limitationsetting their own reimbursement
rates. Therefore, any reduction in reimbursemeattrsults from the MMA may result in a similar vetlon in payments from private payors.

More recently, in March 2010, President Obama signte law the Patient Protection and AffordabledCAct, as amended by the Health
Care and Education Affordability Reconciliation Aot collectively the PPACA.

. Among the provisions of the PPACA of potential imoce to our product candidates are the follow

. an annual, nc-deductible fee on any entity that manufacturesmparts specified branded prescription drugs anthbio agents
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. an increase in the statutory minimum rebates a faatwrer must pay under the Medicaid Drug Rebatgiam;

. expansion of healthcare fraud and abuse lawgjding the False Claims Act and the Anti-Kickb&thtute, new government
investigative powers and enhanced penalties focommpliance

. a new Medicare Part D coverage gap discourgrar, in which manufacturers must agree to offéb f®int-of-sale discounts off
negotiated prices

. extension of manufactur¢ Medicaid rebate liability
. expansion of eligibility criteria for Medicaid progms;

. expansion of the entities eligible for discainhder the Public Health Service pharmaceutiéeing program new requirements to
report financial arrangements with physicians aathing hospitals

. a new requirement to annually report drug samplasrhanufacturers and distributors provide to ptigies; anc

. a new Patient-Centered Outcomes Researchutestd oversee, identify priorities in, and condrummparative clinical effectiveness
research, along with funding for such resea

In addition, other legislative changes have beep@sed and adopted since the PPACA was enactege Thanges included aggregate
reductions to Medicare payments to providers aofoup% per fiscal year, starting in 2013. In Janu20¢3, President Obama signed into law
the American Taxpayer Relief Act of 2012, which,ag other things, reduced Medicare payments torabpeoviders and increased the
statute of limitations period for the governmentdoover overpayments to providers from threeue fiears. These new laws may result in
additional reductions in Medicare and other healtadunding.

Legislative and regulatory proposals have been n@d&pand post-approval requirements and resiets and promotional activities for
pharmaceutical products. We cannot be sure whattditional legislative changes will be enactedybether the FDA regulations, guidance
or interpretations will be changed, or what the aetpof such changes on the marketing approvalsiopmduct candidates, if any, may be. In
addition, increased scrutiny by the United Statesdtess of the FDA’s approval process may signitigadelay or prevent marketing
approval, as well as subject us and our collabosatomore stringent product labeling and post-ratng testing and other requirements.

Our relationships with customers and third party payors will be subject to applicable anti-kickback, faud and abuse and other
healthcare laws and regulations, which could exposes to criminal sanctions, civil penalties, contraitial damages, reputational harm
and diminished profits and future earnings.

Healthcare providers, physicians and third partyopawill play a primary role in the recommendatamd prescription of any products for
which we obtain marketing approval. Our future agements with third party payors and customei@nyf, will subject us to broadly
applicable fraud and abuse and other healthcare dan regulations. The laws and regulations magtcain the business or financial
arrangements and relationships through which weetasell and distribute any products for whichaiain marketing approval. These
include the following:

. Anti-Kickback Statute The federal healthcare anti-kickback statute jitd) among other things, persons from knowingiy avillfully
soliciting, offering, receiving or providing remuiaion, directly or indirectly, in cash or in king induce or reward, or in return for,
either the referral of an individual for, or therpliase, order or recommendation or arranging gf g@od or service, for which payment
may be made under a federal healthcare programasubtedicare and Medicai

. False Claims Ac. The federal False Claims Act imposes criminal einid penalties, including through civil whistleder or qui tam
actions, against individuals or entities for, amaher things, knowingly presenting, or causineégresented false or fraudulent
claims for payment by a federal healthc
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program or making a false statement or record righter payment of a false claim or avoiding, deeieg or concealing an obligation to
pay money to the federal government, with potetiaiility including mandatory treble damages aighgicant per-claim penalties,
currently set at $5,500 to $11,000 per false cl:

. HIPAA. The federal Health Insurance Portability and Actgability Act of 1996, or HIPAA, imposes criminaihd civil liability for
executing a scheme to defraud any healthcare bbgmefiram or making false statements relating atheare matters, and, as amended
by the Health Information Technology for Econommgl&Clinical Health Act and its implementing regidas, also imposes obligations,
including mandatory contractual terms and techrsaééguards, with respect to maintaining the psiyaecurity and transmission of
individually identifiable health informatior

. Transparency RequirementEederal laws require applicable manufacturexowéred drugs to report payments and other transfer
value to physicians and teaching hospit

. Controlled Substances A. The CSA regulates the handling of controlled sufises such as J-386 and, potentially, C1-354; anc

. Analogous State and Foreign La. Analogous state and foreign fraud and abuse gadsegulations, such as state anti-kickback and
false claims laws can apply to sales or marketimgngements and claims involving healthcare iterseovices and are generally broad
and are enforced by many different federal aneé stgencies as well as through private acti

Some state laws require pharmaceutical companiesnply with the pharmaceutical industry’s volugtaompliance guidelines and the
relevant compliance guidance promulgated by therfddyjovernment and require drug manufacturersgon information related to payme
and other transfers of value to physicians andrdthelthcare providers or marketing expenditurésteSand foreign laws also govern the
privacy and security of health information in soareumstances, many of which differ from each othesignificant ways and often are not
pre-empted by HIPAA, thus complicating compliantferts.

Efforts to ensure that our business arrangemetistinird parties will comply with applicable heattire laws and regulations will involve
substantial costs. It is possible that governmeau#tiorities will conclude that our business paegimay not comply with current or future
statutes, regulations or case law involving appliedraud and abuse or other healthcare laws apdagons. If our operations are found to

in violation of any of these laws or any other goweental regulations that may apply to us, we magubject to significant civil, criminal

and administrative penalties, damages, fines, soprnent, exclusion of products from government &hldealthcare programs, such as
Medicare and Medicaid, and the curtailment or testiring of our operations. If any of the physi@an other healthcare providers or entities
with whom we expect to do business is found todtemcompliance with applicable laws, they mayshbject to criminal, civil or
administrative sanctions, including exclusions frgovernment funded healthcare programs.

If we fail to comply with environmental, health andsafety laws and regulations, we could become subjdo fines or penalties or incur
costs that could have a material adverse effect @ur business.

We are subject to numerous environmental, healihsafety laws and regulations, including those guwg laboratory procedures and the
handling, use, storage, treatment and disposazdrdous materials and wastes. From time to tirdarathe future, our operations may
involve the use of hazardous and flammable matgiiiatiuding chemicals and biological materials] amy also produce hazardous waste
products. Even if we contract with third parties tite disposal of these materials and waste predu& cannot completely eliminate the risk
of contamination or injury resulting from these eréls. In the event of contamination or injuryukisg from the use or disposal of our
hazardous materials, we could be held liable fgrrasulting damages, and any liability could exceedresources. We also could incur
significant costs associated with civil or crimiffiales and penalties for failure to comply with Blaws and regulations.
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We maintain workerstompensation insurance to cover us for costs apdrses we may incur due to injuries to our empleyesulting fron
the use of hazardous materials, but this insuramaenot provide adequate coverage against potdiatidities. We do not maintain insuran
for environmental liability or toxic tort claimsdhmay be asserted against us.

In addition, we may incur substantial costs in otdecomply with current or future environmentagalth and safety laws and regulations.
Current or future environmental laws and regulatioray impair our research, development or prodadaféorts, which could adversely afft
our business, financial condition, results of ofiers or prospects. In addition, failure to compligh these laws and regulations may result in
substantial fines, penalties or other sanctions.

Governments outside the United States tend to impesstrict price controls, which may adversely affecour revenues, if any.

In some countries, such as the countries of thef&an Union, the pricing of prescription pharmaicaild is subject to governmental control.
In these countries, pricing negotiations with goveental authorities can take considerable time #itereceipt of marketing approval for a
product. To obtain reimbursement or pricing applavaome countries, we, or our collaborators, rhayequired to conduct a clinical trial
that compares the cost-effectiveness of our proucther available therapies. If reimbursemertwfproducts is unavailable or limited in
scope or amount, or if pricing is set at unsatitsfgclevels, our business could be materially hatme

RISKS RELATED TO EMPLOYEE MATTERS AND MANAGING GROW TH

Our future success depends on our ability to retaiour Chief Executive Officer and other key executies and to attract, retain and
motivate qualified personnel.

Our industry has experienced a high rate of turnofenanagement personnel in recent years. Outyatzlcompete in the highly competiti
biotechnology and pharmaceuticals industries depepdn our ability to attract and retain highly kified managerial, scientific and medical
personnel. We are highly dependent on the pharniaaéresearch and development and business dawelupexpertise of Roger D. Tung,
our President and Chief Executive Officer, as w&slthe other principal members of our managemeiettific and development team.
Although we have formal employment agreements withexecutive officers, these agreements do neeptehem from terminating their
employment with us at any time. In addition, althbwe maintain a key-man insurance policy with egspo Dr. Tung, we do not carry key-
man insurance on any of our other executive officeremployees and may not carry any key-man insera the future.

If we lose one or more of our executive officens; ability to implement our business strategy sastiély could be seriously harmed.
Furthermore, replacing executive officers may bgadilt and may take an extended period of timeawse of the limited number of
individuals in our industry with the breadth of likand experience required to develop, gain margetpproval of and commercialize
products successfully. Competition to hire fronstiimited pool is intense, and we may be unablgr®, train, retain or motivate these
additional key personnel on acceptable terms dgirercompetition among numerous pharmaceutical atddihnology companies for similar
personnel. We also experience competition for thiadhof scientific and clinical personnel from wuersities and research institutions. In
addition, we rely on consultants and advisors udiclg scientific and clinical advisors, to assistimformulating our research and
development and commercialization strategy. Ousuliants and advisors may be employed by emplatbes than us and may have
commitments under consulting or advisory contradts other entities that may limit their availabjlito us. If we are unable to continue to
attract and retain high quality personnel, ourighib develop and commercialize product candidatifibe limited.
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We expect to grow our organization and, as a resyltve may encounter difficulties in managing our graith, which could disrupt our
operations.

As our pipeline grows and matures, we expect t@sgpce significant growth in the number of our éagypes and the scope of our
operations, including in the areas of drug manuféng, regulatory affairs and sales, marketing distribution. Our management may nee
divert a disproportionate amount of its attentiarag from our day-to-day activities to devote timemanaging these growth activities. To
manage these growth activities, we must continumpdement and improve our managerial, operatianal financial systems, expand our
facilities and continue to recruit and train adafil qualified personnel. Due to our limited finemhcesources and the limited experience of
our management team in managing a company with @uotitipated growth, we may not be able to effedjivmanage the expansion of our
operations or recruit and train additional quatifigersonnel. Moreover, the expected expansion bperations may lead to significant costs
and may divert our business development resoufeesinability to manage growth could delay the ex@m of our business plans or disrupt
our operations.

RISKS RELATED TO OUR COMMON STOCK

The price of our common stock may be volatile anddctuate substantially, which could result in subsdntial losses for purchasers of
our common stock.

The trading price of our comment stock has beeth naay continue to be, volatile and could be sult@etide fluctuations in response to
various factors, some of which are beyond our @bnihe stock market in general and the markesifoaller pharmaceutical and
biotechnology companies in particular have expegdrextreme volatility that has often been unrelatethe operating performance of
particular companies. The market price for our camrstock may be influenced by many factors, incigdi

. the success of existing or new competitive prodactechnologies

. the timing and results of n-clinical studies and clinical trials of any of quoduct candidate:

. commencement or termination of collaborations far @evelopment program

. failure or discontinuation of any of our developmprograms

. regulatory or legal developments in the United &t@nd other countrie

. developments or disputes concerning patent appitatissued patents or other proprietary rig
. the recruitment or departure of key person

. the level of expenses related to any of our prodantlidates or clinical development progra

. the results of our efforts to develop additionaldurct candidates or produc

. actual or anticipated changes in estimates an#mdial results, development timelines or recomragods by securities analys
. announcement or expectation of additional finaneifigrts;

. sales of our common stock by us, our insiders loerostockholders

. variations in our financial results or those of gamies that are perceived to be similar tc

. changes in estimates or recommendations by sexuatialysts, if any, that cover our stc

. changes in the structure of healthcare paymen¢isis

. market conditions in the pharmaceutical and biatetdhgy sectors

. general economic, industry and market conditions;

. the other factors described in tI*Risk Factor” section.
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An active trading market for our common stock may rot be sustained.

Although we have listed our common stock on The RA® Global Market, an active trading market for c@mmon stock may not be
sustained. In the absence of an active trading @ndok our common stock, investors may not be &bkell their common stock at or above
the price at which they acquired their shares thatimes that they would like to sell. An inaetiirading market may also impair our ability
to raise capital to continue to fund operationséling shares and may impair our ability to acguither companies or technologies by using
our shares as consideration.

We have broad discretion in the use of our cash resves and may not use them effectively.

Our management will have broad discretion to usecash reserves and could use our cash reserwes/sthat do not improve our results of
operations or enhance the value of our common siidok failure by our management to apply thesedieftectively could result in financial
losses that could have a material adverse effeouoibusiness, cause the price of our common stodkcline and delay the development of
our product candidates. Pending their use, we magst our cash reserves in a manner that doegoatige income or that loses value.

We are an “emerging growth company,” and the reduce disclosure requirements applicable to emerging gmwth companies may
make our common stock less attractive to investors.

We are an “emerging growth compangg defined in the JOBS Act, and may remain an emggyowth company for up to five years. For
long as we remain an emerging growth company, @earmitted and plan to rely on exemptions frontaterdisclosure requirements that
applicable to other public companies that are nwgrging growth companies. These exemptions inchaddeing required to comply with t!
auditor attestation requirements of Section 40thefSarbane®xley Act of 2002, or SOX Section 404, not beinguieed to comply with an
requirement that may be adopted by the Public Compacounting Oversight Board regarding mandatargitfirm rotation or a suppleme
to the auditor’s report providing additional infoation about the audit and the financial statemeatijced disclosure obligations regarding
executive compensation and exemptions from theirements of holding a nonbinding advisory vote @aative compensation and
shareholder approval of any golden parachute patsment previously approved. We cannot predict wiiettivestors will find our common
stock less attractive if we rely on these exempstidhsome investors find our common stock lesaetitve as a result, there may be a less
active trading market for our common stock andsiack price may be more volatile.

In addition, the JOBS Act provides that an emergjrgvth company can take advantage of an extenmdadition period for complying with
new or revised accounting standards. This allowsraerging growth company to delay the adoptioneofain accounting standards until
those standards would otherwise apply to privatepamies. We have irrevocably elected not to avaseves of this exemption from new or
revised accounting standards and, therefore, weudnject to the same new or revised accountinglatas as other public companies that are
not emerging growth companies.

We will continue to incur increased costs as a refilof operating as a public company, and our managaent will be required to devote
substantial time to new compliance initiatives anatorporate governance practices.

As a public company, we are incurring and expeat¢ar additional significant legal, accounting asttler expenses that we did not incur
private company. We expect that these expensesuritier increase after we are no longer an “enmgrgrowth company.” The Sarbanes-
Oxley Act of 2002, the Dodd-Frank Wall Street Refcand Consumer Protection Act, the listing requiata of The NASDAQ Global
Market and other applicable securities rules agdlegions impose various requirements on publicgames, including establishment and
maintenance of effective disclosure and finanadatols and corporate governance practices. Weotxpat we will need to hire additional
personnel to comply with the requirements of beiqublic
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company, and our management and other personreieeitl to devote a substantial amount of time tdeanaintaining compliance with
these requirements. These requirements will inereas legal and financial compliance costs and mvdke some activities more time-
consuming and costly. We are currently evaluatiegé rules and regulations, and cannot predicitonate the amount of additional costs
may incur or the timing of such costs. These ratad regulations are often subject to varying im@tagions, in many cases due to their lac
specificity, and, as a result, their applicatiopractice may evolve over time as new guidancedsiged by regulatory and governing bodies.
This could result in continuing uncertainty regagdlcompliance matters and higher costs necessitgtedgoing revisions to disclosure and
governance practices.

Pursuant to SOX Section 404 we are required tauatalthe effectiveness of our internal control direancial reporting as of the end of each
fiscal year and to report on this evaluation in Aanual Report on Form 10-K for the year. Howewehjle we remain an emerging growth
company, we will not be required to include anst&#on report on internal control over financiaporting issued by our independent
registered public accounting firm. We will neecctintinue to dedicate internal resources, poteptaijage outside consultants and adopt a
detailed work plan to assess and document the adgai internal control over financial reportingntinue steps to improve control
processes as appropriate, validate through teftatgcontrols are functioning as documented andament a continuous reporting and
improvement process for internal control over ficiahreporting. Despite our efforts, there is & tisat we will not be able to conclude that
our internal control over financial reporting iegtive as required by SOX Section 404. If we iffgrdine or more material weaknesses, it
could result in an adverse reaction in the findrmoiarkets due to a loss of confidence in the rdltglof our financial statements.

A significant portion of our total outstanding shares may be sold into the market in the near futurewhich could cause the market
price of our common stock to decline significantlyeven if our business is doing well.

Sales of a substantial number of shares of our camrstock in the public market could occur at anyeti These sales, or the perception in the
market that the holders of a large number of shafreemmon stock intend to sell shares, could redhe market price of our common stock.

Our outstanding shares of common stock may beyfi@t in the public market at any time to the aektgermitted by Rules 144 and 701
under the Securities Act of 1933, as amended, whiehefer to as the Securities Act, or to the exseich shares have already been registerec
under the Securities Act and are held by non-aféik of ours.

In addition, as of December 31, 2014, there weB8&937 shares subject to outstanding options umateequity compensation plans, all of
which shares we have registered under the SecuAtieon a registration statement on Form S-8. &Isbsires will be able to be freely sold in
the public market upon exercise, as permitted lyyaqplicable vesting requirements, except to thiergxhey are held by our affiliates, in
which case such shares will become eligible fog gathe public market as permitted by Rule 144enrile Securities Act. Furthermore, as of
December 31, 2014, there were 70,796 shares subjentoutstanding warrant to purchase common siduse shares will become eligible
for sale in the public market, to the extent suerant is exercised, as permitted by Rule 144 utideBecurities Act. Moreover, holders of a
substantial portion of our outstanding common stoake rights, subject to conditions, to requiréassle registration statements covering
their shares or, along with the holder of our @rtding warrant to purchase common stock, to inctbdi shares in registration statements
that we may file for ourselves or other stockhatder

We do not anticipate paying any cash dividends onuo capital stock in the foreseeable future, accoraigly, stockholders must rely on
capital appreciation, if any, for any return on ther investment.

We have never declared or paid cash dividends onapital stock. We currently plan to retain alloofr future earnings, if any, to finance the
operation, development and growth of our businésghermore, the terms of our
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debt facility with Hercules preclude us from payttigidends, and any future debt agreements maypatsdude us from paying dividends.
a result, capital appreciation, if any, of our coomstock will be the sole source of gain for owckholders for the foreseeable future.

Our executive officers, directors and principal stakholders, if they choose to act together, have ttability to substantially influence all
matters submitted to stockholders for approval.

As of December 31, 2014, our executive officers dinelctors, combined with our stockholders who osvire than 5% of our outstanding
common stock, and their affiliates, in the aggregbeneficially owned shares representing appraeind4.9% of our capital stock. As a
result, if these stockholders were to choose taaagtther, they would be able to substantiallyuefice all matters submitted to our
stockholders for approval, as well as our managéi et affairs. For example, these persons, if dimpose to act together, would
substantially influence the election of directonsl approval of any merger, consolidation or salallodr substantially all of our assets. This
concentration of ownership control may:

. delay, defer or prevent a change in coni
. entrench our management or the board of directo!

. impede a merger, consolidation, takeover or othsimess combination involving us that other stoddéis may desire

Provisions in our corporate charter documents and nder Delaware law could make an acquisition of usyhich may be beneficial to
our stockholders, more difficult and may prevent atempts by our stockholders to replace or remove oucurrent management.

Provisions in our corporate charter and our bylevay discourage, delay or prevent a merger, acguigit other change in control of us that
stockholders may consider favorable, includinggeations in which our stockholders might otherweseive a premium for their shares.
These provisions could also limit the price thakistors might be willing to pay in the future fétwvases of our common stock, thereby
depressing the market price of our common stockdulition, because our board of directors is resitafor appointing the members of our
management team, these provisions may frustrgteeoent any attempts by our stockholders to repbagemove our current managemeni
making it more difficult for stockholders to reptamembers of our board of directors. Among othigrgth these provisions:

. establish a classified board of directors suchdallahembers of the board are not elected at one;
. allow the authorized number of our directors tahanged only by resolution of our board of direst
. limit the manner in which stockholders can remowedors from the boarc

. establish advance notice requirements for natiuns for election to the board of directors argooposing matters that can be acted on
at stockholder meeting

. require that stockholder actions must be eff@ctt a duly called stockholder meeting and prokittions by our stockholders by written
consent

. limit who may call a special meeting of stockholdezetings

. authorize our board of directors to issue prefistock without stockholder approval, which cbioé used to institute a “poison pittiat
would work to dilute the stock ownership of a pdi@rhostile acquirer, effectively preventing acgjtions that have not been approved
by our board of directors; ar

. require the approval of the holders of at |6&8t of the votes that all our stockholders wowgcehtitled to cast to amend or repeal
certain provisions of our charter or byla

Moreover, because we are incorporated in Delawagegre governed by the provisions of Section 20B@Delaware General Corporation
Law, which prohibits a person who owns in exces$586 of our outstanding
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voting stock from merging or combining with us operiod of three years after the date of the &etign in which the person acquired in
excess of 15% of our outstanding voting stock, ssithe merger or combination is approved in a piest manner. This could discourage,
delay or prevent someone from acquiring us or mergiith us, whether or not it is desired by, ordfesial to, our stockholders.

If securities or industry analysts do not publish esearch or publish inaccurate or unfavorable resea&h about our business, our share
price and trading volume could decline.

The trading market for our common stock dependhenesearch and reports that securities or inglasialysts publish about us or our
business. We do not have any control over thesgstaaThere can be no assurance that analystsaviélr us, or provide favorable coverage.
If one or more analysts downgrade our stock or ghdheir opinion of our stock, our share price widikely decline. In addition, if one or
more analysts cease coverage of our company dofegigularly publish reports on us, we could lesébility in the financial markets, which
could cause our share price or trading volume tiirte

ITEM 1B. Unresolved Staff Comments
None

ITEM 2. Properties

We lease our principal facilities, which consistpproximately 50,000 square feet of office, resleand laboratory space located at 99
Hayden Avenue, Lexington, Massachusetts. The lease=ing this space expire on September 30, 20/Ebelieve that our existing
facilities are sufficient for our current needs fioe foreseeable future.

ITEM 3.  Legal Proceedings

We are not currently a party to any material lggakeedings.

ITEM 4.  Mine Safety Disclosures
Not applicable.

ITEM 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Isuers Purchases of Equity Securitie
MARKET INFORMATION

Our common stock has been publicly traded on th&DNAQ Global Market under the symbol “CNCE” sincébfeary 13, 2014. Prior
to that time, there was no public market for ounomon stock. Set forth below is the quarterly infation with respect to the high and low
prices for our common stock for the most recemaliyear.

High Low
Year Ended December 31, 2014
First Quartel $16.2¢ $11.42
Second Quarte 13.7¢ 7.12
Third Quartel 15.1¢ 7.5C
Fourth Quarte 15.3:2 10.31

HOLDERS

As of January 31, 2015, there were 34 holdersafrceof our common stock. This number does notielbeneficial owners whose
shares are held by nominees in street name.
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DIVIDENDS

We have never declared or paid any cash dividendsiocapital stock. We currently intend to retalinof our future earnings, if any, to
finance the growth and development of our businé&sdo not intend to pay any cash dividends tchttlders of our common stock in the
foreseeable future. Our ability to pay dividendsoom common stock is prohibited by the covenantsurfdebt facility with Hercules and may
be further restricted by the terms of any of odufe indebtedness.

PERFORMANCE GRAPH

The following performance graph and related infarorashall not be deemed to be “soliciting matéraalto be “filed” with the SEC for
purposes of Section 18 of the Securities Exchargeof\1934, as amended, or the Exchange Act, @rafilse subject to the liabilities under
that Section, nor shall such information be incoaped by reference into any future filing under Eheehange Act or the Securities Act of
1933, as amended, or the Securities Act, excepetextent that we specifically incorporate it bjerence into such filing.

The following graph compares the performance ofamummon stock to The NASDAQ Composite Index antittie NASDAQ Biotechnology
Index from February 13, 2014 (the first date thgtres of our common stock were publicly traded)ulgh December 31, 2014. The
comparison assumes $100 was invested after theetndldsed on February 13, 2014 in our common samekin each of the foregoing
indices, and it assumes reinvestment of divideifidgy. The stock price performance included irs thiaph is not necessarily indicative of
future stock price performance.

COMPARISON OF 10 MONTH CUMULATIVE TOTAL RETURN*
Among Concert Pharmaceuticals Inc, the NASDAD Composite Index
and the NASDAG Biotechnology Index
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PURCHASE OF EQUITY SECURITIES
We did not purchase any of our registered equityisties during the period covered by this AnnuapBrt on Form 10-K.

USE OF PROCEEDS FROM REGISTERED SECURITIES

We effected the initial public offering of our coromstock through a Registration Statement on Forin(Mle No. 333-193335) that
was declared effective by the SEC on February Q24 2and a registration statement on Form S-1 (file333-193920) filed pursuant to
Rule 462(b) of the Securities Act that became éffemn February 12, 2014. The net offering prosegedus, after deducting underwriting
discounts and commissions and offering expensa®, agproximately $83.1 million.

As of January 31, 2015, we estimate that we had approximately $45.1 million of the net proceedmgrily to fund the development
of CTP-354, to advance and expand the researcpractinical development of additional product caladés and for working capital, capital
expenditures and other general corporate purpbies of the net proceeds were paid directly orréadiy to directors or officers of ours or
their associates or to persons owning 10 percemiooe of our common stock or to any affiliate ofgwther than payments in the ordinary
course of business to officers for salaries antbte-employee directors as compensation for boalsard committee service. We have
invested the balance of the net proceeds fromffieeig in cash equivalents and other short-teraestments in accordance with our
investment policy. There has been no material chamgur planned use of the balance of the netgade from the offering as described in
our final prospectus filed with the SEC pursuarniRtde 424(b) under the Securities Act.
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ITEM 6. Selected Financial Date

The following tables set forth our selected corgaikd financial data and has been derived fronaodited consolidated financial statements.
You should read the following selected consoliddilegincial data together with our consolidated ficial statements and accompanying n
appearing elsewhere in this Annual Report on FOBAK and the “Management’s Discussion and Analy§iBioancial Condition and Results
of Operations” section of this Annual Report onfAdrO-K. Our historical results for any prior periade not necessarily indicative of the
results that may be expected in any future period.

Years ended December 3.

(in thousands, except per share dat 2014 2013 2012 2011
Revenue
License and research and development rev $ 6,57¢ $23,40¢ $11,34¢ $ 13,96°
Milestone revenu 2,00( 2,00( 1,50( 5,50(
Total revenue 8,57¢ 25,40¢ 12,84¢ 19,46,
Operating expense
Research and developm: $ 27,47 $21,79( $ 24,19: $ 23,43¢
General and administratiy 11,70( 8,02¢ 7,26€ 7,37
Total operating expens 39,174 29,81¢ 31,45¢ 30,81
Loss from operation (30,599 (4,410 (18,610 (112,346
Investment incom: 49 21 22 44
Interest and other expen (1,150 (1,667) (1,85€) (18)
Net loss $(31,699  $(6,056  $(20,449  $(11,320)
Accretion on redeemable convertible preferred s (55) (39€6) (38¢) (1,069)
Net loss applicable to common stockhol—basic and dilute $(31,759)  $(6,452)  $(20,83)  $(12,389)
Net loss per share applicable to common stockhs—basic and dilute: $ 200 $ (499 $(16.15) 3 (9.66)
Weighted-average number of common shares used Insgeper share applicable to
common stockholde—basic and dilute: 15,84: 1,292 1,29( 1,28:
Years ended December 3!
Consolidated balance sheet dat 2014 2013 2012 2011
(in thousands
Cash and cash equivale $13,39¢ $ 9,63¢ $ 7,49 $ 22,94¢
Investments, available for se 65,83¢ 23,03¢ 20,067 19,70:
Working capital 63,10: 18,12¢ 20,94( 33,86
Total asset 85,45 39,77 33,12¢ 49,40:
Deferred revenu 15,82 19,63: 2,75( 11,02:
Loan payable, net of discou 7,101 14,91¢ 19,73 7,13¢
Redeemable convertible preferred st — 112,24 111,84t 111.,46(
Total stockholder equity (deficit) $54,82¢ $(112,109) $(106,687)  $(86,71%)
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ITEM 7.

Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

You should read the following discussion and anglysour financial condition and results of opeosis together with our consolidated
financial statements and the related notes appegagisewhere in this Annual Report on Forn-K. Some of the information contained in this
discussion and analysis or set forth elsewherdimreport, including information with respect targlans and strategy for our business and
related financing, includes forward-looking statartsethat involve risks and uncertainties. You stiaabd the “Risk Factorssection in Par
1—Item 1A. of this report for a discussion of intpot factors that could cause actual results tdedimaterially from the results described in
or implied by the forward-looking statements conéal in the following discussion and analysis.

OVERVIEW

We are a clinical stage biopharmaceutical compamyéng our extensive knowledge of deuterium chémit discover and develop novel
small molecule drugs. Our approach starts with @t drugs, advanced clinical candidates or presWostudied compounds that we believe
can be improved with deuterium substitution to jle\better pharmacokinetic or metabolic propertiesteby enhancing clinical safety,
tolerability or efficacy. We believe our approachyrenable drug discovery and clinical developmieat is more efficient and less expensive
than conventional small molecule drug researchdavelopment. We have a robust pipeline of whollynedand collaboration programs.

The following summarizes our development programs.

AVF-786is a combination of a deuterium-substituted dexgthrarphan analog and an ultra-low dose of quinitigieg
investigated for treatment of neurologic and psgtid disorders. We granted Avanir Pharmaceutidats, or Avanir, an exclusiy
worldwide license to develop and commercialize dmated dextromethorphan analogs, including theognal AVP-786.
Subsequent to our agreement, Avanir was acquirgdtbyka Pharmaceutical Co., Ltd. Avanir is conchgth Phase 2 clinical trial
of AVP-786 as an adjunctive treatment for majorrdspive disorder and also has announced planvémeel AVP-786 into Phase
3 testing for Alzheimé's agitation, following agreement with the Unite@t8s Food and Drug Administration, or FC

CTP-499is a novel, potentially first-in-class treatment ftiabetic nephropathy that we are developing asdalitive treatment to
the current standard of care. We have completdthad?2 clinical trial and plan to seek one or noolaborators for future
development of CT-499 in diabetic nephropath

CTP-354 is a novel, potentially first-in-class, non-sedgttreatment for spasticity that we are initialgveéloping for use in
patients with spinal cord injury and in patientshamnultiple sclerosis to address a significant unmedical need in these markets.
We have conducted Phase 1 clinical trials and éhterconduct additional non-clinical studies ptioinitiating any Phase 2
clinical testing.

CTP-730is a product candidate for the treatment of inflaatory diseases that is being developed under almothtion with
Celgene Pharmaceuticals, Inc., Celgene Interndtteenh and Celgene Corporation, together referoeastCelgene, to research,
develop and commercialize certain deuterated comgfor the treatment of inflammation or cancerSéptember 2014, we
announced the initiation of a single ascending dRis&se 1 clinical trial designed to assess thaysafderability and
pharmacokinetics of CTP-730. The Phase 1 clinicadiam is designed to also evaluate multiple asogribses of CTP-730 and
is expected to be completed in 20

JZF-386is a product candidate containing a deuteratecbgraflsodium oxybate for potential use in patiewith narcolepsy. We
have granted Jazz Pharmaceuticals Ireland Limitedazz Pharmaceuticals, worldwide rights to dgvelod commercialize
deuterated sodium oxybate compounds, including3@&2-Sodium oxybate is the active ingredient ire Rlzarmaceuticals’
marketed drug Xyrerfi. A second Phase 1 clinical trial evaluating JZB-8@s initiated in the first quarter of 2015 withtal
expected in the second quarter of 2015 which withim the next steps in the development of the anog
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» Deuterated Ivacaftois a potential treatment for cystic fibrosis. Cygdibrosis is a life-threatening, hereditary geoelisease that
primarily affects the lungs and digestive systeime Tause is a defect in the gene that encodeydtc ¢ibrosis transmembrane
conductance regulator, a protein which regulatespaments of sweat, mucus and digestion. Accordirte Cystic Fibrosis
Foundation, an estimated 70,000 people worldwide legstic fibrosis. Many people with the disease waw live into their 30s
and beyond. We intend to advance the program imial evaluation in 201%

We plan to continue to seek to identify compourdd tan be improved through selective deuteriunstdution and believe we are capabls
identifying one to two novel deuterated compouneisygar that we can advance into preclinical dgyalent while concurrently progressing
our existing pipeline.

Since our inception in 2006, we have devoted suatistly all of our resources to our research andetipment efforts, including activities to
develop our DCE Platform, or deuterated chemictityeplatform, and our core capabilities in deutienichemistry, identify potential product
candidates, undertake non-clinical studies andcelirtrials, manufacture product in compliance withrent good manufacturing practices,
provide general and administrative support for ¢h@serations and establish our intellectual prgp&¥te have generated an accumulated
deficit of $145.3 million since inception througle@ember 31, 2014 and will require substantial &mithd capital to fund our research and
development. We do not have any products apprawesifie and have not generated any revenue froduprgales. We have funded our
operations primarily through the public offeringdaprivate placement of our equity, debt financing &unding from collaborations. In the
first quarter of 2014, we completed the sale 018,690 shares of common stock in our initial pubfiering, or IPO, at a price to the public
of $14.00 per share, resulting in net proceedstof$83.1 million after deducting underwriting cisints and commissions of $6.5 million
and offering costs of $3.5 million.

We have incurred net losses in each year fromraapition in 2006 through 2014. Our net losses B8fe7 million, $6.1 million and $20.4
million for the years ended December 31, 2014, 20182012, respectively. We do not expect to bétphde for the year ending
December 31, 2015. Substantially all of our nesésshave resulted from costs incurred in conneegtitinour research and development
programs and from general and administrative casdsciated with our operations.

We expect to continue to incur significant experases increasing operating losses for at least é¢ several years. We expect our expenses
will increase substantially in connection with @mgoing activities as we:

. continue to develop and conduct additional-clinical studies and clinical trials with respeatG@TF-354;

. initiate and continue research, non-clinical ahinical development efforts for our other protloandidates and potential product
candidates

. seek to identify additional product candidal
. seek marketing approvals for our product candidéuaissuccessfully complete clinical tria

. establish sales, marketing, distribution arfteotommercial infrastructure in the future to coenamlize various products for which we
may obtain marketing approvi

. require the manufacture of larger quantities ofipid candidates for clinical development and paddiptcommercialization
. maintain, expand and protect our intellectual priypportfolio;

. hire additional personne

. add equipment and physical infrastructure to supmar research and development;

. continue to implement the infrastructure neags$o support our product development and helpomsply with our obligations as a
public company
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We do not expect to generate revenue from produes sinless and until we, or our collaborators¢essfully complete development and
obtain marketing approval for one or more of owduct candidates, which we expect will take a nunolbgears and is subject to significant
uncertainty. We have developed the internal cajhglbd manufacture up to low kilogram quantitiesdefuterated active pharmaceutical
ingredients for use in Phase 1 clinical trials. ld@er, to date, almost all of our manufacturing\aiitis have been performed by third parties.
Additionally, we currently utilize third-party camaict research organizations to carry out our dinitevelopment activities and we do not yet
have a sales organization. If we obtain, or beltbnat we are likely to obtain, marketing approval dny of our product candidates for which
we retain commercialization rights, we expect tinsignificant commercialization expenses relateproduct sales, marketing,
manufacturing and distribution. We expect to seelunhd our operations through a combination of gqoiferings, debt financings and
additional collaborations and licensing arrangesént at least the next several years. Howevemag be unable to raise additional funds or
enter into such other arrangements when needeavonable terms or at all. Our failure to raise tapr enter into such other arrangements
as and when needed would force us to delay, Imemitlice or terminate our research and developmegtams and could have a material
adverse effect on our financial condition and cailitg to develop our products. We will need to geatte significant revenues to achieve
sustained profitability and we may never do so.

COLLABORATIONS

We have entered into a number of collaborationsiferesearch, development and commercializatiateoferated compounds. To date, our
collaborations have provided us with significarmding for both our specific development programd aar DCE Platform. They also have
provided us with access to the considerable séientievelopment, regulatory and commercial cajitédsl of our collaborators. In addition, in
some instances, where we develop and seek to oddifgbwith respect to deuterated analogs of madiehtegs or of drug candidates that are
more advanced in clinical trials, our collaborataray be eligible to seek an expedited developmerggulatory pathway by relying on
previous clinical data regarding their correspogdion-deuterated compound. For example, our caldboAvanir reported agreeing with
the FDA to an expedited development pathway for AA8B. We believe that our collaborations have ébuated to our ability to progress our
product candidates and build our DCE Platform. \&echestablished the following key collaborations:

. Celgeneln April 2013, we entered into a master developnaent license agreement with Celgene, which is pilynfocused on the
research, development and commercialization ofipdaleuterated compounds targeting inflammationancer. The collaboration is
initially focused on one compound in the initiabgram, CTP#30, targeting inflammatory disease, but has thergi@al to encompass |
to four programs. For the initial program, we geah€elgene an exclusive worldwide license to deyettanufacture and commercia
deuterated analogs of a selected non-deuterategazord and certain close chemical derivatives ttfek&¥e further granted Celgene
licenses with respect to two additional programs am option with respect to a third additional peog. We and Celgene have agree
the non-deuterated compounds for each of the twidiadal license programs. For the option progr@algene may select the non-
deuterated compound at a later time, which, urddssrwise agreed by us, will be limited to a commbéor which Celgene possesses
exclusive rights. With respect to the two additidi@ense programs, we granted Celgene an upfrasitisive worldwide license to
develop, manufacture and commercialize deuteratsdijpts that contain deuterated analogs of theedgnpon non-deuterated
compounds. Celgene is restricted from utilizingrthesearch, development and commercializationtsiginder each of these upfront
licenses, unless, within seven years after thetffe date of the agreement, Celgene pays us rskicexercise fee. If Celgene does not
elect to pay the license exercise fee during thersgear period, the license will expire. With resjpto the option program, once a
compound is selected, Celgene may exercise iteropif paying us an option exercise fee within sexgars of the effective date of the
agreement, and upon Celgene’s exercise of theroptgowill grant to Celgene an exclusive worldwidehse to develop, manufacture
and commercialize deuterated products that conlinerated analogs of the selected-deuterated compoun
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Under the agreement, we received a non-refundapfepnt payment of $35.0 million. In addition, weealigible to earn up to $23.0
million in development milestone payments, inclgd$#8.0 million related to the completion of Phasdidical trials, up to $247.5
million in regulatory milestone payments and ui$5®.0 million in sales-based milestone paymenttedito products within the initial
program. If Celgene exercises its rights with respe either of the two additional license programe will receive a license exercise
fee for the applicable program of $30.0 million amitl also be eligible to earn up to $23.0 milliondevelopment milestone payments
and up to $247.5 million in regulatory milestongments for that program. Additionally, with resp&zibne of the additional license
programs we are eligible to receive up to $100.laniin sales-based milestone payments based bsates of products, and with
respect to the other additional license progranameeeligible to receive up to $50.0 million in saleased milestone payments based on
net sales of products. If Celgene exercises it®optith respect to the option program in respéet oompound to be identified at a le
time, we will receive an option exercise fee of $l@illion and will be eligible to earn up to $23rlllion in development milestone
payments and up to $247.5 million in regulatoryastibne payments.

In addition, with respect to each program, Celgsrrequired to pay us royalties on worldwide néésaf each licensed product at
defined percentages ranging from the mid-singlé&sltg low double digits below 20%. The royaltyrtefor each licensed product in
each country is the period commencing with firsharercial sale of the applicable licensed produth@applicable country and ending
on the latest of expiration of specified patentarage, expiration of regulatory exclusivity or ldays following commercial launch. T
royalty rate is reduced on a country-by-countryi®dsring any period within the royalty term whéere is no patent claim or
regulatory exclusivity covering the licensed pradache particular country.

Under the agreement, we are responsible for coimtpahd funding research and development activitiethe initial program at our
own expense pursuant to mutually agreed-upon dpredat plans. These activities consist of the cotigpleof single and multiple
ascending dose Phase 1 clinical trials and any atiytagreed upon additional Phase 1 clinical tril€elgene exercises its rights with
respect to any additional program and pays usphécable exercise fee, we are responsible for gotidg research and development
activities at our own expense pursuant to mutuadiseed upon development plans until the compleifdhe first Phase 1 clinical trial,
which will be defined in each development plan @r@gram-by-program basis. In addition, if CelgeRrercises its rights with respect
to the option program and pays us the applicabdecise fee, we are responsible for seeking to gémer deuterated compound for
clinical development in the selected option progegraur own expense.

. Avanir. In February 2012, we entered into a developmedtiaense agreement with Avanir under which wentgd Avanir an
exclusive worldwide license to develop, manufacamd commercialize deuterated dextromethorpharagung products. Subsequent
to our agreement, Avanir was acquired by OtsukarRheeutical Co., Ltd. and it is now a wholly owrssidiary of Otsuka America,
Inc. Avanir is developing AVP-786, which is a comdfion of a deuterated dextromethorphan analogaandtra-low dose of quinidine,
for the treatment of neurologic and psychiatriodigrs.

Under the agreement, we received a non-refundadftent payment of $2.0 million, a milestone paymehn$2.0 million in 2013, and a
milestone payment of $2.0 million in 2014. We dso&ligible to earn, with respect to licensed picid comprising a combination of
deuterated dextromethorphan and quinidine, a $8li@mmilestone payment related to dosing in a$tha clinical trial for AVP-786,

up to $37.0 million in regulatory and commercialiigh milestone payments and up to $125.0 milliosallesbased milestone paymer

In addition, we are eligible for higher developmeritestones, up to an additional $43.0 million, foensed products that do not require
quinidine. Avanir is currently developing deutedhtiextromethorphan only in combination with quinigli Avanir also is required to
us royalties at defined percentages ranging framtld-single digits to low double digits below 2@¥ worldwide net sales of licensed
products. The royalty term for each licensed produeach country is the period commencing witetfdcommercial sale of the
applicable licensed product in the applicable couahd ending on the

later of expiration of specified patent coveragd@iyears following commercial launch. The royatite is
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reduced, on a country-by-country basis, during@eyod within the royalty term when there is nogpdtclaim covering the licensed
product in the particular country.

. Jazz Pharmaceutica. In February 2013, we entered into a developmedtiiaense agreement with Jazz Pharmaceuticatstarch,
develop and commercialize products containing dateéd sodium oxybate, or D-SXB. We are initiallgdising on one analog,
designated as JZP-386. Under the terms of the mgr@ewe granted Jazz Pharmaceuticals an exclusorédwide, royalty-bearing
license under intellectual property controlled Isyta develop, manufacture and commercialize D-SK®lpcts including, but not
limited to, JZI-386.

We, together with Jazz Pharmaceuticals, are comducertain development activities for a Phaseriiaal trial with respect to JZP-386
pursuant to an agreed upon development plan. Wieegpensible under the development plan for comaigiet Phase 1 clinical trial with
respect to JZP-386. Thereafter, our obligationsotoduct further development activities are subjechutual agreement. Jazz
Pharmaceuticals has assumed all manufacturing metplities. Pursuant to the agreement, our caststivities under the developmi
plan, including pass-through costs and the costaibEmployees’ time at a rate per full-time eqléwayear of our employees’ time,
which we mutually agreed to, are reimbursed by Rimrmaceuticals, except for the costs of an additiPhase 1 clinical trial that was
initiated in the first quarter of 2015, which wllé shared between Jazz Pharmaceuticals and ugeirhtsursement is subject to
limitations specified in the agreement, includintharence within a particular percentage to the ldgweent budget. Under the
agreement, Jazz Pharmaceuticals is subject tofigukdiligence obligations regarding the developtraard commercialization of
licensed products.

Under the agreement, we received a refandable upfront payment of $4.0 million and we also eligible to earn an aggregate of t
$8.0 million in development milestone paymentstaifs35.0 million in regulatory milestone paymemsl aip to $70.0 million in sales-
based milestone payments based on net sales édidgproducts. In addition, Jazz Pharmaceuticatxjisired to pay us royalties at
defined percentages ranging from the mid-singlé&gltg low double digits below 20%, on a countrydnuntry and licensed product-
by-licensed product basis, on net sales of licepseducts. The royalty term for each licensed pobdtueach country is the period
commencing with first commercial sale of the apgile licensed product in the applicable country emding on the later of the
expiration of specified patent coverage or 10 yéatswing commercial launch. The royalty ratedsviered, on a country-by-country
basis, under certain circumstances as specifidteiagreement.

Following termination of the agreement with respgeca country or countries, but not in its entirdty Jazz Pharmaceuticals for Jazz
Pharmaceuticals’ convenience, Jazz Pharmaceutiaalgprovide us written notice that it desires tatoae or recommence
development and commercialization of licensed petglin such country or countries, in which evezzJaharmaceuticals’ license with
respect to D-SXB products in such country or cdaatand corresponding payment obligations undeagineement will be reinstated
except in specified circumstances in which we haewiously notified Jazz Pharmaceuticals of ouerihto develop or commercialize
licensed products in such country or countriesegithirectly or through a third party licensee.

. Fast Forward LLC. In addition to these collaborations, in Febru2®y2, we entered into a sponsored research agreeviteriast
Forward LLC, or Fast Forward, a subsidiary of tteidhal Multiple Sclerosis Society, to fund the @ireical advancement of CTP-354.
Under the Fast Forward agreement, we received aefandable upfront payment of $0.2 million, as iveal further non-refundable
payments of $0.6 million for the achievement of phheclinical development milestones set forth i éigreement. We are obligated to
make milestone payments to Fast Forward not inesxoa low-single digit multiple of the funding amnt if we commercialize CTP-
354 or license the development and commercialinasfaCTF-354 to a third party

. Glaxo Group Limited In May 2009, we entered into a research and dewetnt collaboration and license agreement withkx@@roup
Limited, or GSK, to research, develop and comméreianultiple products containing deuterated comts) including CTP-499. Our
agreement with GSK, as subsequently amended, exipifday 2012 after GSK opted out of further deyeh@nt under the agreement
and made
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$2.75 million payment to us. The rights to the pratdcandidates developed under the agreement bageed to us and we are free to
pursue them without further obligation to GSK ottiean to repay GSK an amount of up to $2.75 millfome commercialize CTP-499
or if, prior to a specified date in 2018, wi-license or transfer rights to C-499 to a third party

FINANCIAL OPERATIONS OVERVIEW

Revenue

We have not generated any revenue from the sal@®diicts. All of our revenue to date has been igeeé through collaboration, license «
research arrangements with collaborators and néihprganizations for the development and commédimzation of product candidates.

The terms of these agreements include one or nidghe dollowing types of payments: non-refundalitense fees, payments for research and
development activities, payments based upon thiewaiment of specified milestones, payment of lieeesercise or option fees relating to
product candidates and royalties on any net proshles. To date, we have received non-refundalitentgpayments, several milestone
payments and certain research and developmentsessienues. However, we have not yet earned egiyde exercise or option fees, sales-
based milestone payments or royalty revenue asudt i product sales.

In the future, we will seek to generate revenuenfeocombination of product sales and milestone gaysand royalties on future product
sales in connection with our current collaboratiaith Celgene, Avanir and Jazz Pharmaceuticalsttogr collaborations we may enter into.

Research and development expenses

Research and development expenses consist prino&clysts incurred for the development of our paidiandidates, which include:
« employerrelated expenses, including salary, benefits, trand stoc-based compensation exper
e expenses incurred under agreements with contragareh organizations and investigative sites thiadlect our clinical trials
» the cost of acquiring, developing and manufactudiigjcal trial materials

» facilities, depreciation and other expensed¢chkvinclude direct and allocated expenses for aaat maintenance of facilities,
insurance and other supplit

» platform-related lab expenses, which consistasts related to synthesis, analysis @mditro and in vivo characterization of
deuterated compounds to support the selection eogtgssion of potential product candida:

* expenses related to consultants and advisors

e costs associated with r-clinical activities and regulatory operatiol

Research and development costs are expensed adhdDosts for certain development activitiesrammgnized based on an evaluation o
progress to completion of specific tasks usingrimiation and data provided to us by our vendorsaamctlinical sites.

A significant portion of our research and develophsts have been external costs, which we track grogram-by-program basis. These
external costs include fees paid to investigammwasultants, central laboratories and contraciareseorganizations in connection with our
clinical trials, and costs related to acquiring amahufacturing clinical trial materials. Our intafmesearch and development costs are
primarily
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personnel-related costs, depreciation and othémeictdcosts. We do not track our internal researuth development expenses on a program-
by-program basis as they are deployed across reufiipjects under development.

The successful development of any of our produstlickates is highly uncertain. As such, at this time cannot reasonably predict with
certainty the duration and completion costs ofdieent or future clinical trials of any of our pitct candidates or if, when, or to what extent
we will generate revenues from the commercializatind sale of any of our product candidates th&timlmarketing approval. We may ne
succeed in achieving regulatory approval for angwfproduct candidates. The duration, costs, ianidg of clinical trials and development
of our product candidates will depend on a var@dtfactors, including:

» the scope and rate of progress of our ongoing dsas@ny additional clinical trials and other ras#h and development activitie
» results from ongoing as well as any additionalichhtrials and research and development actiyi

» significant and changing government regulat

» the terms and timing and receipt of any regulagpyrovals

» the performance of our collaborato

« our ability to manufacture, market, commereialand achieve market acceptance for any of owlystacandidates that we are
developing or may develop in the future;

» the expense and success of filing, prosecutingmitdfig and enforcing any patent claims and othefl@ctual property right:

A change in the outcome of any of these variabliéis respect to the development of a product candidauld mean a significant change in
the costs and timing associated with the developwieihat product candidate. For example, if theAR® another regulatory authority were
to require us to conduct clinical trials or othesearch and development activities beyond thosevihaurrently anticipate will be required
the completion of clinical development of a prodcahdidate, or if we experience significant delisysnrollment in any of our clinical trials,
we could be required to expend significant addaldimancial resources and time on the completibdlinical development.

Research and development activities are cent@litdusiness model. Product candidates in latgestaf clinical development generally
have higher development costs than those in eatbgjes of clinical development, primarily duehte increased size and duration of later-
stage clinical trials. We expect research and agweént costs to increase significantly for the $eemable future as our product candidate
development programs progress but we do not belietat is possible at this time to accuratelyjgcbtotal program-specific expenses
through commercialization. There are numerous fadssociated with the successful commercializaifany of our product candidates,
including future trial design and various regulgtorquirements, many of which cannot be determimigill accuracy at this time based on our
stage of development. Additionally, future commalraind regulatory factors beyond our control wiipiact our clinical development
programs and plans.

General and administrative expenses

General and administrative expenses consist piliynafrsalaries and related costs for personneluding stock-based compensation and
travel expenses for our employees in executiveratipmal, finance, legal, business developmenttamdan resource functions. Other general
and administrative expenses include facility-ralatests, depreciation and other expenses not sdid¢a research and development expense
and professional fees for directors, accountinglagdl services and expenses associated with afigeémd maintaining patents.
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We anticipate that our general and administratieases will increase in the future as our pipedir@vs and matures. Additionally, if and
when we believe a regulatory approval of the firstduct candidate that we intend to commercializ@ar own appears likely, we anticipate
an increase in payroll and related expenses asult o our preparation for commercial operaticespecially as it relates to the sales,
marketing and distribution of our product candidate

Investment income

Investment income consists of interest income ehamecash equivalents and investments.

Interest and other expense

Interest and other expense consists primarily tefr@st expense on amounts outstanding under ouifalzlity with Hercules, amortization of
debt discount and the re-measurement gain or ksxeted with the change in the fair value ofpreferred stock warrant liability.

CRITICAL ACCOUNTING POLICIES AND SIGNIFICANT JUDGME NTS AND ESTIMATES

Our management'’s discussion and analysis of oanéiial condition and results of operations are daseour consolidated financial
statements, which have been prepared in accordeitit®).S. generally accepted accounting principlé®e preparation of these financial
statements requires us to make judgments and ¢etirtteat affect the reported amounts of assetslities, revenues, and expenses and the
disclosure of contingent assets and liabilitiesun financial statements. We base our estimatdsstarical experience, known trends and
events, and various other factors that are belitwdx reasonable under the circumstances. Aatgalts may differ from these estimates
under different assumptions or conditions. On agoamg basis, we evaluate our judgments and estgnatéght of changes in circumstances,
facts and experience. The effects of material renssin estimates, if any, will be reflected in t@nsolidated financial statements
prospectively from the date of change in estimates.

While our significant accounting policies are désed in more detail in the notes to our consoliddieancial statements appearing elsewhere
in this Annual Report on Form 10-K, we believe tbikowing accounting policies used in the prepamatdf our financial statements require
the most significant judgments and estimates:

* revenue recognitior
» accrued research and development expense

» stocl-based compensatio

Revenue recognition

We have primarily generated revenue through arraegés with collaborators for the development andmercialization of product
candidates.

Collaboration revenue

The terms of our collaboration and license agredsneave typically contained multiple elements, elivetrables, which have included
licenses, or options to obtain licenses, to prodaodidates, referred to as exclusive licensesellsas research and development activities to
be performed by us on behalf of the collaborattateel to the licensed product candidates. Payntkatsve may receive under these
agreements include norfundable upfront license fees, payment for redeand development activities, payments based apbievement «
specified milestones, payment upon exercise offiegights or options to license product candidatesroyalties on any resulting product
sales.
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Multiple-Element ArrangementOur collaborations primarily represent multipleraent arrangements. We analyze multiple-element
arrangements based on the guidance in Financiaukting Standards Board, or FASB, Accounting Stassl€odification, or ASC, Topic
605-25,Revenue Recognition-Multiple-Element ArrangemeatsASC 605-25. Pursuant to the guidance in AS& &0, we evaluate
multiple-element arrangements to determine thevéigbles included in the arrangement and whetheintfividual deliverables represent
separate units of accounting or whether they maistdzcounted for as a combined unit of accountihgs &valuation involves subjective
determinations and requires us to make judgmertstabe individual deliverables and whether sudivdebles are separable from the other
aspects of the contractual relationship. Delivarslalre considered separate units of accountingdawthat: (1) the delivered item(s) has
value to the customer on a standalone basis arifit{®) arrangement includes a general right afrretelative to the delivered item(s),
delivery or performance of the undelivered iteni§s)onsidered probable and substantially in outrobrin assessing whether a delivered
item(s) has standalone value, we consider wheligecallaboration partner can use the delivered(ggfor its intended purpose without the
receipt of the remaining element(s), whether tHaevaf the deliverable is dependent on the undedivéem(s) and whether there are other
vendors that can provide the undelivered elemerit(shaking these assessments, we consider fasiatsas the research, manufacturing and
commercialization capabilities of the collaboratjmartner and the availability of the associatedeetige in the general marketplace. The te

of our collaboration and licensing arrangementsigtocontain general rights of return that wouldchrde recognition of revenue.

Arrangement consideration that is fixed or deteahle is allocated among the separate units of atitmuusing the relative selling price
method. We determine the selling price of a uni@founting following the hierarchy of evidencesmrgbed by ASC 605-25. Accordingly,
we determine the estimated selling price for uaftaccounting within each arrangement using verspeeific objective evidence of selling
price, if available, third-party evidence of sajjiprice if vendor-specific objective evidence i agailable, or best estimate of selling price if
neither vendor-specific objective evidence norddparty evidence is available. We typically usetlestimate of selling price to estimate the
selling price for exclusive licenses and researchdevelopment services, since we generally dtvae¢ vendor-specific objective evidence
or third-party evidence of selling price for thétsens. Determining the best estimate of sellinggfor a unit of accounting requires
significant judgment. In developing the best estena selling price for a unit of accounting, wensaler applicable market conditions and
relevant entity-specific factors, including factdinat were contemplated in negotiating the agre¢éméh the customer and estimated costs.
We validate the best estimate of selling priceufoits of accounting by evaluating whether changdahé key assumptions used to determine
the best estimate of selling price will have a Bigant effect on the allocation of arrangementsideration between multiple units of
accounting.

Our multiple-element revenue arrangements may decthe following:

* Option ArrangementsAn option to obtain an exclusive license is cdaséd substantive if, at the inception of the ageament, we
are at risk as to whether the collaboration pantviichoose to exercise the option. Factors thatcansider in evaluating whether
an option is substantive include the overall oliyectf the arrangement, the benefit the collaboratight obtain from the
arrangement without exercising the option, the tmstxercise the option and the likelihood thatdpgon will be exercised. For
arrangements under which an option is considerbstantive, we do not consider the item underlyhgdption to be a deliverat
at the inception of the arrangement and the assacaption fees are not included in allocable ayemment consideration, assum
the option is not priced at a significant and imeeatal discount. Conversely, for arrangements untiéech an option is not
considered substantive, we would consider the itederlying the option to be a deliverable at theeption of the arrangement
and a corresponding amount would be included iratloeable arrangement consideration. A signifiGamd incremental discount
included in an otherwise substantive option is @ered to be a separate deliverable at the inaepfithe arrangemer

» Exclusive License. We recognize arrangement consideration allodategch unit of accounting when all of the revenue
recognition criteria included in ASC Topic 6Revenue Recogniticare satisfied fo
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that particular unit of accounting. We will recogaias revenue arrangement consideration attrittatexiclusive licenses that ha
standalone value from the other deliverables tprbgided in an arrangement upon delivery. We veilagnize as revenue
arrangement consideration attributed to exclusaenkes that do not have standalone value frorottiex deliverables to be
provided in an arrangement over our estimated pedace period as the arrangement would be accofotes a single,
combined unit of accountin

» Research and Development Servi. We recognize revenue associated with researcll@rglopment services ratably over the
associated period of performance. If there is soatnible pattern of performance and/or objectivebasurable performance
measures do not exist, then we recognize revenaestiaight-line basis over the period we are ebgueto complete our
performance obligations. Conversely, if the pat@rperformance in which the service is providedh® customer can be
determined and objectively measurable performareasores exist, then we recognize revenue undarthegement using the
proportional performance method. Revenue recogrigziahited to the lesser of the cumulative amoofrippayments received or
the cumulative amount of revenue earned as oféhiegending date

Milestone Revent. At the inception of an arrangement that incluehélestone payments, we evaluate whether each miless substantive
and at risk to both parties on the basis of thdiegant nature of the milestone. This evaluatiariudes an assessment of whether:

» the consideration is commensurate with eithgrperformance to achieve the milestone or the medraent of the value of the
delivered item(s) as a result of a specific outcoeseilting from our performance to achieve the stdae;

» the consideration relates solely to past perforrapand

» the consideration is reasonable relative to althefdeliverables and payment terms within the gearent.

We evaluate factors such as the scientific, cliniegulatory, commercial and other risks that nhesbvercome to achieve the respective
milestone and the level of effort and investmeguieed to achieve the respective milestone in ngakiis assessment. There is considerable
judgment involved in determining whether a milegt@atisfies all of the criteria required to conéuhat a milestone is substantive. We h
concluded that all of the development and regwatailestones included in our current collaboratwrangements are substantive.
Accordingly, in accordance with FASB ASC Topic 688-Revenue Recognition-Milestone Methadvenue from development and
regulatory milestone payments will be recognizeth&ir entirety upon successful accomplishmenhefrhilestone, assuming all other
revenue recognition criteria are met. Milestoned tre not considered substantive would be recedras revenue over the remaining period
of performance, assuming all other revenue recmgndriteria are met. Revenue from satesed milestone payments will be accounted f
royalties and recognized as revenue upon achievieshéme milestone, assuming all other revenuegaition criteria are met.

Royalty Revenu. We will recognize royalty revenue in the periddale of the related product(s), based on the nlyidg contract terms,
provided that the reported sales are reliably nmaédel and we have no remaining performance obtigatiassuming all other revenue
recognition criteria are met.

Accrued research and development expenses

As part of the process of preparing our finandiatesnents, we are required to estimate our acaxpenses as of each balance sheet date.
This process involves reviewing open contracts@urdhase orders, communicating with our persormilentify services that have been
performed on our behalf and estimating the levedest/ice performed and the associated cost inctioratie service when we have not yet
been invoiced or otherwise notified of the actuatc The majority of our service providers invoiemonthly in arrears for services
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performed or when contractual milestones are metnvilke estimates of our accrued expenses as obakite sheet date in our financial
statements based on facts and circumstances kroushdt that time. We periodically confirm the aeoy of our estimates with the service
providers and make adjustments if necessary. Exesrgflestimated accrued research and developmpahsas include fees paid to:

» contract research organizations in connection wlittical trials;
» investigative sites in connection with clinicakls;
» vendors in connection with n-clinical development activities; ar

« vendors related to product manufacturing, develogrard distribution of clinical supplie

We generally accrue expenses related to reseadctiemelopment activities based on the serviceswed@nd efforts expended pursuant to
contracts with multiple contract research orgaimzes that conduct and manage clinical trials onlmhvalf as well as other vendors that
provide research and development services. Thadiabterms of these agreements are subject totia¢iga, vary from contract to contract
and may result in uneven payment flows. There neinstances in which payments made to our vendibrexeeed the level of services
provided and result in a prepayment of the clineglense. Payments under some of these contrgiadien factors such as the successful
enrollment of subjects and the completion of chhizial milestones. In accruing service fees, wtngate the time period over which services
will be performed and the level of effort to be erged in each period. If the actual timing of tkefgrmance of services or the level of effort
varies from our estimate, we adjust the accrugrepaid accordingly. Non-refundable advance paysimtgoods and services that will be
used in future research and development activatiesexpensed when the activity has been performedhen the goods have been received
rather than when the payment is made.

Although we do not expect our estimates to be ratgdifferent from amounts actually incurred oifir estimates of the status and timing of
services performed differ from the actual status #ming of services performed we may report amstimat are too high or too low in any
particular period. To date, there has been no maatfferences from our estimates to the amouttatly incurred.

Stock-Based Compensation

Since our inception in May 2006, we have applieglfdir value recognition provisions of Financialodanting Standards Board
Accounting Standards Codification Topic 7T3mpensation-Stock Compensatjarhich we refer to as ASC 718, to account foisaikk-
based compensation. We use the Black-Scholes-Mepton pricing model for determining the estimateid value for stock-based awards
on the date of grant, which requires the use ojestibe and complex assumptions to determine thevédue of stockdased awards, includit
the awards expected term and the price volatility of theenhdng stock. We recognize the value of the portid the awards that is ultimate
expected to vest as expense over the requisitenggstriods on a ratable basis for the entire aw@rd awards granted to employees
generally have a ten year term and typically vest @ four year period.

Because there had been no public market for ounwamstock prior to our IPO, we believe that we hissgaifficient data from our
limited public trading history to appropriatelylizé company-specific historical and implied vdiagiinformation. Accordingly, we utilize
data from a representative group of publicly tradechpanies to estimate expected stock price vibyatiWe selected representative compa
from the biopharmaceutical industry with similaachcteristics as us, including stage of produceltgament and therapeutic focus.

The expected term of awards represents the pefitiohe that the awards are expected to be outstgnile use the simplified method
as prescribed by the Securities and Exchange CasioniStaff Accounting Bulletin No. 1075 hare-Based Paymeisis we do not have
sufficient historical exercise data to provide as@nable basis upon which to estimate the expéetedof stock options granted to employ
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We utilize a dividend yield of zero based on thet that we have never paid cash dividends and haairrent intention of paying cash
dividends. The risk-free interest rate was estichat#ng an average of treasury bill interest rates a period commensurate with the
expected term of the option at the time of grantféitures are estimated at the time of grant &avised, if necessary, in subsequent periods if
actual forfeitures differ from those estimates.

Total compensation cost recognized for all stockeldlacompensation awards in the consolidated statero&operations and
comprehensive loss as follows:

Years ended December 3.

(in thousands' 2014 2013 2012

Research and development $ 80z $ 58z $ 564
General and administratiy 891 42C 304
Total $1,69: $ 1,00: $ 86¢

We have computed the fair value of employee stqtions at the date of grant using the followinggi®éd-average assumptions:

Year ended December 31

2014 2013 2012
Expected volatility 80.9% 70.1(% 72.8(%
Expected tern 6.0 year 6.0 year 6.0 year
Risk-free interest rat 1.9% 1.6% 0.95%
Expected dividend yiel 0.0(% 0.0(% 0.0(%

Prior to our IPO, the estimated fair value of oomemon stock was determined by our board of diredtaised on contemporaneous and
retrospective valuation estimates provided by mamant and prepared in accordance with the framewfathe American Institute of
Certified Public Accountants’ Technical Practical AValuation of Privately-Held-Company Equity Sedestlssued as Compensatias wel
as independent third-party valuations. Our valueiof our common stock were based on a numberjettie and subjective factors,
including external market conditions affecting thetechnology industry sector and the prices ativiwe sold shares of preferred stock, the
superior rights and preferences of securities seaiour common stock at the time of each granttaadikelihood of achieving a liquidity
event such as an IPO. Since our IPO, the exercise per share of all option grants has been géteatlosing price of our common stock on
The NASDAQ Global Market on the applicable datgnt.

PENDING ACCOUNTING PRONOUNCEMENTS

In May 2014, the FASB issued Accounting Standargddte, or ASU, No. 2014-0Revenue from Contracts with Customers (Topic 608)
ASU 2014-09, which stipulates that an entity shaeltbgnize revenue to depict the transfer of prechigoods or services to customers in an
amount that reflects the consideration to whichehtity expects to be entitled in exchange for ¢hgsods or services. To achieve this core
principle, ASU 2014-09 provides that an entity ddapply the following steps: (1) identify the coatt(s) with a customer, (2) identify the
performance obligations in the contract, (3) deteenthe transaction price, (4) allocate the tratisagrice to the performance obligations in
the contract and (5) recognize revenue when (othasgntity satisfies a performance obligation sTipdate will be effective for us
retrospectively beginning in the first quarter isthl 2017 with early adoption not permitted. We aurrently assessing the impact of this
ASU on our consolidated financial statements.

In August 2014, the FASB issued ASU No. 2014Diclosure of Uncertainties About an Entity’s Atyilio Continue as a Going Conceror
ASU 2014-15. ASU 2014-15 amends FASB ASC 20%4ésentation of Financial Statements — Going Comgéay providing guidance on
determining when and how reporting entities
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must disclose going-concern uncertainties in tfieémcial statements, including requiring managentemperform interim and annual
assessments of an entity’s ability to continue gsiag concern within one year of the date of isseaof the entity’s financial statements and
providing certain disclosures if there is substrdbubt about the entity’s ability to continueaagoing concern. ASU 2014-15 will be
effective for our fiscal year 2016 and for intengeriods beginning in the first quarter of fiscallZOWe are still evaluating the impact of this
ASU on our financial statement disclosures.

RESULTS OF OPERATIONS
Comparison of the years ended December 31, 2014 apdl13

The following table summarizes our results of ofiers for the years ended December 31, 2014 and, 20dether with the changes in those
items in dollars.

Year ended December 31

(in thousands' 2014 2013 Change
Revenue

License and research and development rev $ 6,57¢ $ 23,40¢ $(16,83:)

Milestone revenu 2,00( 2,00( —
Total revenue 8,57¢ 25,40¢ (16,837)
Operating expense

Research and developm 27,47+ 21,79 5,68¢

General and administratiy 11,70( 8,02¢ 3,672
Total operating expens 39,17 29,81¢ 9,35¢
Loss from operation (30,599 (4,410 (26,189
Investment incom 49 21 28
Interest and other expen (1,150 (1,667 517
Net loss $ (31,699 $ (6,05¢6) $(25,649)

Revenut

Revenue was $8.6 million for the year ended Decerdbe2014, compared to $25.4 million for the yeaded December 31, 2013, a decrt

of $16.8 million. The decrease in revenue was piilgndue to license revenue recognized during tharyended December 31, 2013 of $17.0
million in connection with the initial license dedirable under our collaboration agreement with €edg partially offset by an increase of $
million recognized for services performed under Gatgene agreement during the year ended Decerib@034. The increase in services
performed during the year ended December 31, 2@Kipsimarily attributable to the initiation of angle ascending dose Phase 1 clinical trial
of CTP-730 during the year ended December 31, 2014.

Additionally, revenue recognized under our Jazzrhaeuticals collaboration decreased by $2.2 millgrimarily as a result of the $3.7
million recognized for the license deliverable digrihe year ended December 31, 2013, partiallyebffg a $1.5 million increase in revenue
recognized during the year ended December 31, Iskrvices performed under our Jazz Pharmacdsiiggeement. The increase in
services performed during the year ended Decenthe2®. 4 was primarily attributable to the conduca ®hase 1 clinical trial of JZP-386
during the year ended December 31, 2014.

As of December 31, 2014, we had deferred revenue of

*  $12.9 million related to our collaboration wittelgene, $5.8 million of which is classified asrent and $7.1 million of which is
classified as lor-term, on our consolidated balance sh
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»  $0.2 million related to our collaboration withzz Pharmaceuticals and associated with reseadctiexelopment services to be
performed and recognized as revenue over the d@stimemaining performance period of 24 months;

» $2.8 million related to a payment received from GB&t we will not recognize as revenue until allagment obligations laps

Research and development expel

The following table summarizes our external redeartd development expenses, by program, for thes yemled December 31, 2014 and
2013, with our internal research expenses sepwreltsified by category. Because Avanir is conidigcthe clinical development of AVIP8€E
at its expense, we made minimal investment in thgnmam during these periods.

Year ended December 31

(in thousands’ 2014 2013
Direct research and development expen
CTF-499 $ 1,371 $ 3,90¢
CTF-354 5,921 1,771
JZF-386 2,201 25¢
CTF-730 1,90¢ 45t
Total direct research and development expe 11,40¢ 6,382
Employee and contract-related expense 10,52 10,72:
Platforr-related lab expensi 2,45¢ 1,39t
Facility expense 2,74z 2,80z
Other expense 341 48¢
Personnel and other expen 16,06" 15,40¢
Total research and development expe! $ 27,47¢ $ 21,79

Research and development expenses were $27.5mfilliche year ended December 31, 2014, compar$@d1@ million for the year ended
December 31, 2013, an increase of $5.7 million. ihbeease was primarily due to a $4.2 million ire in CTP-354 expenses due to the
conduct of Phase 1 clinical trials and other nonicl development activities, a $2.0 million inase in JZP-386 expenses as a result of the
conduct of a Phase 1 clinical trial and an incredskl.4 million in CTP-730 expenses which was puitly attributable to the initiation of a
Phase 1 clinical trial as well as certain non-chihidevelopment activities. These increases wenttefha offset by a $2.5 million decrease in
CTP-499 expense due to the completion of dosingh®isecond part of our Phase 2 clinical trial ec®mber 2013, partially offset by costs
incurred during the year ended December 31, 204dcésted with the open-label extension study thet the final part of Phase 2 clinical
trial.

The $1.1 million increase in platform-related latpenses was primarily associated with certain amgogsearch programs.

General and administrative expenses

General and administrative expenses were $11.7omfibr the year ended December 31, 2014, compargdneral and administrative
expenses of $8.0 million for the year ended Decer@be2013. The increase was primarily due to 8 ##llion increase in cash
compensation and non-cash stock-based compensapemse and recruiting expense, a $1.3 milliore@ee of expenses incurred during the
year ended December 31, 2014 in connection wittheaoming a public company, including directors affiters insurance premiums a
professional fees, and a $0.2 million increaseitt and facility expense, which was partially atitable to the lease amendment executed in
August 2014 as well as an increase in higher fga@lberating expenses.
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Interest and other expen

Interest and other expense was $1.2 million foryésr ended December 31, 2014, compared to $1lidmribr the year ended December 31,
2013. The decrease was primarily attributable de@ease in interest expense associated with d@ufatelity with Hercules, which decreas
by $0.6 million for the year ended December 31 26dmpared to the prior year due to a lower prigicialance outstanding. The decrease
was partially offset by a $0.1 million increasesikpense recognized during the year ended Decemib@024 in connection with the re-
measurement of the fair value of the redeemablgartible preferred stock warrant that we issueHocules in connection with draws under
our debt facility. Upon completion of our IPO inldfaary 2014, the warrant became exercisable faggnegate of 70,796 shares of our
common stock at an exercise price of $14.13 peesirad the related warrant liability was reclassifio additional paiéh capital and will no
be subject to re-measurement in future periods.

Comparison of the years ended December 31, 2013 apd12

The following table summarizes our results of ofiers for the years ended December 31, 2013 and, 20dether with the changes in those
items in dollars.

Year ended December 31

(in thousands’ 2013 2012 Change
Revenue

License and research and development rev $ 23,40¢ $ 11,34¢ $12,05¢

Milestone revenu 2,00( 1,50( 50C
Total revenue 25,40¢ 12,84¢ 12,55¢
Operating expense

Research and developm 21,79 24,19: (2,409

General and administratiy 8,02¢ 7,26¢€ 762
Total operating expens 29,81¢ 31,45¢ (1,649
Loss from operation (4,410 (18,610 14,20(
Investment incom 21 22 Q)
Interest and other expen (1,667%) (1,85€) 18¢
Net loss $ (6,05¢€) $ (20,44 $14,38¢

Revenus

Revenue was $25.4 million for the year ended Deeer8lb, 2013, compared to $12.8 million for the ymaded December 31, 2012, an
increase of $12.6 million. The increase in revewas primarily due to license revenue recognizedHeryear ended December 31, 2013 of
$17.0 million under our collaboration with Celgeared $3.7 million under our collaboration with J&trmarmaceuticals, in connection with «
grant of licenses under these collaborations, dsasé2.0 million of milestone revenue recognifedthe year ended December 31, 2013
based on positive data from Avanir's Phase 1 dintigal of AVP-786. In comparison, we recognizegtie@nue for the year ended

December 31, 2012 comprised primarily of $8.3 millbf research and development revenue and $1lismif milestone revenue under our
collaboration with GSK, which ended in 2012. Weogized license revenue of $2.0 million in the yeladed December 31, 2012 relating to
the license grant to Avanir for deuterated dextrittmgohan. In addition, an increase of $1.7 milliomevenue recognized for services
performed under our collaborations contributecheodverall increase in revenue for the year endsgem®ber 31, 2013 as compared to the
prior year, of which $1.4 million was related to\sees performed under our collaboration with Celge

87



Table of Contents

Research and development expel

The following table summarizes our external redeartd development expenses, by program, for thes yemled December 31, 2013 and
2012, with our internal research expenses sepwreltedsified by category. Because Avanir is conidigcthe clinical development of AVIP8€
at its expense, we made minimal investment in tbgnmam during these periods.

Year ended December 31

(in thousands’ 2013 2012
Direct research and development expen
CTF-499 $ 3,90¢ $ 5,967
CTF-354 1,771 1,091
JZF-386 25¢ 53
CTF-730 45t 19
Total direct research and development expe 6,382 7,13(
Employee and contract-related expense 10,72 9,031
Platforr-related lab expensi 1,39¢ 4,67¢
Facility expense 2,80z 2,83:
Other expense 48¢ 523
Personnel and other expen 15,40¢ 17,06
Total research and development expe! $ 21,79 $ 24,19

Research and development expenses were $21.8mfilidhe year ended December 31, 2013, compar$@d4@® million for the year ended
December 31, 2012, a decrease of $2.4 million.ddweease was primarily due to a $2.1 million deseen CTP-499 expenses due to the
completion of a preclinical toxicology study in Augf 2012 and subjects completing the Phase 2 alitrial during the year ended
December 31, 2013, a $3.3 million decrease inqiatfrelated laboratory expenses, which was partattibutable to a $1.5 million decrease
in expenses due to the completion of a Phase italitrial in May 2012.

These decreases were partially offset by a $1.[fomincrease in employee and contractor-relatgzbasges that were primarily a result of
$0.9 million increase for employee bonuses ear$ed, million increase for severance obligations ttua former employee and $0.3 million
increase due to greater engagement of clinicaludtargs during the year ended December 31, 2018ddiition, the decreases were further
offset by a $0.7 million increase in CTP-354 exmangpon the initiation of Phase 1 clinical tril8,4 million increase in CTP-730 expense
under our collaboration with Celgene and a $0.2ignilincrease in JZB86 expense under our collaboration with Jazz Paeenticals durin
the year ended December 31, 2013.

General and administrative expenses

General and administrative expenses were $8.0omifbr the year ended December 31, 2013, compargdrteral and administrative
expenses of $7.3 million for the year ended DecerBbe2012. The increase was primarily due to 4 $dlllion increase in compensation
expense relating to employee bonuses and $0.3millicrease in professional fees primarily reldtecharket research for our product
candidates.

Interest and other expen

Interest and other expense was an expense of $llighrfor the year ended December 31, 2013, whiels comparable to an expense of $1.9
million for the year ended December 31, 2012. Esparcognized in connection with the re-measurewfehie fair value of the redeemable
convertible preferred stock warrant that we issieeldercules in connection with draws under our deabiity decreased by $0.3 million for

the year
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ended December 31, 2013 compared to the priorgheFine decrease was offset by an increase of $illikrmin interest expense associated
with $12.5 million of principal that we drew undeur debt facility with Hercules in March 2012.

LIQUIDITY AND CAPITAL RESOURCES

We have incurred cumulative losses and negativie ftaws from operations since our inception in A@006, and as of December 31, 2014,
we had an accumulated deficit of $145.3 million. 8¥icipate that we will continue to incur lossesdt least the next several years. We
expect that our research and development and dematadministrative expenses will continue to @ase and, as a result, we will need
additional capital to fund our operations, whichmay raise through a combination of equity offesindebt financings and additional
collaborations and licensing arrangements.

We have financed our operations to date primahifgugh the public offering and private placemenbwf equity, debt financing and funding
from collaborations. As of December 31, 2014 we tagh and cash equivalents and investments of $7i#i@n. Cash in excess of
immediate requirements is invested in accordantie our investment policy, primarily with a view liquidity and capital preservation.
Currently, our funds are held in U.S. governmertkiea securities and money market mutual funds stingiof U.S. government-backed
securities.

Cash flows

The following table sets forth the primary souraed uses of cash for each of the periods set featthw:

Year ended December 31

(in thousands' 2014 2013 2012
Net cash provided by (used il
Operating activitie! $(29,76() $13,01¢ $(26,42°)
Investing activities (44,457) (3,637) (2,200
Financing activitie: 77,97( (7,239 12,16¢
Net increase (decrease) in cash and cash equis $ 3,75¢ $ 2,14¢ $(15,459

Comparison of the years ended December 31, 2014,130and 2012

Operating activities.During the years ended December 31, 2014, 2012@b#8, our operating activities used cash of $2dlBon, provided
cash of $13.0 million and used cash of $26.4 mmlli@spectively. The cash provided by or used parating activities generally approxime
our net (loss) income adjusted for non-cash itemasscianges in operating assets and liabilities.CHsé provided by operating activities
during the year ended December 31, 2013 was piyraue to receipt of nonefundable upfront payments of $35.0 million andd$£lated tc
our collaborations with Celgene and Jazz Pharmmedsitrespectively, in the year ended DecembeRB13. The increase in cash used
during the year ended December 31, 2014 as compatbd years ended December 31, 2013 and 201privaarily attributable to increased
operating expenses, adjusted for non-cash itemshwere due to increased research developmenitaias well as higher general and
administrative expenses as a result of operatirggmaglic company during the year ended Decembge2@®il4.

Investing activities Net cash used in investing activities consistegduthases of investments, purchases of fixedsaaselt proceeds from t
maturity of investments. Net cash used in purchates/estments for the years ended December 314,22013 and 2012 was $89.2 million,
$29.9 million and $38.4 million, respectively. Netsh provided by maturities of investments forjtears ended December 31, 2014, 2013
and 2012 was $45.5 million, $26.7 million and $3million, respectively. Purchases of fixed assetsnd) the years ended December 31,
2014, 2013 and 2012 were $0.8 million, $0.4 millaord $0.5 million, respectively. The increase istcased in investing activities for the
year ended December 31, 2014 as compared to the
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ended December 31, 2013 and 2012 was primarilyectta the investment of our IPO proceeds. Theeeme in cash used in purchases of
fixed assets for the year ended December 31, 28térapared to the years ended December 31, 20130dr2dwas partially due to additior
management information systems and infrastructacessary to operate as a public company as willagport our product development
pipeline.

Financing activities During the years ended December 31, 2014, 2012@h2, our financing activities provided cash o8 ®7million, used
cash of $7.2 million and provided cash of $12.2iori| respectively. The cash provided by financaugvities during the year ended
December 31, 2014 was primarily due to the reaipPO proceeds (net of underwriting discounts emehmissions but prior to deducting
other transaction expenses) of $86.6 million. Gasjments of IPO related expenses totaled $1.4amilind $2.0 million during the years
ended December 31, 2014 and 2013, respectivelycipal payments under our debt facility with Heesutotaled $7.9 million, $4.9 million
and $0 during the years ended December 31, 2018 &0d 2012, respectively. Additionally, proceedsf the issuance of debt under our
debt facility with Hercules totaled $12.5 milliomrihg the year ended December 31, 2012. Proceenstfre issuance of common stock in
connection with the exercise of stock options &ite$1.0 million, $32 thousand and $0 during theyeaded December 31, 2014, 2013 and
2012, respectively.

Credit Facilities

In December 2011, we executed a Loan and Secugtgement with Hercules, which provided for up t@$2million in funding, to be
made available in two tranches. We borrowed tte fianche of $7.5 million in December 2011 andstheond tranche of $12.5 million in
March 2012. As of December 31, 2014, an aggrede#@.@ million of principal and accrued interestn@ned outstanding under the Loan
Security Agreement.

Each advance under the Loan and Security Agreebeams interest at a variable rate equal to thagre&8.5% and an amount equa
8.5% plus the prime rate of interest minus 5.258dyipled however that the per annum rate of intewst shall not exceed 11%. We were
required to pay interest only on the indebtednlessugh April 30, 2013. We are now repaying our rigning indebtedness under the Loan and
Security Agreement in 10 equal monthly paymentgrofcipal and interest of $0.7 million through O¢o 1, 2015.

The loan is collateralized by a blanket lien onodlbur corporate assets, excluding intellectuapprty, and by a negative pledge on our
intellectual property. The Loan and Security Agreatrcontains default provisions that include theuoence of a material adverse effect, as
defined therein, that would entitle the lender ¢aldre all principal, interest and other amounte@Wwy us under the Loan and Security
Agreement immediately due and payable. We do nggvsethat any events have occurred that couldorestsly be deemed to have a material
adverse effect. We do not have any financial contsnander the Loan and Security Agreement.

In connection with the December 2011 borrowing urile Loan and Security Agreement, we issued tatdes a warrant to purchase
an aggregate of 200,000 shares of Series C prdfstoek with an exercise price of $2.50 per shareonnection with the March 2012
borrowing under the Loan and Security Agreememtwhrrant we issued to Hercules automatically becexercisable for an additional
200,000 shares of Series C preferred stock. Uporptadion of our IPO in February 2014 the warrartame exercisable for an aggregate of
70,796 shares of our common stock at an exercise pf $14.13 per share and the related warrabilitiawas reclassified to additional paid-
in capital.

Operating capital requirements

We do not anticipate commercializing any of ourdurct candidates for several years. We anticipatewe will continue to generate
losses for the foreseeable future, and we expedb#ses to increase as we continue the developrfieantd seek regulatory approvals for,
product candidates, and begin to commercializeagupyoved products for which we retain commerciélirarights. We are subject to all of
the risks incident in the
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development of new drug products, and we may erteoumforeseen expenses, difficulties, complicajatelays and other unknown factors
that may adversely affect our business, as welda#ional risks stemming from the unproven natfrdeuterated drugs.

Based on our current expectations, including wefpect to our development plans, we believe owtiagi cash and cash equivalents
and investments as of December 31, 2014, will enablto fund our operating expenses, debt semideapital expenditure requirements
the second half of 2016, without giving effect tutgntial milestone payments that we may receiveeupslisting collaboration agreements.
However, we may require additional capital for theher development of our existing product cantidaand may also need to raise
additional funds sooner to pursue other developraetitities related to additional product candidate

To date, we have not generated any revenue froduptales. We do not expect to generate signifiearenue from product sales
unless and until we, or our collaborators, obtaarkating approval of and commercialize one of aurent or future product candidates.
Because our product candidates are in various s@aiggevelopment and the outcome of these effsrisicertain, we cannot estimate the
actual amounts necessary to successfully compéstelabment and commercialization of our productigdates or whether or when we will
achieve profitability. We anticipate that we wirtinue to generate losses for the foreseeablesfuamd we expect the losses to increase as
we continue the development of, and seek marketupgovals for, our product candidates, and begaotomercialize any approved products
for which we retain commercialization rights.

Until such time, if ever, as we can generate sulbisigoroduct revenues, we expect to finance osheweds through a combination of
equity offerings, debt financings and additiondlaimorations, strategic alliances and licensingmgements. Except for any obligations of
collaborators to reimburse us for research andldpueent expenses or to make milestone payments wudegreements with them, we do
not have any additional committed external souafdands. Additional capital may not be availablereasonable terms, if at all. If we are
unable to raise additional funds when needed, webeaequired to delay, limit, reduce or terminaiie product development or future
commercialization efforts or grant rights to deyeénd market product candidates that we would watiserprefer to develop and market
ourselves. If we raise additional funds throughisiselance of additional debt or equity securitiespuld result in dilution to our existing
stockholders, increased fixed payment obligationsthese securities may have rights senior to thbser common stock. We are subject to
covenants under our existing loan and securityeagesit with Hercules, and may become subject tor@ws under any future indebtedness,
that could limit our ability to take specific aati®, such as incurring additional debt, making edgixpenditures or declaring dividends, which
could adversely impact our ability to conduct ousiness. In addition, the pledge of substantidllgfeour assets with the exception of our
intellectual property as collateral, and the negafiledge with respect to our intellectual propeutyder our debt facility with Hercules limit
our ability to obtain additional debt financing.

Our expectation with respect to the period of tthmeugh which our financial resources will be ad&guo support our operations is a
forward-looking statement and involves risks andartainties, and actual results could vary as altre§a number of factors, including those
discussed in the “Risk Factors” section of this AalnReport on Form 10-K. We have based this estimatassumptions that may prove to be
wrong, and we could utilize our available capiedaurces sooner than we currently expect. If waaagxpand our operations or otherwise
capitalize on our business opportunities becauskaekesufficient capital, our business, financiahdition and results of operations could be
materially adversely affected.

Contractual obligations

In August 2014, we entered into an amendment ailéar our headquarters in Lexington, Massachygaitsuant to which we will lease
through September 30, 2018 the approximately 45s00@re feet of office and laboratory space that eeavered by the lease prior to the
amendment as well as an additional 5,000 squatefedfice space. A tenant improvement allowant&@4 million was provided by the
landlord under the amendment for general improvésadine amendment also provided for the waivehefremaining monthly
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payments due under our outstanding leasehold ingpnent loan, totaling $0.3 million as of DecemberZ114, and a reduction in the letter
of credit we delivered under the lease from $0.lfianito $0.4 million. Waiver of the leasehold ingwement loan will occur on a monthly
basis from October 1, 2014 through September 305 20d was considered to represent a lease ineeAtbcordingly, the remaining
principal balance of the leasehold improvement lasinf December 31, 2014 has been classified ampanent deferred lease incentive in
our consolidated balance sheet and will be receghiwer the remainder of the extended lease term.

The following table summarizes our contractual géddions at December 31, 2014:

Less thar More than
1to3 3to5
(in thousands’ Total 1 year years years 5 years
Long-term debt obligation@ $ 7,46 $ 7,46 $ — $ — $ —
Operating lease obligatioi? 5,84 1,54( 3,09t 1,20¢ —
Total contractual obligatior $13,30¢ $ 9,007 $3,09¢ $1,20¢ $ —

(1) Consists of payment obligations for principabanterest under our debt facility with Herculés of December 31, 2014, we had $7.2
million in outstanding borrowings under the deltifidy, bearing interest at a variable rate of theeater of 8.5% and an amount equal
to 8.5% plus the prime rate of interest minus 5.258bject to a cap of 11%. Under the terms of tfam land security agreement
governing the debt facility, we were required ty fraterest only through April 30, 2013, which frdanuary 1, 2013 to April 30, 20:
consisted of monthly payments of $0.1 million. dwihg April 30, 2013, we are required to repay tindebtedness in equal monthly
payments of $0.7 million through October 1, 201t%e Toans under the debt facility are collateralizsda lien on substantially all of o
corporate assets, excluding intellectual propewich is subject to a negative pledge under the kmad security agreement. The loan
and security agreement contains default provisibas include the occurrence of a material adverfect, as defined therein, that wo
entitle the lender to declare all principal, intsteand other amounts owed by us under the loarsandrity agreement immediately due
and payable

(2) Consists of future lease payments under theatipg lease for our office and laboratory space98tHayden Avenue, Lexington,
Massachusetts. The operating lease expires on 18bpte30, 201€

We also have obligations to make future paymentkitd parties that become due and payable ondhiexdement of certain development,
regulatory and commercial milestones, such asttredf a clinical trial, filing of an NDA, approVay the FDA or product launch. We have
not included these commitments on our balance siréntthe table above because the achievemerntiraimdy of these milestones is not fixed
and determinable. These commitments include:

» An obligation to make a payment to GSK of u$28 million if we commercialize CTB99 or if, prior to a specified date in 20
we re-license or transfer rights to our C-499 program prior to a specified date in 2C

» Obligations to make milestone payments to Fasivard not in excess of a low-single digit mukiglf the $0.8 million Fast
Forward funding amount if we commercialize CTP-864icense the development and commercializatio@ TP-354 to a third

party.

We enter into contracts in the normal course ofri@ss with contract research organizations forlprieal research studies, research supplies
and other services and products for operating magRol hese contracts generally provide for tern@inain notice, and therefore are
cancelable contracts and not included in the tabtmntractual obligations and commitments.

OFF-BALANCE SHEET ARRANGEMENTS

We did not have during the periods presented, andawnot currently have, any off-balance sheengements, as defined in the rules and
regulations of the SEC.
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ITEM 7A.  Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk related to changigarest rates. Our primary exposure to marké&tisisnterest rate sensitivity, which is
affected by changes in the general level of U.@rast rates, particularly because our investmanetsn short-term available-faale securitie
and interest on our debt facility accrues at aalde rate that references the prime rate.

We had cash and cash equivalents and investme##&9d million as of December 31, 2014 and $32lianias of December 31, 2013, in
each case primarily money market mutual funds aadlable-for-sale securities consisting of U.S. gmment-backed and agency securities.
The increase in cash and cash equivalents andtingets during the year ended December 31, 2014vimgrily the result of our receipt of
IPO proceeds of $86.6 million (net of underwritiigcount and commissions but prior to deducting@ottansaction expenses) in February
2014. Our available-for-sale securities are sulifeatterest rate risk and will fall in value if mk&t interest rates increase. Due to the short-
term duration of our investment portfolio and tbesIrisk profile of our investments, an immediatéd.6hange in interest rates would not t

a material effect on the fair market value of oartfolio.

We had outstanding borrowings under our debt tgoiith Hercules of $7.2 million as of December 2014 and $15.1 million as of
December 31, 2013. Interest is payable at a variate of the greater of 8.5% and an amount equab®so plus the prime rate of interest
minus 5.25%, provided however, that the per anmierést rate shall not exceed 11%. As a resuli®flii% maximum annual interest rate
and interest rate protection until prime excee@5%, we have limited exposure to changes in inteates on borrowings under this facility.
A hypothetical 100 basis point increase in the priate as of December 31, 2014 would have no effethe amount of our required interest
payments under the debt facility through maturityQctober 1, 2015.

We contract with suppliers of raw materials andtt manufacturers internationally. Transactioiith whese providers are predominantly
settled in U.S. dollars and, therefore, we belighat we have only minimal exposure to foreign cocseexchange risks. We do not hedge
against foreign currency risks.

Inflation generally affects us by increasing oustonf labor and clinical trial costs. We do notibed that inflation had a material effect on
business, financial condition or results of operaiduring the years ended December 31, 2014, 2042012.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Concert Pharmaceuticals, Inc.

We have audited the accompanying consolidated balsimeets of Concert Pharmaceuticals, Inc. (thep@ag) as of December 31, 2014 and
2013, and the related consolidated statementsaratipns and comprehensive loss, redeemable cdregteferred stock and stockholders’
equity (deficit), and cash flows for each of theethyears in the period ended December 31, 20JekeTtinancial statements are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these foiahstatements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. We were not engaged to perform aih afuithe Company’s internal control over finanaiaporting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesnixiag, on a test basis, evidence supporting theuents and disclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, ¢onsolidated financial position of Concert
Pharmaceuticals, Inc. at December 31, 2014 and, 20fBthe consolidated results of its operatiomkitencash flows for each of the three
years in the period ended December 31, 2014, ifocmity with U.S. generally accepted accountingpiples.

/sl Ernst & Young LLP

Boston, Massachusetts
March 2, 2015
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CONCERT PHARMACEUTICALS, INC.

CONSOLIDATED BALANCE SHEETS

December 31
2014 2013
(Amounts in thousands, excep
share and per share data

Assets
Current asset:
Cash and cash equivalel $ 13,39¢ $ 9,63¢
Investments, available for se 65,83¢ 23,03¢
Interest receivabl 262 92
Accounts receivabl 1,021 17C
Prepaid expenses and other current a: 1,20¢ 1,10¢
Total current asse 81,72( 34,04
Property and equipment, r 2,28¢ 2,47:
Restricted cas 40C 70€
Other asset 5C 2,54¢
Total asset $ 84,45 $ 39,77

Liabilities, redeemable convertible preferred stockand stockholders equity (deficit)
Current liabilities:

Accounts payabl $ 56( $ 971
Accrued expenses and other liabilit 5,00z 2,47
Deferred revenue, current porti 5,95¢ 4,321
Leasehold improvement loan, current pori — 332
Loan payable, net of discou 7,101 7,81¢
Total current liabilities 18,61¢ 15,917
Deferred revenue, net of current port 9,86¢ 15,31(
Leasehold improvement loan, net of current por — 24¢
Deferred lease incentive, net of current por 88¢ 38E
Deferred rent, net of current porti 257 20¢€
Warrant to purchase redeemable secur — 463
Loan payable, net of current portion and discc — 7,101
Total liabilities 29,62¢ 39,63:

Commitments
Redeemable convertible preferred stock; $0.00akae per share; 0 and 62,916,667 shares (SeriBs
C, D) authorized, 0 and 56,047,067 shares issug@duatstanding in 2014 and 2013, respecti — 112,24
Stockholder equity (deficit):
Preferred stock, $0.001 par value per share; 9)000hares authorized, no shares issued and
outstanding in 201 — —
Common stock, $0.001 par value per share; 100,00(0d 83,716,667 shares authori:

18,234,068 and 1,298,300 shares issued and outsand2014 and 2013, respective 18 1
Additional paic-in capital 200,15 1,52¢
Accumulated other comprehensive inca (14) 4
Accumulated defici (145,33 (113,63)

Total stockholder’ equity (deficit) 54,82t (112,109
Total liabilities, redeemable convertible preferstdck and stockholde equity (deficit) $ 84,45 $ 39,77

See accompanying notes.
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CONCERT PHARMACEUTICALS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE LOSS

Revenue
License and research and development rev
Milestone revenu
Total revenue
Operating expense
Research and developm
General and administrati\

Total operating expens
Loss from operation
Investment incom
Interest and other expen
Net loss
Other comprehensive los
Unrealized loss on investmer
Comprehensive los
Reconciliation of net loss to net loss applicableammon stockholder
Net loss
Accretion on redeemable convertible preferred s

Net loss applicable to common stockhol—basic and dilute
Net loss per share applicable to common stockhe—basic and dilute:

Weighted-average number of common shares used Insgeper share applicable to common
stockholder—basic and dilute

See accompanying notes.
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Year ended
December 31

2014

2013

2012

(Amounts in thousands, except pe

share data)

$ 6,576  $23,40¢  $11,34¢
2,00( 2,00( 1,50(
8,57¢ 25,40¢ 12,84¢
27,47 21,79( 24,19:
11,70( 8,02¢ 7,26¢
39,17« 29,81¢ 31,45¢
(30,599 (4,410 (18,610
49 21 22
(1,150 (1,667 (1,856)
$(31,699 $(6,056  $(20,44)
(18 — ®
$(31,71)  $(6,056  $(20,449
$(31,699  $(6,056  $(20,449)
(55) (396) (38¢)
$(31,759) $(6,452)  $(20,83)
$ (200 $ (4.99 $ (16.15
15,84: 1,292 1,29(
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CONCERT PHARMACEUTICALS, INC.

CONSOLIDATED STATEMENTS OF REDEEMABLE CONVERTIBLE P REFERRED STOCK AND STOCKHOLDERS’ EQUITY

(DEFICIT)

Balance at December 31, 2C
Accretion of redeemable convertit
preferred stock to redemption val
Unrealized gain on sh«term investment
Stoclk-based compensation expel
Net loss
Balance at December 31, 2C
Accretion of redeemable convertit
preferred stock to redemption val
Exercise of stock optior
Stocl-based compensation expel
Net loss
Balance at December 31, 2C
Accretion of redeemable convertible
preferred stock to redemption val
Proceeds from IPO, net of underwriting
discounts and offering expens
Conversion of preferred stock ir
common stocl
Reclassification of warrai
Exercise of stock optior
Unrealized gain (loss) on sh-term
investment:
Stocl-based compensation expel
Net loss

Balance at December 31, 2C

See accompanying notes.

Redeemable
convertible Accumulated Total
preferred stock Common Stock Additional other stockholders’
Carrying comprehensivi  Accumulatec
paid-in equity
Shares value Shares Amount capital income deficit (deficit)
(in thousands, except share date
56,047,06 $ 111,46( 1,290,230 $ 1 % 40¢ $ 9 % (87,13) $ (86,719
38¢ — — (38¢) — — (38¢)
= = = = — ®) — ©)
— — — — 86¢ — — 86¢
— — — — — — (20,442 (20,442
56,047,06 $111,84¢ 1,290,230 $ 1 3 88 $ 4 $ (10758) $ (106,68)
— 39€ — — (39€) — — (39€)
— — 8,062 — 32 — — 32
— — — — 1,00¢ — — 1,00
— — — — — — (6,056 (6,05€)
56,047,06 $ 112,24 1,298,300 $ 1 $ 152 $ 4 $ (11363) $ (112,109
— 55 — — (55) — — (55)
— — 6,649,69! 7 83,11: — — 83,11¢
(56,047,06) (112,299 9,919,82 10 112,28¢ — — 112,29¢
— — — — 581 — — 581
— — 366,25 — 1,00¢ — — 1,00¢
— — — — — (18 — (18
— — — — 1,69¢ — — 1,69¢
— — — — — — (31,699 (31,699
— 3 — 18,234,06 $ 18 $ 200,15  $ (14 $ (14533) $ 54,82t
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CONCERT PHARMACEUTICALS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities

Net loss

Adjustments to reconcile net loss to net cash (irgegrovided by operating activitie
Depreciation and amortizatic
Stocl-based compensation expel
Accretion of premiums and discounts on investm
Amortization of discount on loan payat
Amortization of deferred financing cos
Re-measurement of warrant to purchase redeemableittes
Amortization of deferred lease incenti

Changes in operating assets and liabilit
Accounts receivabl
Interest receivabl
Prepaid expenses and other current a:
Restricted cas
Other asset
Accounts payabl
Accrued expenses and other liabilit
Landlord lease incentiv
Deferred ren
Deferred revenu

Net cash (used in) provided by operating activi

Investing activities

Purchases of property and equiprr
Purchases of investmer

Maturities of investment

Net cash used in investing activiti

Financing activities

Proceeds from issuance of loan payable, net oams=icost
Principal payments on loan paya

Repayment of leasehold improvement

Proceeds from initial public offering, net of unaeiting discounts and commissio
Proceeds from issuance of common si

Payment of initial public offering cos

Net cash provided by (used in) financing activi

Net increase (decrease) in cash and cash equis

Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental cash flow informatic

Cash paid for intere:

Property and equipment included in accrued expemsé®ther liabilitie:
Initial public offering costs incurred but unpaidperiod enc

See accompanying notes.
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Year ended
December 31
2014 2013 2012
(in thousands)
$(31,699) $ (6,05¢) $(20,444)
1,052 1,34¢ 1,452
1,69: 1,00: 86¢&
83:¢ 30z 36&
98 97 96
38 38 39
117 4 291
(367) (51¢ (513
(857) (157) 487
(270 1C 26
(137) 32 (3649)
30¢ — —
82 6¢ 5
(32 15¢ (7649
2,86: (15) 43z
35( — —
(12€) (187) (131
(3,810 16,88 (8,272
(29,760 13,01¢ (26,42
(804 (369) (46€)
(89,18¢) (29,929 (38,399
45,54( 26,65¢ 37,66¢
(44,45)) (3,637) (1,200
— — 12,50¢(
(7,916 (4,909 —
(26€) (332 (332
86,57¢ — —
1,00¢ 32 —
(1,436 (2,024 —
77,97( (7,233 12,16¢
3,75¢ 2,14¢ (15,459
9,63¢ 7,49( 22,94¢
$ 13,39¢ $ 9,63¢ $ 7,49(
$ 99z $ 1,601 $ 1,33¢
$ 6C $ — $ —
$ — $  47% $ —
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1. Nature of Business

Concert Pharmaceuticals, Inc., or Concert or thea@my, was incorporated on April 12, 2006 as a Wata corporation with operations
based in Lexington, Massachusetts. The Companglisiaal stage biopharmaceutical company thatiappts extensive knowledge of
deuterium chemistry to discover and develop norellsmolecule drugs. The Company’s approach steittsapproved drugs, advanced
clinical candidates or previously studied compouthds the Company believes can be improved withedaum substitution to provide better
pharmacokinetic or metabolic properties, enhanclimgcal safety, tolerability or efficacy. The Comupy believes this approach may enable
drug discovery and clinical development that is engfficient and less expensive than conventionallsmolecule drug research and
development. The Company’s pipeline includes fiMeical-stage candidates and a number of preclimompounds that it is actively
assessing.

In the first quarter of 2014, the Company closedrittial public offering, or IPO, in which the Cqany sold 6,649,690 shares of common
stock, including shares sold under the underwtitarsr-allotment option, at a price to the publfcd4.00 per share. The Company’s net
proceeds from the IPO were $83.1 million after detithg underwriting discounts and commissions aridrivfg expenses. In preparation for
the IPO, the Company’s Board of Directors and dtotdkers approved a one-for-5.65 reverse stock spitie Company’s common stock that
was effected on January 29, 2014. All share andip@re amounts in the consolidated financial statesnand notes thereto have been
retroactively adjusted, where necessary, to gifecefo this reverse stock split. In conjunctiotwthe IPO, all outstanding shares of the
Company’s preferred stock automatically converted 9,919,821 shares of common stock and the olistg warrant to purchase 400,000
shares of Series C redeemable convertible prefstotk converted into a warrant to purchase 70sf@6es of common stock at an exercise
price of $14.13 per share. As of December 31, 20tete were 18,234,068 shares of common stockamdistg. The significant increase in
shares of common stock outstanding in the firsttiguaf 2014 is expected to impact the year-ovaryemparability of the Company’s net
earnings (loss) per share calculations until tret §uarter of 2015.

The Company had cash and cash equivalents andnimeets of $79.2 million at December 31, 2014. TlenBany believes that its existing
cash and cash equivalents and investments willffigient to allow the Company to fund its curr@pterating plan for at least the next 12
months. Management expects the Company to continuneur losses for the foreseeable future. The @yg's ability to achieve
profitability in the future is dependent upon thiesessful development, approval, and commercigzaif its product candidates and
achieving a level of revenues adequate to supper€ompany’s cost structure. The Company may restdeve profitability, and unless and
until it does, the Company will continue to needaise additional capital. Management intends talffiuture operations through additional
private or public debt or equity offerings, and ns@gk additional capital through arrangements eotlaborators or from other sources. Tt
can be no assurances, however, that additionairfgmll be available on terms acceptable to then@any, or at all.

Unless otherwise indicated, all amounts are inghods except share and per share amounts.

2. Basis of Presentation and Significant Accountin§olicies

The consolidated financial statements have begraped in accordance with accounting principles galyeaccepted in the United States of
America, or GAAP. Management has determined ttaQtbmpany operates in one segment: the develophghirmaceutical products on
its own behalf or in collaboration with others. Alaterial long-lived assets of the Company regidfié United States.

The accompanying consolidated financial statemientade the accounts of Concert Pharmaceuticats,dnd its wholly owned subsidiary,
Concert Pharmaceuticals Securities Corporationchvis a Massachusetts subsidiary created to bliygraehold securities. All intercompany
transactions and balances have been eliminated.
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The Company considers events or transactions ttair @fter the balance sheet date but before tlaadial statements are issued to provide
additional evidence relative to certain estimate® adentify matters that require additional disire.

Cash, Cash Equivalents and Investments

Cash equivalents include all highly liquid investriteematuring within 90 days from the date of pusghdnvestments consist of securities
with original maturities greater than 90 days wpenchased. The Company classifies these investragragailable-for-sale and records them
at fair value in the accompanying consolidated tadesheets. Unrealized gains or losses are inclndsctumulated other comprehensive
income. Premiums or discounts from par value arerared to investment income over the life of tmelerlying investment.

Cash, cash equivalents and investments includefbliogving at December 31, 2014 and 2013 (in thodsx:

Amortized Unrealized Unrealized

Average Fair

maturity cost gains losses value
December 31, 201.
Cash $ 1,49: $ — $ — $ 1,49:
Money market fund 11,90¢ — — 11,90¢
Cash and cash equivale! $ 13,39¢ $ — $ — $13,39¢
U.S. Treasury obligatior 171 day $ 12,037 $ 2 $ — $12,03¢
Government agency securiti 194 day 53,81 3 (15) 53,80:
Investments $ 65,85( $ 1 $ (15 $65,83¢

Amortized Unrealized Unrealized

Average Fair

maturity cost gains losses value
December 31, 201.
Cash $ 2,18¢ $ — $ — $ 2,18¢
Money market fund 7,45( — — 7,45(
Cash and cash equivale! $ 9,63¢ $ — $ — $ 9,63¢
U.S. Treasury obligatior 301 day $ 50C $ — $ — $ 50C
Government agency securiti 324 day 22,53t 4 — 22,53¢
Investments $ 23,03t $ 4 $ — $23,03¢

Although available to be sold to meet operatingdses otherwise, securities are generally heldudjinomaturity. The cost of securities sold is
determined based on the specific identificationhoétfor purposes of recording realized gains asdds. During 2014 and 2013, there were
no realized gains or losses on sales of investmantsno investments were adjusted for other thamporary declines in fair value.

Fair Value of Financial Measurements

The Company measures certain financial assetsaitities at fair value on a recurring basis (pipally cash equivalents, investments and
the preferred stock warrant liability) that havebelassified as Level 1, 2 or 3 within the failuehierarchy as described below. Fair values
determined by Level 1 inputs utilize quoted prif@sadjusted) in active markets for identical aseetfabilities that the Company has the
ability to access. Fair values determined by L&viglputs utilize data points that are observahlehsas quoted prices, interest rates
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and yield curves. Fair values determined by Leviep8its utilize unobservable data points for theetisr liability. The Company’s
investments in money market funds, U.S. treasuligations and government agency securities hava bessified as Level 1 because their
fair values are based on quoted market pricespréferred stock warrant liability was classifiedL&vel 3 because certain inputs to the
valuation of the warrant are based on unobseniaplgs.

As of December 31, 2014 and December 31, 2013 tlmepany’s financial assets and liabilities recogdiat fair value consisted of the
following:

Level 1 Level 2 Level 3 Total
December 31, 201.
Money market funds, included in cash equivals $11,90- $— $— $11,90¢
Investments, available for sa
U.S. Treasury obligatior 12,03t — — 12,03t
Government agency securiti 53,80: — — 53,80:
Total $77, 74 $— $— $77,74
Level 1 Level 2 Level 2 Total
December 31, 201
Assets:;
Money market funds, included in cash equival $ 7,45( $— $— $ 7,45(
Investments, available for sa
U.S. Treasury obligatior 50C — — 50C
Government agency securiti 22,53¢ — — 22,53¢
Total $30,48¢ $— $ — $30,48¢
Liabilities:
Warrant to purchase redeemable secur $ — $— $ 468 $ 46:

The fair value of the preferred stock warrant lidpivas determined based on Level 3 inputs utiligihe Black-Scholes-Merton option
pricing model. On February 19, 2014, upon compietibthe IPO, the Company’s outstanding warramuchase preferred stock converted
into a warrant to purchase common stock and thepaomreclassified the fair value of the warranvBBebruary 19, 2014 to additional paid-
in capital. The assumptions used to value the waere more fully described in Note 12.

The carrying amount of financial instruments notiea at fair value, including the loan payable #&msehold improvement loan, approxin
fair value. The carrying value of the Compaigan payable and leasehold improvement loan appated fair value because the interest
yields for the loans approximate current markeldgeThe disclosed fair values of the Com(’s loan payable and leasehold improvement
loan are Level 3 liabilities within the fair valtserarchy.

Concentrations of Credit Risk

Financial instruments that potentially subject @@npany to concentration of credit risk consish@ipally of money market funds and
investments and accounts receivable. The Compapdtaexperienced any credit losses in these atsamd does not believe it is exposed
to any significant credit risk on these funds. Tampany has no foreign exchange contracts, optiatracts or other foreign exchange
hedging arrangements.
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At December 31, 2014 and 2013, substantially alhefCompany’s cash was deposited in accountscehighly rated financial institutions,
thus limiting the amount of credit exposure to ang financial institution. These amounts at timeyy mxceed federally insured limits.

Accounts receivable represent amounts due fromaloothtion partners. The Company monitors econoomditions to identify facts or
circumstances that may indicate that any of it®ants receivable are at risk of collection.

Property and Equipment

Property and equipment are recognized at cost epcediated over their estimated useful lives utliegstraight-line method. Repair and
maintenance costs are expensed as incurred, whaggasimprovements are capitalized as additionmogerty and equipment. Potential
impairment is assessed when there is evidenceveats or circumstances indicate that the carrgingunt of an asset may not be recovered.
No such impairment losses have been recorded thrbegember 31, 201

Rent Expense

The Company’s operating lease for its Lexingtonsbéehusetts facility provides for scheduled anreralincreases throughout the lease
term. The Company recognizes the effects of thedudled rent increases on a straight-line basis tinefull term of the lease, which expires
in 2018. Additionally, the Company has receivedaiarlease incentives in connection with the Lekimg Massachusetts facility lease, which
are recognized as a reduction to rent expensetbgegemaining lease term. Refer to Note 9 for énlolil details regarding the Company’s
operating lease.

Contingencies

The Company records liabilities for legal and otb@ntingencies when information available to thenPany indicates that it is probable th
liability has been incurred and the amount of loems be reasonably estimated. Legal costs in coienesith legal and other contingencies are
expensed as costs are incurred.

Revenue Recognition

The Company has primarily generated revenue thramgingements with collaborators and nonprofit nizgtions for the development and
commercialization of product candidates.

The Company recognizes revenue in accordance wiinEial Accounting Standards Board (FASB) Accougitstandards Codification
(ASC) Topic 605Revenue RecognitiddSC 605). Accordingly, revenue is recognized whérof the following criteria are met:

. Persuasive evidence of an arrangement e:
. Delivery has occurred or services have been redd
. The selle’s price to the buyer is fixed or determinable;

. Collectability is reasonably assure

Amounts received prior to satisfying the revenwmgnition criteria are recognized as deferred ragen the Companyg’consolidated balan
sheets. Amounts expected to be recognized as reweithin the 12 months

103



Table of Contents

CONCERT PHARMACEUTICALS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)

following the balance sheet date are classifiededisrred revenue, current portion. Amounts not etgukto be recognized as revenue within
the 12 months following the balance sheet datelassified as deferred revenue, net of curreniqrart

The Company’s revenue is currently generated thraadlaborative research and development and lingregreements. The terms of these
agreements typically contain multiple elementgjaliverables, which may include licenses, or oitmobtain licenses, to product
candidates, referred to as exclusive licenses gisaw research and development activities to b@meed by the Company on behalf of the
collaboration partner related to the licensed pebdandidates. The terms of these agreements rmlydapayments to the Company of on
more of the following: a nonrefundable, upfront peant; milestone payments; payment of license eseri option fees with respect to
product candidates; fees for research and develoipseevices rendered; and royalties on commeralaksf licensed product candidates, if
any. To date, the Company has received upfront paysnseveral milestone payments and certain ids@ad development service payme
but has not received any license exercise or ofies or earned royalty revenue as a result ofymtoshles.

When evaluating multiple element arrangementsCihimpany considers whether the deliverables und@eattangement represent separate
units of accounting. This evaluation requires scifjje determinations and requires management te@qualgments about the individual
deliverables and whether such deliverables arerableafrom the other aspects of the contractuatiiship. In determining the units of
accounting, management evaluates certain critedhyding whether the deliverables have standal@hee, based on the consideration of the
relevant facts and circumstances for each arrangerfike consideration received is allocated ambegeparate units of accounting using
relative selling price method, and the applicableenue recognition criteria are applied to eacthefseparate units.

The Company determines the estimated selling foicdeliverables within each agreement using versg@cific objective evidence, or
VSOE, of selling price, if available, third-partyidence, or TPE, of selling price if VSOE is not#able, or best estimate of selling price, or
BESP, if neither VSOE nor TPE is available. Deterimg the BESP for a deliverable requires signiftgadgment. The Company has used its
BESP to estimate the selling price for licensethéoCompany’s proprietary technology, since the gamy does not have VSOE or TPE of
selling price for these deliverables. In thoseuwinstances where the Company utilizes BESP to datertine estimated selling price of a
license to the Company'’s proprietary technologg, @mpany considers market conditions as well &yepecific factors, including those
factors contemplated in negotiating the agreenestimated development costs, and the probabilisuo€ess and the time needed to
commercialize a product candidate pursuant toitease. In validating the Company’s BESP, the Cowgmvaluates whether changes in the
key assumptions used to determine the BESP wik laasignificant effect on the allocation of arramgat consideration between multiple
deliverables.

The Company’s multiple-element revenue arrangentaatsinclude the following:

Exclusive License. The deliverables under the Company’s collabonagigreements generally include exclusive licenseketvelop,
manufacture and commercialize one or more deutt@mpounds. To account for this element of thareyement, management evaluates
whether the exclusive license has standalone Yeduethe undelivered elements based on the coratidarof the relevant facts and
circumstances of each arrangement, including theareh and development capabilities of the colktimr partner. The Company may
recognize the arrangement consideration allocatéidenses upon delivery of the license if factd aimcumstances indicate that the license
has standalone value from the undelivered elemesish generally include research and developmemnices. The Company defers
arrangement consideration allocated to licenstesié and circumstances indicate that the delivécedse does not have standalone value
from the undelivered elements.
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When management believes the license does notdtand-alone value from the other deliverables tprogided in the arrangement, the
Company generally recognizes revenue attributedetdicense on a straight-line basis over the Cawsacontractual or estimated
performance period, which is typically the terntted Company’s research and development obligatibns&anagement cannot reasonably
estimate when the Company’s performance obligatitds, then revenue is deferred until managementeemonably estimate when the
performance obligation ends. The periods over whisienue should be recognized are subject to estiniy management and may change
over the course of the research and developmeritcams$ing agreement. Such a change could haveerialampact on the amount of
revenue the Company records in future periods.

Research and Development Servi. The deliverables under the Company’s collabonagiod license agreements may include deliverables
related to research and development services pefiermed by the Company on behalf of the collatiangpartner.

Payments or reimbursements resulting from the Coyipaesearch and development efforts are recograzgehe services are performed and
presented on a gross basis because the Compdneypsiticipal for such efforts, so long as therpassuasive evidence of an arrangement, the
fee is fixed or determinable, and collection of tkated amount is reasonably assured.

Option AgreementsThe Company’s arrangements may provide a col&bowvith the right to select a deuterated compdondicensing
within an initial pre-defined selection period. Wmdhese agreements, a fee would be due to the &omypon the exercise of an option to
acquire a license. The accounting for option areamegnts is dependent on the nature of the optiamntepido the collaboration partner. An
option is considered substantive if, at the inaeptf the arrangement, the Company is at risk aghtether the collaboration partner will
choose to exercise the option to secure exclugieases. Factors that the Company considers inatiad) whether an option is substantive
include the overall objective of the arrangemdm, hienefit the collaborator might obtain from theagement without exercising the option,
the cost to exercise the option relative to thaltepfront consideration and the additional finahcommitments or economic penalties
imposed on the collaborator as a result of exergittie option. For arrangements under which arooft secure a license is considered
substantive, the Company does not consider thedeeanderlying the option to be a deliverable atitiception of the arrangement. For
arrangements under which the option to secureeadie is not considered substantive, the Comparsides the license underlying the opi
to be a deliverable at the inception of the arramg@ and, upon delivery of the license, would appé/multipleelement revenue arrangem
criteria to the license and any other deliverabdedetermine the appropriate revenue recognitiosigaificant and incremental discount
included in an otherwise substantive option is @ered to be a separate deliverable at the inaepftithe arrangement.

Milestone Revent. The Company'’s collaboration agreements geneiratlyde contingent milestone payments related &zisied
development milestones, regulatory milestones atebshased milestones. Development milestoneypieatly payable when a product
candidate initiates or advances in clinical trishpes or achieves defined clinical events suchaad-pf-concept. Regulatory milestones are
typically payable upon submission for marketingrappl with regulatory authorities or upon receiptiotual marketing approvals for

a compound, approvals for additional indicatiormymcommercial launch or upon the first commersidé. Sales-based milestones are
typically payable when annual sales reach spediéeels.

At the inception of each arrangement that includédsstone payments, the Company evaluates whe#uoér milestone is substantive and at
risk to both parties on the basis of the contingettire of the milestone. This evaluation includesssessment of whether (a) the
consideration is commensurate with either (i) thitys performance to achieve the milestone grtie enhancement of the value of the
delivered item(s) as a result of a
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specific outcome resulting from the entity’s penfiance to achieve the milestone; (b) the consideraiilates solely to past performance; and
(c) the consideration is reasonable relative tofalhe deliverables and payment terms within tliaryjement. The Company evaluates factors
such as the scientific, regulatory, commercial aifér risks that must be overcome to achieve thgeaive milestone, the level of effort and
investment required to achieve the respective mtoilesand whether the milestone consideration soresble relative to all deliverables and
payment terms in the arrangement in making thisssseent. Milestones that are not considered subhstare accounted for as license
payments and recognized on a straight-line bags the remaining period of performance.

Research and Development Costs

Research and development costs are expensed a®adhcu

Research and development expenses are comprisedtefincurred in providing research and develograetivities, including salaries and
benefits, facilities costs, overhead costs, cohtesearch and development services, and othedeutssts. Nonrefundable advance paym
for goods and services that will be used in futesearch and development activities are expensed tie activity has been performed or
when the goods have been received rather than thlegrayment is made.

Direct research and development expenses assouwidtethe Company’s programs include clinical tséke costs, clinical manufacturing
costs, costs incurred for consultants and othesideiservices, such as data management and stdtéstalysis support, and materials and
supplies used in support of the clinical prograimdirect costs of the Company’s clinical prograrolimle salaries, stock based compensation,
and an allocation of the Company’s facility co$then third-party service providers’ billing terms dot coincide with the Company’s
period-end, the Company is required to make estisnat its obligations to those third parties, inlihg clinical trial and pharmaceutical
development costs, contractual services costs astd for supply of its drug candidates, incurred miven accounting period and record
accruals at the end of the period. The Companyshitsestimates on its knowledge of the researdhdanelopment programs, services
performed for the period, past history for reladetivities and the expected duration of the thiatdtp service contract, where applicable.

Accounting for Stock-Based Compensation

The Company issues stock options to certain empmyafficers and directors. The Company accoumtstézk compensation using the fair
value method, which results in the recognition@hpensation expense over the vesting period cwards. See Note 7 for additional
information.

Prior to the Company’s IPO, the estimated fair gadflits common stock was determined by the Comgabnard of directors based on
contemporaneous and retrospective valuation estsnabvided by management and prepared in accardaitit the framework of the
American Institute of Certified Public Accountant®chnical Practice Aidyaluation of Privately-Held-Company Equity Secestissued as
Compensation as well as independent third-party valuatione Toempany’s valuations of its common stock werebams a number of
objective and subjective factors, including extémarket conditions affecting the biotechnologyustty sector and the prices at which it <
shares of preferred stock, the superior rightspeterences of securities senior to its commorksabthe time of each grant and the
likelihood of achieving a liquidity event such asl&O. Following the Company’s IPO, the fair vabhfdhe shares of common stock
underlying stock options has been the closing pritéhe option grant date.
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Income Taxes

The Company provides deferred tax assets anditiabifor the expected future tax consequencesropbrary differences between the
Company’s financial statement carrying amountstardax basis of assets and liabilities using ethtzx rates expected to be in effect in the
years in which the differences are expected torseveéd valuation allowance is provided to reduedeferred tax assets to the amount

will more likely than not be realized.

The Company evaluates tax positions taken, or éggdo be taken, in the course of preparing itsédxrns to determine whether the tax
positions are “more likely than not” of being suséal by the applicable tax authority. Tax positions deemed to meet the more-likely-than-
not threshold would be recognized as a tax expense.

Guarantees

As permitted under Delaware law, the Company indéemits officers and directors for certain eveotsoccurrences while the officer or
director is, or was, serving at the Company’s retjiresuch capacity. The term of the indemnificatig for the officer’s or director’s lifetime.
The maximum potential amount of future paymentsGbepany could be required to make is unlimitedyéner, the Company has directors’
and officers’ insurance coverage that limits itp@sure and enables it to recover a portion of atyé amounts paid.

The Company leases office space under a non-cdmeaperating lease which is further described eNd, Commitments. The Company
has a standard indemnification arrangement unéeletise that requires it to indemnify the landlagdinst all costs, expenses, fines, suits,
claims, demands, liabilities, and actions directlsulting from any breach, violation, or non-penfi@nce of any covenant or condition of the
Company’s lease.

As of December 31, 2014 and 2013, the Company badxperienced any material losses related to timelennification obligations, and no
material claims with respect thereto were outstagndihe Company does not expect significant clamteted to these indemnification
obligations and, consequently, concluded thatairevilue of these obligations is negligible, amdrelated reserves were established.

Comprehensive Loss

Comprehensive loss is comprised of net loss anel @dmprehensive income or loss. Other comprehernsoome or loss consists of
unrealized gains and losses on investments.

Earnings (Loss) Per Share

Basic earnings (loss) per share is computed bylidigiincome (loss) allocable to common stockholdessnputed as the sum of net income
(loss) and accretion on the Compansedeemable convertible preferred stock, by thghted average number of common shares outstal
During periods of income where participating setiegiare outstanding, participating securitiesadliccated a proportional share of income
determined by dividing total weighted-average pgrtiting securities by the sum of the total weigkd@erage common shares and
participating securities (the “two-class methodPjior to its automatic conversion into common stapkn the closing of the IPO, the
Company'’s redeemable convertible preferred stock evditled to participate in any dividends decldsgdhe Company and was therefore
considered to constitute participating securitigticipating securities have the effect of dilgtoth basic and diluted earnings per share
during periods of income. During periods of loss |oss is allocated to participating securitiexsithey have no contractual obligation to
share in the losses of the Company. Diluted easnflugs) per share is computed after giving comata to the dilutive effect of stock
options and a warrant that are outstanding dutiegoeriods, except where such securities woulchbeddutive.
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In the first quarter of 2014, the Company issued@ditional 6,649,690 shares of common stock imeotion with its IPO and 9,919,821
shares of common stock in connection with the aatantonversion of its redeemable convertible prefiestock upon the closing of the IF
The issuance of these shares resulted in a signtfincrease in the Company’s weighted-averagesshafrcommon stock outstanding for the
year ended December 31, 2014 when compared taitireypar periods and is expected to continue foeich the ye«~overyear comparabilit
of the Company’s earnings (loss) per share calomstuntil the first quarter of 2015.

The following common stock equivalents were exctlftem the calculation of diluted net loss per shiar the periods indicated because
including them would have had an anti-dilutive etfén thousands):

Year ended
December 31
2014 2013 2012
Preferred stock — 9,92( 9,92(
Warrant 71 71 71
Outstanding stock optior 2,68¢ 1,95: 1,96(

2,76( 11,94« 11,95

Recent Accounting Pronouncements

In May 2014, the FASB issued Accounting Standargddte, or ASU, No. 2014-0Revenue from Contracts with Customers (Topic 6086)
ASU 2014-09, which stipulates that an entity shaeltbgnize revenue to depict the transfer of prethgoods or services to customers in an
amount that reflects the consideration to whichahtity expects to be entitled in exchange for ¢hgsods or services. To achieve this core
principle, ASU 2014-09 provides that an entity ddapply the following steps: (1) identify the coatt(s) with a customer, (2) identify the
performance obligations in the contract, (3) deteenthe transaction price, (4) allocate the tratisagrice to the performance obligations in
the contract and (5) recognize revenue when (othasgntity satisfies a performance obligation sTipdate will be effective for the Company
retrospectively beginning in the first quarter isthl 2017 with early adoption not permitted. Trar@any is currently assessing the impai
this ASU on its consolidated financial statements.

In August 2014, the FASB issued ASU No. 2014Diclosure of Uncertainties About an Entity’s Atyilio Continue as a Going Conceror
ASU 2014-15 ASU 2014-15 amends FASB Accounting &ads Codification, or ASC, 205-40, Presentatiofiofncial Statements — Going
Concern, by providing guidance on determining wled how reporting entities must disclose going-eomaincertainties in their financial
statements, including requiring management to periaterim and annual assessments of an entitylgyafo continue as a going concern
within one year of the date of issuance of thetgstfinancial statements and providing certaircttisures if there is substantial doubt about
the entity’s ability to continue as a going concekBU 2014-15 will be effective for the Companyiscal year 2016 and for interim periods
beginning in the first quarter of fiscal 2017. TBempany is still evaluating the impact of this ABWJits financial statement disclosures.

3. Restricted Cash

At December 31, 2014 and 2013, $0.4 million and $0illion, respectively, of the Company’s cashastricted by a bank as collateral for a
stand-by letter of credit issued by the Companiysttandlord in connection with the lease of the@anys Lexington, Massachusetts facil
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4. Property and Equipment

Property and equipment consists of the followinatember 31, 2014 and 2013 (in thousands):

December 31 December 31
Estimated useful life
(in years) 2014 2013
Laboratory equipment 5 $ 1,54 $ 2,06:
Computer, telephone and office equipm 3 17t 14z
Software 3 88 66
Leasehold improvements
Lesser of useful lif
or remaining lease tel 6,392 5,84¢
8,19¢ 8,11¢
Less accumulated depreciation and amortize (5,915 (5,646
$ 2,28¢ $ 2,47

Depreciation and amortization expense was chamegérations in the amounts of $1.1 million, $1i8iom and $1.5 million for the years
ended December 31, 2014, 2013 and 2012, respsactivel

5. Accrued Expenses and Other Liabilities

Accrued expenses and other liabilities consisheffollowing (in thousands):

December 31 December 31
2014 2013
Accrued professional fees and other $ 91€ $ 56¢
Employee compensation and bene 1,60¢ 29C
Research and development exper 2,104 86(
Deferred lease incentive, current port 30¢ 513
Deferred rent, current portic 68 243
$ 5,00¢ $ 247t

6. Redeemable Convertible Preferred Stock

From time to time prior to the CompasyiPO, the Company issued Series A, Series B, S€rignd Series D redeemable convertible pref
stock, or collectively, the Convertible Preferradck. The Company classified the Convertible PrefitStock outside of stockholders’ equity
(deficit) because the shares contained contingat@mption features that were not solely within@®oenpanys control. In connection with tl
closing of the Company’s IPO on February 19, 2@l4of the outstanding Convertible Preferred Stogkverted into 9,919,821 shares of
common stock.

Subsequent to the closing of the Company’s IPOCih@mpany is authorized to issue up to 5,000,006eshaf preferred stock in one or more
series and to fix the powers, designations, prafere and relative participating, option or othghts thereof, including dividend rights,
conversion rights, voting rights, redemption tertitgjidation preferences and the number of shamastduting any series, without any furtl
vote or action by the Company’s stockholders. ABe€ember 31, 2014, the Company had no sharefefrped stock issued or outstanding.
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Convertible Preferred Stock consisted of the follgpas of December 31, 2013 (in thousands):

Preferred Redemptior Common

shares stock
Preferred issued value / issuable

shares and liquidation Carrying upon
authorized outstanding preference value conversior
Series A 10,00( 10,00( $ 10,00( $ 9,99: 1,77(C
Series B 24,25( 24,25( 48,50( 48,48¢ 4,29:
Series C 22,00( 15,13( 37,82¢ 37,80¢ 2,67¢
Series C 6,66 6,66 16,66 15,95« 1,18(
62,91, 56,04’ $ 112,99: $112,24- 9,92(

7. Stock Compensation
Stock incentive plan

The Company previously sponsored an Amended anfed2006 Stock Option and Grant Plan, or the ZI&6, which provided for the
issuance of a total of 2,212,389 shares of comrtmksn the form of incentive stock options, nomistary stock options, awards of stock and
direct stock purchase opportunities to directofficers, employees and consultants of the Company.

In January 2014, in preparation for the Company®,Ithe 2006 Plan was replaced by the Company’4 3@dck Incentive Plan, or the 2014
Plan. The 2014 Plan became effective in Februatyl20

The 2014 Plan provides for the grant of incentieels options, nonstatutory stock options, restdatock awards, restricted stock units, st
appreciation rights and other stock-based awarpgenlhe closing of the Company’s IPO on February2044, 2,249,911 shares of common
stock were reserved for issuance under the 201% Pkee number of shares reserved under the 20hissaibject to further increase by the
number of shares of common stock subject to oudgtgrawards under the 2006 Plan that expire, teataior are otherwise surrendered,
cancelled, forfeited or repurchased. In additibe,2014 Plan includes an “evergreen provision” #tlatvs for an annual increase in the
number of shares of common stock available forassa under the 2014 Plan. The annual increaséevididded on the first day of each year
beginning in 2015 and each subsequent anniversily2024, equal to the lowest of 2,000,000 shafesommon stock, 4.0% of the number
of shares of common stock outstanding on Januafyeich such fiscal year and an amount determigpetebboard of directors. Effective
January 1, 2015, 729,363 shares were added t@fi¥eRlan for future issuance pursuant to this eeergprovision.

The following table is a roll-forward of shares éahle for future grant under the 2014 Plan:

Shares
Available for
Grant
Shares reserved for future grant at February 184 20 2,249,911
Add: stock options and restricted stock awardseitetl or expired under pla 68,18¢
Less: stock options and awards granted from Feprl@r2014 to December 31,
2014 (1,182,14)
Shares reserved for future grant at December 34 1,135,95.
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Stock Options

The weighted-average fair value of options grawt@dhg the years ended December 31, 2014, 2012@h2 based on fair values estimated
as of the applicable grant dates using the Bladiegs-Merton option pricing model, was $6.69, $¥3and $6.53 per option share,
respectively.

For the years ended December 31, 2014, 2013 arl] #t fair values of options granted were estiohatng the Black-Scholes-Merton
option pricing model using the following weightedeaage assumptions:

Year ended December 31

2014 2013 2012
Expected volatility 80.9% 70.1(% 72.8(%
Expected tern 6.0 year 6.0 year 6.0 year

Risk-free interest rat 1.9(% 1.65% 0.95%
Expected dividend yiel 0.0(% 0.0(% 0.0(%

Expected volatilityBecause there had been no public market for thep@agis common stock prior to its IPO, the Compaealjdves that it
has insufficient data from its limited public tradihistory to appropriately utilize company-specHistorical and implied volatility
information. Accordingly, the Company utilizes d&tam a representative group of publicly traded pamies to estimate expected stock p
volatility. The Company selected representative ganfes from the biopharmaceutical industry withikincharacteristics as the Company,
including stage of product development and therapéacus.

Expected ternThe expected term of awards represents the pefitih@ that the awards are expected to be outstgndihe expected term
was determined using the simplified method as pitgesd by the Securities and Exchange Commissioffi &t@ounting Bulletin No. 107,
Share-Based Paymerats the Company does not have sufficient histoggalcise data to provide a reasonable basis uparhudestimate
the expected term of stock options granted to eyegs.

Risk-free interest ratef-or the years ended December 31, 2014, 2013 ariy] #t¥ risk-free interest rate was estimated uaimgverage of
treasury bill interest rates over a period commeatsuwvith the expected term of the option at threetdf grant.

Expected dividend yielThe expected dividend yield is zero as the Comgeasynot paid any dividends to date and has nordunmgntion of
paying cash dividends.

Forfeiture rate.The Company is required to estimate potential flurfe of stock grants and adjust compensation eastrded accordingly.
The estimate of forfeitures is adjusted over thpiigte service period to the extent that actudeftures differ, or are expected to differ, from
such estimates. Changes in estimated forfeitueesegognized through a cumulative catch-up in #r@g of change and impact the amount
of stock compensation expense to be recognizeatimef periods. For the years ended December 34,2013 and 2012, the Company
estimated a forfeiture rate of 5%.

During the years ended December 31, 2014, 2012@h8, the total intrinsic value of stock optiongeised was $2.4 million, $0.1 million
and $0, respectively. Cash received from optionases for the years ended December 31, 2014, 20d2012 was $1.0 million, $32
thousand and $0, respectively.

The total grant date fair value of stock optiores thested during the years ended December 31, 2018,and 2012 was $0.6 million, $0.9
million and $0.9 million, respectively.
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The following is a summary of option activity undee 2006 Plan and 2014 Plan:

Weighted
Weighted
Average Average
Exercise Remaining
Price per Contractual Aggregate
Number of Intrinsic
Option Shares Share Term Value
(In years) (In thousands’
Outstanding at December 31, 2( 1,952,57 $ 3.1¢
Granted 1,182,14 $ 9.6¢
Exercisec (366,259 $ 2.7¢
Forfeited or expires (79,526 $ 4.0¢
Outstanding at December 31, 2( 2,688,93 $ 6.04 6.7¢ 19,69¢
Exercisable at December 31, 2( 1,425,92! $ 3.27 4.5¢ 14,32¢
Vested and expected to vest at December 31, 20: 2,594,80: $ 5.92 6.7(C 19,31¢

(1) This represents the number of vested optiord Becember 31, 2014, plus the number of unvegigdns expected to vest as of
December 31, 2014, based on the unvested optidbsc@mber 31, 2014, adjusted for the estimatee@itare rate of 5%

The aggregate intrinsic values in the precedintgtedpresent the total pre-tax intrinsic value (iféerence between the Company’s common
stock price on the last day of the reporting pedaad the exercise price, multiplied by the numbeéndhe-money stock options) that would
have been received by the stock option holdersaladock option holders exercised their stock apdiat the end of the reporting period. The
amount of aggregate intrinsic value will changeelagn the fair value of the Company’s common stock.

Stock-based compensation expense

Total compensation cost recognized for all stockeldecompensation awards in the consolidated statsroEoperations and comprehensive
loss is as follows (in thousands):

For the Year Ended December 31

2014 2013 2012
Research and development $ 80z $ 58¢ $ 564
General and administrati 891 42( 304
Total stocl-based compensation expel $ 1,69: $ 1,00: $ 86¢

As of December 31, 2014 there was $7.2 millionotdltunrecognized compensation cost related tostadeoptions. Total unrecognized
compensation cost will be adjusted for future cleang forfeitures. The Company expects to recogthiaecost over a weighted-average
period of 3.1 years.
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Reserved Shares

The Company had reserved the following shares winaon stock as of December 31, 2014 for the potesmtercise of outstanding warrants
and stock options:

December 31

2014
Warrants 70,79¢
Common stock option 3,824,89.
Shares reserved for issuance at December 31, 3,895,68

8. Income Taxes

During fiscal years 2014, 2013 and 2012, the Compulich not record a benefit for income taxes reldteids operating losses. The Company
has provided a full valuation allowance againshésdeferred tax assets, as the Company belibaé# is more likely than not that the
deferred tax assets will not be realized.

A reconciliation of the federal statutory incoma tate and the Company’s effective income tax istes follows:

Year ended December 31

2014 2013 2012
Federal statutory income tax rate 34.0% 34.(% 34.(%
State income taxe 5.2 5.2 5.3
Change in valuation allowan (41.0 (43.9) (34.9
Research and development cre 4.t 31.7 1.2
Permanent item (0.7) (5.9 (1.9
Expiring state net operating loss carryforw (2.7 (21.9 (3.9
Effective income tax rat 0.0% 0.C% 0.C%

The significant components of the Company’s netrdefl tax assets consist of the following (in trengs):

December 31

2014 2013
Net operating loss carryforwar $44,18¢ $ 38,58t
Deferred revenu 6,21°¢ 1,081
Research and development credit carryforw. 7,72¢ 6,271
Other 1,86: 1,04:

59,99 46,98¢
Valuation allowanct (59,99) (46,98¢)
Net deferred tax asse $ — $ —

At December 31, 2014, the Company had federal petating loss carryforwards of $119.5 million atate net operating loss carryforwards
of $67.6 million available to reduce future taxalsleome, which expire at various dates beginningdh5 through 2035. The Company also
had federal and state research and developmeatedit carryforwards of $6.0 million and $2.6 noli, respectively, available to reduce
future tax liabilities, which expire at various dathrough 2035.
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Realization of the future tax benefits is dependeninany factors, including the Company’s abil@ygenerate taxable income within the net
operating loss carryforward period. The Companyehasuated the positive and negative evidence hgaipon the realizability of its defern
tax assets and concluded that it is more likely that that the Company will not realize the benefiits deferred tax assets. As a result, the
deferred tax assets have been fully reserved arbieger 31, 2014 and 2013.

Under the provisions of the Internal Revenue Cogleti®n 382, the net operating loss and tax credtityforwards are subject to review and
possible adjustment by the Internal Revenue Seavidestate tax authorities. Net operating losstaxaredit carryforwards may become
subject to an annual limitation in the event otaier cumulative changes in the ownership interéstgnificant shareholders over a three-year
period in excess of 50 percent, as defined undetid®s 382 and 383 of the Internal Revenue Codpeadtively, as well as similar state
provisions. This could limit the amount of tax #dtites that can be utilized annually to offset fattaxable income or tax liabilities. The
amount of the annual limitation is determined basedhe value of the company immediately priot® dwnership change. Subsequent
ownership changes may further affect the limitatiofuture years. The Company has completed sefiaeaicings since its inception which
may have resulted in a change in control as defiryeSections 382 and 383 of the Internal RevenudeCor could result in a change in
control in the future.

At December 31, 2014, the Company had no unrecedriax benefits. The Company has not conducteddy sff its research and
development credit carryforwards. A study may resuln adjustment to the Company’s research amdldement credit carryforwards;
however, until a study is completed and any adjestiis known, no amounts will be presented as @entgin tax position. A full valuation
allowance has been provided against the Compaag&arch and development credit carryforwards &aah, adjustment is required, this
adjustment would be offset by an adjustment toveieation allowance. Thus, there would be no impac¢he consolidated balance sheet or
statement of operations if an adjustment were redui

Interest and penalty charges, if any, related tecognized tax benefits would be classified asimedax expense in the accompanying
statement of operations. As of December 31, 204Ciompany had no accrued interest related to taiceéax positions.

The Company is currently open to examination uniderstatute of limitations by the Internal Revee@evice and state jurisdictions for the
tax years ended 2011 through 2013. Carryforwardtibutes generated in years prior to 2011 mitlybst adjusted upon future examination
if they have or will be used in a future periodeT®@ompany is currently not under examination byithernal Revenue Service or any other
jurisdictions for any tax years. Since the Compigrin a loss carryforward position, the Compangéserally subject to examination by 1
U.S. federal, state and local income tax autharfiie all tax years in which a loss carryforwar@vsilable.

9. Commitments

In February 2008, the Company entered into a sgean-non-cancelable operating lease for approxilydst,000 square feet of office and
laboratory space, or the 2008 Lease Agreementexinigton, Massachusetts, which serves as the Cofigda@adquarters.

The 2008 Lease Agreement included certain leasntives in the form of two tenant improvement abowes. The first tenant improvement
allowance of $3.7 million was for general improvertseto the facility’s office space and HVAC systerfise Company capitalized the
improvements made with the first tenant improvenaiotvance into fixed assets and established ditialm the accompanying balance sh
under the caption “deferred lease incentive”.
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The second tenant improvement allowance of $2.Bomilvas for improvements to be made to build labary space to the Company’s
specifications. The second tenant improvement afme was similar to the first, except that the Canypwas required to repay the
reimbursements to the landlord monthly over thedaarm, plus interest at a 10% annual rate. Thepaay capitalized the improvements
made with the second tenant improvement allowantoefixed assets and established a liability, esigkl of interest, in the accompanying
balance sheet under the caption “leasehold imprent¢ioan”.

In August 2014, the Company entered into an amentpféts 2008 Lease Agreement, or the Amendmeihieaise, pursuant to which the
Company will lease through September 30, 2018 pipecximately 45,000 square feet of office and lalbany space that was covered by the
2008 Lease Agreement as well as an additional 55608re feet of office space. A tenant improvenaiotvance of $0.4 million was
provided by the landlord under the Amendment ofdesfor general improvements. The Amendment of Latseprovides for the waiver of
the remaining monthly payments due under the Cogipanutstanding leasehold improvement loan, totp#6.3 million as of December 31,
2014, and a reduction in the letter of credit tleen@any delivered under the 2008 Lease Agreememt $@.7 million to $0.4 million. Waiver
of the leasehold improvement loan will occur onanthly basis from October 1, 2014 through Septer8Be2015 and was considered to
represent a lease incentive. Accordingly, the remgiprincipal balance of the leasehold improventean as of December 31, 2014 has been
classified as a component of deferred lease ineeimithe accompanying balance sheet and will begeized over the remainder of the
extended lease term. The Company capitalized theomements made with the tenant improvement alleegmovided in the Amendment of
Lease and established a liability in the accompampialance sheet under the caption “deferred lieasative.”

The Company is amortizing all leasehold improvenassiets and deferred incentives over the remaleasg term, as amended.

The Amendment of Lease provides for escalatingpayginents over the lease term. The Company is nixiag rental expense under the
Amendment of Lease on a straight-line basis aftesitlering the escalating rent payments and thaireng deferred rent under the 2008
Lease Agreement.

The future minimum lease payments under the 20@8&.é&greement, as amended, is as follows (in tmoisya

Base rent obligation:
At December 31, 201

2015 $ 1,54(
2016 1,52
2017 1,57:%
2018 1,20¢
Total minimum lease paymer $ 5,84:

Rent expense for the years ended December 31, 2013,and 2012 was $1.0 million, $0.7 million afidmillion, respectively.

Employment agreements

Five of the Compang employees are covered by employment agreemenissicg salary, certain benefits and incentive cengation. Unde
these agreements, the executives could be entitleelverance pay up to 12 months of base salaiy G@BRA insurance coverage for 12
months and acceleration of stock option
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vesting (assuming for such acceleration a ternonatiithout cause or on death or disability or reaigpn for good reason within one year
after a change in control). During 2013, the Comypaetrued $0.3 million in severance and benefiigalblons in connection with the

departure of its Chief Medical Officer, with thesasiated costs allocated to research and develdmRrpanses on the statement of operations
and comprehensive loss. Approximately $69 thousdiméish payments related to these obligations wege during 2013, resulting in a tc
recorded liability of $0.3 million related to thibligation as of December 31, 2013, which was sylsetly paid in 2014.

10. Collaboration Agreements
Celgene

In April 2013, the Company entered into a masteetment and license agreement with Celgene Catiporand

Celgene International Sarl, referred to togetheCelgene, which is primarily focused on the reseadevelopment and commercialization of
specified deuterated compounds targeting inflanonatr cancer. The collaboration is initially focdsen one program, but has the potential
to encompass up to four programs.

For the initial program, the Company granted Cedgam exclusive worldwide license to develop, mactuf@ and commercialize deuterated
analogs of a selected non-deuterated compoundeatalrcclose chemical derivatives thereof. The Camyfurther granted Celgene licenses
with respect to two additional programs and anawptiith respect to a third additional program. Tr@mpany and Celgene have agreed on
the non-deuterated compounds for each of the twidiadal license programs. For the option progr@&®lgene may select the non-deuterated
compound at a later time, which, unless otherwigeed by the Company, will be limited to a compotordvhich Celgene possesses
exclusive rights. With respect to the two additidiense programs, the Company granted Celgengfont exclusive worldwide license to
develop, manufacture and commercialize deuteratsdijpts that contain deuterated analogs of theedgnen-deuterated compounds.
Celgene is restricted from utilizing their reseamévelopment and commercialization rights undehexd these upfront licenses, unless,
within seven years after the effective date ofapeement, Celgene pays the Company a licenseigxéee. If Celgene does not elect to pay
the license exercise fee during the seven yeaoghetie license will expire. With respect to theéiap program, once a compound is selected,
Celgene may exercise its option by paying the Cam@a option exercise fee within seven years oeffective date of the agreement, and
upon Celgene’s exercise of the option the Compailtygrant to Celgene an exclusive worldwide licetselevelop, manufacture and
commercialize deuterated products that containedatgd analogs of the selected non-deuterated aompo

The Company is responsible for conducting and fugdesearch and early development activities feriritial program at its own expense
pursuant to mutually agreed upon development plgiis.includes the completion of single and muétipkcending dose Phase 1 clinical ti
and any mutually agreed upon additional Phasenicalitrials, as set forth in the development @ad approved by the joint steering
committee for the collaboration.

Under the terms of the agreement, the Companyvetei non-refundable upfront payment of $35.0 oiilliin addition, the Company is
eligible to earn up to $23.0 million in developmemtestone payments, including $8.0 million relatedhe completion of a Phase 1 clinical
trial, up to $247.5 million in regulatory milestopayments and up to $50.0 million in sales-basdédstune payments related to products
within the initial program. The next milestone pamhthe Company may be entitled to receive undeiritial program is $8.0 million relat
to the completion of Phase 1 clinical trials of CTBO. If Celgene exercises its rights with respedither of the two additional license
programs, the Company will receive a license exertge for the
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applicable program of $30.0 million and will alse &ligible to earn up to $23.0 million in developthmilestone payments and up to

$247.5 million in regulatory milestone paymentstfwait program. Additionally, with respect to onetleé additional license programs, the
Company is eligible to receive up to $100.0 milliarsales-based milestone payments based on estafgbroducts, and with respect to the
other additional license program, the Companyiglgé to receive up to $50.0 million in sales-tdhsailestone payments based on net sales
of products. If Celgene exercises its option withpect to the option program, in respect of a camgdo be identified at a later time, the
Company will receive an option exercise fee of 8Ifillion and will be eligible to earn up to $23rbllion in development milestone
payments and up to $247.5 million in regulatoryastibne payments.

In addition, with respect to each program, Celgsirequired to pay the Company royalties on wortteuiet sales of each licensed product at
defined percentages ranging from the mid-singl&sltg low double digits below 20%. The royaltyrtefor each licensed product in each
country is the period commencing with first comni@reale of the applicable licensed product indpplicable country and ending on the
latest of expiration of specified patent coveragairation of regulatory exclusivity or 10 yearddaing commercial launch. The royalty rate
is reduced on a country-by-country basis during @eryod within the royalty term when there is nogpd claim or regulatory exclusivity
covering the licensed product in the particularntou

The Companys arrangement with Celgene contains the followielivdrables: (i) an exclusive worldwide licensedtvelop, manufacture ai
commercialize deuterated analogs of a selected sontprelated to the initial program, or the Licebsdiverable, (ii) obligations to perform
research and development services associatedheitinitial program, or the R&D Services Delivergl{ié) obligation to supply preclinical
and clinical trial material related to the init@logram, or the Supply Deliverable, (iv) participaton the JSC during the term of the initial
program, or the JSC Deliverable, (v) significand amcremental discount related to the first addiidicense program for which the non-
deuterated compound has been selected, or theDistunt Deliverable and (vi) significant and ieerental discount related to the second
additional license program for which the non-deatiedl compound has been selected, or the Secondubisbeliverable.

Allocable arrangement consideration at inceptios Wraited to the $35.0 million norefundable upfront payment. The Company allocéte
arrangement consideration for the collaboration rgrtbe separate units of accounting using theivelaelling price method as follows:

() $17.0 million to the License Deliverable; (8.7 million to the R&D Services Deliverable foethitial program; (iii) $3.2 million to the
Supply Deliverable for the initial program; (iv) $Omillion to the JSC Deliverable for the initialggram; (v) $3.0 million to the First
Discount Deliverable for the first additional pragr; and (vi) $3.0 million to the Second DiscountiBable for the second additional
program.

The arrangement consideration allocated to thensedeliverable was recognized upon delivery. Ant®atocated to the R&D Services
Deliverable and Supply Deliverable are recognizedien the proportional performance method over dpeeted period of performance, or
39 months. The amount allocated to the JSC Delleria recognized ratably over the expected pesfquerformance, or 39 months.
Amounts allocated to the First Discount Deliveradntel the Second Discount Deliverable are defemedaall be recognized at the earlier of
when the associated license rights are exercisefi@nses are delivered or upon lapsing of theetlgohg right, if the respective right expi
unexercised. The Company reassesses the estineatedsof performance for each unit of accountintihe end of each reporting period.

During the years ended December 31, 2014 and 20&8¥ ompany recognized revenue of $1.8 million $&.d million for the
R&D Services Deliverable and $1.9 million and $thillion for the Supply Deliverable, respectivelydditionally, during the years ended
December 31, 2014 and 2013, the Company recognized
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revenue of $32 thousand and $24 thousand, respBgtielated to the JSC Deliverable. The revenug alassified as license and research
development revenue in the accompanying consotidettgement of operations and comprehensive loss.

As of December 31, 2014, there was $12.9 milliodeferred revenue related to the Company’s colkimr with Celgene, $5.8 million of
which was classified as current and $7.1 milliomvbich was classified as noncurrent, in the accowipg consolidated balance sheet.

Jazz Pharmaceutica

In February 2013, the Company entered into a dewedmt and license agreement with Jazz Pharmacksyftice., or Jazz Pharmaceuticals, to
research, develop and commercialize products aintpdeuterated sodium oxybate, or D-SXB. The Camipsa initially focusing on one
analog, designated as JZP-386. Under the ternieaigreement, the Company granted Jazz Pharmadsuaticexclusive, worldwide,
royalty-bearing license under intellectual propexytrolled by us to develop, manufacture and corniakize D-SXB products including, but
not limited to, JZP-386.

The Company, together with Jazz Pharmaceuticatgriducting certain development activities for a$th1 clinical trial with respect to JZP-
386 pursuant to an agreed upon development planCBimpany is responsible under the developmentfptazonducting a Phase 1 clinical
trial with respect to JZP-386. Thereafter, the Canys obligations to conduct further developmerivitees are subject to mutual agreement.
Jazz Pharmaceuticals has assumed all manufactespgnsibilities. Pursuant to the agreement, theamy’s costs for activities under the
development plan, including pass-through coststhedosts of the Company’s employees’ time atepat full-time equivalent year of its
employees’ time, which the Company and Jazz Pharut@als mutually agreed to, are reimbursed by Pdermaceuticals, except for the
costs of an additional Phase 1 clinical trial tvas initiated in the first quarter of 2015, whicilwe shared between Jazz Pharmaceuticals
and the Company. This reimbursement is subjedirtitaltions specified in the agreement, includinhe@nce within a particular percentage
to the development budget. Under the agreemertt,Rlaarmaceuticals is subject to specified diligesti@ations regarding the development
and commercialization of licensed products.

Under the agreement, the Company received a nomdaable upfront payment of $4.0 million and is iblig to earn an aggregate of up to
$8.0 million in development milestone paymentstaifs35.0 million in regulatory milestone paymemntsl aip to $70.0 million in sales
milestone payments based on net product salesavfded products. The next milestone payment teaCtdmpany may be entitled to receive
is $4.0 million related to the successful completid a Phase 1 clinical trial or clinical advanceinef JZP-386, a deuterated analog of
sodium oxybate.

In addition, Jazz Pharmaceuticals is required jotpa Company royalties at defined percentagesmgrfgpom the mid-single digits to low
double digits below 20%, on a country-by-countrd éinensed product-by-licensed product basis, orldwade net product sales of licensed
products. The royalty term for each licensed produeach country is the period commencing witetfdcommercial sale of the applicable
licensed product in the applicable country and egdin the later of the expiration of specified patoverage or 10 years following
commercial launch. The royalty rate is loweredaarountry by country basis, under certain circumsga as specified in the agreement.

The Company determined that there were three dalives under the agreement: (i) an exclusive, tpydaring, sub-licensable worldwide
license to develop and commercialize D-SXB compsundthe License Deliverable, (ii) participatiom @ joint steering committee, or the
JSC Deliverable, and (iii) a deliverable to diregternal patent activities and bear a portion efakternal patent fees, or the Patent Support
Deliverable.
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The Company allocated arrangement considerati&3 af million to the License Deliverable, $0.1 naiflito the JSC Deliverable and

$0.2 million to the Patent Support Deliverable. Twmpany recognized the arrangement considerafimeated to the License Deliverable
upon delivery and will recognize revenue relatethionJSC Deliverable and the Patent Support Delblerover the respective periods of
performance, which are each estimated to be 46hmont

For the years ended December 31, 2014 and 2018 dimpany recognized revenue of $2.6 million and $dillion related to the
performance of development support services, réispdc For the year ended December 31, 2013 thag2my recognized revenue of
$3.7 million upon delivery of the License DeliveimbAdditionally, for the years ended DecemberZ114 and 2013, the Company
recognized revenue of $56 thousand and $61 thousasypkctively, related to the JSC and Patent Stigpbiverables.

Avanir

In February 2012, the Company entered into a devedmt and license agreement with Avanir Pharmagalstilnc., or Avanir, under which
the Company granted Avanir an exclusive worldwiderise to develop, manufacture and commercialinéedsted dextromethorphan
containing products. Subsequent to the Companytseagent, Avanir was acquired by Otsuka Pharmaa@@ic., Ltd. and it is now a wholly
owned subsidiary of Otsuka America, Inc. Avanimisially focused on developing AVP-786, which i€ambination of a deuterated
dextromethorphan analog and an ultra-low dose bfidjue, for the treatment of neurologic and psgttic disorders.

Under the agreement, the Company received a nondable upfront payment of $2.0 million, a milegtigrayment of $2.0 million in 2013
and a milestone payment of $2.0 million in 2014e Bompany is also eligible to earn, with respedicensed products comprising a
combination of deuterated dextromethorphan andidjui, up to $2.0 million in development milestqreyments related to initiation of
dosing in a Phase 3 clinical trial for AVP-786,t0@$37.0 million in regulatory and commercial labrmilestone payments and up to

$125.0 million in sales-based milestone paymertig. flext milestone that the Company may be entitiexhrn is $2.0 million related to the
initiation of dosing in a Phase 3 clinical triak f8VP-786. In addition, the Company is eligible figher development milestones, up to an
additional $43.0 million, for licensed productsttda not require quinidine. Avanir is currently édoping deuterated dextromethorphan only
in combination with quinidine.

Avanir also is required to pay the Company royaltaedefined percentages ranging from the mid-sidgits to low double digits below 20%
on worldwide net sales of licensed products. Tlyaltg term for each licensed product in each caquistthe period commencing with first
commercial sale of the applicable licensed produtiie applicable country and ending on the lafexxpiration of specified patent coverage
or 10 years following commercial launch. The royadite is reduced, on a country-by-country basising any period within the royalty term
when there is no patent claim covering the licenmeduct in the particular country.

The Company determined that the deliverables utideagreement were the exclusive, royalty-bearitgleensable license to deuterated
dextromethorphan delivered at the inception ofattangement as well as participation on a joirdritg committee through a first IND filin
The Company allocated arrangement considerati®2 & million to the license and an insignificantamt to the Compang’participation o
the joint steering committee. Accordingly, the Ca@np recognized the $2.0 million non-refundable opfifee as revenue upon delivery of
the deuterated dextromethorphan license in Mard2 20

During the year ended December 31, 2014, the Coynmognized as revenue a $2.0 million milestonermt received from Avanir based
on the initiation of dosing in a Phase 2 clinic@ltof AVP-786. Since
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June 2012, Avanir has elected to conduct all rebeand development activities, including manufdaotyactivities; however, the Company
has continued to receive intellectual property ceshbursements. The Company recognized $0.2 miftio the year ended December 31,
2014 for intellectual property cost reimbursemetits,cost of which was recorded within general atehinistrative expense.

During the year ended December 31, 2013, the Coynnognized as revenue a $2.0 million milestongm@nt received from Avanir based
on positive data from Avanir's Phase 1 clinicahtiof AVP-786. The Company also recognized $0.2ionilfor the year ended December 31,
2013 for intellectual property cost reimbursements.

During the year ended December 31, 2012, the Coynganognized as revenue a $2.0 million non-refutedapfront license fee upon
delivery of the deuterated dextromethorphan licexrsk$0.2 million for intellectual property cosiméursements.

GSK

In May 2009, the Company entered into a researdhidamelopment collaboration and license agreeméht®laxo Group Limited, or GSK,
to research, develop and commercialize multipl@pcts containing deuterated compounds, including-@%9. The agreement with GSK, as
subsequently amended, expired in May 2012 after G@Kd out of further development under the agretmed made a $2.75 million
payment to the Company. The rights to the prodactiziates developed under the agreement haveedwerthe Company and it is free to
pursue them without further obligation to GSK ottiean to repay GSK an amount of up to $2.75 millidhe Company commercializes
CTP-499 or if, prior to a specified date in 201& Company re-licenses or transfers rights to CI®td a third party. The $2.75 million
payment was classified as deferred revenue andetilbe recognized as revenue until all repaymbligations lapse.

11. Sponsored Research Agreement

In February 2012, the Company entered into a spedsesearch agreement with Fast Forward LLC, et Farward, the

National Multiple Sclerosis Soci€'s subsidiary devoted to research and drug devedmpntUnder the research agreement, Fast Forward
provided $0.8 million of funding for the preclinicadvancement of CTP-354, a deuterated subtypetsseGABA A modulator developed by
Concert with the therapeutic potential of treatipgsticity. Concert received the funding as it oggtain preclinical milestones.

In certain circumstances, the Company is obligidadake milestone payments to Fast Forward natéess of a low-single digit multiple of
the funding amount. As of December 31, 2014 and2@@vas not probable any milestone payments wbeldwed to Fast Forward.

The Company did not receive any payments from Fasvard during the year ended December 31, 2014nB®the years ended
December 31, 2013 and 2012, the Company receivadgras totaling $45 thousand and $0.7 million, eesipely, from Fast Forward, whic
were recognized as revenue within license and relseand development revenue in the accompanyingnsént of operations and
comprehensive loss. The revenue recognized is coisumate with the services performed in 2013 an®28dd such payments are non-
refundable as the Company has incurred costs iessxaf the amounts funded.

12. Loan Payable and Warrant to Purchase Redeemabf&ecurities

On December 22, 2011, the Company entered intcaa bod Security Agreement, or the Loan and SecAgtgement, with Hercules
Technology Growth Capital, Inc., or Hercules. Tteah and Security Agreement
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provides for aggregate advances of up to $20 miiliotwo tranches. Under the first tranche, the fany obtained an advance on
December 22, 2011 totaling $7.5 million, or the 8mber 2011 Advance. Under the second tranche, dhg@&ny obtained an advance on
March 29, 2012 totaling $12.5 million, or the Ma2Bil2 Advance. The Company incurred $0.2 milliofoen issuance costs paid directly to
the lenders, which have been offset against the poaceeds as a loan discount.

Each advance made under the Loan and Security fgmetebears interest at a variable rate of the gredt8.5% and an amount equal to 8
plus the prime rate of interest minus 5.25%, pregitiowever, that the per annum interest rate sbakxceed 11%. Through December 31,
2014, each of the December 2011 Advance and thehvii12 Advance had an interest rate of 8.5%.éstesnly payments were due
monthly on the first day of each month beginning tionth after the date of the respective advantieApril 30, 2013. Thereafter the
aggregate principal balance outstanding becamebpaira30 equal monthly installments of principatianterest beginning May 1, 2013 and
continuing through the maturity date of Octobe2@15.

Additionally, the advances are to be repaid in ifulnediately upon an event of default, as defifidw: Loan and Security Agreement defines
events of default, including the occurrence of eeng that results in a material adverse effect uperCompany’s business operations,
properties, assets or condition (financial or othge), its ability to perform its obligations undard in accordance with the terms of the new
loan agreement, or upon the ability of the lendermrsnforce any of their rights or remedies withpest to such obligations, or upon the
collateral under the Loan and Security Agreemenipam the liens of the lenders on such collateralpomn the priority of such liens. The
Company does not believe that any events have @ztthat could reasonably be deemed to have aialaddwerse effect. Substantially all
assets of the Company are pledged as collateridl the exception of intellectual property, whichhe subject of a negative pledge under the
Loan and Security Agreement. The lendeeturity interest in the collateral is a first pitip security interest. The Company does not haw
financial covenants under the Loan and Securitye@grent.

As of December 31, 2014, the future minimum paymene under the Loan and Security Agreement af@law/s (in thousands):

Minimum

Year Payments

201t 7,46z
Less amounts representing intet (289)
Present value of minimum payme 7,17¢
Less discoun (74)
Loan payable and unamortized disco $ 7,107

In connection with the Loan and Security Agreemtrd, Company granted Hercules a warrant, the Wart@purchase up to 200,000 shares
of Series C Preferred Stock at an exercise pri2d&0 per share which vested immediately uporDgsgember 2011 Advance. Upon the
draw of the March 2012 Advance, the Warrant becexegecisable for an additional 200,000 shares deS& Preferred Stock at an exercise
price of $2.50 per share. Upon completion of thenBany’s IPO in February 2014 the Warrant becamecesable for an aggregate of 70,796
shares of the Company’s common stock at an exepcise of $14.13 per share.
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Pursuant to ASC Topic 48Djstinguishing Liabilities from Equityfor periods prior to the Company’s IPO the Watnaas classified as a
liability and was re-measured to the-then curretie at each balance sheet date. The Warranttyaléis determined based on Level 3
inputs utilizing the Black-Scholes-Merton optiongimg model. On February 19, 2014, upon completibthe IPO, the Warrant converted
into a warrant to purchase common stock and thepaosnreclassified the fair value of the WarranbBBebruary 19, 2014 to additional paid-
in capital. The following table sets forth a sumynaf changes in the fair value of the Warrant duach period presented (in thousands):

Year ended
December 31
2014 2013 2012
Beginning balance $ 468 $ 45¢ $ 16€
Change in fair valu 117 4 291
Reclassification to additional paid-in capital mnoection with
IPO (580 — —
Ending balanc $ — $ 462 $ 45¢

The Warrant expires on the earlier of: (i) ten gfaom the effective date of the Loan and Secukigyeement or (ii) five years after the
closing of an IPO.

The Company measured the fair value of the Waaamtf December 31, 2012 and December 31, 2013 adiyhrid method that is consist
with the manner in which the Company estimateddirevalue of its common stock on those dates. g #ire hybrid method, the Company
used the Black-Scholes-Merton option pricing metttodalue the Warrant based on the results oftthiali public offering scenarios and the
option pricing method to value the Warrant basetherresults of the other assumed scenarios (sditutdation). The results of those
valuations were then weighted consistent with tlegghtings used in the Compasytommon stock valuation to determine the fair eaftithe
Warrant. The significant assumptions used in esiimgahe fair value of the Warrant include the \itiky of the stock underlying the warrant,
risk-free interest rate, estimated fair value @f pineferred stock underlying the warrant, and gienated life of the warrant.

As of February 19, 2014, upon completion of the |BH@ Warrant converted to a warrant to purchasenoon stock and the Company
remeasured the Warrant using the Black-Scholeséavienption pricing method based upon the closingepof the Company’s common
stock on February 19, 2014.

Where the fair value of the Warrant was estimatdgithe Black-Scholes-Merton option pricing modie¢ Company used the following
weighted-average assumptions:

Year ended
December 31,
2014 2013 2012
Expected volatility 70.(% 70.(% 70.(%
Expected tern 5.0 year 5.3 year 7.9 year
Risk-free interest rat 1.52% 1.75% 0.95%
Expected dividend yiel 0.0% 0.C% 0.C%
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Expected volatility

The Company estimated the expected volatility basedctual historical volatility of the stock prio&similar companies with publicly-traded
equity securities. The Company calculated the hesabvolatility of the selected companies by usitaily closing prices over a period of the
expected term of the Warrant. The companies wéeeteel based on their enterprise value, risk msfiposition within the industry, and with
historical share price information sufficient to eb¢he expected term of the associated award.

Expected term

The Company based the expected term on the aetualiming contractual term as of each respectivesarement date.

Risk-free interest rate

The Company estimated the risk-free interest rateference to the yield on U.S. Treasury securitigh a maturity date commensurate with
the expected term of the Warrant.

Expected dividend yield

The Company estimated the expected dividend yiat&th on consideration of its historical dividengexience and future dividend
expectations. The Company has not historicallyated or paid dividends to stockholders. Moreowveatpes not intend to pay dividends in
future, but instead expects to retain any earnin@svest in the continued growth of the busindgsordingly, the Company assumed an
expected dividend yield of 0.0%.

13. 401(k) Retirement Plan

In January 2008, the Company established the CobRbarmaceuticals 401(k) Retirement Plan (the 40Ri@&n) in which substantially all of
its permanent employees are eligible to contrilaupercentage of base wages up to an amount netéee an annual statutory maximum.
The Company matches 50% of the first 6% of an epgals contributions subject to statutory limits.

The Company made matching contributions under @igld Plan of $0.2 million, $0.2 million and $0.4lion for the years ended
December 31, 2014, 2013 and 2012, respectively.

14. Quarterly Financial Information (unaudited)

Three Months Ended

March 31, September 3C December 31
June 30.
2014 2014 2014 2014
(in thousands, except per share dat¢
(unaudited)
Revenue $ 1,61 $1,23¢ $ 4,41¢ $  1,31C
Operating expense 8,13 8,961 12,02¢ 10,05¢
Loss from operation (6,519 (7,726) (7,60¢) (8,74%)
Other expense, n (437 (264) (229 (182)
Net loss $ (6,950) $(7,990) $ (7,839 $  (8,92)
Net loss per sha—basic and dilute: $ (0.7¢) $ (0.45) $ (0.47) $ (0.49
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Three Months Ended

March 31, September 3C December 31
June 30,
2013 2013 2013 2013
(in thousands, except per share date
(unaudited)
Revenue $ 5,87: $17,44: $ 681 $ 1,41
Operating expense 7,00 8,02¢ 7,79 6,99:
(Loss) income from operatiol (2,130 9,41¢ (7,11¢) (5,579
Other expense, n (649) (650 (17) (336)
Net (loss) incom $ (1,779 $ 8,76¢ $  (7,12) $ (65,91
Net loss per sha—basic and dilute: $ (1.4¢) $ 0.0C $ (5.59) $ (4.62)
ITEM 9. Changes in and Disagreements with Accountas on Accounting and Financial Disclosure

None.

ITEM 9A.  Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The term “disclosure controls and procedures,”efdd in Rules 13a-15(e) and 15d-15(e) under #wifties Exchange Act of 1934,
as amended, or the Exchange Act, refers to cordaralsprocedures that are designed to ensure foatiation required to be disclosed by a
company in the reports that it files or submitsemithe Exchange Act is recorded, processed, surnethaind reported, within the time peri
specified in the Securities and Exchange Commissiahes and forms. Disclosure controls and proceslinclude, without limitation,
controls and procedures designed to ensure tt@aniattion required to be disclosed by a companyéréports that it files or submits under
the Exchange Act is accumulated and communicatétetaompany’s management, including its princgoacutive and principal financial
officers, or persons performing similar functioas,appropriate to allow timely decisions regardiguired disclosure. Our management
recognizes that any controls and procedures, ntentatw well designed and operated, can providg md@sonable assurance of achieving
their objectives and our management necessarilfespips judgment in evaluating the cost-benefiatienship of possible controls and
procedures. Our disclosure controls and procedaneedesigned to provide reasonable assurance igivaatheir control objectives.

Our management, with the participation of our Clagécutive Officer and Chief Financial Officer, lasluated the effectiveness of
disclosure controls and procedures as of Decenthe2® 4, the end of the period covered by this AhiReport on Form 10-K. Based upon
such evaluation, our Chief Executive Officer ande€FRinancial Officer have concluded that our distire controls and procedures were
effective at the reasonable assurance level ascbf date.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting. Internal control over
financial reporting is defined in Rules 13a-15(fidal 5d-15(f) under the Exchange Act as a procesigiled by, or under the supervision of, a
company’s principal executive officer and princifiaancial officer, or persons performing similanttions, and effected by a company’s
board of directors, management, and other persptmptovide reasonable assurance regarding ttabilél/ of financial reporting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples and includes those
policies and procedures that:

* pertain to the maintenance of records thag@sonable detail accurately and fairly reflecttthasactions and dispositions of a
compan'’s assets
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» provide reasonable assurance that transaci@necorded as necessary to permit preparatifinasfcial statements in accordance
with generally accepted accounting principles, #rad a company’s receipts and expenditures argylyeade only in accordance
with authorizations of the compée’s management and directors; ¢

* provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose or disposition of our assets
that could have a material effect on the finansfatements

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

Under the supervision of and with the participatidrour principal executive officer and principaldncial officer, our management assessed
the effectiveness of our internal control over fio@l reporting as of December 31, 2014 based ewtiteria set forth by the Committee of
Sponsoring Organizations of the Treadway Commisg@@fdSO) inInternal Control—Integrated Framewo(R013 framework). Based on tt
assessment, management concluded that our intarnbl over financial reporting was effective dDecember 31, 2014.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control owearitial reporting that occurred during the threethe ended December 31, 2014 that
has materially affected, or is reasonably likelyrtaterially affect, our internal control over fir@al reporting.

ITEM 9B.  Other Information
None.
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Item 10. Directors, Executive Officers and Corpora¢ Governance
EXECUTIVE OFFICERS AND DIRECTORS

The following table sets forth the name, age arsitipms of each of our executive officers and divex as of February 28, 2015.

Name Age  Position(s

Executive Officer

Roger D. Tung, Ph.LC 55  President and Chief Executive Officer, Direc
Nancy Stuar 56  Chief Operating Office

Ryan Daws 41  Chief Financial Office

lan Robert Silverman, J.D., Ph. 62  Senior Vice President and General Coul
James Cassella, Ph. 60  Senior Vice President and Chief Development Off
Nor-Employee Director

Richard H. Aldrich((3) 60  Director, Chairman of the Board of Directt
Thomas G. Auchincloss, (D) 53 Director

Ronald W. Barrett, Ph.[(2) 58  Director

John G. Freund, M.L(1) 61 Director

Peter Barton Hu(®) 80 Director

Wilfred E. Jaeger, M.CLAH@) 5¢  Director

Helmut M. Schiihsler, Ph.[ 55  Director

Wendell Wierenga, Ph.[(3 67 Director

(1) Member of audit committe
(2) Member of compensation committ
(3) Member of the nominating and corporate governarmanittee

Executive Officers

Roger D. Tung, Ph.Lis our co-founder and has served as our PresigenChief Executive Officer and as a member of aarb of directors
since April 2006. Before Concert, Dr. Tung was anfiding scientist at Vertex, a pharmaceutical corgpamere he was employed from 1989
to 2005, most recently as its Vice President ofgdRiscovery. Prior to Vertex, he held various posis at Merck, Sharp & Dohme Research
Laboratories, a global healthcare provider, and Stpgibb Institute for Medicinal Chemistry. Dr. Turereived a B.A. in Chemistry from
Reed College and a Ph.D. in Medicinal ChemistthatUniversity of Wisconsin-Madison. We believettBa. Tung’s detailed knowledge of
our company and his 28 year career in the globatrphceutical and biotechnology industries, inclgdiis roles at Vertex, provide a critical
contribution to our board of directors.

Nancy Stuarhas served as our Chief Operating Officer sincemt2007 and was our Senior Vice President, Catp@trategy and
Operations from July 2006 to October 2007. Prigoining Concert, Ms. Stuart held various busingssrations and business development
positions at Amgen Inc., a biopharmaceutical corgpKinetix Pharmaceuticals, Inc., a pharmaceuticahpany subsequently acquired by
Amgen, Scion Pharmaceuticals, Inc., a pharmacéuticapany, Vertex and Genzyme Corporation, a blatetogy company subsequently
acquired by Sanofi S.A. Ms. Stuart holds a B.9nfthe University of Michigan, and an M.B.A. frometSimmons College Graduate School
of Management.

Ryan Dawthas served as our Chief Financial Officer sincaidan2014. Prior to joining Concert, Mr. Daws sehas an independent
consultant from June 2013 to January 2014, inclydimengagement with Concert
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from September 2013 to January 2014. Mr. Daws semgea Director in the Healthcare Investment Bankdnoup at Stifel, Nicolaus &
Company, Inc., a financial services company, frept8mber 2010 to June 2013. From March 1999 to 20h@, he served in positions of
increasing responsibility within the Healthcaredstment Banking Group of Cowen and Company, LL{hancial services firm. Mr. Daws
holds a B.S. in Finance and Organizational Manageéfnem the University of South Carolina and aremftational M.B.A. from the
University of South Carolina’s Moore School of Busss.

lan Robert Silverman, J.D., Ph.has served as our Senior Vice President and GeGetalsel since December 2010 and prior to thatovas
Vice President and General Counsel from January B@@ecember 2010. Prior to joining Concert, hwes in various legal related roles at
Millennium Pharmaceuticals, Inc., a pharmaceuticahpany, Vertex and FMC Corporation, a chemical ufegturing company.

Dr. Silverman received his J.D. from Rutgers-Camdan School, a Ph.D. in organic chemistry from theversity of New Mexico and a
B.A. from Lehigh University.

James V. Cassella, Ph.has served as our Senior Vice President and Claeélopment Officer since February 2015. Prior ioijig

Concert, Dr. Cassella served as Executive ViceitRrag Research and Development and Chief Scier@ifiicer of Alexza Pharmaceuticals
from July 2012 to January 2015 and served as itgB¥ice President, Research and Development flone 2004 to July 2012. From April
1989 to April 2004, Dr. Cassella held various mamagnt positions at Neurogen Corporation, a pubtiegled biotechnology company. Prior
to Neurogen, Dr. Cassella was Assistant Profedsidearoscience at Oberlin College. Dr. Cassell&irad a Ph.D. in physiological
psychology from Dartmouth College, completed a gastoral fellowship in the Department of Psychiatyhe Yale University School of
Medicine and received a B.A. in psychology from thaversity of New Haven.

Non-Employee Directors

Richard H. Aldrichis our co-founder and has served as a member dfaard of directors and as Chairman of our boamiretctors since

May 2006. Mr. Aldrich is a Founder and has beernrfearof Longwood Fund, a venture capital firm, siecember 2010. Mr. Aldrich
founded RA Capital Management LLC, a hedge fun@0@4 and served as a Managing Member from 20@0@8 and as a Co-Founding
Member from 2008 until 2011. Mr. Aldrich has co-faled several biotechnology companies includingiSiRharmaceuticals, Inc., which
was acquired by GlaxoSmithKline in 2008, and Aln@hearmaceuticals, Inc., which was acquired by Hly in 2011. He has also held
management positions at Vertex, where he was aweding employee, and Biogen Corporation (now Biolgiec Inc., a biotechnology
company). Mr. Aldrich co-founded and serves onttbard of directors of Verastem, Inc., a public biapnaceutical company and also serves
on the boards of directors of OvaScience, Incyldip life sciences company of which he servestesrman of the board, and PTC
Therapeutics, Inc., a public biopharmaceutical canyp Mr. Aldrich received his undergraduate dedresn Boston College, and an M.B.A.
from the Amos Tuck School at Dartmouth College. bMééeve Mr. Aldrich’s broad-based experience inibess, including his leadership and
board experience at life science companies, anthhigiarity with our business as a co-founder of company allows him to be a key
contributor to our board of directors.

Thomas G. Auchincloss, Jras served as a member of our board of directoce $december 2014. Since October 2013, Mr. Aucbgschas
served as Managing Partner at Counterpoint Tra@mgpany, LLC, a private investment firm. From Aug2807 through September 2013,
Mr. Auchincloss was self-employed in private inwtegt From May 2005 to August 2007, Mr. Auchinclessrked as Chief Financial Officer
of Metabolix, Inc., a public biomaterials compaRyior to joining Metabolix, Mr. Auchincloss servad a consultant with Metabolix from
April 2002 to May 2005 providing business developiménancial and strategic consulting servicean¥1994 to 2001, Mr. Auchincloss
served in a variety of positions at Vertex Pharméicals Incorporated, most recently as vice pregidanance and treasurer. Mr. Auchincloss
is trustee and Treasurer of Kieve Wavus Educatian,a not-for-profit camp and education organmatiHe also serves as an advisor to
Capital Formation Group Inc., a family investmanifand Acelium, a cyber-security
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company. Mr. Auchincloss received a B.S. in Busin@dministration from Babson College and an M.BrAFinance from the Wharton
School. We believe that Mr. Auchinclogsiancial and industry experience, including hipestence as the chief financial officer of a pulgli
traded biomaterials company, makes him a key darttsr to our board of directors.

Ronald W. Barrett, Ph.Lhas served as a member of our board of directoce $december 2007. Dr. Barrett is a founder of Xarg Inc., a
public biopharmaceutical company, and has servés &hief Executive Officer since 2001, its Chgientific Officer from 1999 to 2001
and as a member of its board of directors sinc®1B#or to XenoPort he held various positions fHiyax Research Institute, a drug
discovery company now owned by GlaxoSmithKline plag Abbott Laboratories, a healthcare companyBBartett received a B.S. from
Bucknell University and a Ph.D. in pharmacologynir®utgers University. We believe that Dr. Barreitidustry and board experience,
including his experience as the chief executiveceffof a publically traded biopharmaceutical companakes him a key contributor to our
board of directors.

John G. Freund, M.Chas served as a member of our board of directoce $december 2013. Dr. Freund co-founded Skylingties in

1997 and has served as a partner at Skyline gméeuinding. Prior to joining Skyline, Dr. Freuneirged as managing director in the private
equity group of Chancellor Capital Management,igeape capital investment firm. In 1995, he co-foaddntuitive Surgical, a medical device
company, and served on its board of directors @0I0. From 1988 to 1994, Dr. Freund served inourpositions at Acuson Corporation, a
maker of ultrasound equipment that is now partiefr@ns, most recently as Executive Vice Presid@nmr to joining Acuson, Dr. Freund
worked at Morgan Stanley Venture Partners from 188@88. From 1982 to 1988, Dr. Freund was a ggmpartner at Morgan Stanley &
Co., an investment banking company, where he coded the Healthcare Group in the Corporate Fin@wsgeartment in 1983. He has served
on the board of directors of XenoPort, Inc., a plpltraded biopharmaceutical company, since 19@#aphase Pharmaceuticals, Inc., a
publicly traded biopharmaceutical company, sincE2@nd Proteon Therapeutics Inc., a publicly tiduietechnology company, since 2014.
Dr. Freund also serves on the board of directoesrmaimber of private companies. He also previosstyed on the board of directors of Map
Pharmaceuticals, a biopharmaceutical company, haddsglical, a medical device company, LJL Biosystantife sciences instrumentation
company, and Mako Surgical Corp., a medical deg@apany. Dr. Freund is a member of the AdvisoryrBdar the Harvard Business
School Healthcare Initiative, and is a member ef Therapeutics Advisory Council of Harvard MediSahool. Dr. Freund received a B.A. in
history from Harvard College, an M.D. from Harvaviédical School and an M.B.A. from Harvard Busin8ssiool. We believe that

Dr. Freunds extensive finance and investment experiencesxsrience as an executive and his service ondof directors of numero:
public and privately held companies allows him ¢ogbkey contributor to our board of directors.

Peter Barton Huthas served as a member of our board of directocg $december 2006. Mr. Hutt has practiced law air@gpon & Burling
LLP, specializing in food and drug law, since 19éfcept for the period from 1971 to 1975) and auttyeserves as senior counsel. From
1971 to 1975 he was Chief Counsel for the Foodlmug) Administration. Mr. Hutt is a member of theand of directors of Flex Pharma, Ir
BIND Therapeutics, Inc., DBV Technologies SA, Q Tpeutics, Inc. and Xoma Ltd., each of which isiblig biotechnology company, as
well as numerous private companies. During thefiastyears, Mr. Hutt also served as a member etibard of directors of Celera Genorr
a public biotechnology company that was acquire@bgst Diagnostics, Inc. in 2011 and Momenta Pheguiicals, Inc., a biotechnology
company. Mr. Hutt received a B.A. from Yale Univigrsan LL.B. from Harvard Law School and an LL.fom New York University
School of Law. We believe Mr. Hutt's extensive kredge of regulatory and legal issues related tg development and his service on
numerous boards of directors allows him to be adantributor to our board of directors.

Wilfred E. Jaeger, M.Dhas served as a member of our board of directoce $Wlay 2006. Dr. Jaeger co-founded Three Archmeest a
venture capital firm, in 1993 and has served aarnBr since that time. Prior to co-founding Thégeh Partners, Dr. Jaeger was a general
partner at Schroder Ventures. He is also a menfitbedoard of directors of Threshold Pharmacelsgjdac., a public pharmaceutical
company, as well as numerous
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private companies. Dr. Jaeger received a B.S.atoBy from the University of British Columbia, Hi.D. from the University of British
Columbia School of Medicine and an M.B.A. from Stad University. In addition to representing oneoof principal stockholders, we
believe that that Dr. Jaeger’s financial and mddinawledge and experience allows him to be a katributor to our board of directors.

Helmut M. Schiihsler, Ph.lhas served as a member of our board of directoce September 2011. Dr. Schiihsler has worked fon TV
Capital, a group of life science venture capital hralthcare private equity firms, since 1990 amdently serves as its Chairman and
Managing Partner. During 2007 and 2008, Dr. Schditedbo served as Chairman of the European Priaguiéy and Venture Capital
Association. Dr. Schuhsler currently serves as mbag of the board of Enanta Pharmaceuticals, énpublic pharmaceutical company,
several other healthcare growth companies and N&ncR Innovation, the technology transfer organaabf the German Max Planck
Society. For several years he was a member ofdélext®on Committee for the Technology Pioneers m@og Prior to joining TVM Capital,
Dr. Schiuhsler worked for Horizonte Venture Managetna venture capital firm, and was an assistasfegsor for corporate finance at the
Institute for Advanced Studies in Vienna. Dr. Scéléhreceived a Ph.D. in the Social and Economierses from the University of
Economics in Vienna. In addition to representing ohour principal stockholders, we believe that 8chihsler’s business and financial
experience as a director and investor in severapemies in our industry allows him to be a key dbotor to our board of directors.

Wendell Wierenga, Ph.has served as a member of our board of directoce $ilarch 2014. From June 2011 to February 201M\Msreng:
worked as Executive Vice President, Research anélBgment of Santarus, Inc., a public biopharmacalitompany that was acquired by
Salix Pharmaceuticals, Ltd. in January 2014. Fro®72o May 2011, Dr. Wierenga served as Executilee Yresident, Research and
Development of Ambit Biosciences Corporation, gbiamaceutical company engaged in the discoverydauadlopment of small-molecule
kinase inhibitors. From 2003 to 2007, he serveBxascutive Vice President, Research and Developofddeurocrine Biosciences, Inc., a
biopharmaceutical company developing therapeuticaéuropsychiatric, neuroinflammatory and neurethegative diseases. From 2000 to
2003, Dr. Wierenga served as the Chief Executifee€fof Syrrx, Inc., biotechnology company focusedsmall-molecule drug compounds.
Prior to joining Syrrx, from 1990 to 2000, he wasi®r vice president of worldwide pharmaceuticésces, technologies and developme
Parke-Davis, a division of Warner Lambert Co., ampiaceutical company that was acquired by Pfizerim2000. Prior to Parke-Davis,

Dr. Wierenga worked at Upjohn Co., later Pharm@&cldpjohn, Inc., a pharmaceutical and biotechnologgnpany, for 16 years in various
positions, most recently as executive directoris€avery research. Pfizer acquired Pharmacia & hipjthen named Pharmacia Corp., in
2002. Dr. Wierenga received a B.S. from Hope Cellagd a Ph.D. in chemistry from Stanford Univerdity. Wierenga is a member of the
boards of directors of Anacor Pharmaceuticals, Wpricus Biosciences, Inc., Cytokinetics, Incorpied, Ocera Therapeutics, Inc. and
XenoPort, Inc., which are publicly traded biophacew#tical companies. During the last five years,\Wierenga also served as a member of
the boards of directors of Onyx Pharmaceuticals, b public biopharmaceutical company that wasiaed by Amgen in 2013. We believe
that Dr. Wierenga’s extensive experience in biopteareutical research and development and his sermitiee boards of directors of several
public biopharmaceutical companies allows him t@atkey contributor to our board of directors.

AUDIT COMMITTEE

Our board of directors has established an audintitiere, which operates under a charter that has &pproved by our board of directors.
members of our audit committee are Thomas G. Awbtbés, Jr., John G. Freund and Wilfred E. Jaeger Adchincloss is the chair of the
audit committee. Our board of directors has deteedhithat each of these directors is independehtmiihe meaning of Rule 10A-3 under the
Securities Exchange Act of 1934, or the Exchange lAaddition, our board of directors has deteedithat each of Mr. Auchincloss and

Dr. Jaeger qualifies as an audit committee findreipert within the meaning of Securities and Exg@Commission, or SEC, regulations
and the NASDAQ Listing Rules. In making this detaration with respect to each of these directors,bmard has considered the formal
education and nature and scope of his
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previous experience, coupled with past and presawice on various audit committees. Our audit c@temassists our board of directors in
its oversight of our accounting and financial rejmgy process and the audits of our financial stateisn Our audit committee’s responsibilities
include:

* appointing, approving the compensation of, andssésg the independence of the our registered pabtiounting firm

» overseeing the work of our independent registetgdipaccounting firm, including through the rededimd consideration of repa
from such firm;

» reviewing and discussing with management andraependent registered public accounting firm aumual and quarterly
financial statements and related disclosu

e monitoring our internal control over financial refing, disclosure controls and procedures and cbdbeisiness conduct and eth
e overseeing our internal audit function, if al
» discussing our risk management polici

» establishing policies regarding hiring employ&®m our independent registered public accourftingand procedures for the
receipt and retention of accounting related compdaind concern:

* meeting independently with our internal auditingflStour independent registered public accounting fnd managemer
* reviewing and approving or ratifying any relatedsos transactions; ar

e preparing the audit committee report required b Skes.

All audit services to be provided to us and all faanlit services, other than de minimis non-auditises, to be provided to us by our
independent registered public accounting firm nimesapproved in advance by our audit committee.

CODE OF BUSINESS CONDUCT AND ETHICS

We have adopted a written code of business coradutethics that applies to our directors, offi@erd employees, including our principal
executive officer, principal financial officer, pdipal accounting officer or controller, or pers@esforming similar functions. A copy of the
code is posted on the Corporate Governance sedftioar website, which is located at www.concertphawcom. If we make any substantive
amendments to, or grant any waivers from, the addmisiness conduct and ethics for any officerio¥ador, we will disclose the nature of
such amendment or waiver on our website or in eeatireport on Form 8-K.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requires ourctlims and certain officers and holders of more tha¥ of our common stock to file with
the SEC initial reports of ownership of our comnstock and other equity securities on a Form 3 apdnts of changes in such ownership on
a Form 4 or Form 5. These Section 16 reportinggmsrare required by SEC regulations to furnish itis @opies of all Section 16(a) forms
they file. Based solely on a review of the copiesuzh forms received by us, and written reprediemis from certain reporting persons, we
believe that during 2014, our directors, officemsl 40% stockholders complied with all Section 16ila)g requirements applicable to them
with respect to our common stock during that figazdr.

130



Table of Contents

Item 11. Executive Compensation

This section discusses the material elements oéxecutive compensation policies for our “namecdcaiige officers” and the most important
factors relevant to an analysis of these polidigsrovides qualitative information regarding theamner and context in which compensation is
awarded to and earned by our executive officersatbimthe “Summary compensation table” below, ar‘aamed executive officers,” and is
intended to place in perspective the data preséntdn following tables and the corresponding ai@ve.

SUMMARY COMPENSATION TABLE

The following table sets forth information regamglicompensation earned in 2014 and 2013 by ourdeneisand Chief Executive Officer and
our next two highest paid executive officers durd@®j 4. We refer to these individuals as our namxed&ive officers.

Non-equity
incentive plan
All other
Option compensatior compensatior
Salary Bonus awards

Name Year (%) ($) [C)]EH)] (%) (%) Total ($)
Roger D. Tung, Ph.D. 201<  409,56! — 1,210,95 189,094 9,60¢ 1,819,22.

President and Chief Executive Offic 201:  373,17: — — 212,213 8,17¢ 593,56(
Nancy Stuar 2014 329,74 — 595,65( 106,5142 9,60¢ 1,041,51

Chief Operating Office 201  300,05: — — 127,903 8,17¢ 436,13:
Ryan Daws 201¢ 282,35t 97,00(®  1,389,27. 88,6412 47,2245  1,904,50;

Chief Financial Officel

(1) The amounts included in the “Option awards” wwin reflect the aggregate grant date fair valuawards during each year calculated
in accordance with FASB ASC Topic 718. Assumptised in the calculation of these amounts are iredlith Note 7 to the
consolidated financial statements included in #msual report on Form 1-K.

(2) Consists of a cash bonus paid under our 20bg@tive bonus program that was earned as of theo€2014. See the “Narrative
disclosure to summary compensation t” described below for a description of this progre

(3) Consists of a cash bonus paid under our 20E8&tive bonus program that was earned as of theo€2@13 and a cash bonus under
our 2012 executive bonus program that became paydiniing 2013 as the result of the satisfactioa obntingency during 201

(4) Amount shown represents a s-on bonus paid in connection with Mr. D¢ commencement of employment with us in January .

(5) Amount includes $29,417 paid to Mr. Daws in 2014annection with relocation and temporary livingperse reimbursemen
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Narrative disclosure to summary compensation table

Base salaryln 2014, we paid annual base salaries to Dr. Tigg,Stuart and Mr. Daws in the amounts of $409,%329,741 and $282,358,
respectively. We use base salaries to recognizexierience, skills, knowledge and responsibilitexguired of all our employees, including
our named executive officers. None of our namea@tkee officers is currently party to an employmagteement or other agreement or
arrangement that provides for automatic or schelinereases in base salary.

Annual bonusThe compensation committee of our board of directoay, in its discretion, award bonuses to our mbexecutive officers
from time to time. We typically establish annuahhe targets based around a set of specified cdggoals for our named executive officers
and conduct an annual performance review to detertiie attainment of such goals. Our managementnugpse bonus awards to the
compensation committee of the board or the boandgrily based on such review process. Our compemsabmmittee makes the final
determination of the eligibility requirements fardathe amount of such bonus awards. With respetdid, we awarded and paid bonuses of
$189,095 to Dr. Tung, $106,514 to Ms. Stuart argl&87 to Mr. Daws, in each case as determined bga@mpensation committee based on
our achievement of company goals, with such amawpiesenting 87% of their respective bonus targets

Equity incentivesAlthough we do not have a formal policy with respecthe grant of equity incentive awards to oue@xive officers, or ar
formal equity ownership guidelines applicable terth we believe that equity grants provide our ettees with a strong link to our long-term
performance, create an ownership culture and loedfidn the interests of our executives and ourldtolders. In addition, we believe that
equity grants with a timbased vesting feature promote executive reten@oaulse this feature incentivizes our executiveerf§i to remain i
our employment during the vesting period. Accordiing/e typically grant stock option awards at ttersof employment to each executive
officer and our other employees and our compensationmittee and board of directors periodicallyieevthe equity incentive compensation
of our named executive officers and other employgeesfrom time to time may grant equity incentiveaads to them in the form of stock
options.

We award our stock options on the date our boadirettors or compensation committee approves thetg\We set the option exercise price
and grant date fair value based on our per-shaéireasd valuation on the date of grant. For gramtonnection with initial employment,
vesting begins on the initial date of employmenmnd vested stock option grants to our executivesaher employees typically vest 25% on
the first anniversary of grant or, if earlier, ih&ial employment date and 6.25% per quarter taftee, through the fourth anniversary of the
vesting commencement date, and have a term ofd@ y®m the grant date. In June 2014, our comgi@nseommittee granted options to
purchase 203,300, 100,000 and 50,000 shares @boumon stock to Dr. Tung, Ms. Stuart and Mr. Dangspectively, as part of a review of
their overall compensation. In addition, upon tlasing of our initial public offering, or IPO, indbruary 2014, Mr. Daws received an option
to purchase 123,893 shares of our common stock#ithbeen approved by our board of directors imeotion with his initial hire in January
2014. In 2013, we did not grant equity awards tp @nour named executive officers.
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OUTSTANDING EQUITY AWARDS AT YEAR END

The following table sets forth information regamglioutstanding stock options held by our named ekexofficers as of December 31, 2014.

Option awards

Number of securities Option
underlying unexercisec Number of securities eXercise Option
underlying unexercised expiration

Name options (#) exercisable options (#) unexercisabl price ($) date
Roger D. Tung, Ph.D. 28,49t — 1.1c 12/11/201
53,09" — 4.5¢ 12/19/201:
38,052 — 4.4] 12/10/201
29,20: — 3.7¢ 12/14/202
29,8671 9,95¢ 3.5C 12/15/202.
— @ 203,30( 8.4(C 6/10/202-
Nancy Stuar 69,64¢ — 0.57 8/30/201t
35,39¢ — 1.1c 12/11/201
53,09" — 4.5¢ 12/19/201:
34,51 — 4.41 12/10/201
21,23¢ — 3.7¢ 12/14/202
22,129 5,53( 3.5C 12/15/202.
— @ 100,00( 8.4( 6/10/202-
Ryan Daws — 123,89: 14.0¢ 2/19/202-
— @ 50,00( 8.4(C 6/10/202-

(1) This option vested as to 6.25% of the sharelSlarch 15, 2012 and vests as to an additional 6.28%e shares at the end of each
successive thr-month period through and including December 15,32

(2) This option vests as to 25% of the shares on JOn2015 and vests as to an additional 6.25% oftigres at the end of each succes
three-month period through and including June 10, 2(

(3) This option vested as to 25% of the sharesamudry 20, 2015 and vests as to an additional 6.26%e shares at the end of each
successive thr-month period through and including January 20, 2(

EMPLOYMENT AGREEMENTS, SEVERANCE AND CHANGE IN CONT ROL ARRANGEMENTS
Employment agreements

We have entered into employment agreements with eBbr. Tung, Ms. Stuart, Mr. Daws, and Dr. Silvem. The employment agreements
confirm the executive officers’ titles, compensatarrangements, eligibility for benefits made aafaiié to employees generally and also
provide for certain benefits upon termination ofpgoyment under specified conditions. Each named e officer's employment is at wil

Benefits provided upon termination without cause

Under the terms of the employment agreements we eatered into with each of Dr. Tung, Ms. Stuant, Paws, and Dr. Silverman, if an
executive’'s employment is terminated by us withzause and other than as a result of death or tigadiby such executive officer for good
reason, each as defined in such employment agreéepmin to a change of control, as defined in sestployment agreement, and subject to
the executive’s execution of a general releasetdmiial claims against us, we will be obligatedippay an amount equal to his or her then-
current monthly base salary for a period of 12 epany bonus that has been awarded to and eayrfethor her but that has not been paid
before termination, any base salary earned bupaidtthrough the date of termination and any vaaodiime accrued but unused on the dat
termination and (2) continue to provide medical drdtal benefits to the extent that he or she wesiving them at the time of termination
for up to 12 months, subject to certain legal festns.

133



Table of Contents

Benefits provided upon a change of control

Under the terms of the employment agreements we &atered into with each of Dr. Tung, Ms. Stuant, Paws and Dr. Silverman, if the
executive’'s employment is terminated by us or aacessor without cause or by such executive offimegood reason, as defined in such
employment agreement, within one year followindharge of control, as defined in such employmergement, and subject to the
executive’s execution of a general release of piatletiaims against us, in addition to the seveednenefits described above:

« We will be obligated to pay the executive aroamt equal to his or her target bonus, ratablycooedance with the severance
payment

» If the change of control constitutes a chamgeur ownership or effective control, or a changéie ownership of a substantial
portion of our assets, each within the meaningreb$ury Regulation Section 409A, or a 409A charigmuotrol event, we will be
obligated to pay the severance payment and tacgetds in a lump sum payme

In addition, if a change of control, as definedirth employment agreement, occurs and within oaefgdowing such change of control we
or our successor terminate the executive's employmier than for cause, as defined in such empémyragreement, or the executive’s
employment ends on death or disability, or the ettee terminates his or her employment for goodoeaas defined in such employment
agreement, all stock options held by the execwtiddmmediately vest in full.

Other agreements

We have also entered into employee confidentialibn-competition and proprietary information agreets with each of our named
executive officers. Under the employee confideityiahon-competition and proprietary informatiorregments, each named executive officer
has agreed (1) not to compete with us during hiseoremployment and for a period of one year dftetermination of his or her employme

(2) not to solicit our employees during his empl@yrnand for a period of one year after the ternomadf his or her employment, (3) to
protect our confidential and proprietary informatiand (4) to assign to us related intellectual priypdeveloped during the course of his or
her employment.

401(K) retirement plan

We maintain a 401(k) retirement plan that is intsthtb be a tax-qualified defined contribution plender Section 401(K) of the Internal
Revenue Code. In general, all of our employeesligible to participate, beginning on the first dzfythe month following commencement of
their employment. The 401(k) plan includes a satkferral arrangement pursuant to which participamiy elect to reduce their current
compensation by up to the statutorily prescribedt]iequal to $18,000 in 2015, and have the amotitite reduction contributed to the 401
plan. Participants over the age of 50 are entitbeah additional catch-up contribution up to tretwtiorily prescribed limit, equal to $6,000 in
2015. Currently, we match 50% of employee contrdng up to 6% of the employee’s salary, subjethéostatutorily prescribed limit, equal
to $7,950 in 2015. The match immediately vestalh f
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DIRECTOR COMPENSATION

In December 2013, our board of directors approvdulextor compensation program that became effectivthe time of our IPO in February
2014. Under this director compensation programpaeour non-employee directors retainers in caabhEBon-employee director receives a
cash retainer for service on the board of direcaoi$ for service on each committee of which thealor is a member. The chairmen of the
board and of each committee receive higher retaiftgrsuch service. These fees are payable quaiteakrears. The fees paid to non-
employee directors for service on the board ofatines and for service on each committee of thedo#directors of which the director is a
member are as follows:

Chairman
Member
Annual Annual
Fee Fee
Board of Directors $30,00( $60,00(
Audit Committee $ 7,50( $15,00(
Compensation Committe $ 5,00( $10,00(
Nominating and Corporate Governance Comm $ 3,00( $ 7,00(

We also reimburse our non-employee directors fasaaable travel and out-pbcket expenses incurred in connection with atregnbtoard o
director and committee meetings.

In addition, under our director compensation progreach new non-employee director elected to oardof directors receives an option to
purchase 25,000 shares of our common stock. Eatttesé options will vest in equal quarterly insteghts over a three-year period measured
from the date of grant, subject to the directooatnued service as a director, and will becomea@sable in full upon a change in control of
our company. Further, on the date of the first doaeeting held after each annual meeting of stddns, each non-employee director that
has served on our board of directors for at ldasnenths will receive an option to purchase 10,888res of our common stock. Each of
these options will vest in equal quarterly instalhts over a one-year period measured from theadapeant, subject to the director’s
continued service as a director, and will beconer@sable in full upon a change in control of oompany. The exercise price of these
options will equal the fair market value of our goon stock on the date of grant.

This policy is intended to provide a total compeimsapackage that enables us to attract and rqtailified and experienced individuals to
serve as directors and to align our directors'rggts with those of our stockholders.

Prior to our IPO in February 2014, we did not haviermal non-employee director compensation polowever, we provided compensation
for board service to Richard H. Aldrich, Ronald Barrett and Peter Barton Hutt in the form of anwadrtash retainer and an equity stock
option grant. Mr. Hutt received additional cash pemsation for his service on board committees. Nifrmir other non-employee directors
received any compensation prior to our IPO, thowghreimbursed our non-employee directors for realsientravel and out-of-pocket
expenses incurred in connection with attending doédirector and committee meetings.

In accordance with our director compensation pnograe granted options to purchase 25,000 sharesrafommon stock to each of Wendell
Wierenga and Thomas G. Auchincloss, Jr., in Ma@h2and December 2014, respectively, in conneetitimtheir appointments to our
board of directors. We did not grant any other ggbased awards to our non-employee directors duzii4.

The compensation of our non-employee directors poi@ur IPO was established through arm’s lengtotiation, taking into account the
responsibilities of each director and the direggpalifications and prior experience and indudata for such positions. This compensation
was approved by our compensation committee. Wadalighay any compensation to our President and Exetutive Officer in connection
with his service on our board of directors prioota IPO. The compensation that we paid to ouri®ees and Chief Executive Officer in 20
is discussed above in this “Executive compensatsation.
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The following table sets forth information regarmglicompensation earned by our non-employee dirediaiag 2014.

Fees earned or pai
Option awards ($,
1

Name in cash ($) Total ($)
Richard H. Aldrich 70,59( — 70,59(
Thomas G. Auchincloss, . 897 184,89: 185,79(
Ronald W. Barrett, Ph.L 38,82¢ — 38,82¢
John G. Freund, M.C 33,094 — 33,09
Peter Barton Hul 32,64¢ — 32,64¢
Wilfred E. Jaeger, M.C 37,50¢ — 37,50¢
Helmut M. Schiihsler, Ph.[ 39,71: — 39,71:
Wendell Wierenga, Ph.I 26,40( 217,42¢ 243,82¢

(1) The amounts included in the “Option awards” wwin reflect the aggregate grant date fair valuawards granted during 2014
calculated in accordance with FASB ASC Topic 7X8ufptions used in the calculation of these amanetincluded in Note 7 to the
consolidated financial statements included in #rigual report on Form 1-K. As of December 31, 201

Mr. Aldrich held stock options to purchase 21,2B6rgs of common stock in the aggregate, which wesé&d in full;
Dr. Barrett held stock options to purchase 31,8b&rss of common stock in the aggregate, which weséed in full;
Mr. Hutt held stock options to purchase 36,279 skaf common stock in the aggregate, which wetted és full;

Dr. Wierenga held a stock option to purchase 25 §lfres of common stock, which was vested as 50 6}2ares, with th
remaining shares scheduled to vest in equal quigrtestallments from March 13, 2015 to March 13120 and

Mr. Auchincloss held a stock option to purchas®@6,shares of common stock, which was schedulbesktdn equal quarterl
installments over a thr-year period through and including December 11, 2(

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

None of our executive officers serves, or in thsthas served, as a member of the board of dissotatompensation committee, or ot
committee serving an equivalent function, of angiteithat has one or more executive officers whvas@s members of our board of directors
or our compensation committee. None of the memdieosir compensation committee is an officer or eyeé of our company, nor have tl
ever been an officer or employee of our company.

Item 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regamglithe beneficial ownership of our common stockfasebruary 20, 2015 by:

each person, or group of affiliated persons, wHamwvn by us to beneficially own more than 5% of common stock
each of our named executive office
each of our directors; ar

all of our directors and executive officers as augr.
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Beneficial ownership is determined in accordandé wie rules and regulations of the SEC. Theses ggmerally attribute beneficial
ownership of securities to persons who possesssalkeared voting power or investment power wipeet to those securities and include
shares of common stock issuable upon the exerts®eak options that are immediately exercisablearcisable within 60 days after
February 20, 2015. Except as otherwise indicatiédf ¢he shares reflected in the table are shafesmmon stock and all persons listed
below have sole voting and investment power wiipeet to the shares beneficially owned by themjestibto community property laws,
where applicable. The information is not necesganificative of beneficial ownership for any othperrpose.

The percentage ownership calculations for benéfizisership are based on 18,274,151 shares of constogk outstanding as of
February 20, 2015. Except as otherwise indicatéderiable below, addresses of named beneficiakosvare in care of Concert
Pharmaceuticals, Inc., 99 Hayden Avenue, Suite Bexington, Massachusetts 02421.

In computing the number of shares of common staeieficially owned by a person and the percentageeoship of that person, we deemed
outstanding shares of common stock subject to eptield by that person that are currently exertésabexercisable within 60 days after
February 20, 2015. We did not deem these sharstaoding, however, for the purpose of computingoreentage ownership of any other
person.

Percentage
Number of of shares
shares beneficially
beneficially
Name of beneficial owne owned owned
5% Stockholder
Entities affiliated with TVM Capita(®) 1,483,67. 8.1%
Entities affiliated with GlaxoSmithKlin() 1,356,53: 7.4%
Skyline Venture Partners Qualified Purchaser FMyd.IP. ®) 1,208,92 6.6%
Entities affiliated with BVF, Inc® 1,206,45! 6.6%
Entities affiliated with Three Arch Partne®) 1,138,85. 6.2%
Executive Officers and Directo
Roger D. Tung, Ph.L®) 802,94t 4.4%
Nancy Stuar(”) 241,86t 1.3%
Ryan Daws(®) 38,711 *
Richard H. Aldrich®) 472 ,56: 2.6%
Thomas G. Auchinclos(10) 2,08: *
Ronald W. Barrett, Ph.[(11) 31,85t e
John G. Freund, M.L(12) 1,208,92I 6.6%
Peter Barton Hui3) 40,70: S
Wilfred E. Jaeger, M.C(4) 1,138,85. 6.2%
Helmut M. Schiihsler, Ph.[(15 1,483,67; 8.1%
Wendell Wierenga, Ph.[(16) 24,26( *
All current executive officers and directors asraug (13 persons(?) 5,643,35! 29.8%

* Represents beneficial ownership of less than 1&upbutstanding stocl

(1) Consists of 1,104,969 shares of common stddkhyeTVM Life Science Ventures VI GMBH & Co. K@ 878,703 shares of common
stock held by TVM Life Science Ventures VI LP.adra Goll, Helmut Schiihsler, Hubert Birner, Stefascher and Axel Polack are
members of the investment committee of TVM Lifn8eiVentures VI Management Limited Partnershigpexial limited partner of
TVM Life Science Ventures VI GMBH & Co. KG and TMfé@ Science Ventures VI LP with voting and disipasipower over the shar
held by those entities. TVM Life Science Venturl&agement Limited Partnership and these indivislgach disclaim beneficial
ownership of such shares except to the extentyopaouniary interest therein. The address for eaidne individuals and entities listed
above is c/o TVM Capital GmbH, Maximilianstrasse Bbtrance C, 80539 Munich, Germai
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(4)

()

(6)

(7)
(8)

Based on information set forth in a Schedule 188l fivith the Securities and Exchange CommissioRetmuary 13, 2015 b
GlaxoSmithKline plc. Consists of 1,179,941 shafesommon stock held by Glaxo Group Limited and 395 shares of common stock
held by S.R. One, Limited, each of which is a wimNned subsidiary of GlaxoSmithKline plc. The addrof these entities is 980 Great
West Road, Brentford, Middlesex, United Kingdom B@ES.

Based on information set forth in a Schedule 188l fwith the Securities and Exchange CommissioRatmuary 17, 2015 by tr
following entities and individuals. John G. Freuamad Yasunori Kaneko are the Managing Members dfrtg&kyenture Management [
LLC, which is the sole general partner of SkylirmNire Partners Qualified Purchaser Fund IV, L#&hd as such Drs. Freund al
Kaneko may be deemed to share voting and dispagitiwer with respect to all shares held by Skyeature Partners Qualifie
Purchaser Fund IV, L.P. Each of Drs. Freund and &lemdisclaims beneficial ownership of such shaxeggt to the extent of al
pecuniary interest therein. The address for eacthefindividuals and entities listed above is 525vdrsity Ave, Suite 610, Palo Al
California 94301.

Based on information set forth in a Schedule 188l fivith the Securities and Exchange CommissioBaptember 12, 2014 by t
following entities and individual. Consists of%99,400 shares of common stock beneficially owyesidtechnology Value Fund, L.
(“BVF"), (ii) 289,828 shares of common stock bengfily owned by Biotechnology Value Fund I, L.B{F2"), (iii) 155,990 shares ¢
common stock beneficially owned by Investment 10CLand(“ILL10") and (iv) 201,241 shares of common stock benefjoidined b
MSI BVF SPV, LLC*MSI”). BVF Partners L.P. (“Partners”) as the genat partner of BVF and BVF2, and the investment seivof
each of ILL10 and MSI, may be deemed to beneffaiaiin the 1,206,459 shares of common stock besifioivned in the aggregate
BVF, BVF2, ILL10 and MSI. BVF Inc., as the gengaitner of Partners, may be deemed to benefic@ln the 1,206,459 shares
common stock beneficially owned by Partners. Markampert, as a director and officer of BVF Incaynbe deemed to beneficially
own the 1,206,459 shares of common stock benéfioiained by BVF Inc. Each of Partners, BVF Inc. &d Lampert disclaims
beneficial ownership of the shares of common gbecieficially owned by BVF, BVF2, ILL10 and MSI. Bldress for MSI is c/o
Magnitude Capital, LLC, 601 Lexington Avenue, 39tior, New York, NY 10022 and the address for edc¢he other entities and f
Mr. Lampert is 900 North Michigan Avenue, Suite@,10hicago, lllinois 60611

Based on information set forth in a Schedule 188l fivith the Securities and Exchange CommissioRatmmuary 17, 2015 by tF
following entities and individuals. Consists of 386 shares of common stock held by Three ArcmPBestV, L.P., 540,375 shares
common stock held by Three Arch Partners I, L2B,052 shares of common stock held by Three Asshatates llI, L.P. and 12,301
shares of common stock held by Three Arch Asssdiid..P. The voting and dispositive decision$wéispect to the shares held by
Three Arch Associates lll, L.P. and Three Arch Rars lll, L.P., are made by the following managmgmbers of their general partn:
Three Arch Management Ill, L.L.C.: Mark Wan andfWéd Jaeger, each of whom disclaims beneficial ashrip of such shares except
to the extent of any pecuniary interest thereire Yoting and dispositive decisions with respethéoshares held by Three Arch
Partners IV, L.P. and Three Arch Associates IV, laf@ made by the following managing members af general partner, Three Arc
Management IV, L.L.C.: Mark Wan and Wilfred Jaegarch of whom disclaims beneficial ownership ohslares except to the ext
of any pecuniary interest therein. The addressHerfunds affiliated with Three Arch Partners i9982Alpine Road, Portola Valley, CA
94028.

In addition to shares of common stock held diredtigludes 134,761 shares of common stock heldédRRoger D. Tung 2011 GRAT,
which Dr. Tung is the sole trustee, 12,389 shafemmon stock held by the RD Tung Irrevocable T faswhich Dr. Tung's wife is a
co-trustee, and 13,274 shares of common stockldyelde Tung Family Investment Trust, for which Tiung is a co-trustee. Includes
152,707 shares of common stock issuable upon #reise of options exercisable within 60 days aftebruary 20, 2015

In addition to shares of common stock held diredtigludes 231,866 shares of common stock issugdaa the exercise of optio
exercisable within 60 days after February 20, 2(

Consists of 38,717 shares of common stock issusplole exercise of options exercisable within 60 ddiex February 20, 201¢
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(15)

(16)
(17)

In addition to shares of common stock held diredtigludes 61,946 shares of common stock heldttg Biear Associates, Inc

formerly known as RA Capital Associates, Inc., loithv Mr. Aldrich is the sole stockholder, and 8 54Mhares of common stock held
the Richard H. Aldrich Irrevocable Trust of 201ar fvhich Mr. Aldrich is a trustee and Mr. Aldrichiainor children are beneficiaries.
Mr. Aldrich disclaims beneficial ownership of susthares except to the extent of any pecuniary isterg therein. Includes 21,2:
shares of common stock issuable upon the exertiggtions exercisable within 60 days after Febru2@y 2015

Consists of 2,083 shares of common stock issuglole the exercise of options exercisable within &@sdafter February 20, 201
Consists of 31,855 shares of common stock issugloie the exercise of options exercisable withinl&gs after February 20, 201
Consists of the shares described in notelfdya. Dr. Freund is a Managing Member of Skylinat\iee Management IV, LLC, which is
the sole general partner of Skyline Venture Padr@ualified Purchaser Fund IV, L.P., and as sucly madeemed to share voting and
dispositive power with respect to all shares heldSlyline Venture Partners Qualified Purchaser FIMdL.P. Dr. Freund disclaims
beneficial ownership of such shares except to xtene of any pecuniary interest therein. Dr. Frelsnaddress is 525 University Ave,
Suite 610, Palo Alto, California 9430

Includes 36,279 shares of common stock issuable tifoexercise of options exercisable within 60sd&yer February 20, 201!
Consists of the shares described in notelf@ya. Dr. Jaeger is a managing member of Three Mahagement Ill, L.L.C, the general
partner of Three Arch Associates Ill, L.P. and Thfech Partners lll, L.P., and Three Arch Managetr®st L.L.C, the general partne
of Three Arch Partners IV, L.P. and Three Arch Asses IV, L.P. Dr. Jaeger disclaims beneficial enship of such shares except to
the extent of any pecuniary interest therein. iege’s address is 3200 Alpine Road, Portola Valley, @823.

Consists of the shares described in notelf@yea. Dr. Schiihsler is a member of the investme@mtdttee of TVM Life Science Ventures
VI Management Limited Partnership, the general partof TVM Life Science Ventures VI GMBH & Co. K&l dVM Life Science
Ventures VI LP, and as such Dr. Schiihsler may bendd to share voting and dispositive power witpeesto all shares held by these
entities Dr. Schiihsler disclaims beneficial owngrsif such shares except to the extent of any paguimterest therein.

Dr. Schiihsl€’s address is c/o TVM Capital GmbH, Maximilianste88, Entrance C, 80539 Munich, Germa

Includes 11,871 shares of common stock issuable tifoexercise of options exercisable within 60sd&yer February 20, 201!
Includes 692,020 shares of common stock issualae tife exercise of options exercisable within 6@sd#ter February 20, 201
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER OUR EQUITY COMPENSATION PLANS

The following table provides information about gexurities authorized for issuance under our eaquitgpensation plans as of December 31,
2014.

Number of Number of securities
securities to be remaining available
issued upon exercis Weighted-average for future issuance
exercise price of under equity
of outstanding outstanding options compensation plans
options, warrants (excluding securities
Plan category and rights warrants and rights reflected in column (a)
. . @) (b) ©
Equity compensation plans approved by sec
holders 2,688,931 $ 6.04 1,135,954
Equity compensation plans not approved by
security holder: — — —
Total 2,688,93 $ 6.04 1,135,95

(1) Consists of stock options outstanding as ofdbdwer 31, 2014 under our Amended and Restated 2@@& Option and Grant Plan and
our 2014 Stock Incentive Plan, which we refer toh@s2006 Plan and the 2014 Plan, respecti

(2) Consists of shares of common stock authorizetbuthe 2014 Plan that remained available fortgrader future awards as of
December 31, 2014. This amount does not includedditional 729,363 shares that became availablssoance under the 2014 Plan
on January 1, 2015 in accordance with the terntkeo014 Plan. The number of shares available uhée2014 Plan is subject to
further increase by (i) the number of shares ofammmon stock subject to outstanding awards urige2006 Plan that expire, termin
or are otherwise surrendered, cancelled, forfete@purchased and (ii) further annual increageBetadded on January 1 of each year,
from and after 2016 through 2024, in each caseléquhe lowest of (a) 2,000,000 shares of our camistock, (b) 4% of the number
our outstanding shares on January 1 of each sscdhl fiear and (c) an amount determined by our bofaditectors.

Item 13. Certain Relationships and Related Transaains, and Director Independence

The following is a description of transactions sidanuary 1, 2014 to which we have been a partlyirawhich any of our directors, execut
officers or beneficial owners of more than 5% of woting securities, or affiliates or immediate fgnmembers of any of our directors,
executive officers or beneficial owners of morenttadb of our voting securities, had or will haveiedt or indirect material interest. We
believe the terms obtained or consideration thapaid or received, as applicable, in connectiomwie transactions described below were
comparable to terms available or the amounts tlbatdvbe paid or received, as applicable, from wateel third parties.

SEVERANCE AND CHANGE IN CONTROL AGREEMENTS

See the “Item 11. Executive Compensation—EMPLOYMBEANGREEMENTS, SEVERANCE AND CHANGE IN CONTROL
ARRANGEMENTS” above for a discussion of these agements.

INDEMNIFICATION OF OFFICERS AND DIRECTORS

Our certificate of incorporation provides that widl mdemnify our directors and officers to the ledt extent permitted by Delaware law. In
addition, we have entered into indemnification agnents with each of our directors and executivie@f$ that may be broader in scope than
the specific indemnification provisions containadhie Delaware General Corporation Law. These imdération agreements require us,
among other things, to indemnify each such direaimt executive officer for some expenses, includitgrneys’ fees, judgments, fines and
settlement amounts incurred by him or her in aripaor proceeding arising out of his or
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her service as one of our directors or executifieat. In addition, we maintain standard poliaé$nsurance under which coverage is
provided to our directors and officers againstéssarising from claims made by reason of breaautf or other wrongful act, and to us with
respect to payments which may be made by us todivettors and officers pursuant to the above indéoation provisions or otherwise as a
matter of law.

PURCHASES IN INITIAL PUBLIC OFFERING

In our IPO, beneficial owners of more than 5% af woting securities and their affiliates purchasedaggregate of 831,000 shares of
our common stock at the IPO price of $14.00 perestighe following table sets forth the number adrgls of our common stock purchased
and the aggregate cash purchase price paid byogdohse entities in our IPO.

Shares of

Common
Purchasel Stock Purchase Prict
Brookside Capital Partners Fund, L.P. 350,00t $ 4,900,001
S.R. One, Limitec 35,00( $ 490,00(
Skyline Venture Partners Qualified Purchaser Fuhd.IP. 150,00( $ 2,100,001
Entities affiliated with Three Arch Partne(@ 207,00( $ 2,898,00
Entities affiliated with TVM Capita® 89,00( $ 1,246,00i

(1) John G. Freund, a member of our board of direct@s Managing Member of Skyline Venture ManageméritLC, which is the sol
general partner of Skyline Venture Partners QuadifPurchaser Fund 1V, L.

(2) The purchase amounts disclosed on this linsisbof the aggregate purchase amounts of Threb Associates lll, L.P., Three Arch
Partners Ill, L.P., Three Arch Associates IV, LaRd Three Arch Partners IV, L.P. Wilfred E. Jaegemember of our board
directors, is a managing member of Three Arch Mamagnt 111, L.L.C, the general partner of Three AA$sociates lll, L.P. and Three
Arch Partners Ill, L.P., and Three Arch ManagemihtL.L.C, the general partner of Three Arch Pars/, L.P. and Three Arc
Associates IV, L.F

(3) The purchase amounts disclosed on this linsisbof the aggregate purchase amounts of TVM&dfence Ventures VI GMBH & Co.
KG and TVM Life Science Ventures VI LP. Helmut dhisler, a member of our board of directors, member of the investme
committee of TVM Life Science Ventures VI Managetieited Partnership, the general partner of TVMeLScience Ventures VI
GMBH & Co. KG and TVM Life Science Ventures VI

POLICIES AND PROCEDURES FOR RELATED PERSON TRANSACTIONS

Our board of directors has adopted a written rdlpgrson transaction policy to set forth policiad arocedures for the review and approval
or ratification of related person transactions.slplicy covers any transaction, arrangement aticglship, or any series of similar
transactions, arrangements or relationships, irchvihie were or are to be a participant, the amowmived exceeds $120,000, and a related
person had or will have a direct or indirect maikeinterest, including, without limitation, purclessof goods or services by or from the rel:
person or entities in which the related personahamterial interest, indebtedness, guaranteeslebtedness and employment by us of a
related person.

Our related person transaction policy contains gtxars for any transaction or interest that is cmisidered a related person transaction L
SEC rules as in effect from time to time. In adlitithe policy provides that an interest arisiniglgdrom a related person’s position as an
executive officer of another entity that is a pap@nt in a transaction with us will not be subjiecthe policy if each of the following
conditions is met:

» the related person and all other related persomsiothe aggregate less than a 10% equity intéresich entity
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» the related person and his or her immediatélyamembers are not involved in the negotiationttef terms of the transaction with
us and do not receive any special benefits asudt ighe transaction; ar

» the amount involved in the transaction equeds than the greater of $200,000 or 5% of the dmgymass revenue of the company
receiving payment under the transacti

The policy provides that any related person tratia@roposed to be entered into by us must bertegp@o our General Counsel and will be
reviewed and approved by our audit committee imatance with the terms of the policy, prior to effeeness or consummation of the
transaction whenever practicable. The policy presithat if our chief financial officer determinéat advance approval of a related person
transaction is not practicable under the circuntstanour audit committee will review and, in itsatetion, may ratify the related person
transaction at the next meeting of the audit cotemitThe policy also provides that alternatively; chief financial officer may present a
related person transaction arising in the timeguebetween meetings of the audit committee to tadr of and audit committee, who will
review and may approve the related person tramsactubject to ratification by the audit commitetehe next meeting of the audit
committee.

In addition, the policy provides that any relatedgon transaction previously approved by the axaditmittee or otherwise already existing
that is ongoing in nature will be reviewed by thigliacommittee annually to ensure that such relpgrdon transaction has been conducted in
accordance with the previous approval granted byatidit committee, if any, and that all requirestttisures regarding the related person
transaction are made.

The policy provides that transactions involving gamnsation of executive officers will be reviewedl @pproved by our compensation
committee in the manner to be specified in thetehaf the compensation committee.

A related person transaction reviewed under thigypwvill be considered approved or ratified ifistauthorized by the audit committee in
accordance with the standards set forth in thecpatiter full disclosure of the related persontiests in the transaction. As appropriate for
the circumstances, the policy provides that theétaanmittee will review and consider:

» the related pers(s interest in the related person transaci
» the approximate dollar value of the amount involirethe related person transacti

» the approximate dollar value of the amounthef telated person’s interest in the transactiohaut regard to the amount of any
profit or loss;

« whether the transaction was undertaken in the ardioourse of business of our compa

» whether the transaction with the related persqgmaposed to be, or was, entered into on termss®féorable to us than the te
that could have been reached with an unrelated farty;

» the purpose of, and the potential benefits to utheftransaction; ar

» any other information regarding the relatedspartransaction or the related person in the cowofethe proposed transaction that
would be material to investors in light of the cinastances of the particular transacti

The policy provides that the audit committee wélview all relevant information available to it abbde related person transaction. The pc
provides that the audit committee may approve tifiyrene related person transaction only if theiaadmmittee determines that, under all of
the circumstances, the transaction is in, or ismminsistent with, our best interests. The pofioyvides that the audit committee may, in its
sole discretion, impose such conditions as it desppsopriate on us or the related person in cororeetith approval of the related person
transaction.
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DIRECTOR INDEPENDENCE

Rule 5605 of the NASDAQ Listing Rules requires garity of a listed company’s board of directorshi® comprised of independent directors
within one year of listing. In addition, the NASDAI(Qsting Rules require that, subject to specifigdaptions, each member of a listed
company’s audit, compensation and nominating amparate governance committees be independent wkit@mmittee members also
satisfy independence criteria set forth in Rule 10énder the Exchange Act and that compensationmitiee members also satisfy
heightened independence requirements containdx iNASDAQ Listing Rules as well as Rule 10C-1 urttierExchange Act.

Under Rule 5605(a)(2), a director will only qualdg an “independent directaf; in the opinion of our board of directors, therson does n
have a relationship that would interfere with tlereise of independent judgment in carrying outrésponsibilities of a director.

In order to be considered independent for purpos&aile 10A-3, a member of an audit committee li$t@d company may not, other than in
his or her capacity as a member of the audit cotamithe board of directors, or any other boardrdtee, accept, directly or indirectly, any
consulting, advisory, or other compensatory feenftbe listed company or any of its subsidiariestberwise be an affiliated person of the
listed company or any of its subsidiaries.

When determining the independence of the membeararofompensation committee under the heighterdgpendence requirements
contained in the NASDAQ Listing Rules and Rule 10@ur board of directors is required to considefaators specifically relevant to
determining whether a director has a relationshth ws that is material to that director’s abilitybe independent from management in
connection with the duties of a compensation cotemimember, including, but not limited to: (1) #wrce of compensation of that director,
including any consulting, advisory or other comeasy fee paid by us to that director; and (2) wkethat director is affiliated with our
company, a subsidiary of our company or an aféliat a subsidiary of our company.

In December 2013, our board of directors underto&view of the composition of our board of direstand its committees and the
independence of each director. In January 2014¢M2014 and December 2014, our board of directothdr considered the independence
of John G. Freund, Wendell Wierenga and Thomasu&hihcloss, Jr., respectively, in connection witkit respective appointments to our
board of directors. Based upon information requkftam and provided by each director concerningolaiskground, employment and
affiliations, including family relationships, oupbrd of directors has determined that each of oactbrs, with the exception of Dr. Tung, is
an “independent director” as defined under Rule5%&f§2) of the NASDAQ Listing Rules. Our board afettors also determined that
Thomas G. Auchincloss, Jr., John G. Freund andrédIE. Jaeger, who comprise our audit committeg Riohard H. Aldrich, Ronald W.
Barrett and Wilfred E. Jaeger, who comprise our pensation committee, satisfy the independence atdador such committees established
by the SEC and the NASDAQ Listing Rules, as appliealn making such determinations, our board oéators considered the relationships
that each such non-employee director has with ompany and all other facts and circumstances oarchof directors deemed relevant in
determining independence, including the benefimiahership of our capital stock by each non-emplajiesctor.
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Item 14. Principal Accountant Fees and Service
AUDITORS' FEES

The following table summarizes the fees Ernst & N@WlLLP, our independent registered public accognfiim, billed to us for each of the
last two fiscal years.

Fee Category 2014 2013
Audit Feed?) $325,00( $785,00(
Audit-Related Fee — —
Tax Feed? 13,50( 12,00(
All Other Fees 2,00( —
Total Fees $340,50( $797,00(

(1) Audit fees for 2014 and 2013 consist of fees fertidit of our consolidated financial statementd #re review of our interim financi
statements. Audit fees for 2013 also includesftareservices associated with our IP
(2) Tax fees consists of fees incurred for tax compéaand tax return preparatiol

All such accountant services and fees were preeapgrby our audit committee in accordance with"Bre-Approval Policies and
Procedures” described below.

PRE-APPROVAL POLICIES AND PROCEDURES

The audit committee of our board of directors hdmpded policies and procedures for the pre-approfvalidit and non-audit services for the
purpose of maintaining the independence of ourpeddent auditor. We may not engage our indeperaigtitor to render any audit or non-
audit service unless either the service is appravedivance by the audit committee, or the engagetoaender the service is entered into
pursuant to the audit committee’s pre-approvalqgiedi and procedures. Notwithstanding the foreggingrapproval is not required with
respect to the provision of services, other thatitateview or attest services, by the independeuitor if the aggregate amount of all such
services is no more than 5% of the total amourd pgius to the independent auditor during the figear in which the services are provided,
such services were not recognized by us at thedirttee engagement to be non-audit services artud srwices are promptly brought to the
attention of the audit committee and approved paarompletion of the audit by the audit committee.

From time to time, our audit committee may pre-apprservices that are expected to be provided by ke independent auditor during the
following 12 months. At the time such pre-approgajranted, the audit committee must identify thetipular pre-approved services in a
sufficient level of detail so that our managemeiltmot be called upon to make a judgment as tottwiea proposed service fits within the
pre-approved services and, at each regularly stdedoeeting of the audit committee following sugpval, management or the
independent auditor shall report to the audit cottemiregarding each service actually provided tpursuant to such pre-approval.

The audit committee has delegated to its chairharatithority to grant pre-approvals of audit or-aoidit services to be provided by the
independent auditor. Any approval of services leydhairman of the audit committee is reported ¢odbmmittee at its next regularly
scheduled meeting.
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PART IV

ITEM 15. Exhibits and Financial Statement Schedule

(1) Financial Statemen

Our consolidated financial statements are set fartPart Il, Item 8 of this Annual Report on Fori®-K and are incorporated herein by
reference.

(2) Financial Statement Schedu

Schedules have been omitted since they are eitteéequired or not applicable or the informatiomikerwise included herein.
(3) Exhibits

The exhibits filed as part of this Annual ReportFmrm 10-K are listed in the Exhibit Index immedigtpreceding such Exhibits, which
Exhibit Index is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to
be signed on its behalf by the undersigned, theoeduly authorized, on March 2, 2015.

CONCERT PHARMACEUTICALS, INC

By: /s/ Roger D. Tung

Roger D. Tung, Ph.D.

President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bbélptihe following persons on
behalf of the registrant and in the capacities@mthe dates indicated:

Signature

/s/ Roger D. Tung

Roger D. Tung, Ph.C

/s/ Ryan Daws

Ryan Daws

/s/ Pauline McGowan

Pauline McGowal

/s/ Richard H. Aldrich

Richard H. Aldrich

/sl Thomas G. Auchincloss

Thomas G. Auchinclos

/s/ Ronald W. Barrett

Ronald W. Barrett, Ph.L

/s/ John G. Freund

John G. Freund, M.C

/s/ Peter Barton Hutt

Peter Barton Hul

/s/ Wilfred E. Jaeger

Wilfred E. Jaeger, M.C

/s Helmut M. Schiihsler

Helmut M. Schiihsler, Ph.L

/sl Wendell Wierenga

Wendell Wierenga, Ph.L

Title

Director, President and Chief Executive Officer
(Principal Executive Officer)

Chief Financial Officer (Principal Financial
Officer)

Vice President, Finance and Corporate Controller
(Principal Accounting Officer)

Chairman

Director

Director

Director

Director

Director

Director

Director

146

Date

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015

March 2, 2015
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Exhibit
number
3.1
3.2
4.1

10.1

10.2

10.3 #

104 #

105 #

10.6 #

10.7 #

10.8 #

10.9#

10.10 #

10.11 #

EXHIBIT INDEX

Description

Restated Certificate of Incorporation of the Ragist (incorporated by reference to Exhibit 3.1he Registrant’s current
report on Form -K (File No. 00:-36310) filed with the SEC on February 20, 20

Amended and Restated Bylaws of the Registrant (purated by reference to Exhibit 3.2 to the Regigts current report on
Form &K (File No. 00--36310) filed with the SEC on February 20, 20

Specimen certificate evidencing shares of commaocksiincorporated by reference to Exhibit 4.1 te Registrant’s
registration statement on Forr-1 (File No. 33-193335), filed with the SEC on February 3, 20

Third Amended and Restated Registration Rights ément, dated as of June 1, 2009, as amended (areted by reference
to Exhibit 10.1 to the Registrant’s registratioatestment on Form S-1 (File No. 3393335), filed with the SEC on January
2014)

Warrant to purchase shares of Series C ConveRitdéerred Stock issued by the Registrant to Hescligsehnology Growth
Capital, Inc. (incorporated by reference to Exhilfit2 to the Registrant’s registration statemenfom S-1 (File No. 333-
193335), filed with the SEC on January 13, 2C

Amended and Restated 2006 Stock Option and Grant Bs amended (incorporated by reference to Ext03 to the
Registrar’s registration statement on Forr-1 (File No. 33-193335), filed with the SEC on January 13, 2(

Form of Incentive Stock Option Agreement under 288&ck Option and Grant Plan (incorporated by exfee to Exhibit 10.
to the Registrar’s registration statement on Fori-1 (File N0.332-193335) filed with the SEC on January 13, 20:

Form of Nonstatutory Stock Option Agreement und@&@Stock Option and Grant Plan (incorporated fgremce to Exhibit
10.5 to the Registra’s registration statement on Fori-1 (File No. 33-193335), filed with the SEC on January 13, 2(

2014 Stock Incentive Plan (incorporated by refeegiocExhibit 10.6 to the Registrant’s registratstatement on Form S-1
(File No. 33:-193335), filed with the SEC on February 3, 20

Form of Incentive Stock Option Agreement under 281gck Incentive Plan (incorporated by referencExbibit 10.7 to the
Registrar’s registration statement on Forr-1 (File N0.333-193335) filed with the SEC on February 3, 201

Form of Nonstatutory Stock Option Agreement und&£Stock Incentive Plan (incorporated by referendexhibit 10.8 to
the Registrars registration statement on Fori-1 (File N0.333-193335) filed with the SEC on February 3, 201

Amended and Restated Employment Agreement, datefllase 13, 2014, by and between the RegistrahRager D. Tung,
(incorporated by reference to Exhibit 99.1 to threggRtrant’s current report on Form 8-K (File No16®86310) filed with the
SEC on June 16, 201

Amended and Restated Employment Agreement, datefidauary 13, 2014, by and between the RegistirethNancy Stua
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Exhibit 10.11

CoNCERT

Pharmaceuticals Inc.

June 16, 2014
D. Ryan Daws
clo
Concert Pharmaceuticals, Inc.
99 Hayden Avenue, Suite 500
Lexington, MA 02421

Dear Mr. Daws:

This agreement revises the terms of your contiramegloyment as Chief Financial Officer of ConceraiPhaceuticals, Inc. (the “
Company ” or “ Concert ” and, with you, the ‘Parties”) reporting to the Company’s Chief Executive Officeffective as of June 10, 2014
(the “Effective Date ). You agree to continue to perform the dutieyafir position and such other duties as the ComgaBgard of
Directors (the ‘Board ") may reasonably assign to you from time to time.

At Concert you will develop strategies for compdimancing and represent the Company on financidl@mporate strategy matters in
dealings with investors and analysts, includingliputifferings the Company may pursue. You will s£as a key advisor to the Chief
Executive Officer and Board of Directors and assish the development and execution of the ovestaditegy and direction of the Company.
Also, you will lead all financial operations of tatempany, including financial planning and budggtiaccounting and reporting, and
investment management. In addition, as the Compayrequire, you will lead business developmernitiiets in collaboration with
Concert’s senior management team.

1. Salary . You will receive annualized base salary of $308,per year (as in effect from the Effective Dafeyable in accordance
with the regular payroll practices of the Compang &ss applicable taxes and withholdings, asfecefrom time to time. The base salary
shall be subject to increase from time to timeh®y €ompensation Committee of the Board (tl@hpensation Committee”) in its exclusive
discretion.

2.Bonus. During your employment, you are eligible for an aandiscretionary performance bonus in additiogdor base salary.
Bonus compensation in any year, if any, will bedabsn your performance and/or that of the Compingccordance with a general bonus
program to be established by the Board (and adteneid by the Compensation Committee) and will bgapke not later than two and oheif
months following the calendar year, except as thaub program may from time to time provide.

In addition, the Company paid you a one-time sigroonus of ninety-seven thousand dollars ($97,@)0rDa lump sum. If your
employment ends within the first 12 months afteurygate of employment because of your voluntarigregion (other than on a resignation
for Good Reason) or because the Company termigatesemployment for Cause, you agree to reimbuimac€rt the ninety-seven thousand
dollar signing bonus, net of any taxes the Compaitiyheld on such bonus, within two months followisigch terminatior



3. Benefits; Vacation. You will be entitled to participate in all empkey benefit plans from time to time in effect forpayees of the
Company generally. Your participation will be sutijeo the terms of the applicable plan documentsgamerally applicable Company
policies. Benefits are subject to change at ang titthe Company’s sole discretion. You will remeligible to accrue three weeks paid
vacation in each calendar year (or such greateuatvas is generally made available in accordante te Company’s policies from time to
time in effect), in addition to holidays observedthe Company. Vacation may be taken at such tameésintervals as you shall determine,
subject to the business needs of the Company, thedwise shall be subject to the policies of thenpany, as in effect from time to time.
You confirm that you have received the Option refieed in the January 16, 2014 version of this Agerg.

4. Expense Reimbursement The Company will pay or reimburse you for all andtomary reasonable out-pécket business expen:
incurred or paid by you in the performance of yduties and responsibilities for the Company, sulifpany maximum annual limit and ott
restrictions on such expenses set by the Compathyoasuch reasonable substantiation and documentasi the Company may specify. Any
such reimbursement that would constitute nongealifieferred compensation subject to Section 40%Aefnternal Revenue Code of 1986,
as amended (Section 409A " of the “ Code ") shall be subject to the following additional est (i) no reimbursement of any such expense
shall affect your right to reimbursement of anyasthuch expense in any other taxable year; (ilbersement of the expense shall be ma
at all, not later than the end of the calendar yalfowing the calendar year in which the expensesmcurred; and (iii) the right to
reimbursement shall not be subject to liquidatioexchange for any other benefit.

5. Confidentiality Agreement . You represent that you have complied and agmeythu will continue to comply with the Employee
Confidentiality, Non-Competition, and Proprietanfdrmation Agreement between the Company and yteddianuary 20, 2014 (the “
Confidentiality Agreement ). It is understood and agreed that a breach lyofdhe Confidentiality Agreement would be a matdoreach of
this Agreement.

6. At-Will; Timing for Termination; Accrued Benefits . This employment letter is not intended to createonstitute an employment
agreement or contract (express or implied) betweenand the Company for a fixed term. It is alspamtant for you to understand that
Massachusetts is an “at will” employment state sTheans that you will have the right to terminadaryemployment relationship with the
Company at any time for any reason, although yeueguested to give at least two weeks’ noticeil&ity, the Company will have the right
to terminate its employment relationship with yo@aay time for any reason. You may terminate yonpeyment hereunder for Good Rea
(as defined below) by providing notice to the Compaf the condition giving rise to the Good Reasorater than 30 days following the
occurrence of the condition, by giving the Compafydays to remedy the condition and by terminagimgployment for Good Reason within
30 days thereafter if the Company fails to remémydondition. Upon your termination, the Companyf pay on the date of termination any
base salary earned but not paid through the datrmifnation and pay for any vacation time accroetnot used to that date. In addition, the
Company will pay you any bonus that has been awiamigou and earned, but not yet paid on the teatitin of your employment (together
with the preceding sentence, thAécrued Benefits”). In the event of any termination of your
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employment, other than a termination under Sectionas provided for COBRA under Section 7(c), @rmmpany shall have no obligation to
you under this Agreement other than with respethhécAccrued Benefit:

7. Termination without Cause; Termination for Good Reaon.

(a) Severance Pay A termination by you for Good Reason, or any feation of your employment by the Company (othernth
for Cause, as defined below, death, or inabilitpécform as a result of physical or mental infign(it disability ")) shall entitle you to 1
months of severance pay (th&&verance Pay ") and the other compensation provided in thisisects well as to the Accrued Benefits.
The Severance Pay shall be calculated on the bbgaur base salary as of the date the Companysgiwa notice of your termination
and shall be exclusive of any bonus or benefit gays The Company will provide the Severance Palgarform of salary continuation
in accordance with the normal payroll practicethef Company, beginning with the Compasext regular payroll period following t
Effective Release Date (as defined below), withfitst payment including any amounts that woulddaeen paid between the
termination date and the Effective Release Dateeifpayments had commenced on the terminationagiatevith the remaining
payments made proportionately over the remaindérel2 month severance period. The receipt ofsengrance benefits provided for
under this Section 7 or otherwise shall be depetnglgon your delivery to the Company, within 60 déglowing the date of terminatic
of employment, of an effective general releasdaifres in a form promptly provided by the Compansgyided, however, that if the last
day of the 60 day period falls in the calendar yelowing the year of your date of terminationetbeverance payments shall be paid or
commence on the first payroll period of such subsetcalendar year following the Effective ReleBsge. The date on which your
release of claims becomes effective is tigffective Release Date .”

(b) COBRA . In addition to Severance Pay, if you are paréitiig in the Company’s group health plan and/otagsian at the
time your employment ends and you exercise the t@bontinue participation in those plans underfdderal law known as COBRA,
or any successor law and if your employment hagemokr a reason other than resignation without Geedson or termination for
Cause, the Company will continue to pay the fudlrpium for such coverage that is applicable forvacéind similarly-situated
employees who receive the same type of coveragglésifamily, or other) until the earlier of (i)dtkend of the 12th month after your
employment ends or (ii) the date your COBRA cordiinn coverage expires, unless the Company’s pimyidayments for COBRA
will violate the nondiscrimination requirementsagfplicable law, in which case this benefit will ragiply.

(c) Effect of Change of Control. If a Change of Control (as defined below) ocard if, within one year following such Change
of Control, the Company or any successor theretitates your employment other than for Causepartgrminate your employment
for Good Reason, then, in addition to the Sever&age you will receive an amount equal to your tbement target bonus (payable
ratably in accordance with the Severance PayfjelfGhange of Control is a 409A Change of Contrariv
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(as defined below), in lieu of installments, thev&ance Pay and target bonus will be paid in alsilgnp sum in the Company’s next
regular payroll period following the Effective Rake Date (subject to the same delay provided alvbeee the 60 day period ends in
the following year). A “409A Change of Control Event ” is a “change in the ownership or effective colitaf the Company or “change
in the ownership of a substantial portion of theeds’ of the Company within the meaning of TreasRegulation § 1.409A-3(i)(5). In
addition, if a Change of Control occurs and if hiitone year following such Change of Control,tte& Company or any successor
thereto terminates your employment other than fuseé or your employment ends on death or disahdit{b) you terminate your
employment for Good Reason, then all stock optfeid by you at such time shall immediately veduih notwithstanding any contra
provision in any agreement evidencing any suchksbqtion.

(d) Definitions .

i. For purposes of this AgreementCause ” shall include (i) your conviction or plea of gwyilor nolo contendreo a crime
involving moral turpitude which adversely affectsuy ability to perform your obligations to the Coamy or the business
activities, reputation, goodwill or image of ther@gany or to a felony, (ii) your deliberate dishdyes breach of fiduciary duty
which could be reasonably expected to or does aaaserial loss, damage or injury to the Companiy,your material breach of
the terms of this agreement or your failure or safuo carry out any material tasks assigned tobyothe Company in accordance
with the terms hereof, which breach or failure yoas to those susceptible to cure) continues fmraod of more than ten days
after your receipt of written notice thereof andiethcould be reasonably expected to or does caaserial loss, damage or injury
to the Company, (iv) the commission by you of aoyad fraud, embezzlement or deliberate disregéalrole or policy of the
Company known to you or contained in a policy armtpdure manual provided to you which could beapably expected to or
does cause material loss, damage or injury to tmapany, or (v) the material breach or threateneddr by you of any of the
provisions of the Confidentiality Agreement whiabutd be reasonably expected to or does cause mildtess, damage or injury
the Company. (Company ,” for purposes of this section, shall include @@mpany and any Company subsidiary.)

ii. “ Good Reason ” shall mean, without your consent: (i) materiahdiution in the nature or scope of your responisied,
duties or authority, provided that neither of tbédwing (x) or (y) shall constitute Good Reasax):the Company'’s failure to
continue your appointment or election as a direotafficer of any of its Affiliates nor (y) any miinution in the nature or scope
your responsibilities, duties or authority thatéasonably related to a diminution of the busiredgthe Company or any of its
Affiliates,



other than any such diminution resulting from take ©r transfer of any or all of the assets ofGlenpany or any of its Affiliates;
(ii) a material reduction in your base salary ofifiain one temporary reduction of not more thand&@ and not in excess of 20%
of your base salary in connection with and in préipa to a general reduction of the base salarfidseoCompany’s executive
officers; (iii) relocation of your office more th&@b miles from Lexington, Massachusetts; or (ivtenal breach by the Company
of any material provision of this Agreement or antlyer service-providing agreement between the Compaany of its Affiliates
and you.

iii. “ Change of Control ” shall mean (i) the acquisition of beneficial owsigip (as defined in Rule 1R&lunder the Exchan
Act) directly or indirectly by any “person” (as suterm is used in Sections 13(d) and 14(d) of tkehBnge Act), of securities of
the Company representing a majority or more ofcthrabined voting power of the Company’s then outditam securities, other
than an acquisition of securities for investmenppses pursuant to a bona fide financing of the aory; (ii) a merger or
consolidation of the Company with any other corgiorain which the holders of the voting securitidshe Company prior to the
merger or consolidation do not own more than 50%heftotal voting securities of the surviving camqton; (iii) the sale or
disposition by the Company of all or substantiallyof the Company’s assets other than a salegmodition of assets to an entity
whose equity interests are held, directly or inttise entirely by the same persons and in the garmoportions as the equity
interests of the Company; or (iv) a change in traposition of the Board that results, during ang gear period, in the
Continuing Directors’ no longer constituting a méjpof the Board (or, if applicable, the boarddifectors of a successor
corporation to the Company), where the ter@ohtinuing Director " means at any date a member of the Board (x) wa® av
member of the Board on January 16, 2014 or (y) was hominated or elected subsequent to such datlegst a majority of the
directors who were Continuing Directors at the tiohsuch nomination or election or whose electimthe Board was
recommended or endorsed by at least a majorityeflirectors who were Continuing Directors at theetof such nomination or
election;provided, howeverthat there shall be excluded from this clausefy) individual whose initial assumption of offiafter
January 16, 2014 occurred as a result of an astuhteatened election contest with respect teetbetion or removal of directors
or other actual or threatened solicitation of pesxor consents, by or on behalf of a person olizer the Board.

8. Withholdings; Section 409A. Anything to the contrary notwithstanding, (a) @dlyments required to be made by the Company
hereunder to you shall be subject to the withhgdihsuch amounts, if any, relating to tax and otieyroll deductions as the Company
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may reasonably determine it should withhold purstaany applicable law or regulation, and (b)ritldo the extent any portion of any
payment, compensation or other benefit providegbtoin connection with your employment terminatismetermined to constitute
“nonqualified deferred compensation” within the mieg of Section 409A and you are a specified emgogs defined in Section 409A(a)(2)
(B)(i), as determined by the Company in accordamitie its procedures, by which determination youeliigragree that you are bound, such
portion of the payment, compensation or other bieskéll not be paid before the earlier of (i) thepiration of the six month period measured
from the date of your “separation from service” dasermined under Section 409A) or (ii) the terdly Ebllowing the date of your death
following such separation from service (thBléw Payment Date " ). The aggregate of any payments that otherwiselavhave been paid to
you during the period between the date of separdtam service and the New Payment Date shall ldétpayou in a lump sum in the fir
payroll period beginning after such New Paymen&Dand any remaining payments will be paid on tbeginal schedule. For purposes of
this Agreement, (i) each amount to be paid or betebe provided shall be construed as a sepatatgified payment for purposes of
Section 409A, (ii) neither you nor the Company khalre the right to accelerate or defer any payrmebenefit hereunder unless permitte
required by Section 409A, and (iii) any paymentt tire due within the “short term deferral periag”defined in Section 409A or paid in a
manner consistent with Treas. Reg. § 1.409A-1(L)ij3hall not be treated as deferred compensatidass applicable law requires
otherwise. The terms of this employment letteriatended to be compliant with, or exempt from, 8tct09A,; provided, however, that the
Company shall have no liability to you or to anfi@tperson in the event that the employment l&ttens are determined not to be so
compliant or exempt.

9. Parachute Taxation. The Company will make any payments due to you witlegard to whether Section 280G of the Code would
limit or preclude the deductibility of such paymefor any other payments or benefits) and withegard to whether such payments would
subject you to the federal excise tax levied otaier'excess parachute payments” under Section 49€%e Code; provided, however, that if
the Total After-Tax Payments (as defined below) lddae increased by the reduction or eliminatiomiey payment and/or other benefit
(including the vesting of any equity awards), tilem amounts payable under this Agreement or otlserwill be reduced or eliminated as
follows, as determined by the Company, in the fsit@ order: (i) nonacceleration of any stock optievhose exercise price is at or above the
fair market value of the Company’s common stocHetermined in the discretion of the Compensatiom@dtee (taking into account, as
appropriate, the proceeds that would be receivedimection with the event covered by Section 499®9)nderwater Options™),

(if) nonacceleration of any stock options othemtkinderwater Options, (iii) any vesting or disttilom of restricted stock or restricted stock
units, (iv) any other taxable benefits, (v) any tacable benefits, and (vi) the cash severance dderusection 7(a) above. Within each
category described in clauses (i), (ii), and (iéductions or eliminations shall be made in rev@rsler beginning with vesting or distributions
that are to be paid the farthest in time from theedf the event covered by Section 4999. The Cagipandependent, certified public
accounting firm will determine whether and to whatent payments or vesting under this Agreementeaqeired to be reduced in accordance
with the preceding sentence. If there is an ungdengat or overpayment under this Agreement (as aéed after the application of this
paragraph), the amount of such underpayment opayerent will be immediately paid to you or refundsdyou, as the case may be, with
interest at the applicable federal rate providedrfo




Section 7872(f)(2) of the Code. For purposes of Agreement, Total After-Tax Payments” means the total of all “parachute payments” (as
that term is defined in Section 280G(b)(2) of tte€) made to you or for your benefit (whether maaéer the Agreement or otherwise),
after reduction for all applicable federal taxegliding the tax described in Section 4999 of thed).

10. Miscellaneous.

(a) Notices . All notices required or permitted under this Agregmnmust be in writing and will be deemed effectiy®n personal
delivery or three business days following deposi United States Post Office, by certified madistage prepaid, or one business day
after it is sent for next-business day deliveryavigeputable nationwide overnight courier servidérassed in the case of notice to the
Company at its then principal headquarters (withie®to the Chairman of the Board and the CompaBgiseral Counsel, which will
not constitute notice), and in the case of noticgau to the current address on file with the Comyp&ither Party may change the
address to which notices are to be delivered bingixotice of such change to the other Party imtla@ner set forth in this Section 1(

(b) No Mitigation . You are not required to seek other employmeitloerwise mitigate the value of any severance fisnef
contemplated by this Agreement, nor will any suehddits be reduced by any earnings or benefitsythatmay receive from any other
source. Notwithstanding any other provision of thigeement, any sum or sums paid under this Agreemil be in lieu of any
amounts to which you may otherwise be entitled utige terms of any severance plan, policy, prog@gneement or other arrangement
sponsored by the Company or an affiliate of the Gamy.

(c) Waiver of Jury Trial . TO THE EXTENT NOT PROHIBITED BY APPLICABLE LAW TIAT CANNOT BE WAIVED, THE
PARTIES HEREBY WAIVE, AND COVENANT THAT THEY WILL NOT ASSERT (WHETHER AS PLAINTIFF, DEFENDANT
OR OTHERWISE), ANY RIGHT TO TRIAL BY JURY IN ANY ACTION, SUIT OR OTHER PROCEEDING ARISING IN WHOLE
OR IN PART UNDER OR IN CONNECTION WITH THIS AGREEMETN OR THE RELEASE IT CONTEMPLATES, WHETHER
NOW EXISTING OR HEREAFTER ARISING, AND WHETHER SOUNNG IN CONTRACT, TORT OR OTHERWISE. THE
PARTIES AGREE THAT ANY PARTY MAY FILE A COPY OF THs PARAGRAPH WITH ANY COURT AS WRITTEN
EVIDENCE OF THE KNOWING, VOLUNTARY AND BARGAINED-FAR AGREEMENT AMONG THE PARTIES
IRREVOCABLY TO WAIVE THEIR RIGHTS TO TRIAL BY JURYIN ANY PROCEEDING WHATSOEVER BETWEEN THEM
RELATING TO THIS AGREEMENT OR TO ANY OF THE MATTEREONTEMPLATED UNDER THIS AGREEMENT,
RELATING TO YOUR EMPLOYMENT, OR COVERED BY THE CONHMPLATED RELEASE.

(d) Severability. Each provision of this Agreement is intended tariberpreted in such manner as to be effective atid under
applicable law, but if any provision of this Agreent is held to be prohibited by or invalid undeplégable law, such provision will be
ineffective only to the extent of such prohibitioninvalidity,



without invalidating the remainder of such provisior the remaining provisions of this Agreement.r&tiver, if an arbitrator or a court
of competent jurisdiction determines any of thevjsions contained in this Agreement to be unenfalote because the provision is
excessively broad in scope, whether as to duradictivity, geographic application, subject or othiee, it will be construed, by limiting
or reducing it to the extent legally permitted,asoto be enforceable to the extent compatible thigh applicable law to achieve the
intent of the Parties.

(e) Assignment. This Agreement will be binding upon and will inurethe benefit of (i) your heirs, beneficiarieseentors and
legal representatives upon your death and (ii)saurcgessor of the Company. Any such successor @ahgpany will be treated as
substituted for the Company under the terms ofAlgiseement for all purposes. The Company may agkigrAgreement without your
consent, and such an assignment will not termiyaitie employment for purposes of triggering youiitirhent to severance. You
specifically agree that any assignment may inchigiets under the Confidentiality Agreement withoedjuiring your consent. As used
herein, “successor ” will mean any person, firm, corporation or otliersiness entity that at any time, whether by pwsehmerger or
otherwise, directly or indirectly acquires all abstantially all of the assets or business of tam@any and its subsidiaries. None of
your rights to receive any form of compensationgidg under this Agreement will be assignable ordferable except through a
testamentary disposition or by the laws of desaedtdistribution upon your death or as provide8égction 10(k). Any attempted
assignment, transfer, conveyance or other dispositf any interest in your rights to receive angnfamf compensation hereunder, exc
as provided in the preceding sentence, will be awd void.

(f) No Oral Modification, Waiver, Cancellation or Discharge. This Agreement may only be amended, canceled ohdiged or
any obligations thereunder waived through a wrisigned by you and the Board or any duly authoreestutive officer of the
Company.

(g) No Conflict of Interest . You confirm that you have fully disclosed to thiempany and its affiliates, to the best of your
knowledge, any circumstances under which you, ymuonediate family and other persons who reside imr ymusehold have or may
have a conflict of interest with the Company. Yatfier agree to fully disclose to the Company amhscircumstances that might arise
during your employment upon your becoming awarsueh circumstances.

(h) Other Agreements. You hereby represent that your performance ahaliterms of this Agreement and the performangeof
duties as an employee of the Company does not dhdotvbreach any agreement to keep in confidgsroprietary information,
knowledge or data acquired by you in confidenci drust prior to your employment with the Compalpu also represent that you are
not a party to or subject to any restrictive covegaalegal restrictions, policies, commitments threo agreements in favor of any entity
or person that would in any way preclude, inhiloitpair or limit your ability to perform your obligi@ns under this Agreement,
including noncompetition agreements or nonsolicitagreements, and you further represent that getformance of the duties and
obligations under this Agreement does not violageterms of any agreement to which you are a p¥dy.agree that you will not enter
into any agreement or commitment or agree to afigypthat would prevent or unreasonably hinder yparformance of duties and
obligations under this Agreement.



(i) Disclosure of this Agreement . You acknowledge that the Company may provideqrexy®r entities who may employ or engage
you with a copy of the Confidentiality Agreement fmrtions thereof) to highlight your continuingligiations to the Company. You a
acknowledge that the Company may be obligatedsiae this Agreement or any portion thereof tsB8aapplicable laws and
regulations. You too are permitted to share a adgiie Confidentiality Agreement (or portions thafijeto the extent necessary to
highlight your continuing obligations to the Compan

(j) Survivorship. The respective rights and obligations of the Corgand you hereunder will survive any terminatioryotir
employment to the extent necessary to preserviatiet of such rights and obligations.

(k) Beneficiaries. You will be entitled, to the extent applicable lpermits, to select and change the beneficiary netigaries to
receive any compensation or benefit payable heesumgbn your death by giving the Company writtetiagothereof in a manner
consistent with the terms of any applicable plaouthieents. If you die, severance then due or othewats due hereunder will be paic
your designated beneficiary or beneficiaries ongifie are designated or none survive you, youteesta

(I) Company Policies. References in this Agreement to Company poliaies procedures are to those policies and procedures
effect at the Effective Date, as the Company magraththem from time to time.

(m) Governing Law; Dispute Resolution . This Agreement must be construed, interpreted gamverned in accordance with the
laws of the Commonwealth of Massachusetts withefigrence to rules relating to conflict of law. Tarties agree that the Federal
Arbitration Act, 9 U.S.C. 81 et seq. and the Amaniérbitration Association’s National Rules for tResolution of Employment
Disputes (the ‘National Rules”) apply to the interpretation and enforcementio$ tAgreement. In case of any controversy, disparte,
claim directly or indirectly arising out of or rédal to this Agreement, or the breach thereof, latirgy to your employment (including
claims relating to employment discrimination), excas expressly excluded herein, each Party a¢wegge the other Party notice of an
intent to seek arbitration under this Agreement Bddays to reach a resolution. Should resolutfeang controversy or claim not be
reached following provision of notice and a reasd@m@pportunity to cure, then the Parties agreeahg controversy or claim arising
out of or relating to this Agreement, including embitrability of the dispute itself, shall be $edt by one arbitrator in accordance with
the National Rules in effect at the time the adtitm demand is filed or such other rules as mambeially agreed to by the Parties.
dispute will be arbitrated in Boston, Massachusatisent mutual agreement of the Parties to anedrere. Any claim or controversy
not submitted to arbitration in accordance witls tBection 10(m) (other than as provided under th&i@entiality Agreement) will be
waived, and thereafter no arbitrator, arbitratiangd, tribunal, or court will have the power toerair make any award on any such claim
or controversy. In determining a claim or contrayeunder this Agreement and in making an awardatb&rator must consider the
terms and provisions of this Agreement, as wedlhapplicable federal,
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state, or local laws. The award rendered in anigration proceeding held under this Section 10(ritl) lve final and binding and
judgment upon the award may be entered in any ¢@wihg jurisdiction thereof. Claims for workergirapensation or unemployment
compensation benefits are not covered by this &edid(m). Also not covered by this Section 10(ne) @aims by the Company or by
you for temporary restraining orders, preliminarjnctions or permanent injunctionse@uitable relief ”) in cases in which such
equitable relief would be otherwise authorizeddow br pursuant to the Confidentiality Agreemente TTompany will be responsible -
paying any filing fee of the sponsoring organizatamd the fees and costs of the arbitrator; praiilewever, that if you initiate the
claim, you will contribute an amount equal to tiimd fee you would have incurred to initiate ainlan the court of general jurisdiction
in the Commonwealth of Massachusetts. Each paityay for its own costs and attorneys’ fees, if gorovided that the arbitrator or
court, as applicable, may award reasonable costex@penses in favor of the prevailing party. Thenpany and you agree that the
decision as to whether a party is the prevailingypa an arbitration, or a legal proceeding tllatdmmenced in connection therewith,
will be made in the sole discretion of the arbiradr, if applicable, the court. Any action, suitaiher legal proceeding with respect to
equitable relief that is excluded from arbitrataivove must be commenced only in a court of the Comwvealth of Massachusetts (or
appropriate, a federal court located within the Gamwealth of Massachusetts), and the Company an@gch consent to the
jurisdiction of such a court. With respect to angls court action, the Parties hereto (i) submihtopersonal jurisdiction of such courts;
(i) consent to service of process by the meansiipé under Section 10(a); and (iii) waive anyathequirement (whether imposed by
statute, rule of court, or otherwise) with resgegbersonal jurisdiction, inconvenient forum, onsgee of process.

(n) Interpretation. The parties agree that this Agreement will be aoest without regard to any presumption or rule néqg
construction or interpretation against the draffiagty. References in this Agreement to “include”including” should be read as
though they said “without limitation” or equivaleitrms. References to “day” or “days” are to cakendays, unless the Agreement
specifically refers to “business” days.

(o) Entire Agreement. This Agreement and any documents referred to heepiresent the entire agreement of the Partiesvidhd
supersede any and all previous contracts, arrangsroe understandings between the Company andefating to matters covered by
this Agreement, including the version of this Agrest entered into as January 16, 2014.

Signatures on Following Page
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Very truly yours,

/s/ Roger D. Tung

Roger D. Tunc
President and Chief Executive Offic

Agreed and Accepte!

Signature
/s/ D. Ryan Daws 6/16/2014
D. Ryan Daws Date:
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Exhibit 10.13
LOAN AND SECURITY AGREEMENT

THIS LOAN AND SECURITY AGREEMENT is made and datasl of December 22, 2011 and is entered into bybahseen
CONCERT PHARMACEUTICALS, INC. , a Delaware corporation, and each of its subsatiather than Concert Pharmaceuticals
Securities Corporation, (hereinafter collectivedferred to as the “Borrower”), atldERCULES TECHNOLOGY GROWTH CAPITAL,
INC. , a Maryland corporation (“Lender”).

RECITALS

A. Borrower has requested Lender to make availebBorrower a loan in an aggregate principal amadingp to $20,000,000 (the
“Term Loan”); and

B. Lender is willing to make the Term Loan on thems and conditions set forth in this Agreement.
AGREEMENT
NOW, THEREFORE, Borrower and Lender agree as fatow

SECTION 1. DEFINITIONS AND RULES OF CONSTRUCTION
1.1 Unless otherwise defined herein, the followdagitalized terms shall have the following meanings

“Account Control Agreement(s)” means any agreeneattred into by and among the Lender, Borroweraatidrd party
Bank or other institution (including a Securitiesdrmediary) in which Borrower maintains a Dep@gitount or an account holding
Investment Property and which grants Lender a pedkfirst priority security interest in the sulijaccount or accounts.

“ACH Authorization” means the ACH Debit Authorizati Agreement in substantially the form of Exhibit H
“Advance(s)” means a Term Advance.

“Advance Date” means the funding date of any Adeanc

“Advance Requestineans a request for an Advance submitted by Bomrtaveender in substantially the form of Exhibit
“Agreement” means this Loan and Security Agreemasamended from time to time.

“Assignee” has the meaning given to it in Sectidnl B.
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“Borrower Products” means all products, techniabdr technology currently being developed, mastufad or sold by
Borrower or which Borrower intends to sell, mantdae, license, or distribute in the future incluglmny products or service offerings under
development, collectively, together with all prothjdechnical data or technology that have beeth sielveloped, licensed or distributed by
Borrower since its incorporation.

“Cash” means all cash and liquid funds.

“Change in Control” means any (i) reorganizati@capitalization, consolidation or merger (or simtfansaction or series
of related transactions) of Borrower in which tlwdders of Borrower’s outstanding shares immediabetjpre consummation of such
transaction or series of related transactions {tagevith any affiliates of such holders) do natpiediately after consummation of such
transaction or series of related transactionsirrstaares representing more than fifty percent (66Pthe voting power of the surviving entity
of such transaction or series of related transast{or the parent of such surviving entity if sschviving entity is wholly owned by such
parent), in each case without regard to whetherd®aar is the surviving entity, or (ii) sale or issice by Borrower of new shares of Preferred
Stock of Borrower to investors, none of whom argemnt investors in Borrower (or their affiliatesgpresenting more than fifty percent
(50%) of the voting power of the surviving entityr the parent of such surviving entity if such suing entity is wholly owned by such
parent); provided, however, none of (a) an Iniablic Offering or (b) a bona fide equity financifoy the purpose of raising capital from
institutional investors reasonably acceptable todsz, shall not constitute a Change in Control.

“Claims” has the meaning given to it in Section1l.
“Closing Date” means the date of this Agreement.
“Collateral” means the property described in Sec8o

“Commitment Fee” means $20,000, which fee Lendeeixed prior to the Closing Date, and shall be defuolly earned
on such date regardless of the early terminatichisfAgreement.

“Confidential Information” has the meaning givenitin Section 11.12.

“Contingent Obligation” means, as applied to angsPe, any direct or indirect liability, contingemt otherwise, of that
Person with respect to (i) any Indebtedness ofrempincluding any such obligation guaranteed, eseth co-made or discounted or sold with
recourse by that Person, or in respect of whichRleason is otherwise directly or indirectly liap{#) any obligations with respect to undrawn
letters of credit, corporate credit cards or mentisarvices issued for the account of that Peraod(iii) all obligations arising under any
interest rate, currency or commodity swap agreeniaterest rate cap agreement, interest rate cafjegement, or other agreement or
arrangement designated to protect a Person adlaictstation in interest rates, currency exchangesrar commodity prices; provided,
however, that the term “Contingent Obligation” $hmait include endorsements for collection or depiosihe ordinary course of business. The
amount of any Contingent Obligation shall be deetodae an amount
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equal to the stated or determined amount of thragri obligation described in clauses (i) and (ipee in respect of which such Contingent
Obligation is made or, if not stated or determieaktihe maximum reasonably anticipated liabilitygspect thereof as determined by such
Person in good faith; provided, however, that sartiount shall not in any event exceed the maximuwuartnof the obligations under the
guarantee or other support arrangement.

“Copyright License” means any written agreemennting any right to use any Copyright or Copyrighgistration, now
owned or hereafter acquired by Borrower or in whschirower now holds or hereafter acquires any ager

“Copyrights” means all copyrights, whether registeor unregistered, held pursuant to the lawsefthited States, any
State thereof, or of any other country.

“Deposit Accounts” means any “deposit accounts Such term is defined in the UCC, and includesamcking account,
savings account, or certificate of deposit.

“ERISA” is the Employee Retirement Income Secufitt of 1974, and its regulations, as amended amdféct from time
to time.

“Event of Default” has the meaning given to it iec8Bon 9.
“Facility Charge” means 0.75% of the Maximum Termah Amount.
“Financial Statements” has the meaning given to 8ection 7.1.

“GAAP” means generally accepted accounting priresph the United States of America, as in effemtrftime to time,
provided that the parties agree that GAAP as iectfdn the date of this Agreement shall be appléctdy the interpretation of “capital lease
obligations” in the definition of “Indebtedness’hlass the parties otherwise agree in writing.

“Grant Document” means an instrument or agreementighng that the Borrower or another Person ohtsttall provide
funding for or share the costs of programs idegdifin such instruments or agreements enteredrirttoei OCB.

“Grant Requirements” means all obligations of Bareo to provide funding for or share the costs ofgoams identified in
Grant Documents or to perform other obligationgsebader.

“GSK Agreement” means that certain Research ana&Bpment Collaboration and License Agreement bylmtdieen
Glaxo Group Limited and Concert Pharmaceuticalsediday 29, 2009, as amended.

“Indebtedness” means (a) all indebtedness for rdomoney or the deferred purchase price of prgmerservices
(excluding trade credit entered into in the ordyneaurse of business due within ninety (90) daiy&juding reimbursement and other
obligations with respect to surety bonds and Isttércredit, (b) all obligations evidenced by notesnds, debentures or similar instruments,
(c) all capital lease obligations, and (d) all Gegént Obligations.



“Initial Public Offering” means an initial firm comitment underwritten offering of Borrowarcommon stock pursuant tc
registration statement under the Securities AGIH3 filed with and declared effective by the Séms and Exchange Commission.

“Insolvency Proceeding” is any proceeding by oriagaany Person under the United States Bankruptme, or any other
bankruptcy or insolvency law, including assignmesitall or substantially all of a Person’s assetstlie benefit of creditors, compositions,
extensions generally with its creditors, or proéegsl seeking reorganization, arrangement, or ctimeitar relief.

“Intellectual Property” means all of Borrower's Goghts; Trademarks; Patents; Licenses; trade seqmprietary
information (including pre-clinical, clinical andteer data) and inventions; mask works; Borrowepglizations therefor and reissues,
extensions, or renewals thereof; and Borrower'sdgdlb associated with any of the foregoing, togetiwéh Borrower’s rights to sue for past,
present and future infringement of Intellectualgenay and the goodwill associated therewith.

“Interest Rate” means for any day a per annumahbteterest equal to the greater of either (i) 850lus the United States
Prime Rate as reported_in The Wall Street Jourmals 5.25%, and (ii) 8.50%; provided, however, ltiterest Rate shall in no case exceed
11.0% per annum.

“Investment” means any beneficial ownership (inahgdstock, partnership or limited liability compamgerests) of or in
any Person, or any loan, advance or capital cantdb to any Person or the acquisition of all, @ogtantially all, of the assets of another
Person.

“Joinder Agreements” means for each Subsidiaryeotihan Concert Pharmaceuticals Securities Capdmpleted and
executed Joinder Agreement in substantially thenfattached hereto as Exhibit G.

“Lender” has the meaning given to it in the preaartbl this Agreement.

“License” means any Copyright License, Patent LéegTrademark License or other license of rightat@rests from a
third party.

“Lien” means any mortgage, deed of trust, pledgppthecation, assignment for security, securitgrest, encumbrance,
levy, lien or charge of any kind, whether voluntamcurred or arising by operation of law or otivese, against any property, any conditional
sale or other title retention agreement, and aayden the nature of a security interest.

“Loan” means the Advances made under this Agreement
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“Loan Documents” means this Agreement, the Notes ACH Authorization, the Account Control Agreengrhe Joinder
Agreements, all UCC Financing Statements and amgratocuments executed in connection with the ecObligations or the transactions
contemplated hereby (excluding the Warrant), as#ime may from time to time be amended, modifiegpEemented or restated.

“Material Adverse Effect” means an occurrence, oafter the date of the last set of audited finalscithat has a material
adverse effect upon: (i) the business, operatiprperties, assets or condition (financial or othige) of the Borrower and its Subsidiaries,
taken as a whole, other than an effect in andseffiteasonably attributable to (a) adverse resultelays in any nonclinical or clinical trial,
including without limitation failure to demonstratee desired safety or efficacy of any biologidaug; (b) the denial, delay or limitation of
approval of, or taking of any other regulatory antby, the United States Food and Drug Adminisiratir any other governmental entity w
respect to any biologic or drug; (c) a change idiscontinuation of a strategic partnership or ottadlaboration or license arrangement; or
(d) a going concern qualification in a financialtsiment or audit report resulting solely from Bareo and its Subsidiaries having less than
twelve months of cash; or (ii) the ability of Bower to perform the Secured Obligations when dusctordance with the terms of the Loan
Documents, or the ability of Lender to enforce afits rights or remedies with respect to the Sedubligations; or (iii) the Collateral or
Lender’s Liens on the Collateral or the prioritysofch Liens, in each case, in the aggregate;righ@nderstood that in the case of each of
items (ii) and (iii) the effects listed in claug@ga) through (d) of this definition shall be digrarded.

“Maturity Date” means July 1, 2015, provided MatyiiDate will mean October 1, 2015 if the interestygperiod is
extended pursuant to Section 2.1(d).

“Maximum Term Loan Amount” means $20,000,000.
“Maximum Rate” shall have the meaning assigneditthgerm in Section 2.3.
“Note(s)” means a Term Note.

“OCB” means in the ordinary course of businesssmall include collaboration or licensing transactidhat are customary
in the Borrower’s industry such as, or comparakith wr lesser in scope than, the Borrower’s exgstinllaboration with GlaxoSmithKline.

“Patent License” means any written agreement gigrany right with respect to any invention on whicRatent is in
existence or a Patent application is pending, iitkvagreement Borrower now holds or hereafter aeguany interest.

“Patents” means all letters patent of, or rightsesponding thereto, in the United States or in@hgr country, all
registrations and recordings thereof, and all @pfibbns for letters patent of, or rights correspogdhereto, in the United States or any other
country.

“Permitted Indebtedness” means: (i) Indebtedne&oofower arising under this Agreement or any othean Document;
(i) Indebtedness existing on the Closing Date Wwhgcdisclosed in Schedule 1A,; (iii) Indebtednesthe principal amount of up to $200,000
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outstanding at any time secured by a lien desciibbethuse (vii) of the defined term “Permitted h&"; (iv) Indebtedness to trade creditors
incurred in the ordinary course of business, iniclgdndebtedness incurred in the ordinary courdeusiness with corporate credit cards;

(v) Indebtedness that also constitutes a Permiiteestment; (vi) Subordinated Indebtedness; (gijnbursement obligations in connection
with letters of credit that are secured by castash equivalents and issued on behalf of the Barawa Subsidiary thereof in an amount not
to exceed $906,000 at any time outstanding; (ether Indebtedness in an amount not to exceed @26@&t any time outstanding;

(ix) Contingent Obligations of up to $200,000 désed on clause (iii) of the definition of ContingeéDbligations entered into to mitigate risk
and not for speculative purposes; (x) Grant Requars; (xi) Indebtedness among Borrowers or of @eer to any norBorrower Subsidian
and (xii) extensions, refinancings and renewalanyf items of Permitted Indebtedness, providedttieprincipal amount is not increased or
the terms modified to impose materially more bustene terms upon Borrower or its Subsidiary, ac#se may be.

“Permitted Investment” means: (i) Investments éxgsbn the Closing Date which are disclosed in Sale1B;
(ii) (a) marketable direct obligations issued ocamditionally guaranteed by the United States ofefina or any agency or any State thereof
maturing within twenty four months from the dateaofjuisition thereof, (b) commercial paper matuniogmore than 270 days from the date
of creation thereof and at the time of the Investiiaving a rating of at least A-2 or P-2 from eitlstandard & Poor’s Corporation or
Moody'’s Investors Service, (c) certificates of deipessued by any bank with assets of at least 00000 maturing no more than twenty
four months from the date of investment thereih hfdney market accounts; and (e) corporate deligatidns maturing no more than 24
months from the date of acquisition thereof anthattime of investment having a rating of at |e&&tor A- from either Standard & Poors or
Moody'’s Investor Service; (iii) repurchases of &tfmm former employees, directors, or consultarfit8orrower under agreements approved
by the Borrower’s board of directors in an aggregatount not to exceed $250,000 in any fiscal ywaiided that no Event of Default has
occurred, is continuing or would exist after giviefflect to the repurchases; (iv) Investments aeckt connection with Permitted Transfers;
(v) Investments (including debt obligations) reegiyn connection with the bankruptcy or reorgamniradf customers or suppliers and in
settlement of delinquent obligations of, and otttisputes with, customers or suppliers arising éndrhdinary course of Borrower’s business;
(vi) Investments consisting of notes receivableoofprepaid royalties and other credit extensitmsustomers and suppliers who are not
affiliates, in the ordinary course of businessyvpted that this subparagraph (vi) shall not applynivestments of Borrower in any Subsidiary;
(vii) Investments consisting of loans not involvitige net transfer on a substantially contemporaméasis of cash proceeds to employees,
officers or directors relating to the purchaseayfital stock of Borrower pursuant to employee stogichase plans or other similar
agreements approved by Borrower’s Board of Direst(viii) Investments consisting of travel advanoesnoving expenses in the ordinary
course of business; (ix) Investments in existing@wly-formed Subsidiaries organized in the Unigates, provided that such Subsidiaries
enter into a Joinder Agreement and execute sudr dticuments as shall be reasonably requestedrigetand de minimis Investments in
Concert Pharmaceuticals Securities Corporatiomimection with its liquidation or dissolution; (k)vestments in subsidiaries organized
outside of the United States approved in advaneaiimg by Lender; (xi) licenses, joint ventures|llaboration agreements, strategic
alliances and



similar arrangements in the OCB providing for tikelesive or nonexclusive licensing of technologytellectual Property, or Borrower
Products, the development of technology, IntellacRroperty or Borrower Products, the assignmewtwofership or co-ownership rights in
connection with the foregoing, or the providing@thnical support, provided that any cash Investaey Borrower in another Person (other
than a Subsidiary that has entered into a Joingiesupnt to the terms hereof) as part of the foragdb not exceed $100,000 in the aggregate
in any fiscal year; (xii) Investments made pursuardny investment policy adopted by a Borroweerattie Closing Date and approved by
Lender; (xiii) Investments of up to $200,000 in Hggregate at any time outstanding in connectidh @rant Requirements;

(xiv) Investments by Borrower in another Borrowand (xv) additional Investments that do not excg&280,000 in the aggregate per fiscal
year.

“Permitted Liens” means any and all of the follogiti) Liens in favor of Lender; (ii) Liens existiron the Closing Date
which are disclosed in Schedule 1C; (iii) Lienstimxes, fees, assessments or other governmentgeshar levies, either not delinquent or
being contested in good faith by appropriate prdeegs; provided, that Borrower maintains adequasenves therefor in accordance with
GAAP; (iv) Liens securing claims or demands of mateen, artisans, mechanics, carriers, warehousglaedlords and other like Persons
arising in the ordinary course of Borrower’s busmand imposed without action of such parties;igexy, that the payment thereof is not yet
required; (v) Liens arising from judgments, decreeattachments in circumstances which do not @oistan Event of Default hereunder;
(vi) the following deposits, to the extent madéha ordinary course of business: deposits undekavar compensation, unemployment
insurance, social security and other similar lawvdp secure the performance of bids, tenders wiracts (other than for the repayment of
borrowed money) or to secure indemnity, performaagther similar bonds for the performance of btdaders or contracts (other than for
the repayment of borrowed money) or to secure tstiatobligations (other than liens arising unded&R or environmental liens) or surety or
appeal bonds, or to secure indemnity, performancgh@r similar bonds; (vii) Liens on Equipmentsoftware, other intellectual property, or
other capital assets, constituting purchase mdeag hnd liens in connection with capital leasesiseg Indebtedness permitted in clause
(iii) of “Permitted Indebtedness”; (viii) Liens incred in connection with Subordinated Indebtedn@ssleasehold interests in leases or
subleases and licenses granted in the OCB anateofaring in any material respect with the businefsthe licensor; (x) Liens in favor of
customs and revenue authorities arising as a magttaw to secure payment of custom duties thapavenptly paid on or before the date they
become due; (xi) Liens on insurance proceeds segthie payment of financed insurance premiumsatepromptly paid on or before the
date they become due (provided that such Lienqiexaely to such insurance proceeds and not to ter property or assets); (xii) statutory,
common law and contractual rights of set-off artteosimilar rights as to deposits of cash and sesiin favor of banks, other depository
institutions and brokerage firms; (xiii) easemenrtsing restrictions, rights-afray and similar encumbrances on real property irapdsy law
or arising in the ordinary course of business sg las they do not materially impair the value orkmtability of the related property;

(xiv) Liens on cash or cash equivalents securirigations permitted under clause (vii) of the défom of Permitted Indebtedness; (xv) Liens
in connection with operating leases in the Equipntiest is the subject of such leases; (xvi) Peediffransfers; and (xvii) Liens incurred in
connection with the extension, renewal or refinagaf the indebtedness secured by Liens of the dgseribed in
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clauses (i) through (xvi) above; provided, that artension, renewal or replacement Lien shall tnééid to the property encumbered by the
existing Lien and the principal amount of the ingelmess being extended, renewed or refinanceddgave been reduced by any payment
thereon) does not increase.

“Permitted Transfers” means (i) sales of Inventorthe normal course of business, (ii) exclusivean-exclusive licenses,
joint ventures, collaboration agreements, stratatliances and similar arrangements in the OCB igiog for the exclusive or nonexclusi
licensing of technology, Intellectual Property arBwer Products, the development of technologtglliectual Property or Borrower
Products, the assignment of ownership or co-owigergfhts in connection with the foregoing, or {®@viding of technical support,

(iii) dispositions of worneut, obsolete or surplus Equipment at fair marladti® in the ordinary course of business, (iv) Paedilnvestments
(v) Permitted Liens, (vi) dispositions of Copyrigights in connection with publications in scieittiiournals, and (vii) other Transfers of
assets having a fair market value of not more 8260,000 in the aggregate in any fiscal year.

“Person” means any individual, sole proprietorspigrtnership, joint venture, trust, unincorporadeglanization,
association, corporation, limited liability compauiystitution, other entity or government.

“Preferred Stock” means at any given time any gosgcurity issued by Borrower that has any rightsferences or
privileges senior to Borrower’'s common stock.

“Prepayment Charge” shall have the meaning assigmedch term in Section 2.5.

“Receivables” means all of Borrower’'s Accounts ttaments, Documents, Chattel Paper, Supportinggatidins, letters of
credit, proceeds of any letter of credit, and LredtfeCredit Rights.

“Secured Obligations” means Borrower’s obligatiomsier this Agreement and any Loan Document, inolydiny
obligation to pay any amount now owing or latesiag.

“Subordinated Indebtedness” means Indebtednessdinated to the Secured Obligations in amountsamgrms and
conditions satisfactory to Lender in its sole désiam.

“Subsidiary” means an entity, whether corporatetrgaship, limited liability company, joint ventuog otherwise, in which
Borrower owns or controls more than 50% of the tamtding voting securities, including each entigtdd on Schedule 1 hereto.

“Term Advance” means any Term Loan funds advancettuthis Agreement.
“Term Note” means a Promissory Note in substantidlé form of Exhibit B-1.
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“Trademark License” means any written agreementtgrg any right to use any Trademark or Trademaghistration, now
owned or hereafter acquired by Borrower or in whschirower now holds or hereafter acquires any ager

“Trademarks” means all trademarks (registered, comtaw or otherwise) and any applications in cotinacherewith,
including registrations, recordings and applicagionthe United States Patent and Trademark Offide any similar office or agency of the
United States, any State thereof or any other cpumtany political subdivision thereof.

“UCC" means the Uniform Commercial Code as the sayniom time to time, in effect in the Commonwaadf
Massachusetts; provided, that in the event thatehgon of mandatory provisions of law, any ooéthe attachment, perfection or priority
or remedies with respect to, Lendetlien on any Collateral is governed by the Unif@emmercial Code as the same is, from time to tin
effect in a jurisdiction other than the Commonwealt Massachusetts, then the term “UCC” shall méariniform Commercial Code as in
effect, from time to time, in such other jurisdagtisolely for purposes of the provisions theretdtieg to such attachment, perfection, priority
or remedies and for purposes of definitions relédeslich provisions.

“Warrant” means the warrant entered into in conieectvith the Loan.

Unless otherwise specified, all references in Algseement or any Annex or Schedule hereto to atf@g¢ “subsection,” “Exhibit,”
“Annex,” or “Schedule” shall refer to the corresplarg Section, subsection, Exhibit, Annex, or Schedu or to this Agreement. Unless
otherwise specifically provided herein, any accougiterm used in this Agreement or the other Loacubnents shall have the meaning
customarily given such term in accordance with GAAR all financial computations hereunder shattdmputed in accordance with GA/
consistently applied. Unless otherwise definedihavein the other Loan Documents, terms that aegltherein or in the other Loan
Documents and defined in the UCC shall have theninga given to them in the UCC.

SECTION 2. THE LOAN
2.1 Term Loan.

(a) Advances. Subject to the terms and conditidriki® Agreement, Lender will make, and Borroweress to draw, a Term
Advance of $7,500,000 (the “First Tranche”) on @lesing Date. Beginning on the Closing Date, amticaing through
March 31, 2012, Borrower may request one additidean Advance in an aggregate amount up to $12080Qthe “Second
Tranche”). The aggregate outstanding Term Advantgsbe up to the Maximum Term Loan Amount.

(b) Advance Request. To obtain a Term Advance,®weer shall complete, sign and deliver an Advancgugst (which, as
to the Second Tranche, shall be at least five lgsidays before the Advance Date) and Term Ndterider. Lender shall fund
the Term Advance in the manner requested by theAc Request provided that each of the conditioesepent in Section 4 of
this Agreement applicable to such Term Advancaiisied as of the requested Advance Date.
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(c) Interest. The principal balance of each Termvaxdte shall bear interest thereon from such Adva@ate at the Interest
Rate based on a year consisting of 360 days, niénast computed daily based on the actual nunflaays elapsed. The Interest
Rate will float and change on the day the PrimeeR&anges from time to time.

(d) Payment. Borrower will pay interest on eachriérdvance in arrears on the first business dayaochenonth, beginning
the month after the Advance Date and ending onalgr) 2013 (the “Interest Only Period”). Borrovedrall repay the aggregate
Term Loan principal balance that is outstandinghanfirst anniversary of the Closing Date in 30aquonthly installments of
principal and interest beginning February 1, 204@ eontinuing on the first business day of eachtimtimereafter.
Notwithstanding the foregoing, Borrower may elecpbstpone the date on which the first such imsedit is due until May 1,
2013, (and the last payment date of the Intere$t Period shall be April 1, 2013), provided Borrawes begun the Proof of
Concept study for CTP-499, meaning that the fiedtgmt has been enrolled in a clinical study inchhsubjects with diabetes and
reduced kidney function are randomly assigneddeive either placebo or CTP-499 treatment. Theeiigrm Loan principal
balance and all accrued but unpaid interest heeustall be due and payable on Maturity Date. ®&oer shall make all paymel
under this Agreement without setoff, recoupmerdextuction and regardless of any counterclaim cerdef. Lender will initiate
debit entries to the Borrower’s account as autleorian the ACH Authorization on each payment dat&lqderiodic obligations
payable to Lender under each Term Note or Term Acwa

2.2 Maximum Interest. Notwithstanding any provisiorihis Agreement, the Notes, or any other Loaguoent, it is the parties’
intent not to contract for, charge or receive iest@at a rate that is greater than the maximunpextmissible by law that a court of
competent jurisdiction shall deem applicable hefefoich under the laws of the Commonwealth of Maksaetts shall be deemed to be
the laws relating to permissible rates of intemstommercial loans) (the “Maximum Rate”). If a doof competent jurisdiction shall
finally determine that Borrower has actually paid-ender an amount of interest in excess of theustihat would have been payabl
all of the Secured Obligations had at all timesikednterest at the Maximum Rate, then such excesseist actually paid by Borrower
shall be applied as follows: first, to the paymefprincipal outstanding on the Notes; second raflieprincipal is repaid, to the payme
of Lenders accrued interest, costs, expenses, professieeslind any other Secured Obligations; and thitet, @l Secured Obligatiol
are repaid, the excess (if any) shall be refundeBbtrower.

2.3 Default Interest. In the event any paymenbispaid on the scheduled payment date, an amouwiad &mjfive percent (5%) of
the past due amount shall be payable on demand theooccurrence and during the continuation deaent of Default hereunder, all
Secured Obligations, including principal, interestmpounded interest, and professional fees, bball interest at a rate per annum
equal to the rate set
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forth in Section 2.1(c) plus five percent (5%) panum. In the event any interest is not paid whenhereunder, delinquent interest
shall be added to principal and shall bear intevashterest, compounded at the rate set fortrenti&n 2.1(c).

2.4 Prepayment. At its option upon at least 7 eggrdays prior notice to Lender, Borrower may pyeglabut not less than all, of
the outstanding Advances by paying the entire praidalance, all accrued and unpaid interest,ttagevith a prepayment charge ec
to the following percentage of the Advance amowind prepaid: if such Advance amounts are pregaahy of the first twelve
(12) months following the Closing Date, 3.0%; atigelve (12) months but prior to twenty four (24pnths, 2.0%; and thereafter, 1.0%
(each, a “Prepayment Charge”). Borrower agreesthigaPrepayment Charge is a reasonable calculatibender’s lost profits in view
of the difficulties and impracticality of determirg actual damages resulting from an early repaywiethie Advances. Borrower shall
prepay the outstanding amount of all principal andrued interest through the prepayment date anBrpayment Charge upon
demand of the Lender made no later than 30 dalmfilg a Change in Control.

SECTION 3. SECURITY INTEREST

3.1 As security for the prompt and complete paymérgn due (whether on the payment dates or otheywisall the Secured
Obligations, Borrower grants to Lender a securitgiiest in all of Borrower’s personal property nowned or hereafter acquired,
including the following (collectively, the “Collatal”): (a) Receivables; (b) Equipment; (c) Fixturéd) General Intangibles (other than
Intellectual Property); (e) Inventory; (f) InvestmdProperty (but excluding thirty-five percent (3p&6 the capital stock of any foreign
Subsidiary that constitutes a Permitted Investmég})Deposit Accounts; (h) Cash; (i) Goods; arfieotangible and intangible perso
property of Borrower whether now or hereafter owneéxisting, or acquired by, Borrower and wherdweeated; and, to the extent not
otherwise included, all Proceeds of each of thedoing and all accessions to, substitutions anldecements for, and rents, profits and
products of each of the foregoing. Notwithstanding of the foregoing, the Collateral shall not uraey circumstance include, and no
security interest is granted in (i) Borrower’s lieetual Property, providedhowever, that the Collateral shall include alcAants and
General Intangibles that consist of rights to paynaad proceeds from the sale, licensing or disiposof all or any part, or rights in, t
Borrower’s Intellectual Property (the “Rights toyeent”); (ii) any capital stock of any foreign sidiary that constitutes a Permitted
Investment in excess of 65% of such capital stpobyided that Lendes'taking a security interest in more than 65% chsstock woul
be reasonably expected to cause Borrower to irsxgrae tax consequences; (iii) any assets of Banrdlat both (x) consist of
compounds and raw materials used to manufactuphbimaceuticals or which are used for precliniestibg or clinical trials, and
(y) are located outside of the United States, @ fom so long as the grant of such security integeprohibited by or requires a consent
under any applicable requirement of law of a judgdn other than the United States or any statetloer subdivision thereof, provided
that the Borrower shall not be required to undertaky steps under the laws of any applicable fargigsdiction with respect to the
creation, perfection or priority of the Securedti?arsecurity interests in such assets; (iv) eq@ptn
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financed by capital leases or purchase money fingrand all Borrower’s books and records relatmghe foregoing, and any and all
claims, rights and interest in such assets ansbabtitutions for, additions, attachments, accéssoaccessions and improvements to
replacements, products, proceeds and insurancegas®f any or all of the foregoing; and (v) angtcar cash equivalents described in
clause (vii) of the definition of Permitted Indetiteess. Notwithstanding the foregoing, if a judi@athority (including a U.S.
Bankruptcy Court) holds that a security intereghim underlying Intellectual Property is necesgariyave a security interest in the
Rights to Payment, then the Collateral shall autarally, and effective as of the date of this Agremt, include the Intellectual Prope
to the extent necessary to permit perfection ofdegis security interest in the Rights to Paymextept to the extent that such inclusion
as Collateral could be inconsistent with or confliith the GSK Agreement or any agreement entargdin connection with a Permitt
Transfer or interfere with the parties’ rights arthedies thereunder.

SECTION 4. CONDITIONS PRECEDENT TO LOAN

The obligations of Lender to make the Loan hereuade subject to the satisfaction by Borrower ef fibllowing conditions:
4.1 Initial Advance. On or prior to the Closing BaBorrower shall have delivered to Lender theofeihg:

(a) executed originals of the Loan Documents, Aot@ontrol Agreements, a legal opinion of Borrowserbunsel, and all
other documents and instruments reasonably reqbiyrée:nder to effectuate the transactions conteraglbereby or to create and
perfect the Liens of Lender with respect to alll&eiral, in all cases in form and substance redspreceptable to Lender;

(b) certified copy of resolutions of Borrower’s daf directors evidencing approval of (i) the Laard other transactions
evidenced by the Loan Documents; and (ii) the Waraad transactions evidenced thereby;

(c) certified copies of the Certificate of Incorption and the Bylaws, as amended through the Gjd3ate, of Borrower;

(d) a certificate of good standing for Borrowerrfrdts state of incorporation and similar certifeesafrom all other
jurisdictions in which it does business and whaeeftilure to be qualified would have a Materia&dse Effect;

(e) payment of the Facility Charge and reimbursero&hender’s current expenses reimbursable putsioathis Agreement,
which amounts may be deducted from the initial Atheg and

(f) such other documents as Lender may reasonehlyest.
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4.2 All Advances. On each Advance Date:

(a) Lender shall have received an Advance Requesaadlote for the relevant Advance as requireddwntién 2.1(b), as
applicable, each duly executed by Borrower's Chiedcutive Officer, Chief Operating Officer or Chighancial Officer.

(b) The representations and warranties set forthimAgreement and in Section 5 of this Agreenséral be true and correct
in all material respects on and as of the Advanae vith the same effect as though made on antisagh date, except to the
extent such representations and warranties exgnedate to an earlier date.

(c) Borrower shall be in compliance in all materiedpects with all the terms and provisions sehfberein and in each other
Loan Document on its part to be observed or perfoknand at the time of and immediately after sudiialce no Event of Defai
shall have occurred and be continuing.

(d) Each Advance Request shall be deemed to catestitrepresentation and warranty by Borrower errg¢hevant Advance
Date as to the matters specified in paragraphan@)c) of this Section 4.2 and as to the mat&trfosth in the Advance Request.

4.3 No Default. As of the Closing Date and eacha@wube Date, as applicable, (i) no fact or condigwists that would (or would,
with the passage of time, the giving of noticeboth) constitute an Event of Default and (ii) notbtél Adverse Effect has occurred
and is continuing.

SECTION 5. REPRESENTATIONS AND WARRANTIES OF BORROWER

Borrower represents and warrants that:

5.1 Corporate Status. Borrower is a corporatiory dujanized, legally existing and in good standinger the laws of the State of
Delaware, and is duly qualified as a foreign cogpion in all jurisdictions in which the nature tg business or location of its properties
require such qualifications and where the failarée qualified could reasonably be expected to aVaterial Adverse Effect.
Borrower’s present name, former names (if any), edvand leased locations, place of formation, tertification number,
organizational identification number and other mfiation are correctly set forth in Exhibit C, asyntee updated by Borrower in a
written notice (including any Compliance Certifieaprovided to Lender after the Closing Date.

5.2 Collateral. Borrower owns its property, freeafifLiens, except for Permitted Liens. Borrowes ltlae corporate power and
authority to grant to Lender a Lien in the Collateas security for the Secured Obligations.

5.3 Consents. Borrower’s execution, delivery andgumance of the Notes, this Agreement and all otloan Documents, and
Borrower’s execution of the Warrant, (i) have bdeiy authorized by all necessary corporate actidBoorower, (ii) will not result in
the creation or imposition of any Lien upon thel@®iral, other than Permitted
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Liens and the Liens created by this Agreement hadther Loan Documents, (iii) do not violate angvisions of Borrower’s
Certificate of Incorporation, bylaws, or any maaétaw, regulation, order, injunction, judgmentcdee or writ to which Borrower is
subject and (iv) except as described on Sched8|edb.not violate any material contract or agreenoemequire the consent or approval
of any other Person that has not been obtainedinfidual or individuals executing the Loan Docemts and the Warrant on behal
the Borrower are duly authorized to do so.

5.4 Material Adverse Effect. No Material Adversddet has occurred and is continuing.

5.5 Actions Before Governmental Authorities. Excapidescribed on Schedule 5.5, there are no actioits or proceedings at li
or in equity by or before any governmental autlyanibw pending or, to the knowledge of Borrowergtitened in writing against or
affecting Borrower or its property as to which #hé a reasonable likelihood of an adverse detetioim and which, if adversely
determined, would reasonably be expected to, iddally or in the aggregate, result in a Materiav&de Effect.

5.6 Laws; Agreements. Borrower is not in violatafrany law, rule or regulation, or in default wigspect to any judgment, writ,
injunction or decree of any governmental authositiere such violation or default is reasonably efge to result in a Material Adver
Effect. Borrower is not in default in any mannedanany provision of any agreement or instrumeidancing Indebtedness, or any
other material agreement to which it is a partpywwhich it is bound, and which default would reeioly be expected to have a
Material Adverse Effect.

5.7 Information Correct and Current. No report, Adge Request, financial statement, exhibit or sdleefdirnished, by or on
behalf of Borrower to Lender in connection with drgan Document or included therein or deliveredspant thereto, when taken
together with all such other reports, statementsttoer documents or writings, contains any mateniakstatement of fact or omits to
state any material fact necessary to make thensgatis therein, in the light of the circumstancedenrwhich they are made, not
misleading at the time such statement was madeemdd made. Additionally, any and all financiabasiness projections provided by
Borrower to Lender shall be at the time deliverg¢grovided in good faith and based on the mostenirdata and information available
to Borrower, and (ii) the most current of such potijons provided to Borrower’s Board of Directors.

5.8 Tax Matters. Except as described on Sched8|d&). Borrower has filed all material federal tstand local tax returns that it
required to file (or extensions thereof), (b) Baves has duly paid or fully reserved (if requiredlean GAAP) for all material taxes or
installments thereof (including any interest or géas) as and when due, which have or may becaragdrsuant to such returns, and
(c) Borrower has paid or fully reserved for any enitl tax assessment received by Borrower forhheet (3) years preceding the
Closing Date, if any (including any taxes beingtested in good faith and by appropriate proceedlings
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5.9 Intellectual Property Claims. Except for PetedtLiens, Borrower is the sole owner of, or othieeshas the right to use, the
Intellectual Property material to its business. &ptas described on Schedule 5.9,(i) to Borrowertavledge, each of the material
issued Copyrights, Trademarks and Patents is walidenforceable, (ii) no material Intellectual Redp of Borrower has been judged
a decision of a court of competent jurisdictiornyalid or unenforceable, in whole or in part, ang (io claim has been made to Borro
in writing that any material Intellectual PropedfyBorrower violates the rights of any third paetycept to the extent such claim would
not reasonably be expected to cause a Material Adugffect. Exhibit D is a true, correct and conlést of each of Borrower’s
Patents, registered Trademarks, registered Copgrighd material agreements under which Borrowenges Intellectual Property frc
third parties (shrink-wrap software licenses arnckabn license agreements, open source code aed lathnses available to the public
without customization shall not be considered aemiatLicense or agreement), together with apgheadr registration numbers, as
applicable, owned by Borrower or any Subsidiaryedtch case as of the Closing Date. Borrower ismiaterial breach of, nor has
Borrower failed to perform any material obligatiansder, any of the foregoing contracts, licensesgoeements and, to Borrower’s
knowledge, no third party to any such contracgn&e or agreement is in material breach thereloésffailed to perform any material
obligations thereunder in each case which wouldaeably be expected to have a Material AdversecEffe

5.10 Intellectual Property. Except as describe&cimedule 5.10, Borrower has, or in the case ofpaogosed business, will have,
all material rights with respect to Intellectuabperty necessary in the operation or conduct of@®eer’s business as currently
conducted and proposed to be conducted by Borraii#hout limiting the generality of the foregoingther than in connection with
Permitted Transfers, and in the case of materibbund Licenses, except for restrictions that arenforceable under Division 9 of the
UCC and except as provided in the GSK Agreement,ddeer has the right, to the extent required torafgeBorrower’s business, to
freely transfer, license or assign the IntellecRiperty licensed pursuant to such material Lieenghout condition, restriction or
payment of any kind (other than payments in thénamy course of business) to any third party, Baepowns or has the right to use,
pursuant to valid licenses, all material softwaeggelopment tools, library functions, compilers atlder third-party software and other
items that are necessary for the design, developmpemotion, sale, license, manufacture, impoqpoet, use or distribution of
Borrower Products that are currently being clificdeveloped, manufactured or sold by Borrower. theravoidance of doubt, shrink-
wrap licenses, click on license agreements, operceacode and other licenses available to the pwbthout customization shall not be
considered a material License.

5.11 Borrower Products. Except as described onddtt&.11, no material Intellectual Property owbgdBorrower or Borrower
Product has been or is subject to any actual dhgdnowledge of Borrower, threatened (in writifiyation, inter-party proceeding
(including any proceeding in the United States Rtadad Trademark Office or any corresponding faraifice or agency) or
outstanding decree, order, judgment, settlemermeagent or stipulation that restricts in any mategspect Borrower’s use,

15



transfer or licensing thereof or that may affeet validity, use or enforceability thereof. To Bomer’'s knowledge, there is no decree,
order, judgment, agreement, stipulation, arbitvedua or other provision entered into in connectidtih any litigation or proceeding that
obligates Borrower to grant licenses or ownershiprest in any future material Intellectual Propeedated to the operation or conduct
of the business of Borrower or Borrower ProductsrBwer has not received any written notice ormalahallenging Borrower's
ownership in any material Intellectual Propertywitten notice of any claim challenging the owrgpsin any material licensed
Intellectual Property of the owner thereof) or segting that any third party has any claim of legabeneficial ownership with respect
thereto. To Borrower’s knowledge, neither Borrowarse of its material Intellectual Property nor pheduction and sale of Borrower
Products infringes in any material respect thelledttual Property or other rights of others.

5.12 Financial Accounts. Exhibit E, as may be updddy the Borrower in a written notice provided ender after the Closing
Date, is a true, correct and complete list of (Bhanks and other financial institutions at whBbrrower or any Subsidiary maintains
Deposit Accounts and (b) all institutions at whigbrrower or any Subsidiary maintains an accoundiingl Investment Property, and
such exhibit correctly identifies in all materialspects the name, address and telephone numhbactobank or other institution, the
name in which the account is held, and the completeunt number therefor.

5.13 Employee Loans. Except as permitted as a Redrinvestment, Borrower has no outstanding laarsy employee, officer
or director of the Borrower nor has Borrower guéead the payment of any loan made to an employ#egioor director of the
Borrower by a third party.

5.14 Capitalization and Subsidiaries. Borrower'gitadization as of the Closing Date is set forthSahedule 5.14 annexed hereto.
Borrower does not own any stock, partnership istepe other securities of any Person, except fomRied Investments. Attached as
Schedule 5.14, as may be updated by Borrower inteewnotice provided after the Closing Date, tsuee, correct and complete list of
each Subsidiary.

SECTION 6. INSURANCE; INDEMNIFICATION

6.1 Coverage. Borrower shall cause to be carriédnaaintained commercial general liability insuranme an occurrence form,
against risks customarily insured against in Boeogvline of business. Such risks shall includertbles of bodily injury, including
death, property damage, personal injury, advedisijury, and contractual liability per the ternmfstlee indemnification agreement fou
in Section 6.3. Borrower must maintain a minimun$af000,000 of commercial general liability insurarfincluding umbrella
coverage) for each occurrence. Borrower has arekadgo maintain a minimum of $2,000,000 of directond officers’ insurance for
each occurrence and $5,000,000 in the aggregaten§as there are any Secured Obligations outstgnBorrower shall also cause to
be carried and maintained insurance upon the @oflatinsuring against all risks of physical losglamage howsoever caused, in an
amount not less than the full replacement cosh@fQollateral, provided that such insurance maguiigect to standard exceptions and
deductibles. Borrower shall also carry and maingefidelity insurance policy in an amount not léssn $100,000.
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6.2 Certificates. Borrower shall deliver to Lendertificates of insurance that evidence Borrowegmpliance with its insurance
obligations in Section 6.1 and the obligations aored in this Section 6.2. Borrower’s insurancdifieste shall state Lender is an
additional insured for commercial general liabiliazn additional insured and a loss payee for sl property damage insurance, subject
to the insurer’s approval, a loss payee for figalisurance, and a loss payee for property inserand additional insured for liability
insurance for any future insurance that Borrowey awaquire from such insurer. Attached to the degtés of insurance will be
additional insured endorsements for liability aedder’s loss payable endorsements for all riskgntgplamage insurance and fidelity.
All certificates of insurance will provide for a mimum of thirty (30) days advance written noticd_ender of cancellation (except for
10 days for non payment). Any failure of Lendestoutinize such insurance certificates for compuiéis not a waiver of any of
Lender’s rights, all of which are reserved.

6.3 Indemnity. Borrower agrees to indemnify anddhaénder and its officers, directors, employeesn#g in-house attorneys,
representatives and shareholders harmless froragaidst any and all claims, costs, expenses, dansagkliabilities (including such
claims, costs, expenses, damages and liabilitiesdban liability in tort, including strict liabilitin tort), including reasonable attorneys’
fees and disbursements and other costs of invéistigar defense (including those incurred upon appgeal), that may be instituted or
asserted against or incurred by Lender or any Beckon as the result of credit having been extersiephended or terminated under
Agreement and the other Loan Documents or the ddtration of such credit, or in connection withasising out of the transactions
contemplated hereunder and thereunder, or anynsatiofailures to act in connection therewith, esiag out of the disposition or
utilization of the Collateral, excluding in all essclaims resulting from Lender’s or any indemngegoss negligence or willful
misconduct. Borrower agrees to pay, and to savedmrmarmless from, any and all liabilities withpest to, or resulting from any delay
in paying, any and all excise, sales or other siméxes (excluding taxes imposed on or measurg¢debget income of Lender) that may
be payable or determined to be payable with respeanty of the Collateral or this Agreement; pr@ddhowever, that (i) with respect
such liabilities imposed originally and independignn Lender, Lender shall notify a Borrower of auch liabilities within 180 days of
the initial date Lender had actual knowledge ofdears direct exposure to such liabilities, and (ii)lwiespect to all other such liabilit
not described in subsection (i), Lender shall gdiibrrower of any such liabilities within 180 dagkthe initial date Lender has actual
knowledge of its direct exposure to such liabiitie

SECTION 7. COVENANTS OF BORROWER

Borrower agrees as follows:

7.1 Financial Reports. Borrower shall furnish tonter the financial statements and reports listedihafter (the “Financial
Statements”):

(a) as soon as practicable (and in any event walidays) after the end of each month, unauditedim and year-to-date
financial statements as of the end of such montpgred on a consolidated basis, if applicablejuding balance sheet and
related statements of income and cash flows, difieel on behalf of Borrower by Borrower’'s Chiek&cutive Officer, Chief
Operating Officer or Chief Financial Officer to th#fect that they have been prepared in accordaitbeGAAP, except (i) for the
absence of footnotes, (ii) that they are subjeciotonal year end adjustments, (iii) they do nottaoncertain non-cash items, and
(iv) that they are subject to adjustment with respe revenue recognition for upfront and milestpagments.
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(b) as soon as practicable (and in any event witbidays) after the end of each of the first tlv@endar quarters of each
year (1) unaudited interim and year-to-date finahstatements as of the end of such calendar gqyarepared on a consolidated
basis, if applicable), including balance sheet @tated statements of income and cash flows, witdn behalf of Borrower by
Borrower’s Chief Executive Officer, Chief Operating Officar Chief Financial Officer to the effect that thegve been prepared
accordance with GAAP, except (i) for the absenciotnotes, (ii) that they are subject to normaryend adjustments, (iii) they
do not contain certain non-cash items, and (iv) tiey are subject to adjustment with respect vemeae recognition for upfront
and milestone payments; and (Il) before an InRiablic Offering, the most recent capitalizationl¢afor Borrower, including the
weighted average exercise price of employee stptkits.

(c) (1) as soon as practicable and in any evertimwgixty (60) days after the end of each fiscarygreliminary financial
statements as of the end of such fiscal year (peepan a consolidated basis, if applicable), iniclgdalance sheet and related
statements of income and cash flows, certified emalf of Borrower by Borrower’s Chief Executive @#r, Chief Operating
Officer or Chief Financial Officer to the effectaththey have been prepared in accordance with GA&AEept (i) for the absence
footnotes, (ii) that they are subject to normalryerad adjustments, (iii) they do not contain certabn-cash items, and (iv) that
they are subject to adjustment with respect tomageecognition for upfront and milestone paymefitspefore an Initial Public
Offering, as soon as practicable and in any evéhimsixty (60) days after the end of each fisgadr, the most recent
capitalization table for Borrower, including theigleted average exercise price of employee stodbmgtand (111) as soon as
practicable and in any event within one hundretityigl80) days) after the end of each fiscal yaadited financial statements as
of the end of such year (prepared on a consolidadsis, if applicable), including balance sheet raated statements of income
and cash flows, and setting forth in comparativenfthe corresponding figures for the precedingdiigear, certified by a firm of
independent certified public accountants selecyeBdrrower and reasonably acceptable to Lendegrapanied by an audit rep
from such accountants which is unqualified as tpeaf audit;

(d) as soon as practicable (and in any event wBidays) after the end of each month, a Compli@weséficate in the form
of Exhibit F;
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(e) promptly after the sending or filing theredd,the case may be, copies of any proxy statenfamscial statements or
reports that Borrower has made available generalholders of its Preferred Stock and copies ofragylar, periodic and special
reports or registration statements that Borrowesfivith the Securities and Exchange Commissicangrgovernmental authority
that may be substituted therefor, or any natioealisties exchange;

(f) Before an Initial Public Offering, at the samir@e and in the same manner as it gives to its o&Directors, copies of
notices, minutes, consents and other materialBiiabwer provides to its Board of Directors in oetion with meetings of the
Board of Directors, and minutes of such meetingsvided Borrower may exclude from such delivery amgterials, the disclosu
of which would reasonably be expected to constituteffect a waiver of the attorney-client priviesg

(9) financial and business projections promptlydieing their approval by Borrowes’Board of Directors, as well as budg
operating plans; and

(h) other financial information reasonably requddig Lender.

Borrower shall not make any change in its fiscargeor fiscal quarters or, without notice to Len@&y change in its accounting
policies or reporting practices. The fiscal yeaBofrower shall end on December 31.

The executed Compliance Certificate may be senfagsimile to Lender at (650) 473-9194 or via edrt@mjbourque
@herculestech.com. All Financial Statements requinebe delivered pursuant to clauses (a), (b)(@nshall be sent via e-mail to
financialstatements@herculestech.com with a coplyadorque @herculestech.com provided, that if e-isailot available or sending
such Financial Statements via e-mail is not possibley shall be sent via facsimile to Lender&@6) 468-8916, attention Chief Credit
Officer.

7.2 Management Rights. Borrower shall permit ayesentative that Lender authorizes, includingitsrneys and accountants
inspect the Collateral and examine and make capidsabstracts of the books of account and recdrBsrmower at reasonable times
and upon reasonable notice during normal businessst{but in any event no more than once in anybtmperiod unless an Event of
Default has occurred and is continuing). In addit@ny such representative shall have the rightdet with management and officers
Borrower to discuss such books of account and dscdn addition, Lender shall be entitled at reabbstimes and intervals to consult
with and advise the management and officers of&eer concerning significant business issues affgdiiorrower. Such consultations
shall not unreasonably interfere with Borrower'simess operations. The parties intend that thesigtanted Lender shall constitute
“management rights” within the meaning of 29 C.IB&tion 2510.3:01(d)(3)(ii), but that any advice, recommendationparticipatior
by Lender with respect to any business issues sbalbe deemed to give Lender, nor be deemed anisady Lender of, control over
Borrower’'s management or policies.
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7.3 Further Assurances. Borrower shall from timértee execute, deliver and file, alone or with Lendany financing statements,
security agreements, collateral assignments, mtemntrol agreements, or other necessary docurteptsfect or give to Lender a first
priority Lien on the Collateral (subject to PermdtLiens). Borrower shall from time to time procargy instruments or documents as
may be reasonably requested by Lender, and takerdiler action that may be necessary or desirablthat Lender may reasonably
request, to perfect and protect the Liens grangzddy and thereby. In addition, and for such puEpasly, Borrower hereby authorizes
Lender to execute and deliver on behalf of Borroar to file such financing statements, collatassignments, notices, control
agreements, security agreements and other documightsit the signature of Borrower either in Leriderame or in the name of
Lender as agent and attorney-in-fact for BorroBarrower shall in its reasonable business judgmestect and defend Borrowsttitle
to the Collateral and Lender’s Lien thereon agaafigPersons claiming any interest adverse to Beercor Lender other than Permitted
Liens.

7.4 Indebtedness. Borrower shall not create, iressume, guarantee or be or remain liable withetgp any Indebtedness, or
permit any Subsidiary so to do, other than Pernhititelebtedness or prepay any Indebtedness or mkaciions which impose on
Borrower an obligation to prepay any Indebtednéssg time before the Maturity Date, except for toaversion of Indebtedness into
equity securities and the payment of cash in ligfuaztional shares in connection with such coniogrs

7.5 Encumbrances. Borrower shall at all times kteproperty free and clear from any Liens whatso€except for Permitted
Liens), and shall give Lender prompt written notideen the Borrower knows of any legal process &iffgcsuch property, or any Liens
thereon. Borrower shall cause its Subsidiariegotept and defend such Subsidiary’s title to itsgarty from and against all Persons
claiming any interest adverse to such Subsidiargt,Borrower shall cause its Subsidiaries at aletno keep such Subsidiagyroperty
free and clear from any Liens whatsoever (excepP@mitted Liens), and shall give Lender prompttem notice when the Borrower
knows of any legal process affecting such Subsittigoroperty. Borrower shall not enter into anyesmnent with any Person other than
Lender (other than in connection with Permittednisiand Permitted Transfers) that has the effesificting Borrower from granting
Lien on its Intellectual Property to Lender.

7.6 Investments. Borrower shall not directly oriiedtly acquire or own, or make any Investmentriicoany Person, or permit a
of its Subsidiaries so to do, other than Permitegstments.

7.7 Distributions. Borrower shall not, and shalt atbow any Subsidiary to, (a) repurchase or redaagnclass of stock or other
equity interest other than (i) pursuant to emplogeector or consultant repurchase plans or ahmsilar agreements, in an aggregate
amount not to exceed $250,000, or (ii) pursuargdotion 4 of the Third Amended and Restated Ri§Rirst Refusal and Co-Sale
Agreement dated as of June 1, 2009 provided thasach repurchase is approved by the Borrower'sdofDirectors, in an aggregate
amount not to exceed $500,000, (b) declare or pgycash dividend or
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make a cash distribution on any class of stocklueroequity interest, except that a Subsidiary peydividends or make distributions
to Borrower, or (¢) lend money to any employeefcefs or directors or guarantee the payment ofsargh loans granted by a third
party other than Permitted Investments.

7.8 Transfers. Except for Permitted Transfers, Rethinvestments and Permitted Liens, Borrowell stw voluntarily or
involuntarily transfer, sell, lease, license, lemdn any other manner convey any equitable, berafor legal interest in any material
portion of their assets.

7.9 Mergers or Acquisitions. (a) Borrower shall narge or consolidate, or permit any of its Sulasids to merge or consolidate,
with or into any other business organization (othan mergers or consolidations of a Subsidiany amtother Subsidiary or into
Borrower), (b) Borrower shall not acquire, or peramy of its Subsidiaries to acquire, all or subs#dly all of the capital stock or
property of another Person other than Permitteddtmaents. Borrower may dissolve any Subsidiarpag &s the assets of that
Subsidiary are promptly distributed to such Sulasids shareholder.

7.10 Taxes. Borrower and its Subsidiaries shallyhgn due all material taxes, fees or other chav§asy nature whatsoever
(together with any related interest or penaltiesy or hereafter imposed or assessed against Barrberder or the Collateral or upon
Borrower’s ownership, possession, use, operatiatisposition thereof or upon Borrower’s rents, iptseor earnings arising therefrom.
Borrower shall file on or before the due date tfarall personal property tax returns (or extens)dn respect of the Collateral.
Notwithstanding the foregoing, Borrower may contesgood faith and by appropriate proceedingses$a®r which Borrower maintains
adequate reserves therefor in accordance with GAAP.

7.11 Corporate Changes.

(a) Neither Borrower nor any Subsidiary shall cheaitg corporate name, legal form or jurisdictiorfanation without
twenty (20) days’ prior written notice to Lender.

(b) The Borrower shall not suffer a Change in Calntr

(c) Neither Borrower nor any Subsidiary shall relecits chief executive office or its principal @deof business unless: (i) it
has provided prior written notice to Lender; angqiuch relocation shall be within the continentalited States.

(d) Neither Borrower nor any Subsidiary shall reftecany item of Collateral (other than (v) Borroweoducts, including
compounds and raw materials used to manufactuphhimaceuticals or which are used for precliniealihg or clinical trials, in
the ordinary course of business, (w) Permitted 3fens, (x) sales of Inventory in the ordinary ceuo$ business, (y) relocations of
Equipment having an aggregate value of up to $T80i® any fiscal year, and (z) relocations of Cteltal from a location
described on Exhibit C to another location describe Exhibit C) unless (i) it has
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provided prompt written notice to Lender, (ii) suethocation is within the continental United Staaéesl, (iii) if such relocation is
a third party bailee, and the Collateral has ae/éiuexcess of $250,000, it has delivered a baidgeement in form and substance
reasonably acceptable to Lender.

7.12 Deposit Accounts. Neither Borrower nor any sdilary shall maintain any Deposit Accounts consitig Collateral (other
than payroll accounts or accounts holding trustiftaxes), or accounts holding Investment Properhstituting Collateral, except with
respect to which Lender has an Account Control Agrent, if applicable.

7.13 Subsidiaries. Borrower shall notify Lendeeath Subsidiary formed subsequent to the Closirg 8ad, within 15 days of
formation, shall cause any such Subsidiary organizeler the laws of any State within the Unitedeétéo execute and deliver to
Lender a Joinder Agreement.

SECTION 8. RESERVED
8.1 Reserved.

SECTION 9. EVENTS OF DEFAULT

The occurrence of any one or more of the followergnts shall be an Event of Default:

9.1 Payments. Borrower fails to pay any amountuhger this Agreement, the Notes or any of the dtie@an Documents on the
due date, and in each case such default contioun@sdre than 3 business days after the due dateaher

9.2 Covenants. Borrower breaches or defaults ip#rarmance of any covenant under any of the L@acuments, and (a) with
respect to a default under any such covenant tuhideAgreement (other than under Sections 6.1,776,7.7, 7.8, 7.9 or 7.11) such
default continues for more than ten (10) business @fter the earlier of the date on which (i) Lemidas given notice of such default to
Borrower and (ii) Borrower has actual knowledgesoth default, or (b) with respect to a default uradey of Sections 6.1, 7.5, 7.6, 7.7,
7.8 or 7.9, (b) the occurrence of such defaul{cpwith respect to a default under any of Sectibi8¢a) and 7.11(b), the Lender has
given notice of such default to Borrower no lateart 30 days after a Change of Control; or

9.3 Material Adverse Effect. An event has occutiest would reasonably be expected to have a Matkderse Effect; or

9.4 Other Loan Documents. The occurrence of anguliefinder any Loan Document, the Warrant or ahgroagreement between
Borrower and Lender and such default continuesniore than ten business (10) days after the eafligx) Lender has given notice of
such default to Borrower, or (b) Borrower has ackmawledge of such default; or
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9.5 Representations. Any representation or warnanagle by Borrower in any Loan Document or in theMfa shall have been
false or misleading in any material respect; or

9.6 Insolvency. Borrower (A) (i) shall make an gssnent for the benefit of creditors; or (ii) shiadl unable to pay its debts as they
become due, or be unable to pay the Secured Oblgatnder the Loan Documents, or shall becomehiart or (iii) shall file a
voluntary petition in bankruptcy; or (iv) shalldiany petition, answer, or document seeking fetfiny reorganization, arrangement,
composition, readjustment, liquidation, dissoluta@rsimilar relief under any present or future i@t law or regulation pertinent to such
circumstances; or (v) shall seek or consent taqui@sce in the appointment of any trustee, receordiquidator of Borrower or of all
or any substantial part (i.e., 33-1/3% or morethefassets or property of Borrower; or (vi) shakhge operations of its business as its
business has normally been conducted for 3 corigedutisiness days, or terminate substantiallyfatseemployees; or (vii) Borrower
or its directors or majority shareholders shalktaky action initiating any of the foregoing aciatescribed in clauses (i) through (vi);
or (B) either (i) sixty (60) days shall have explilgter the commencement of an involuntary actigairgst Borrower seeking
reorganization, arrangement, composition, readjestpliquidation, dissolution or similar relief uerdany present or future statute, law
or regulation, without such action being dismissedll orders or proceedings thereunder affectirggdperations or the business of
Borrower being stayed; or (ii) a stay of any suniheo or proceedings shall thereafter be set asiddte action setting it aside shall not
be timely appealed; or (iii) Borrower shall fileyaanswer admitting or not contesting the mateilebations of a petition filed against
Borrower in any such proceedings; or (iv) the camusvhich such proceedings are pending shall entégcree or order granting the re
sought in any such proceedings; or (v) forty fi¢g)(days shall have expired after the appointmeitihout the consent or acquiescence
of Borrower, of any trustee, receiver or liquidabbBorrower or of all or any substantial part loé properties of Borrower without such
appointment being vacated; or

9.7 Attachments; Judgments. Any portion of Borrdaessets having a value in excess of $350,00tasteed or seized, or a levy
is filed against any such assets, or a judgmejutdgments (not covered by insurance as to whicimsurer not affiliated with Borrower
has acknowledged coverage) is/are entered forapment of money, individually or in the aggregateat least $350,000, and remains
unstayed, unbonded and unsatisfied for more thaa$6, or Borrower is enjoined or in any way praedrby court order from
conducting any material part of its business; or

9.8 Other Obligations. The occurrence of any deéfamtler any agreement or obligation of Borrowepiming any Indebtedness in
excess of $175,000.

SECTION 10. REMEDIES

10.1 General. Upon and during the continuance pfosre or more Events of Default, (i) Lender mayifsabption, accelerate and
demand payment of all or any part of the Securelig@ions together with a Prepayment Charge anthdethem to be immediately
due and payable (provided, that upon the occurrehae Event of Default of

23



the type described in Section 9.6, the Notes dnaf #he Secured Obligations shall automaticallyalbeelerated and made due and
payable, in each case without any further noticacty, and (ii) Lender may notify any of Borrowedscount debtors to make payment
directly to Lender, compromise the amount of arghsaccount on Borrower’s behalf and endorse Lesdaime without recourse on
any such payment for deposit directly to Lendecsoaint. Lender may exercise all rights and remedi#srespect to the Collateral
under the Loan Documents or otherwise availableunder the UCC and other applicable law, inclgdine right to release, hold, sell,
lease, liquidate, collect, realize upon, or otheeadispose of all or any part of the Collateral #redright to occupy, utilize, process and
commingle the Collateral. All Lender’s rights ammedies shall be cumulative and not exclusive.

10.2 Collection; Foreclosure. Upon the occurrema during the continuance of any Event of Defdiwgtader may, at any time or
from time to time, apply, collect, liquidate, sillone or more sales, lease or otherwise dispgsangfor all of the Collateral, in its then
condition or following any commercially reasonaphleparation or processing, in such order as Lemdgrelect. Any such sale may be
made either at public or private sale at its plafdeusiness or elsewhere. Borrower agrees thasacly public or private sale may occur
upon ten (10) calendar days’ prior written notiedbrrower. Lender may require Borrower to asserttmeCollateral and make it
available to Lender at a place designated by Letigris reasonably convenient to Lender and Bogrowhe proceeds of any sale,
disposition or other realization upon all or anytpd the Collateral shall be applied by Lendethia following order of priorities:

First, to Lender in an amount sufficient to payul Lender’s costs and professionals’ and advisfess and expenses as
described in Section 11.11;

Second, to Lender in an amount equal to the theaidramount of the Secured Obligations (includiriggipal, interest,
and the Default Rate interest), in such order amatity as Lender may choose in its sole discretamm

Finally, after the full and final payment in Caghadi of the Secured Obligations, to any creditofding a junior Lien on tt
Collateral, or to Borrower or its representatives®a court of competent jurisdiction may direct.

Lender shall be deemed to have acted reasonatitg icustody, preservation and disposition of anthefCollateral if it complies with the
obligations of a secured party under the UCC.

10.3 The Lender agrees not to issue a notice dfigixe control or any other instruction under amgcéunt Control Agreement
unless an Event of Default has occurred and isirmaing.

10.4 No Waiver. Lender shall be under no obligatmmarshal any of the Collateral for the benefiBorrower or any other
Person, and Borrower expressly waives all riglt@ny, to require Lender to marshal any Collateral.

10.5 Cumulative Remedies. The rights, powers angkdées of Lender hereunder shall be in additicalltdghts, powers and
remedies given by statute or rule of
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law and are cumulative. The exercise of any onaane of the rights, powers and remedies providedihehall not be construed as a
waiver of or election of remedies with respectity ather rights, powers and remedies of Lender.

SECTION 11. MISCELLANEOUS

11.1 Severability. Whenever possible, each promisicthis Agreement shall be interpreted in sucimmes as to be effective and
valid under applicable law, but if any provisiontbis Agreement shall be prohibited by or invalitar such law, such provision shall
be ineffective only to the extent and durationwdts prohibition or invalidity, without invalidatinthe remainder of such provision or-
remaining provisions of this Agreement.

11.2 Notice. Except as otherwise provided hereig,reotice, demand, request, consent, approvaladd®n, service of process or
other communication (including the delivery of Rical Statements) (a “Notification”) that is recgd;, contemplated, or permitted
under the Loan Documents or with respect to thgestinatter hereof shall be in writing, and shalldeemed to have been validly
served, given, delivered, and received upon thigeeaf: (i) the day of transmission by facsimileltand delivery or delivery by an
overnight express service or overnight mail deipggrvice; or (ii) the third calendar day after dgipin the United States mails, with
proper first class postage prepaid, in each cadeeased to the party to be notified as follows:

(a) If to Lender:

HERCULES TECHNOLOGY GROWTH CAPITAL, INC.
Legal Department

Attention: Chief Legal Officer and Janice Bourque

400 Hamilton Avenue, Suite 310

Palo Alto, CA 94301

Facsimile: 650-473-9194

Telephone: 650-289-3060

With a copy to:

HERCULES TECHNOLOGY GROWTH CAPITAL, INC.
31 St. James Ave., Suite 790

Boston, MA 02116

Attention: Janice Bourque

Facsimile: 617-

Telephone: 617-314-9992

(b) If to Borrower:

CONCERT PHARMACEUTICALS, INC.
99 Hayden Ave., Suite 500

Lexington, MA 02421

Attention: Nancy Stuart

Chief Operating Officer

Facsimile:

Telephone:
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With a copy (that shall not constitute notice) to:

Wilmer Cutler Pickering Hale and Dorr LLP.
60 State Street

Boston, MA 02446

Attention: David E. Redlick

Facsimile: 617-526-5000

Telephone: 617-526-6000

or to such other address as each party may desitpratself by like notice. Any notification dekved to a party to this Agreement in
accordance with this Section shall be valid notsteinding any failure to deliver a copy thereof ®eaison not party to this Agreement.

11.3 Entire Agreement; Amendments. This AgreentéetNotes, and the other Loan Documents constitgentire agreement
and understanding of the parties hereto in regfabie subject matter hereof and thereof, and seplerand replace in their entirety any
prior proposals, term sheets, letters, negotiatiwrether documents or agreements, whether writteral, with respect to the subject
matter hereof or thereof (including Lender’s redipeoposal letter dated October 12, 2011). Nortbeterms of this Agreement, the
Notes or any of the other Loan Documents may bendeteexcept by an instrument executed by eachegfdhties hereto.

11.4 No Strict Construction. The parties heretoehgarticipated jointly in the negotiation and drajtof this Agreement. In the
event an ambiguity or question of intent or intetption arises, this Agreement shall be constredtidrafted jointly by the parties
hereto and no presumption or burden of proof srédk favoring or disfavoring any party by virtuettee authorship of any provisions
this Agreement.

11.5 No Waiver. The powers conferred upon LendethisyAgreement are solely to protect its rightecki@der and under the ott
Loan Documents and its interest in the Collatenal shall not impose any duty upon Lender to exeraisy such powers. No omission
or delay by Lender at any time to enforce any rghtemedy reserved to it, or to require perforngasicany of the terms, covenants or
provisions hereof by Borrower at any time desigdashall be a waiver of any such right or remedwlhich Lender is entitled, nor shall
it in any way affect the right of Lender to enfosuech provisions thereafter.

11.6 Survival. All agreements, representationsvaadanties contained in this Agreement, the Notesthe other Loan
Documents or in any document delivered pursuargtbean thereto shall be for the benefit of Lendwt ahall survive the execution and
delivery of this Agreement and Section 6.3 and noyisions that, by their express terms are toigarthe expiration or other
termination of this Agreement shall survive sucpietion or termination.
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11.7 Successors and Assigns. The provisions ofhisement and the other Loan Documents shall itaitke benefit of and be
binding on Borrower and its permitted assignsfif)aBorrower shall not assign its obligations unttiés Agreement, the Notes or any
of the other Loan Documents without Lender’s expm@sor written consent, and any such attempteigias®nt shall be void and of no
effect. Lender may assign, transfer, or endorsegtgs hereunder and under the other Loan Docuwsrterdn Assignee (defined in
Section 11.13) without prior notice to BorrowerBmrrower’s consent, and all of such rights shalreto the benefit of Lender’s
successors and assigns.

11.8 Governing Law. This Agreement, the Notes dedother Loan Documents have been negotiated divémel to Lender in
the Commonwealth of Massachusetts, and shall heee dccepted by Lender in the Commonwealth of Masstts. Payment to
Lender by Borrower of the Secured Obligations is oluthe Commonwealth of Massachusetts. This Agesgnthe Notes and the other
Loan Documents shall be governed by, and constmddnforced in accordance with, the laws of then@onwealth of Massachuse!
excluding conflict of laws principles that wouldusz the application of laws of any other jurisdioti

11.9 Consent to Jurisdiction and Venue. All judipisoceedings (to the extent that the referencairement of Section 11.10 is 1
applicable) arising in or under or related to thigeement, the Notes or any of the other Loan Dantmmay be brought in any state or
federal court located in the Commonwealth of Maksaetts. By execution and delivery of this Agreetneach party hereto generally
and unconditionally: (a) consents to exclusive eas jurisdiction in Suffolk County, CommonwealthMassachusetts; (b) waives any
objection as to jurisdiction or venue in the Busmtitigation Session of the Suffolk Superior Co&uffolk County, Commonwealth of
Massachusetts; (c) agrees not to assert any ddfesse on lack of jurisdiction or venue in the esaid courts; and (d) irrevocably
agrees to be bound by any judgment rendered thémetpnnection with this Agreement, the Notes @r ¢tther Loan Documents.
Service of process on any party hereto in any a@igsing out of or relating to this Agreement sbal effective if given in accordance
with the requirements for notice set forth in Sareti1.2, and shall be deemed effective and receisext forth in Section 11.2. Nothi
herein shall affect the right to serve processiynather manner permitted by law or shall limit tight of either party to bring
proceedings in the courts of any other jurisdiction

11.10 Mutual Waiver of Jury Trial / Judicial Refece.

(a) Because disputes arising in connection withgemfinancial transactions are most quickly andreenically resolved b
an experienced and expert person and the partg#sagpiplicable state and federal laws to apply érathan arbitration rules), the
parties desire that their disputes be resolved jodge applying such applicable laws. EACH OF BORRER AND LENDER
SPECIFICALLY WAIVES ANY RIGHT IT MAY HAVE TO TRIAL BY JURY OF ANY CAUSE OF ACTION, CLAIM,
CROSS-CLAIM,
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COUNTERCLAIM, THIRD PARTY CLAIM OR ANY OTHER CLAIM(COLLECTIVELY, “CLAIMS”") ASSERTED BY
BORROWER AGAINST LENDER OR ITS ASSIGNEE OR BY LENBEOR ITS ASSIGNEE AGAINST BORROWER. This
waiver extends to all such Claims, including Claiimat involve Persons other than Borrower and Len@iims that arise out of
or are in any way connected to the relationshipvbenh Borrower and Lender; and any Claims for damageach of contract, tc
specific performance, or any equitable or legaéfedf any kind, arising out of this Agreement, asther Loan Document.

11.11 Professional Fees. Borrower promises to mayder’s fees and expenses necessary to finalizeahelocumentation,
including but not limited to reasonable attornegss, UCC searches, filing costs, and other reaomngbcellaneous expenses. In
addition, Borrower promises to pay any and all oeable attorneys’ and other reasonable professibfess and expenses incurred by
Lender after the Closing Date in connection withiedated to: (a) the Loan; (b) the administraticollection, or enforcement of the
Loan; (c) the amendment or modification of the L&mtuments; (d) any waiver, consent, release,raritation under the Loan
Documents; (e) the protection, preservation, $edse, liquidation, or disposition of Collateraltbe exercise of remedies with respet
the Collateral; (f) any legal, litigation, administive, arbitration, or out of court proceedingcomnection with or related to Borrower or
the Collateral, and any appeal or review therend @) any bankruptcy, restructuring, reorganizatassignment for the benefit of
creditors, workout, foreclosure, or other actiolated to Borrower, the Collateral, the Loan Docutagimcluding representing Lender
any adversary proceeding or contested matter commdenr continued by or on behalf of Borrower’s &stand any appeal or review
thereof.

11.12 Confidentiality. Lender acknowledges thataiaritems of Collateral and information provided.tender by Borrower are
confidential or proprietary information of Borrowefrand to the extent such information eitheriéinarked as confidential, proprietary
or secret by Borrower at the time of disclosure(ydishould reasonably be understood to be confialeproprietary or secret (the
“Confidential Information”). Accordingly, Lender ages that any Confidential Information it may obtai the course of acquiring,
administering, perfecting or enforcing Lender’'sig#tg interest in the Collateral or otherwise shadt be disclosed to any other person
or entity in any manner whatsoever, in whole gpant, without the prior written consent of Borrowexcept that Lender may disclose
any such information: (a) to its own directorsjad#fs, employees, accountants, counsel and otbégzional advisors and to its
controlled affiliates if Lender in its sole disdmst determines that any such party should havesadeesuch information in connection
with such party’s responsibilities in connectioritwthe Loan or this Agreement and, provided thahsecipient of such Confidential
Information either (i) agrees to be bound by thefickentiality provisions of this paragraph or ({8)otherwise subject to confidentiality
restrictions that reasonably protect against tkeldéure of Confidential Information; (b) if suatformation is generally available to the
public without any disclosure by Lender or breatthgs Section 11.12; (c) if required or appropei@it any report, statement or
testimony submitted to any governmental authorétyilig or claiming to have jurisdiction over Lendgt) if required or appropriate in
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response to any summons or subpoena or in connegtib any litigation, to the extent permitted @etned advisable by Lender’s
counsel; (e) to comply with any legal requiremeniaav applicable to Lender; (f) to the extent resduly necessary in connection with
the exercise of any right or remedy under any LIdanument, including Lendes’sale, lease, or other disposition of Collatevaird) the
continuation of an Event of Default; (g) to anytmapant or assignee of Lender or any prospectastigipant or assignee; provided, that
such participant or assignee or prospective ppéitior assignee agrees in writing to be boundhisySection prior to disclosure; or

(h) otherwise with the prior written consent of Biwer; provided, that any disclosure made in violabf this Agreement shall not
affect the obligations of Borrower or any of itéilédtes or any guarantor under this Agreementerdther Loan Documents.

11.13 Assignment of Rights. Borrower acknowledges @enderstands that Lender may sell and assigir phirt of its interest
hereunder and under the Note(s) and Loan Docunf@mtsAssignment”) to any person or entity providhdt (a) no such Assignment
shall be made to a competitor of the Borrower, @md.ender will not make any Assignment to a Persi@anized or resident outside
the United States without Borrower’s consent wlsbhll not be unreasonably withheld (such assigmeéAssignee” or “assignee”).
After such assignment the term “Lender” as usetién_oan Documents shall mean and include suctgAssi and such Assignee shall
be vested with all rights, powers and remediesesfder hereunder with respect to the interest sgreexs but with respect to any such
interest not so transferred, Lender shall retdingthts, powers and remedies hereby given. No sissignment by Lender shall relieve
Borrower of any of its obligations hereunder. Natséssignment shall release the Lender from itigabibns to fund the Term Advar
subject to the terms and conditions contained oti@® 2.1 hereof. Lender agrees that in the eveahy transfer by it of the Note(s), it
will endorse thereon a notation as to the portibime principal of the Note(s), which shall havebegoaid at the time of such transfer
as to the date to which interest shall have bestrpkad thereon.

11.14 Revival of Secured Obligations. This Agreetragrd the Loan Documents shall remain in full foaoel effect and continue
to be effective if any petition is filed by or agai Borrower for liquidation or reorganizationBiérrower becomes insolvent or makes
assignment for the benefit of creditors, if a reeeior trustee is appointed for all or any siguifit part of Borrower’s assets, or if any
payment or transfer of Collateral is recovered flcender. The Loan Documents and the Secured Oldigaaind Collateral security
shall continue to be effective, or shall be revieedeinstated, as the case may be, if at any payenent and performance of the Sect
Obligations or any transfer of Collateral to Lendmarany part thereof is rescinded, avoided ordafolie, reduced in amount, or must
otherwise be restored or returned by, or is re@/&om, Lender or by any obligee of the Securetigations, whether as a “voidable
preference,” “fraudulent conveyance,” or otherwaleas though such payment, performance, or tearedfCollateral had not been
made. In the event that any payment, or any paretf, is rescinded, reduced, avoided, avoidabstored, returned, or recovered, the
Loan Documents and the Secured Obligations shalklkeened, without any further action or documentatio have been revived and
reinstated except to the extent of the full, firadd indefeasible payment to Lender in Cash.
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11.15 Counterparts. This Agreement and any amenmsaivers, consents or supplements hereto maxéeuted in any numk
of counterparts, and by different parties heretseiparate counterparts, each of which when soatelivshall be deemed an original, but
all of which counterparts shall constitute but anel the same instrument.

11.16 No Third Party Beneficiaries. No provisiorish®e Loan Documents are intended, nor will berimteted, to provide or crea
any third-party beneficiary rights or any otherhtig of any kind in any person other than LenderBoitower unless specifically
provided otherwise herein, and, except as othersagarovided, all provisions of the Loan Documemilsbe personal and solely
between the Lender and the Borrower.

11.17 Publicity. Subject to applicable law, Lend&y use Borrower’'s name and logo, and includeef dascription of the
relationship between Borrower and Lender, in Leisd®arketing materials, provided that the Borrowsiall have the right to review
such use prior to publication.

(SIGNATURES TO FOLLOW)
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IN WITNESS WHEREOF, Borrower and Lender have dugaited and delivered this Loan and Security Agesgras of the day and

year first above writter

Accepted in Boston, Massachussets:

BORROWER:
CONCERT PHARMACEUTICALS, INC.

Signature /s/ Roger D. Tuni

Print Name Roger D. Tun¢
Title: Chief Executive Office

LENDER:

HERCULES TECHNOLOGY GROWTH CAPITAL,
INC.

By:
Name
Its:




IN WITNESS WHEREOF, Borrower and Lender have dugaited and delivered this Loan and Security Agesgras of the day and
year first above writter

BORROWER!
CONCERT PHARMACEUTICALS, INC.

Signature:

Print Name
Title:

Accepted in Boston, Massachuss

LENDER:

HERCULES TECHNOLOGY GROWTH CAPITAL,
INC.

By: /s/ K. Nicholas Martitscl
Name K. Nicholas Martitsch
Its: Associate General Counsel
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EXHIBIT A
ADVANCE REQUEST

To: Date: , 2

Hercules Technology Growth Capital, Inc.
400 Hamilton Avenue, Suite 310

Palo Alto, CA 94301

Facsimile: 650-473-9194

Attn: Janice Bourque

CONCERT PHARMACEUTICALS, INC. (“Borrower”) hereby requests from Hercules Techggl&@rowth Capital, Inc. (“Lender”) an
Advance in the amount of Dollars ($ ) on , (the “Adwae Date”) pursuant to the Loan and Security Agesgm
between Borrower and Lender (the “Agreement”). Gdigied words and other terms used but not otherdésined herein are used with the
same meanings as defined in the Agreement.

Please:

(a) Issue a check payable to Borrower
or
(b) Wire Funds to Borrower’s account

Bank:
Address:

ABA Number:
Account Number:
Account Name:

Borrower represents that the conditions precedetitet Advance set forth in the Agreement are satisind shall be satisfied upon the ma

of such Advance, including but not limited to: tfijpt no Material Adverse Effect has occurred arzbigtinuing; (i) No Material Adverse
Effect has occurred and is continuing; (iii) thaé representations and warranties set forth itireement are true and correct in all material
respects on and as of the Advance Date with the sdfact as though made on and as of such datepetathe extent such representations
and warranties expressly relate to an earlier dafethat Borrower is in compliance in all maténiaspects with all the terms and provisions
set forth in each Loan Document on its part to ligeoved or performed; and (v) that as of the Adeédbate, no fact or condition exists that
constitutes (or would, with the passage of time,glving of notice, or both) constitute an Evenbeffault under the Loan Documents.
Borrower understands and acknowledges that Leratethe right to review the financial informatiorpporting this representation and, based
upon such review in its sole discretion, Lender magline to fund the requested Advance if suchasgmtation is not true and correct in all
material respects.



Borrower hereby represents that the informatiorcidesd in Exhibit C to the Loan Agreement have cfuinged since the date of the
Agreement or, if the Attachment to this Advance &y is completed, are as set forth in the Attactirethis Advance Request.

Borrower agrees to notify Lender promptly before thnding of the Loan if any of the matters whicvé been represented above shall
not be true and correct on the Borrowing Date &hémder has received no such notice before theaAde Date then the statements set forth
above shall be deemed to have been made and siddidmed to be true and correct as of the Advaate. D

Executed as of ,201 .
BORROWER:
CONCERT PHARMACEUTICALS, INC.

SIGNATURE:
TITLE:
PRINT NAME:




ATTACHMENT TO ADVANCE REQUEST
Dated:

Borrower hereby represents and warrants to Letd¢Borrower’s current name and organizationalistit as follows:

Name: CONCERT PHARMACEUTICALS, INC.
Type of organization Corporation

State of organizatior Delaware

Organization file numbe 414142C

Borrower hereby represents and warrants to Lemdeithe street addresses, cities, states and poskas of its current owned and leased
locations are as follows:



EXHIBIT B-1
SECURED TERM PROMISSORY NOTE

$ Advance Date: L 2(
Maturity Date: July 1, 201

FOR VALUE RECEIVED,CONCERT PHARMACEUTICALS, INC. , a Delaware corporation (the “Borrower”) herebgmises to
pay to the order of Hercules Technology Growth @apinc. or the holder of this Note (the “Lendeat)400 Hamilton Avenue, Suite 310,
Palo Alto, CA 94301 or such other place of paynanthe holder of this Secured Term Promissory Ktbts “Promissory Note"nay specify
from time to time in writing, in lawful money of ¢hUnited States of America, the principal amount of ($ ) or such other principal
amount as Lender has advanced to Borrower, togefitieinterest at a floating rate equal to the tgeaf (a) 8.50% per annum and (b) 8.50%
plus the United States Prime Rate as reported énVWall Street Journal minus 5.25%, not in any ¢asxceed 11.0% per annum, based upon
a year consisting of 360 days, with interest comgwtaily based on the actual number of days in esamtth.

This Promissory Note is the Note referred to ird Enexecuted and delivered in connection witht teatain Loan and Security
Agreement dated December , 2011, by and betBeeower and Lender (as the same may from tinterte be amended, modified or
supplemented in accordance with its terms, the fiLAgreement”), and is entitled to the benefit aadusity of the Loan Agreement and the
other Loan Documents (as defined in the Loan Agergmto which reference is made for a statemeatlaf the terms and conditions
thereof. All payments shall be made in accordanitie tve Loan Agreement. All terms defined in theabhcAgreement shall have the same
definitions when used herein, unless otherwisengdfiherein. An Event of Default under the Loan &gnent shall constitute a default under
this Promissory Note.

Borrower waives presentment and demand for paymetite of dishonor, protest and notice of protaster the UCC or any applicat
law. Borrower agrees to make all payments undsrRhdomissory Note without setoff, recoupment orudéidn and regardless of any
counterclaim or defense. This Promissory Note legninegotiated and delivered to Lender and is payalbhe Commonwealth of
Massachusetts. This Promissory Note shall be gedeoy and construed and enforced in accordance thigtHaws of the Commonwealth of
Massachusetts, excluding any conflicts of law raleprinciples that would cause the applicatiotheflaws of any other jurisdiction.

BORROWER: CONCERT PHARMACEUTICALS, INC.

By:
Title:




EXHIBIT C
NAME, LOCATIONS, AND OTHER INFORMATION FOR BORROWER

1. Borrower represents and warrants to LenderBbatower’s current name and organizational statugfahe Closing Date is as

follows:

Name: CONCERT PHARMACEUTICALS, INC.
Type of organization Corporation

State of organizatior Delaware

Organization file numbe 414142C

2. Borrower represents and warrants to Lenderftindive (5) years prior to the Closing Date, Bower did not do business under any
other name or organization or form except the foihg:

Name: Concert Pharmaceuticals, Inc.

Used during dates of: Five (5) years prior to thesbg

Type of Organization: Corporation

State of organization: Delaware

Organization file Number: 4141420

Borrower’s fiscal year ends on: December 31

Borrower’s federal employer tax identification nuents: 20-4839882

3. Borrower represents and warrants to Lenderitthahief executive office is located at 99 Haydemnue, Suite 400 & 500,
Lexington, MA 02421



EXHIBIT D
BORROWER'S PATENTS, TRADEMARKS, COPYRIGHTS AND LICE NSES

See attache



Title

4-Hydroxybutyric Acid Analogs
United States of Americ
United States of Americ
Canade
Australia
Canad:e
Australia

4-Hydroxybutyric Acid Analogs
Patent Cooperation Trea
Australia
European Patent Conventi
United States of Americ
Canade
India

Alpha 1A-adrenoceptor antagonis
United States of Americ
United States of Americ
United States of Americ
Patent Cooperation Trea
European Patent Conventi

Analogues of cilostaz¢
United States of Americ
United States of Americ
Patent Cooperation Trea
European Patent Conventi

Carbamoylpyridone derivative
United States of Americ

Derivatives of dimethylcurcumi
United States of Americ
Patent Cooperation Trea

Deuterated -aminc-3-hydroxypropanoic acid derivativ

United States of Americ
Patent Cooperation Trea
European Patent Conventi

Deuterated Benzo[D][1,-dioxol derivatives

United States of Americ

Application Number

61/442451
61/48429¢
2740247
201120074¢
273247¢
201120274:

PCT/US2010/03198
201023924
1071619¢
13/26560¢
NEW APPLICATION

8456/DELNP/201:

12/072,501
12/55086¢
13/18908(
PCT/US2008/00251
8726096./

12/150107
12/64475¢
PCT/US2008/00530
8743256.:

61/481977

13/049481
PCT/US2011/02863

13/11931¢
PCT/US2009/05700
9792561.4
12/68846¢

Page 1 of 1t

Filing Date

February 14, 201
May 10, 201
May 13, 201

February 22, 201

February 23, 201

June 8, 201

April 22, 201(
October 23, 201
October 23, 201
October 23, 201
October 23, 201
October 23, 201

February 26, 20(
February 26, 20(

July 22, 201
February 26, 20(
February 26, 20(

April 24, 200¢
December 22, 20(
April 24, 200¢
April 24, 200¢

May 3, 201

March 16, 201
March 16, 201

March 16, 201
September 15, 20!
September 15, 20!

January 15, 20:



10

11

12

13

14

15

16

Title
Deuterated CFTR potentiatc
United States of Americ

Deuterated fingolimo
United States of Americ
Patent Cooperation Trea
European Patent Conventi
Hong Kong
Japar
United States of Americ

Deuterated isoindoling,3-dione derivatives as PDE4 and

TNF-alpha inhibitors
Patent Cooperation Trea
Australia
Brazil
Canade
China (Peopl's Republic
Eurasian Patent Organizati
European Patent Conventi
India
Japar
Korea, Republic o

Substituted isoindolir-1,3-dione derivative:
United States of Americ
Korea, Republic o
China (Peopl's Republic]

Deuterated pyridinone
United States of Americ
Patent Cooperation Trea

Fluorinated diaryl urea derivativ:
United States of Americ
Patent Cooperation Trea

Fluorouracil derivative
Patent Cooperation Trea

Method of utilizing recycled deuterium oxide in the

synthesis of deuterated compoul

Patent Cooperation Trea

Application Number

61/487497

12/29064¢
PCT/US2008/01239
8847117.2
11101551.¢
201(-532064
13/311171

PCT/US2010/03857
instructions to file ser
instructions to file ser
instructions to file ser
201010620532.
instructions to file ser
instructions to file ser
instructions to file ser
instructions to file ser
1C-201(-013293%3

12/81629¢
1C-201(-0132933
2.01011E+1:

13/13278¢
PCT/US2009/06660

13/32064¢
PCT/US2010/03565

PCT/US2011/02643

PCT/US2011/05013

Page 2 of 1t

Filing Date

May 18, 201

October 31, 20C
October 31, 20C
October 31, 20C

October 31, 20C
05-Dec-2011

June 15, 201
December 6, 20:
December 6, 20:
December 6, 20:

December 22, 20:
December 6, 20:
December 6, 20:
December 6, 20:
December 6, 20:

December 22, 20:

June 15, 201
December 22, 20:
December 22, 20:

December 3, 20(
December 3, 20(

15-Nov-2011
May 20, 201/

February 28, 201

September 1, 20:



17

18

19

20

21

22

Title

Niacin prodrugs and deuterated versions the

United States of Americ
Patent Cooperation Trea

Novel benzo[D][1,3-dioxol derivatives

Patent Cooperation Trea
Australia

Brazil

Canade

China (Peopl's Republic]
Eurasian Patent Organizati
European Patent Conventi
Hong Kong

India

Japar

Korea, Republic o

Mexico

Philippines

South Africa

United States of Americ

Novel tetrahydr-1H-pyrido[4,-Blindoles
United States of Americ
Patent Cooperation Trea

Oxazolidinone derivatives and methods of
United States of Americ
Patent Cooperation Trea
Hong Kong
Japar

Polymorphs of (S)1-(4,4,6,6.6pentadeuter®-
hydroxyhexyl-3-7-dimethy-1H-purine-2,6(3H,7H-dione
Patent Cooperation Trea

Process for preparing an enantiomerically enriched,
deuterated secondary alcohol from a corresponditonie
without reducing deuterium incorporati

Patent Cooperation Trea

Application Number

12/94848¢
PCT/US2010/05705

PCT/US2006/02959
200627559¢
P1061597-7
2616383
2.0068E+11
20080049(
6813250.f
8111437
607/DELNP/200¢
200¢-524227
1C-200¢-7004867
MX/a/2008/00119:
1-200¢-500121
2008/0078¢
11/70455¢4

12/62505¢
PCT/US2009/06587

12/21426(
PCT/US2007/02251
10102539.:
200¢-533406

PCT/US2011/05022

PCT/US2011/05013

Page 3 of 1t

Filing Date

November 17, 201
November 17, 201

July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
July 28, 200
February 8, 20C

November 24, 20(
November 25, 20(

June 17, 20C
October 23, 20C
October 23, 20C
October 23, 20C

September 1, 20:

September 1, 20:



23

24

25

26

27

28

29

Title
Process for preparing an enantiomerically enriched,
deuterated secondary alcohol from a corresponditonie
without reducing deuterium incorporati

Patent Cooperation Trea

Prostacyclin analoc
Patent Cooperation Trea
United States of Americ

Prostacyclin analoc
Patent Cooperation Trea
United States of Americ
United States of Americ
Japar
Australia
Brazil
Canade
China (Peopl's Republic
Eurasian Patent Organizati
European Patent Conventi
India
Korea, Republic o
Mexico
South Africa

Prostacyclin analoc
Patent Cooperation Trea

Pyrazinoisogquinoline compoun
United States of Americ

Pyrazinoisogquinoline compoun
United States of Americ
United States of Americ
Patent Cooperation Trea
African Union Territories (OAPI
Brazil
European Patent Conventi
India
African Regional Industrial Property Organizat

Pyridineamine derivative
United States of Americ
Patent Cooperation Trea

Application Number

PCT/US2011/05013

PCT/US2009/00380
13/00154:

PCT/US2007/02626
12/52049:
12/48942¢
200¢-542961
200733870:
P1071946-3
2672904
2.0078E+11
20090086:
7863238.7
4730/DELNP/200¢
1C-200¢-701533¢€
MX/a/2009/00669:
2009/0472:

PCT/US2010/04089

61/44931z

61/21027¢
13/256787
PCT/US2010/02747
NEW APPLICATION
NEW APPLICATION
10709147.:
7022/DELNP/201:
AP/P/2011/00593;

13/12045¢
PCT/US2009/05821

Page 4 of 1t

Filing Date

September 1, 20:

June 26, 20C
March 31, 201

December 21, 20(
December 21, 20(

June 22, 20C
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(
December 21, 20(

July 2, 2011
March 4, 201

March 17, 200
September 15, 20
March 16, 201
September 15, 20
September 19, 20
October 14, 201
September 14, 20

August 26, 201
September 24, 20



30

31

32

33

34

35

36

Title

Pyridineamine derivative
Patent Cooperation Trea
Hong Kong
Japar

Substituted derivatives of bicyclic [4.3.0] heternda

compounds
Patent Cooperation Trea

Substituted dioxopiperidinyl phthalimide derivas
Patent Cooperation Trea

Substituted dioxopiperidinyl phthalimide derivat
Patent Cooperation Trea

Substituted diphenylpyrazine derivativ
Patent Cooperation Trea

Substituted oxazolidinone derivativ
United States of Americ
United States of Americ
Patent Cooperation Trea
China (Peopl's Republic]
European Patent Conventi
Japar

Substituted xanthine derivativ
United States of Americ
Patent Cooperation Trea
Patent Cooperation Trea
Argentina
Australia
Brazil
Canads
China (Peopl's Republic]
Eurasian Patent Organizati
European Patent Conventi
Hong Kong
India
Japar
Korea, Republic o
Mexico
Pakistar
South Africa
Taiwan
Venezuel:

Application Number

PCT/US2008/01141

11100851.f
201(-527991

PCT/US2010/04755

PCT/US11/06440

PCT/US11/06423:

PCT/US2010/04470

12/22866:
13/18900:

PCT/US2008/00970

200880107169.>
8795304.¢
201(-521032

12/38057¢

PCT/US2009/00130
PCT/US2009/00129

P09010328:
200921768(
P1090810-0
271678€

201001391
9715566.7
11104595.¢
6533/DELNP/201(
201(-548745
1C-201(-7021407
MX/a/2010/00930(
787/200¢
2010/0610¢«
98128631
200¢-001574

Page 5 of 1t

Filing Date

October 2, 20C
October 2, 20C
October 2, 20C

September 1, 20:
December 12, 20:
December 9, 20:

August 6, 201

August 14, 200

July 22, 201
August 14, 200
August 14, 200
August 14, 200
August 14, 200

February 27, 20(
February 27, 20(
February 27, 20(
August 26, 200
February 27, 20(
February 27, 20(
February 27, 20(
February 27, 20(
February 27, 20(
February 27, 20(
May 9, 201:
February 27, 20(
February 27, 20(
February 27, 20(
February 27, 20(
August 25, 200
February 27, 20(
August 26, 200
August 25, 200



37

38

39

40

41

42

43

Title

Pharmaceutically acceptable salt of a substitukedar

hydroxy)hexy-1H-purine-2,6(3H,7H-dione compoun:

Pakistar

Substituted xanthine derivativ

United States of Americ
Patent Cooperation Trea

Substituted xanthine derivativ

United States of Americ
United States of Americ
Patent Cooperation Trea

Substituted xanthine derivativ

Hong Kong

Philippines

Japar

European Patent Conventi

Substituted xanthine derivativ

United States of Americ

Synthesis of deuterated catechols and benzo[D][1,3]

dioxoles and derivatives there

Patent Cooperation Trea
Australia

Canads

China (Peopl's Republic]
European Patent Conventi
Hong Kong

India

Japar

Mexico

United States of Americ

Synthesis of deuterated morpholine derivati

United States of Americ
Patent Cooperation Trea

Application Number

390/201C

12/87404¢
PCT/US2010/04757

12/873991
12/87478:
PCT/US2010/04770

1110459¢
1-201(-501961
201(-548747
9714926.¢

61/50934:

PCT/US2008/01064
200829992:
269880¢
2.0088E+11
8830527.1
10112245.¢
2015/DELNP/201(
201(-524866
MX/a/2010/00269:
12/283621

12/456507
PCT/US2009/00362

Page 6 of 1t

Filing Date

August 25, 200

September 1, 20:
September 1, 20:

September 1, 20:
September 2, 20:
September 2, 20:

May 9, 201
February 27, 20(
February 27, 20(
February 27, 20(

July 19, 201

September 12, 20
September 12, 20
September 12, 201
September 12, 20!
September 12, 20!
December 30, 20:
September 12, 20!
September 12, 201
September 12, 201
September 12, 20

June 17, 20C
June 17, 20C



Title

44  Substituted dioxopiperidinyl phthalimide derivat

United States of Americ
Patent Cooperation Trea
Patent Cooperation Trea
Australia

Brazil

Canade

China (Peopl's Republic]
Eurasian Patent Organizati
European Patent Conventi
India

Japar

Korea, Republic o

Mexico

Philippines

South Africa

45 Azapeptide derivative

Patent Cooperation Trea
European Patent Conventi
Argentina

Pakistar

Taiwan

Venezuel:

Hong Kong

European Patent Conventi
Australia

Brazil

Canads

China (Peopl's Republic]
Colombia

India

Japar

Mexico

South Africa

Korea, Republic o
Switzerlanc

Germany

Spain

France

United Kingdom

Italy

Hong Kong

United States of Americ
European Patent Conventi
Hong Kong

China (Peopl's Republic]
Brazil

Application Number Filing Date
13/10787: May 13, 201
PCT/US2011/04562 July 27, 201
PCT/US2009/00610 November 13, 20(
200931456¢ May 17, 201
P1091526-9 May 12, 201
2743902 May 13, 201
2.0098E+11 November 13, 20(
20110075(C June 10, 201
9826438.t June 9, 201
1038/MUMNP/2011 May 23, 201
2011-536328 May 13, 201
1C-20113-701357¢E June 14, 201
MX/a/2011/00511: May 13, 201
1-2011-500901 November 13, 20(
2011/04361 June 10, 201
PCT/US2008/00733 June 12, 20C
08252023.( June 12, 20C
P08010250: June 12, 20C
6842008 June 12, 20C
9712201¢ June 12, 20C
200800115¢ June 12, 20C
09105433.t June 17, 20C
09075359.1 June 12, 20C
200826704¢ June 12, 20C
P10813911: June 12, 20C
2692028 June 12, 20C
200880021601. June 12, 20C
0914180t June 12, 20C
8182DELNP200¢ June 12, 20C
201051218¢ June 12, 20C
MXa200901356¢ June 12, 20C
20090907¢ June 12, 20C
102010700067 June 12, 20C
08252023.( June 12, 20C
08252023.( June 12, 20C
08252023.( June 12, 20C
08252023.( June 12, 20C
08252023.( June 12, 20C
08252023.( June 12, 20C
10104316.7 April 30, 201(
12/755,18¢ April 6, 201(
11155667 .¢ June 12, 20C
11109198.¢ August 31, 201

2.0111E+11 June 12, 20C

(divisional) instructions to file se!

Page 7 of 1t



46

47

48

49

50

51

Title

4-oxoquinoline derivative
United States of Americ
Patent Cooperation Trea
Australia
Canade
European Patent Conventi
India
Mexico
United States of Americ

Deuterated darunav
Patent Cooperation Trea
United States of Americ
Australia
Canade
European Patent Conventi

Peptides for the treatment of HCV infectic
Patent Cooperation Trea
European Patent Conventi
Japar
Hong Kong

Endothelin receptor antagonit
United States of Americ
Patent Cooperation Trea
United States of Americ

Selective endothelin ty-A antagonist:
Patent Cooperation Trea
European Patent Conventi

Deuterated piperazine derivatives as-amijinal
compounds
United States of Americ
Patent Cooperation Trea
European Patent Conventi
Japar
Belgium
France
Germany
United Kingdom
Italy
Spain
Switzerland

Application Number

12/283,62(
PCT/US2008/01066
200829993:
269882¢
08830735.(
2377DELNP201(
MXA201000267¢
13/153,952

PCT/US2008/01207
12/387,327
200831737
2703591
08843302.¢

PCT/US2008/01294
08851195.]
201053496(
11101960.]

12/008,69¢
PCT/US2008/00038
12/460,57¢

PCT/US2008/00135
8713376.%

12/075,101%
PCT/US2008/00318
08726679.7
200955276
08726679.7
08726679.7
08726679.7
08726679.1
08726679.1
08726679.7
08726679.7

Page 8 of 1t

Filing Date

September 12, 201
September 12, 20
September 12, 20
September 12, 201
September 12, 20!
September 12, 20!
September 12, 20!

June 6, 201

October 24, 20C

April 28, 200¢
October 24, 20C
October 24, 20C
October 24, 20C

November 20, 20(
November 20, 20(
November 20, 20(

February 28, 201

January 11, 20(
January 11, 20(
July 20, 200

February 1, 20C
February 1, 20C

March 7, 200
March 7, 200
March 7, 200
March 7, 200
March 7, 200
March 7, 200
March 7, 200
March 7, 200
March 7, 200
March 7, 200
March 7, 200



52

53

54

55

56

57

58

59

60

61

Title
Tricyclic benzo[5,6]cycloneptall-B]lpyridine derivatives
and uses there:

Patent Cooperation Trea
United States of Americ

Piperazine derivative
United States of Americ
Patent Cooperation Trea
United States of Americ

Xanthenon-4-acetic acid derivative
Patent Cooperation Trea
United States of Americ

Hydroxyethlamino sulfonamide derivativ
Patent Cooperation Trea
United States of Americ
European Patent Conventi

Hydroxyethylamino sulfonamide derivativ
United States of Americ
Patent Cooperation Trea

Deuterium modified benzimidazol
Patent Cooperation Trea
United States of Americ

Peptides for the treatment of HCV infectic
Patent Cooperation Trea
United States of Americ

Aminoguinoline derivative
Patent Cooperation Trea

Tetrahydroisoquinoline derivative
United States of Americ
Patent Cooperation Trea
European Patent Conventi

Inhibitors of cholesterol ester transfer prot

United States of Americ
Patent Cooperation Trea
Canade

European Patent Conventi
Hong Kong

Application Number

PCT/US2009/00237
12/937,93:

12/386,49z
PCT/US2009/00242
12/603,38(

PCT/US2009/06099
13/124,62¢

PCT/US2009/00577
13/125,46¢
09822333.%

12/771,551
PCT/US2010/03320

PCT/US2010/03496
13/320,65:

PCT/US2010/03668
13/321,78¢

PCT/US2011/02171

12/338,75¢
PCT/US2008/08747
08862459.¢

12/049,07¢
PCT/US2008/00344
268162¢
08742105.:
10105723.1

Page 9 of 1t

Filing Date

April 16, 200¢
April 16, 200¢

April 17, 200¢
April 17, 200¢
October 21, 20C

October 16, 20C
October 16, 20C

October 23, 20C
October 23, 20C
October 23, 20C

April 30, 201(
April 30, 201(

May 14, 201
November 15, 201

May 28, 201!
November 21, 201

January 19, 20:

December 18, 20(
December 18, 20(
December 18, 20(

March 14, 200
March 14, 200
March 14, 200
March 14, 200

June 9, 201



62

63

64

65

66

67

68

69

70

71

Title

Synthetic triterpenoid derivative
Patent Cooperation Trea

Atazanavir metabolite derivativi
United States of Americ

Atazanavir metabolite derivativi
United States of Americ

Deuterated 1-methoxycoronadidin
United States of Americ

Substituted diphenylpyrazine derivativ

Patent Cooperation Trea

Niacin prodrugs and deuterated versions the

United States of Americ
Patent Cooperation Trea

Pharmaceutical calcimimeti
United States of Americ
Canad:e
Patent Cooperation Trea

1,2-benzisoxaz«-3-yl compounds
United States of Americ
Patent Cooperation Trea

Naphthyl(ethyl)acetamide
United States of Americ
Canade
European Patent Conventi
Japar
Patent Cooperation Trea

Morphinan compound
United States of Americ
United States of Americ
United States of Americ
Australia
Australia
Brazil
Canadze

Application Number
PCT/US2011/04916
61/495,871
61/495,87(
61/505,361
PCT/US2010/04470

12/948,48¢
PCT/US2010/05705

12/975,46¢
270163¢€
PCT/US2008/05902

12/102,16¢
PCT/US2008/06021

12/112,722

2685924
08769252.1
200¢-551067
PCT/US2008/06203

12/112,93¢

13/118,91:

13/118,93¢

200824781¢

(divisional) instructions to file se!
P1081147-1

2685723

Page 10 of 1

Filing Date
August 25, 201
June 10, 201
June 10, 201
July 7, 201
August 6, 201

November 17, 201
November 17, 201

December 22, 20:
April 1, 200¢
April 1, 200¢

April 14, 200¢
April 14, 200¢

April 30, 200¢
April 30, 200¢
April 30, 200¢
April 30, 200¢
April 30, 200¢

April 30, 200¢
May 31, 201
May 31, 201

April 30, 200¢

April 30, 200¢
April 30, 200¢



Title

China (Peopl's Republic]
European Patent Conventi
European Patent Conventi
European Patent Conventi
Hong Kong

Hong Kong

Hong Kong

India

Japar

Mexico

Mexico

Patent Cooperation Trea

72 N-pheny-2-pyrimidineamine derivative

United States of Americ
Patent Cooperation Trea

73 Deuterated etravirin

United States of Americ
European Patent Conventi
Hong Kong

Patent Cooperation Trea

74 Deuterated morpholinyl compoun

United States of Americ
Australia

Brazil

Canade

China (Peopl's Republic]
European Patent Conventi
India

Japar

Japar

South Koree

South Koree

Patent Cooperation Trea

75 Deuterated -propylpentanoic acid compoun

European Patent Conventi
United States of Americ
Patent Cooperation Trea

76 Novel pyrimidinecarboxamide derivativ

United States of Americ
United States of Americ
Canad:e

Patent Cooperation Trea

Application Number

200880017768.
08747238.1
11000763.(
11000764.¢
1010707.€
11109618.(
11109620.¢
7533/DELNP/200¢
201(-506617
2009/01195¢
MX/a/2011/01056(
PCT/US2008/06208

12/539,091
PCT/US2009/05338

12/288,18¢
08839230.:
11101126.2
PCT/US2008/01185

12/106,127
200824270:
P1081036-3
268654¢
200880012551.
08746315.¢
7500/DELNP/200¢
201(-504289
2011-18410
1C-200¢-702411¢
1C-201(-702002¢
PCT/US2008/06087

09744570.¢
13/126,38¢
PCT/US2009/06239

12/169,361
12/712,39¢

2702317
PCT/US2008/06942

Page 11 of 1

Filing Date

April 30, 200¢
April 30, 200¢
April 30, 200¢
April 30, 200¢
August 9, 201
September 12, 20
September 12, 20
April 30, 200¢
April 30, 200¢
April 30, 200¢
October 6, 201
April 30, 200¢

August 11, 200
August 11, 200

October 17, 20C
October 17, 20C
October 17, 20C
October 17, 20C

April 18, 200¢
April 18, 200¢
April 18, 200¢
April 18, 200¢
April 18, 200¢
April 18, 200¢
April 18, 200¢
April 18, 200¢
January 31, 20:
April 18, 200¢
September 8, 20:
April 18, 200¢

October 28, 20C
April 27, 201
October 28, 20C

July 8, 200
February 25, 201
July 8, 200
July 8, 200



77

78

79

80

81

Title

Deuterated tizanidin

United States of Americ
Patent Cooperation Trea

Analogs of dextromethorpha

Australia

Brazil

Canade

China

Eurasia

European Patent Conventi
European Patent Conventi
Hong Kong

India

India

Japar

South Koree

South Koree

Mexico

Philipines

United States of Americ
Patent Cooperation Trea
South Africa

Morphinan compound
United States of Americ

Application Number

12/993,53(
PCT/US2009/04524

200929312:
P1091876+-0
2737811
200980142670.
20117047:
09792714.¢
11188848.:

N/A
2116/DELNP/201:
(divisional) instructions to file se!
2011-527994
1C-2011-700813C
1C-20113-7027474
N/MX/a/2011/00299¢
1-2011-500574
13/119,90¢
PCT/US2009/05747
2011/0211:

13/155,827

Combination of morphinan compounds and antidepréssa

for the treatment of pseudobulbar affect, neuraali
diseases, intractable and chronic pain and braimnyil
European Patent Conventi
European Patent Conventi
United States of Americ
Patent Cooperation Trea

Methods for the treatment of neurological diseaseb
conditions

European Patent Conventi

European Patent Conventi

United States of Americ

Patent Cooperation Trea

09744582.¢
11180603.(
13/126,39i
PCT/US2009/06278

09744581.1
11180608.¢
13/126,44i
PCT/US2009/06277

Page 12 of 1

Filing Date

February 10, 201
May 27, 200!

September 18, 20
September 18, 20!
September 18, 20!
September 18, 20!
September 18, 20!
September 18, 20
September 18, 20
September 18, 20
September 18, 20

September 18, 20!
September 18, 20!
November 18, 201
September 18, 20
September 18, 20

July 1, 201
September 18, 20
September 18, 20!

June 8, 201

October 30, 20C
October 30, 20C

April 27, 201
October 30, 20C

October 30, 20C
October 30, 20C

April 27, 201
October 30, 20C



82

83

84

85

86

87

88

89

90

91

92

93

94

95

Title

Substituted azaindole
Patent Cooperation Trea

Pyrimidine derivative:
Patent Cooperation Trea

Deuterated tetrahydronaphthalene derivat

United States of Americ
Patent Cooperation Trea

Tetrahydronaphthalene derivativ
United States of Americ

Novel pyrimidinecarboxamide derivativ

Patent Cooperation Trea

Substituted azaindol¢
United States of Americ
Patent Cooperation Trea

Substituted tetracycline
Patent Cooperation Trea

Deuterated chlophedian
United States of Americ

2-aminc-naphthyridine derivative
United States of Americ

Deuterated prelandene
United States of Americ

Deuterated |-butyl bumetanidt
United States of Americ

Synthetic triterpenoid derivative
Patent Cooperation Trea

[5,6]-dihydrc-2H-pyrar-2-one derivative:

Patent Cooperation Trea

Derivatives of pyrazolsubstituted amindeteroaryl

compounds
United States of Americ

Application Number
PCT/US2010/05644
PCT/US2011/02547

13/038,53:
PCT/US2011/02678

13/227,04i

PCT/US2011/04387

13/230,97(
PCT/US2011/05129

PCT/US2011/06031
61/436,63¢
61/446,73:
61/466,31C
61/484,41:
US11/3498¢

US11/40731

61/448,887
Page 13 of 1

Filing Date
November 12, 201
February 18, 201

March 2, 201
March 2, 201

September 7, 20:

July 13, 201

September 13, 20
September 13, 20

November 11, 201
January 27, 20:
February 25, 201
March 22, 201
May 10, 201

May 3, 201:

June 16, 201

March 3, 201



Title

96 Novel pharmaceutical compoun
Australia
China (Peopl's Republic]
Japar
United States of Americ
United States of Americ
European Patent Conventi

97 Bipheny-pyrazolecarboxamide compour

United States of Americ

98 Novel 1,2,3,~tetrahydroguinoline derivative

United States of Americ

99 3-(dihydro-1H-pyrazolo[4,3D]pyrimidin-5-YL)-4-

propoxybenzenesulfonamide derivatives and methbdse

Korea, Republic o
United States of Americ
Japar

India

Mexico

10C Dibenzothiazepine derivativt
United States of Americ

101 Triazolyl tropane derivative
United States of Americ
United States of Americ

102 Heterocyclic kinase inhibitor
European Patent Conventi
Hong Kong
United States of Americ

10z Vandetanib derivative
United States of Americ

104 Derivatives of gefitinik
European Patent Conventi
Hong Kong
United States of Americ
Japar
United States of Americ

Page 14 of 1

Application Number

200627570:
200680036393.5
200¢-524206
11/704,55¢
12/954,591
11155798.¢

11/521,92¢

12/296,92

1C-200¢-7010321
11/876,75¢4
200¢-533595
868/MUMNP/200¢
MX/a/2009/00394:

12/425,957

11/941,92¢
13/044,53¢

8859849.¢
1110201¢
12/331,431

12/864,21¢

9703515.¢
10111408.1
12/358,23¢
201(-544356
12/946,85¢

Filing Date

July 28, 200

July 28, 200

July 28, 200
February 8, 20C
November 24, 201
July 28, 200

September 14, 20!

September 30, 20

October 22, 20C
October 22, 20C
October 22, 20C
October 22, 20C
October 22, 20C

April 17, 200¢

November 16, 20(
March 9, 201

December 9, 20(
December 9, 20(
December 9, 20(

November 16, 201

January 22, 20(
January 22, 20(
January 22, 20(
January 22, 20(
November 15, 201



10t

10€

107

10¢

10¢

11C

Title

Quinazoline derivatives and methods of treatn

United States of Americ

Derivatives of 3(2-hydroxy-5-methyphenyBhN,N-diisopropy#3-

phenylpropylamine and methods of use the

Substituted triazo-pyridazine derivative

China (Peopl's Republic]

Korea, Republic o

United States of Americ

Japar

Canade

European Patent Conventi
Eurasian Patent Organizati

Australia
Brazil

China (Peopl's Republic]

Korea, Republic o
Philippines

South Africa

India

Japar

Mexico

United States of Americ
United States of Americ

3-(dihydro-1H-pyrazolo[4,3D]pyrimidin-5-YL) -4-

propoxybenzenesulfonamide derivatives and methbdse

Quinazoline derivatives and methods of treatn

United States of Americ

4-aminoguinazoline prodruc

China (Peopl's Republic]

Korea, Republic o
Japar
Hong Kong

United States of Americ

Page 15 of 1

Application Number
11/957,44:

12/694,24¢

200980121626.5
1C-201(-702512¢
12/937,26%
2011-504185

2735548
9810685.¢
20110040¢
200928553:
P1091292-6
200980140350.5
1C-2011-7006632
1-20113-500500
2011/0212:
438/MUMNP/2011
2011525250
MX/a/2011/00227¢
12/550,34¢
13/174,66:

12/365,88¢

200980118829.9
1C-201(-7024204
2011502126
11108819.¢

12/986,13¢

Filing Date
December 15, 20(
January 26, 20:

April 9, 200¢
April 9, 200¢
January 26, 20:
April 9, 200¢

August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
August 28, 200
February 4, 20C

June 30, 201

February 4, 20C

March 27, 200
March 27, 200
March 27, 200
March 27, 200

January 6, 201



111

11z

112

114

11t

11€

Title

Deuterated macrocyclic inhibitors of viral NS3 mase
United States of Americ

Substituted triazolophthalazine derivatiy
Patent Cooperation Trea
United States of Americ

Substituted benzimidazol
Patent Cooperation Trea
United States of Americ

Substituted imidazotriazine
Patent Cooperation Trea
United States of Americ

Substituted triazo-pyridazine derivative
Patent Cooperation Trea
United States of Americ

2-oxc-1-pyrrolidine derivative:
United States of Americ
Patent Cooperation Trea

Deuterated Tivozani
United States of Americ

Analogues of cilostazc
United States of Americ
United States of Americ
EP
Patent Cooperation Trea

4-aminoquinazoline
Australia
Canade
United States of Americ
China (Peopl's Republic]
European Uniol
India
Japar
Mexico
United States of Americ
Patent Cooperation Trea
Korea

Application Number
13/092,801

PCT/US2010/04550
12/856,36(

PCT/US2010/05291
12/905,83¢

PCT/US2010/04309
12/842,58¢

PCT/US2010/03949
12/820,57(

13/002,267
PCT/US09/4922.

61/496,201

12/150,10%
12/644,75¢
8743256.:
PCT/US08/0530:

200728820+
2,661,22¢
12/879,90¢
200780093901.
EP07811504.!
423/MUMNP/200¢
200¢-525631
MX/a/2009/00181«
11/895,17¢
PCT/US2007/01865
200¢-0042994

Page 16 of 1

Filing Date
April 22, 201

August 13, 201
August 13, 201

October 15, 201
October 15, 201

July 23, 201
July 23, 201

June 22, 201
June 22, 201

June 30, 20C
June 30, 20C

June 13, 201

April 24, 200¢

December 22, 20(
November 25, 20(

April 24, 200¢

August 22, 200
August 22, 200

September 10, 20

August 22, 200
August 22, 200
August 22, 200
August 22, 200
August 22, 200
August 22, 200
August 22, 200
August 22, 200



COUNTRY

Argentine

Australia

Australia

Canada

Canada

China

China

MARK
CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

(stylized)
CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

(stylized)

CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

(stylized)

Concert Pharmaceuticals, Inc. Trademarks

REG. NO./
SERIAL
NO.

ISSUED/
FILED

GOOD/SERVICES WITH CLASS NOTES/ CURRENT STATUS

221058:

115791

115792

1,332,45

1,332,46.

5,868,16.

5,868,16:

01/29/200:

1/25/200°

1/25/200°

1/24/200°

1/24/200°

3/7/201:

3/7/201:

Full line of pharmaceutical and Registered, expires 1/29/2018
biopharmaceutical preparations
in Class &

A full line of pharmaceutical at
biopharmaceutical preparations
in Class £

Registered, expires 1/25/2017

A full line of pharmaceutical ai
biopharmaceutical preparations
in Class £

Registered, expires 1/25/2017

A full line of pharmaceutical ai
biopharmaceutical preparations
in Class &£

Pending

A full line of pharmaceutical at
bio pharmaceutical preparations
namely, pharmaceutical
compounds for use in treating
diseases and health conditions
namely, pharmaceuticals for the
treatment of inflammatory
diseases, infectious diseases,
diseases and conditions of the
central nervous system, cancer,
and cardiovascular disea:

Pending

Medical nutriment Registered, expires 3/6/2021

Medical nutriment Registered, expires 3/6/2021



Concert Pharmaceuticals, Inc. Trademarks

REG. NO./
SERIAL ISSUED/
COUNTRY MARK NO. FILED GOOD/SERVICES WITH CLASS NOTES/ CURRENT STATUS
European CONCERT 564120. 1/30/200{ Pharmaceutical and veterinary Registered, expires 1/25/2017
Community PHARMACEUTICALS INC. preparations; biopharmaceutical
preparations; full line of
pharmaceutical and
biopharmaceutical preparations
in Class 5.
Pharmaceutical research and
development services in
Class 42
European = CONCERT 564129! 1/23/200{ Pharmaceutical and veterinary Registered, expires 1/25/2017
Community PHARMACEUTICALS INC. preparations; biopharmaceutical
(stylized) preparations; full line of
pharmaceutical and
biopharmaceutical preparations
in Class 5
Pharmaceutical research and
development services in
Class 42
India CONCERT 152629! 1/25/200° Full line of pharmaceutical and Pending
PHARMACEUTICALS INC. biopharmaceutical preparatio
Israel CONCERT 19727¢ 5/10/200¢ Full line of pharmaceutical and Registered, expires 1/25/2017
PHARMACEUTICALS INC. biopharmaceutical preparations
in Class £
Japan CONCERT 506041! 7/6/2007 Pharmaceuticals in Class 5 Registered, expires 7/6/2017
PHARMACEUTICALS INC.
(stylized)
Japan CONCERT 506041t  7/6/200° Pharmaceuticals in Class 5 Registered, expires 7/6/2017

PHARMACEUTICALS INC.



COUNTRY

New
Zealand

Norway

Russian
Federation

Singapore

South
Africa

Switzerlant

Taiwan

United
States

MARK
CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

CONCERT

PHARMACEUTICALS INC.

CONCERT
PHARMACEUTICALS

CONCERT

PHARMACEUTICALS INC.

Concert Pharmaceuticals, Inc. Trademarks

REG. NO./
SERIAL ISSUED/
NO. FILED

GOOD/SERVICES WITH CLASS NOTES/ CURRENT STATUS

76254 7/25/200t

23976( 6/20/200°

34605( 3/20/200t

TO7/01777. 1/25/200°

2007/0134 4/22/201(

55900° 6/1/200°

129704( 1/16/200:

7893710: 7/25/200¢

Pharmaceutical and
biopharmaceutical preparations
but not including pharmaceutical
preparations to treat hyperactivity
and attention deficit disorder in
children in Class !

Registered, expires 7/25/2016

Complete set of pharmaceutical Registered, expires 6/20/17
and biopharmaceutical
preparations in Class

Full line of pharmaceutical and Registered, expires 1/25/2017
biopharmaceutical preparations
Class £

Full line of pharmaceutical and Registered, Renewal due
biopharmaceutical preparations 1/25/2017
Class £

Full line of pharmaceutical and Registered, expires 1/25/2017
biopharmaceutical preparations
Class £

Pharmaceutical and
biopharmaceutical preparations
Class &

Registered, expires 1/25/2017

Western medicine, biological
medicine preparations in Clas:

Registered, Renewal due
1/15/201¢

Prescription pharmaceutical and Published
biopharmaceutical preparations,

namely, pharmaceutical

preparations for use in treating
inflammatory diseases, infectious
diseases, cancer and

cardiovascular disease in Clas



COUNTRY

United
States

MARK

CONCERT

PHARMACEUTICALS INC.

(stylized)

Concert Pharmaceuticals, Inc. Trademarks

REG. NO./
SERIAL ISSUED/
NO. FILED

GOOD/SERVICES WITH CLASS NOTES/ CURRENT STATUS

7893714 7/25/2001

Pharmaceutical research and
development services in Class

Prescription pharmaceutical and Published
biopharmaceutical preparations,

namely, pharmaceutical

preparations for use in treating
inflammatory diseases, infectious

diseases, cancer and cardiovasc

disease in Class

Pharmaceutical research and
development services in Class



COUNTRY

United
States

MARK
DCE PLATFORM

Concert Pharmaceuticals, Inc. Trademarks

REG. NO./
SERIAL  ISSUED/
NO. FILED GOOD/SERVICES WITH CLASS NOTES/ CURRENT STATUS
7790710 1/7/201( Pharmaceutical compounds for  Allowed

clinical study use in drug research,
namely, deuterium-based
compounds for research use;
chemical compounds for making
and studying pharmaceutical
compounds, namely, deuterium-
based compounds wherein each
chemical compound contains one
or more deuterium atoms for use in
the manufacture of pharmaceutical
preparations; pharmaceutical
compounds for clinical study for
research purposes and laboratory
use in drug research, namely,
deuterium-based compounds in
Class 1

Pharmaceutical compounds for use
in treating diseases and health
conditions, namely,
pharmaceuticals for the treatment
of treatment of inflammatory and
fibrotic diseases, infectious
diseases, diseases and conditior
the central nervous system, cancer,
and cardiovascular and renal
disease; pharmaceutical compot
for clinical study for therapeutic
purposes, namely, deuteriumasec
compounds in Class

Scientific and medical research
services; medical testing services
for research purposes; conducting
early evaluations in the field of ni
pharmaceuticals; drug discovery
services; pharmaceutical research
services in Class 4



BORROWER'’S DEPOSIT ACCOUNTS AND INVESTMENT ACCOUNTS

Bank Name

Silicon Valley Bank

Silicon Valley Bank

State Street Bank

State Street Bank

Note: All cash/investments moved
DE3085. Concert requested on
12/9/11 that the DE3086 be clos
SVB Securities

SVB Securities

Account Numbe

3300530507

3300580848

DE3085

DE3086

486-04255

486-05241

EXHIBIT E

Branch Addres

3003 Tasman Drive Santa Cla
CA 95054

3003 Tasman Drive Santa Cla
CA 95054

1200 Crown Colony Drive
Quincy, MA 0216¢

1200 Crown Colony Drive
Quincy, MA 02169

3003 Tasman Drive Santa Cla
CA 95054

3003 Tasman Drive Santa Cla
CA 95054

Company/Subsidiar

CompanyixI OR Name of
Sub

CompanyiXI OR Name of
Sub

CompanyxI OR Name of
Sub

Companyld OR

Name of Sub Conce
Pharmaceuticals Securities
Corporation

CompanyixI OR Name of
Sub

CompanyiX] OR Name of
Sub



EXHIBIT F
COMPLIANCE CERTIFICATE

Hercules Technology Growth Capital, Inc.
400 Hamilton Avenue, Suite 310
Palo Alto, CA 94301

Reference is made to that certain Loan and Seciigtgement dated December , 2011 and all angilocuments entered into in
connection with such Loan and Security Agreemdrasaimay be amended from time to time, (hereinaéfarred to collectively as the “Loan
Agreement”) between Hercules Technology Growth @&dnc. (“Hercules”) as Lender at@DNCERT PHARMACEUTICALS, INC. (the
“Company”) as Borrower. All capitalized terms neffiied herein shall have the same meaning as dkifingne Loan Agreement.

The undersigned is an Officer of the Company, keolgkable of all Company financial matters, andith@ized to provide
certification of information regarding the Compahgreby certifies, in such capacity, that in acaad with the terms and conditions of the
Loan Agreement, the Company is in compliance fergariod ending of all covetsaonditions and terms and hereby reaffirms
that all representations and warranties containeckin are true and correct in all material respentand as of the date of this Compliance
Certificate. Attached are the required documenppstiing the above certification. The undersignathier certifies on behalf of the Comp:
that these are prepared in accordance with GAAgeX(i) for the absence of footnotes, (ii) thatlare subject to normal year end
adjustments, (iii) they do not contain certain roash items, and (iv) that they are subject to adjest with respect to revenue recognition for
upfront and milestone payments, and are consifitemtone period to the next except as explainedviel

CHECK

REPORTING REQUIREMEN REQUIRED IF ATTACHED
Interim Financial Statemen Monthly within 30 days

Interim Financial Statemen Quarterly within 45 day

Audited Financial Statemer FYE within 180 day:

Very Truly Yours,

CONCERT PHARMACEUTICALS, INC.

By:

Name

Its:




EXHIBIT G
FORM OF JOINDER AGREEMENT

This Joinder Agreement (the “Joinder Agreementthhiede and dated as of 1, 2@nd is entered into by and
between ,a corporation (“Subsidiary”), and Hercules Techmyl@Growth Capital, Inc. as a Lender.
RECITALS

A. Subsidiary’s Affiliate, CONCERT PHARMACEUTICALS, INC. (“Company”) has entered into that certain Loan and
Security Agreement dated December , 2011, kétider, as such agreement may be amended (the ‘Agi@@ement”), together with the
other agreements executed and delivered in commeitterewith;

B. Subsidiary acknowledges and agrees that itheifiefit both directly and indirectly from Compangsecution of the Loan
Agreement and the other agreements executed aveérngel in connection therewith;

AGREEMENT

NOW THEREFORE, Subsidiary and Lender agree as\viclio

1. The recitals set forth above are incorporatéalamd made part of this Joinder Agreement. Capéditerms not defined herein shall
have the meaning provided in the Loan Agreen

2. By signing this Joinder Agreement, Subsidiamglidbe bound by the terms and conditions of thernLAgreement the same as if it were
the Borrower (as defined in the Loan Agreement)auride Loan Agreement, mutatis mutandis, providaddver, that Lender shall he
no duties, responsibilities or obligations to Sdlzsiy arising under or related to the Loan Agreeneerthe other agreements executed
and delivered in connection therewith. Ratherhdxtent that Lender has any duties, respongisilitr obligations arising under or
related to the Loan Agreement or the other agre&svexecuted and delivered in connection therewlhibse duties, responsibilities or
obligations shall flow only to Company and not tbSidiary or any other person or entity. By wayerample (and not an exclusive
list): (a) Lender’s providing notice to Companyaocordance with the Loan Agreement or as otheragseed between Company and
Lender shall be deemed provided to Subsidiarya(bg@nder’s providing an Advance to Company shali&emed an Advance to
Subsidiary; and (c) Subsidiary shall have no rightequest an Advance or make any other demandendet.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]



SUBSIDIARY:

[SIGNATURE PAGE TO JOINDER AGREEMENT]

By:

Name:

Title:

Address:

Telephone:

Facsimile:

LENDER:

HERCULES TECHNOLOGY GROWTH CAPITAL, INC.

By:

Name

Its:




EXHIBIT H
ACH DEBIT AUTHORIZATION AGREEMENT

Hercules Technology Growth Capital, Inc.
400 Hamilton Avenue, Suite 310
Palo Alto, CA 94301

Re: Loan and Security Agreement dated Decembg2011 between CONCERT PHARMACEUTICALS, INC. (“Bower”) and
Hercules Technology Growth Capital, Inc. (“Companfthe “Agreement”)

In connection with the above referenced AgreemértBorrower hereby authorizes the Company taaitgtdebit entries for the periodic
payments due under the Agreement to the Borroveecsunt indicated below. The Borrower authorizesdépository institution named
below to debit to such account.

DEPOSITORY NAME BRANCH
CITY STATE AND ZIP CODE
TRANSIT/ABA NUMBER ACCOUNT NUMBER

This authority will remain in full force and effesb long as any amounts are due under the Agreement
CONCERT PHARMACEUTICALS, INC

By:

Date:




SCHEDULE 1
SUBSIDIARIES

Concert Pharmaceuticals Securities Corp., a Massatis corporatio



SCHEDULE 1A
EXISTING PERMITTED INDEBTEDNESS

None.



SCHEDULE 1B
EXISTING PERMITTED INVESTMENTS

Investment in Concert Pharmaceuticals Securitiap(



SCHEDULE 1C
EXISTING PERMITTED LIENS

None.



SCHEDULE 5.3
CONSENTS, ETC.

None.



SCHEDULE 5.5
ACTIONS BEFORE GOVERNMENTAL AUTHORITIES

None.



SCHEDULE 5.8
TAX MATTERS

None.



SCHEDULE 5.9
INTELLECTUAL PROPERTY CLAIMS

None.



SCHEDULE 5.10
INTELLECTUAL PROPERTY

None.



SCHEDULE 5.11
BORROWER PRODUCTS

None.



SCHEDULE 5.14
CAPITALIZATION

Borrower owns all of the outstanding capital sto€iConcert Pharmaceuticals Securities Corp. Seetstl capitalization table of Borrow



FIRST AMENDMENT TO LOAN AND SECURITY AGREEMENT

THIS FIRST AMENDMENT TO LOAN AND SECURITY AGREEMENT"Amendment”) is made and dated as of January014,
and is entered into by and betwg@@NCERT PHARMACEUTICALS, INC. , a Delaware corporation (the “Borrower”), alH&ERCULES
TECHNOLOGY GROWTH CAPITAL, INC. , a Maryland corporation (“Lender”). Capitalizedrtes used herein without definition shall
have the meanings ascribed to such terms in the Agaeement (defined below).

RECITALS

A. The Borrower and the Lender are party to thataie Loan and Security Agreement dated as of Déeg®2, 2011 (the “Loan
Agreement”).

B. Each of the Borrowes’ audited financial statements delivered to thedeeminder the Loan Agreement refer to certain lités of the
Borrower to the landlord in connection with tenanprovements under the Borrower’s real estate lease

C. The parties desire to amend the Loan Agreemetiieterms set forth herein to clarify that suabilities to the landlord are
permitted under the terms of the Loan Agreement.
AGREEMENT
NOW, THEREFORE, Borrower and Lender agree as fatow

1. Effective as of December 22, 2011, Schedule flih@Loan Agreement is hereby amended and replatadSchedule 1A attached
hereto as Annex A.

2. The Lender waives any defaults or events ofude&aising from the items on Annex A not beinglirded on Schedule 1.1 on the
Closing Date.

3. Except as modified herein, the Loan Agreememtaias unchanged and in full force and effect. Ther®wver hereby ratifies, confirr
and reaffirms the terms and conditions of the LAgreement and the Loan Documents, and all granggaidrity by the Borrower to the
Lender in connection therewith.

4. This Amendment shall be governed by, and coedtand enforced in accordance with, the laws of2tiamonwealth of
Massachusetts, excluding conflict of laws principtieat would cause the application of laws of afienjurisdiction.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, Borrower and Lender have dugaited and delivered this First Amendment to Laat Security

Agreement as of the day and year first above writte

Accepted in Boston, Massachusetts:

BORROWER:
CONCERT PHARMACEUTICALS, INC.

Signature: /s/ Nancy Stuart

Print Name Nancy Stuar

Title: Chief Operating Officer

LENDER:

HERCULES TECHNOLOGY GROWTH CAPITAL,
INC.

By: /s/ Ben Bang

Name Ben Bang

Its: Senior Council




Annex A
Schedule 1A
EXISTING PERMITTED INDEBTEDNESS

Pursuant to the Borrower’s real estate lease with Gedgemont LLC with respect to the lease of the@®ver’'s headquarters in
Lexington, Massachusetts in the building known addemont Development Center, and as more fullyribestin the Borrower’s audited
financial statements for fiscal year end 2008 artbsquent years, the Borrower is obligated to ramsithe landlord for certain leasehold
improvement costs, in the original amount of $2iBiom plus interest



SECOND AMENDMENT TO LOAN AND SECURITY AGREEMENT

THIS SECOND AMENDMENT TO LOAN AND SECURITY AGREEMEN (“Amendment”)is made and dated as of August 11, 2
and is entered into by and betwg@@NCERT PHARMACEUTICALS, INC. , a Delaware corporation (the “Borrower”), ad&RCULES
TECHNOLOGY GROWTH CAPITAL, INC. , a Maryland corporation (“Lender”). Capitalizedrtes used herein without definition shall
have the meanings ascribed to such terms in the Agaeement (defined below).

RECITALS

A. The Borrower and the Lender are party to thatade Loan and Security Agreement dated as of Déegr®2, 2011, as amended as of
January 14, 2014 (the “Loan Agreement”).

B. The parties desire to amend the Loan Agreemeth@terms set forth herein.

AGREEMENT
NOW, THEREFORE, Borrower and Lender agree as fatow
1. Section 7.1(c) of the Loan Agreement is herahgraded and restated as follows:

(c) as soon as practicable and in any event witliiaty days (90 days) after the end of each figeal, audited financial statements a
the end of such year (prepared on a consolidateid,ifiapplicable), including balance sheet anateel statements of income and cash flows,
and setting forth in comparative form the correspog figures for the preceding fiscal year, ceetifiby a firm of independent certified public
accountants selected by Borrower and reasonabbpéaizie to Lender, accompanied by an audit repom Such accountants which is
unqualified as to scope of audit;

2. Section 7.1 of the Loan Agreement is hereby aleeémy deleting the final paragraph thereof, aptang it with the following:

“The executed Compliance Certificate may be sehetder via e-mail to jpourque @herculestech.cothFihancial Statements
required to be delivered pursuant to clauses if@@arid (c) shall be sent via e-mail to financialteents@herculestech.com with a copy to
jbourque@herculestech.com provided that, (i-mail is not available or sending such Financialt&nents via e-mail is not possible, they
may be sent via facsimile to Lender at: (866) 8886, attention Chief Credit Officer, and (ii) docents to be furnished under Sections 7.
and (c) may be furnished as set forth in the foitmisentence. Documents required to be delivere@mugections 7.1(b), (c) and (e) shall be
deemed properly delivered on the date on whictBthreower posts such documents, or provides a heketo on the Borrower’s website, or
the date on which such documents are availabledgaiEor other publicly available website and Boreowotifies Lender by email of such
availability”



3. The Compliance Certificate is hereby amendeddigting “180 days” and replacing it with “90 ddys.

4. Except as modified herein, the Loan Agreememtaias unchanged and in full force and effect. Toer@wver hereby ratifies, confirr
and reaffirms the terms and conditions of the LAgreement and the Loan Documents, and all granggadrity by the Borrower to the
Lender in connection therewith.

5. This Amendments shall be governed by, and coadtand enforced in accordance with, the lawseftbmmonwealth of
Massachusetts, excluding conflict of laws principtieat would cause the application of laws of afyepjurisdiction.

6. The Borrower represents that no Event of Defaadt occurred and is continuing.

[Remainder of Page Intentionally Blar



IN WITNESS WHEREOF, Borrower and Lender have dugaited and delivered this First Amendment to Laat Security

Agreement as of the day and year first above writte

Accepted in Boston, Massachusetts:

BORROWER:

CONCERT PHARMACEUTICALS, INC.

Signature: /s/ Ryan Daw:

Print Name Ryan Daws

Title: Chief Financial Office
LENDER:
HERCULES TECHNOLOGY

GROWTH CAPITAL, INC.

By: /s/ Ben Bang

Name Ben Banc

Its: Senior Counci




Exhibit 10.20

S UMMARY OF D IRECTOR C OMPENSATION P ROGRAM

The board of directors (the “ Boatdof Concert Pharmaceuticals, Inc. (the “ Companlyas approved the following director
compensation program. Under this director compé@msarogram, the Company will pay its non-emplog@ectors retainers in cash. Each
non-employee director will receive a cash retafoeservice on the Board and for service on eachroitee of which the director is a
member. The chairmen of the Board and of each ctteenivill receive higher retainers for such servideese fees are payable quarterly in
arrears. The fees paid to non-employee directarseivice on the Board and for service on each citterof the Board of which the director
is a member are as follows:

Chairman
Member
Annual Annual
Fee Fee
Board of Directors $30,00( $60,00(
Audit Committee $ 7,50( $15,00(
Compensation Committe $ 5,00( $10,00(
Nominating and Corporate Governance Commi $ 3,00( $ 7,00(

The Company will also reimburse its non-employeedtors for reasonable travel and out-of-pocketasps incurred in connection
with attending Board and committee meetings.

In addition, under the Company'’s director compensgtrogram, each non-employee director electeiddoard after the closing of
the Company’s initial public offering will receivan option to purchase 25,000 shares of the Compawmyhmon stock. Each of these options
will vest in equal quarterly installments over eetlryear period measured from the date of grabfestito the director’s continued service as
a director, and will become exercisable in full a@ochange in control of the Company. Further hendate of the first Board meeting held
after each annual meeting of stockholders, eackenguioyee director that has served on the Boardtftgast six months will receive an
option to purchase 10,000 shares of the Compamysyon stock. Each of these options will vest inaquarterly installments over a one-
year period measured from the date of grant, sttijgbe directc’s continued service as a director, and will becerexcisable in full upon
change in control of the Company. The exerciseepoichese options will equal the fair market vatdi¢he Company’s common stock on the
date of grant.



Exhibit 21.1

Subsidiaries of the Registrant

Name Jurisdiction of Organization
Concert Pharmaceuticals Securities Corpore Massachuseti




Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333-195128)gming to the Amended and
Restated 2006 Stock Option and Grant Plan and 3@iek Incentive Plan of Concert Pharmaceuticals, éfiour report dated March 2, 20:

with respect to the consolidated financial stateimehConcert Pharmaceuticals, Inc., included is innual Report (Form 10-K) for the year
ended December 31, 2014.

/sl Ernst & Young LLP

Boston, Massachusetts
March 2, 2015



Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13a-14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Roger D. Tung, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Concert Pharmaceuticals, In

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav

(&) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

(b) Designed such internal control over financial réipgr or caused such internal control over finaheaorting to be designed un
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registradislosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; an

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weakgses in the design or operation of internal céoptrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: March 2, 2015

/s/ Roger D. Tung

Roger D. Tunc
President and Chief Executive Offic



Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13a-14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Ryan Daws, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Concert Pharmaceuticals, In

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav

(&) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

(b) Designed such internal control over financial réipgr or caused such internal control over finaheaorting to be designed un
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registradislosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; an

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weakgses in the design or operation of internal céoptrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: March 2, 2015

/s/ Ryan Daws

Ryan Daws
Chief Financial Office



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 Annual Report on Form 10fiConcert Pharmaceuticals, Inc. (the “Company”)tfar year ended December 31,
2014 as filed with the Securities and Exchange C@sion on the date hereof (the “Report))Roger D. Tung, President and Chief Exect
Officer of the Company, hereby certify, pursuant®U.S.C. Section 1350, as adopted pursuant tioB8e306 of the Sarbanes-Oxley Act of
2002, that, to my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
(2) The information contained in the Report faphesents, in all material respects, the finan@abition and results of operations of
the Company

Dated: March 2, 2015 /s/ Roger D. Tung
Roger D. Tunc
President and Chief Executive Offic

A signed original of this written statement requitey Section 906 has been provided to Concert Paegnticals, Inc. and will be
retained by Concert Pharmaceuticals, Inc. and fsiheid to the Securities and Exchange Commissias etaff upon request.



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 Annual Report on Form 10fiConcert Pharmaceuticals, Inc. (the “Company”)tfar year ended December 31,
2014 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), I, Ryam3, Chief Financial Officer of the
Company, hereby certify, pursuant to 18 U.S.C.i8erc350, as adopted pursuant to Section 906 ob#nbanes-Oxley Act of 2002, that, to
my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
(2) The information contained in the Report faphesents, in all material respects, the finan@abition and results of operations of
the Company

Dated: March 2, 2015 /s/ Ryan Daws
Ryan Daws
Chief Financial Office

A signed original of this written statement requitey Section 906 has been provided to Concert Paegnticals, Inc. and will be
retained by Concert Pharmaceuticals, Inc. and fsiheid to the Securities and Exchange Commissias etaff upon reques



