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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2012
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 001-34703

Alimera Sciences, Inc.

(Exact name of registrant as specified in its chaet)

Delaware 20-0028718
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

6120 Windward Parkway, Suite 290
Alpharetta, GA 30005
(Address of principal executive offices) (Zip Code)

(678) 990-5740

(Registrant’s telephone number, including area code

Securities registered pursuant to Section 12(b) dfie Act:

Common Stock, $0.01 par value per share The NASDAQ Stock Market LLC
(Title of each class) (Name of each exchange on which registered)

Securities registered pursuant to Section 12(g) ¢iie Act:
None

Indicate by check mark if the registrant is a elbwn seasoned issuer, as defined in Rule 405%dbéturities Act.  Yed No
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®acl5(d) of the Act. YesO No

Indicate by check mark whether the registrant @ filed all reports required to be filed by Seeti8 or 15(d) of the Securities Exchange Act of4L88ring the
preceding 12 months (or for such shorter periodttiaregistrant was required to file such repodaj (2) has been subject to such filing requirgsor the past 90
days. YesKx No O

Indicate by check mark whether the registrant ki@smitted electronically and posted on its corpokilb site, if any, every Interactive Data File riegd to be
submitted and posted pursuant to Rule 405 of Régnl&-T (8§ 232.405 of this chapter) during thecpding 12 months (or for such shorter period thatregistrant was
required to submit and post such files). YES No O

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K (925 of this chapter) is not contained herein,\aitichot be

contained, to the best of registrant’s knowledgeléfinitive proxy or information statements incorgted by reference in Part Ill of this Form 10+4Kaoy amendment to
this Form 10-K.

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting comp&@ege the
definitions of “large accelerated filer,” “accelegd filer” and “smaller reporting company” in Rul@b-2 of the Exchange Act. (Check one):

Large accelerated filer O Accelerated filer O

Non-accelerated filer O (Do not check if a smaller reporting company) Benaeporting company
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Actyes O No

As of June 29, 2012, the last business day ofdbistrant's last completed second quarter, theeggtg market value of the Common Stock held byaftlates



of the registrant was approximately $29,658,318¢Haon the closing price of the registrant’s Comi8tock, as reported by the NASDAQ Global Marketargk
of Common Stock held by each executive officeredtior and stockholders known by the registrantin ©0% or more of the outstanding stock based dfigfilings
and other information known to the registrant hiagen excluded since such persons may be deemkatedfi This determination of affiliate status &t necessarily a
conclusive determination for other purposes.

As of March 26, 2013 there were 31,556,205 shdrédseaegistrant's Common Stock issued and outsignd
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DOCUMENTS INCORPORATED BY REFERENCE

Specified portions of the registrant’s proxy stagetrwith respect to the registrant’s 2013 AnnuakMwey of Stockholders, which is to be filed pursutan
Regulation 14A within 120 days after the end ofagistrant’s fiscal year ended December 31, 2@k2 jncorporated by reference into Part 11l o§thorm 10-K.
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PART |
SPECIAL NOTE REGARDING FORWARD -LOOKING STATEMENTS AND PROJECTIONS

Various statements in this report are “forward-liogkstatements” within the meaning of the PrivageBities Litigation Reform Act of 1995. Forwardslong
statements involve substantial risks and uncerésinAll statements, other than statements of higgtbfacts, included in this report regarding stmategy, future
operations, future financial position, future rewes, projected costs, prospects, plans and olgsativmanagement are forwdobking statements. These statements
subject to risks and uncertainties and are basedfermation currently available to our managemé&vords such as, but not limited to, “anticipateyéfieve,”
“estimate,” “expect,” “intend,” “may,” “plan,” “cotemplates,” “predict,” “project,” “target,” “likely’ “potential,” “continue,” “will,” “would,” “should,” “could,” or the
negative of these terms and similar expressiongoods, identify forward-looking statements. Themgeand circumstances reflected in our forward-loglstatements
may not occur and actual results could differ maligrfrom those projected in our forward-lookingiements. Meaningful factors which could causaacesults to
differ include, but are not limited to:

" " o "” ”ou ”ou ”

. delay in or failure to obtain regulatory approvabar product candidate

. uncertainty as to our ability to commercialize (@mr with others), and market acceptance of, ILENin the EU

. our inability to successfully market and sell ILUBNI following regulatory approval in additional matk

. the extent of government regulatic

. uncertainty as to the pricing and reimbursemendeliries for our product candidates, including ILEBW in the various EU countrie
. uncertainty as to the relationship between #heefits of our product candidates and the riskb@f sideeffect profiles

. dependence on thiarty manufacturers to manufacture our product icatels in sufficient quantities and qual

. uncertainty of clinical trial resuli

. limited sales and marketing infrastructure;

. our ability to operate our business in compliandh the covenants and restrictions that we areestittp under our credit facilil

All written and verbal forward-looking statementiiutable to us or any person acting on our Hedral expressly qualified in their entirety by teutionary
statements contained or referred to in this sectda caution investors not to rely too heavily ba forward-looking statements we make or that aderon our behalf.
We undertake no obligation, and specifically dexkmy obligation, to update or revise publicly &myvard-looking statements, whether as a resuttesf information,
future events or otherwise. You are advised, howeageconsult any further disclosures we make dated subjects in any annual, quarterly or curreports that we
may file with the Securities and Exchange Commissio

We encourage you to read the discussion and asalf/sur financial condition and our consolidatethhcial statements contained in this annual repoform
10-K. We also encourage you to read Item 1A of Paf this annual report on Form 10-K, entitled SRFactors,” which contains a more complete disonssf the
risks and uncertainties associated with our busidesaddition to the risks described above arlteim 1A of this report, other unknown or unpredit¢afactors also
could affect our results. There can be no assurtiratehe actual results or developments anticipbyeus will be realized or, even if substantiatglized, that they will
have the expected consequences to, or effectsomharefore no assurance can be given that tivemes stated in such forward-looking statementseatichates will
be achieved.
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ITEM 1. BUSINESS
Overview

Alimera Sciences, Inc. (we, Alimera or the Compasyg biopharmaceutical company that specializékamresearch, development and commercialization of
prescription ophthalmic pharmaceuticals. We arsgmdy focused on diseases affecting the backeoéte, or retina, because we believe these disaesest well
treated with current therapies and represent dfisignt market opportunity.

Our most advanced product candidate is ILUVIENvhich has received marketing authorization inthasthe United Kingdom, Portugal, France, Germang
Spain, and has been recommended for marketing rézdtion in Italy, for the treatment of vision imipaent associated with chronic diabetic maculamealéDME)
considered insufficiently responsive to availalblerapies. DME is a disease of the retina that &ffiedividuals with diabetes and can lead to sevisien loss and
blindness. ILUVIEN is the first product approved @hronic DME. ILUVIEN has not been approved by th&. Food and Drug Administration (FDA).

We currently plan to launch ILUVIEN in Germany, tbeited Kingdom and France in 2013, and are pugspiiting and reimbursement in those countrieguly
2012, we received a letter from Germany’s Fedeviat Committee indicating that the automatic olfigato submit a dossier on ILUVIEN, per the Arzamételmarkt-
Neuordnungsgesetz law, would not be necessarythan@ benefit assessment would not be requireckipteof this letter allows us to launch ILUVIEN @ermany
without price restriction. In January 2013, the tddiKingdom'’s National Institute for Health andriitial Excellence (NICE) published final guidancdigating that
ILUVIEN is not cost effective for the treatment\a$ion impairment associated with chronic DME cadesed insufficiently responsive to available thézamiven the
cost of £56500. We subsequently submitted a simgiiemt access scheme (PAS) for ILUVIEN to the Paitheccess Schemes Liaison Unit (PASLWhich has been
agreed to by the United Kingdom's Department ofltHeend is now under consideration by NICE for irssbn in its rapid review facility. Under this fégi, the
Appraisal Committee at NICE is expected to asdesitpact of the ILUVIEN PAS on ILUVIEN's cost effiveness and determine whether an update to teatly
published final guidance is warranted.

We submitted a New Drug Application (NDA) in Jur@l® for ILUVIEN in the U.S. with the FDA based oatd through month 24 of our two completed Phase 3
pivotal clinical trials (collectively, our FAME Stly) on both ILUVIEN and a higher dose FAc intragil insert to assess the efficacy and safety oMIEN in the
treatment of DME over a 36 month period. In Decen#fd4 0 we received a Complete Response Letter (&fRkr) the FDA regarding our NDA. The primary conter
expressed in the CRL centered on the benefits WVIEN in treating DME patients versus the risk tf side effects. Upon further analysis of the FABIHdy data
through its final readout at month 36, we determiitiet a pre-planned subgroup of chronic DME p#didemonstrated a greater benefit to risk profitentthe full
population dataset in our original NDA filing. Wetsnitted our response to the CRL to the FDA in 8¢ 1, including additional safety and efficacy ddw@ugh
month 36 of the FAME Study with an emphasis ondim®nic DME subgroup. In November 2011, the FDAiégzba second CRL to communicate that the NDA could
not be approved in its then current form statirag the NDA did not provide sufficient data to suggbat ILUVIEN is safe and effective in the treamt of patients with
DME. The FDA stated that the risks of adverse ieastshown for ILUVIEN in the FAME Study were si§inant and were not offset by the benefits demarstr by
ILUVIEN in these clinical trials. In its second CRihe FDA indicated that we would need to condwet &dditional clinical trials to demonstrate thHat/VIEN is safe
and effective for the proposed indication. Durihg second quarter of 2012, we met with the FDAnieffort to gain a better understanding of the k&iguy path for
ILUVIEN in the U.S. Based upon this meeting, wersitted a response to the second CRL to the FDAarfitst quarter of 2013, which included additioaahlysis of
the benefits and risks of ILUVIEN based upon clitidata available from the FAME Study. We do neinpio conduct additional trials for DME at this ém

ILUVIEN is inserted in the back of the patient'seetp a placement site that takes advantage ofyle eatural fluid dynamics to deliver the non-piiefary
corticosteroid fluocinolone acetonide (FAc). ILU\NES inserted in a non-surgical procedure employmgvice with a 25-gauge needle which allows feel&sealing
wound. If approved in the U.S., the non-surgicalcedure will be performed in the retinal specidisftfice, while in Europe it will be performed ahospital or private
clinic setting. ILUVIEN is an intravitreal implariat treats patients by delivering a consistentraidrogram daily dose of FAc in the eye, whichustained and
therapeutically effective through 36 months. Weedsa that a sustained effect resulting in mininmeé £ffects using a corticosteroid can only be eadil by providing
lower exposure to corticosteroids and focusingdslevery to the back of the eye. Additionally, welibve that adverse events associated with ILUVEE&predictable
and manageable by a retinal physician, and withénaicceptable limits of a drug for the treatmerDbIE.

ILUVIEN is also being studied in two Phase 2 clalitrials for the treatment of the dry form of agdated macular degeneration (AMD) and retinal \@#olusion
(RVO). A phase 2 trial studying ILUVIEN in the tite@ent of the wet form of
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AMD has been terminated based on an interim arglglsie to the determination that the endpoint dficeng the number of anttEGF injections may not be appropri
to assess the benefit of ILUVIEN in that disease.

Our commercialization strategy is to establish ILUBM as a leading therapy for vision loss in chrddME patients and subsequently for any other intdioa for
which ILUVIEN proves safe and effective. We are lgdan executive team with extensive developmedtcammercialization expertise with ophthalmic protdu
including the launch and management of Visudyrdrug product sponsored by Novartis and the firsirptacological treatment indicated for patients witgt AMD.
We intend to capitalize on our management’s expedand expertise to market ILUVIEN and other ptig¢eye care products, when, where and if suchsiraceive
regulatory approval. We have hired additional ophitic and specialty product managers in EuropecWeently plan to launch ILUVIEN in Germany, the itéal
Kingdom and France in 2013, and are pursuing gyiaeimd reimbursement in those countries. We alsotpl@ommercialize ILUVIEN, directly or with a padr, in
Austria, Italy, Portugal and Spain, with potengapansion into other EU and non-EU countries penéliture applicable regulatory approvals. If ILU\NHEs approved
by the FDA, we intend to commercialize ILUVIEN dity to retina centers across the U.S.

Business Strategy

We are presently focused on diseases affectingable of the eye, or retina, because we believeetisgases are not well treated with current thessmnd
represent a significant market opportunity. Ouritesss strategy is to:

. Maximize the Commercial Success of ILUVIWe currently plan to launch ILUVIEN in Germany, tbaited Kingdom and France in 2013, and are pugsuin
pricing and reimbursement in those countries. Ve plan to commercialize ILUVIEN, directly or wighpartner, in Austria, Italy, Portugal and Spaiithw
potential expansion into other EU and non-EU cadestpending future applicable regulatory approvals.

. Pursue FDA Approval for ILUVIEI. We submitted a response to the second CRL tBErein the first quarter of 2013, which includedd&tbnal analysis of
the benefits and risks of ILUVIEN based upon clihidata available from the FAME Study. If approvsdthe FDA, we intend to directly commercialize
ILUVIEN to retina centers in the U.S.

. Pursue Approval in Additional Countri. We are eligible for a mutual recognition procedunder which we can submit ILUVIEN for approvakiny or all of
the remaining 20 EU countries. The Internationaltigtes Federation estimates there are approxintetyillion people suffering from diabetes in these
remaining countries. We are also considering exparato Middle Eastern and Asian markets.

. Assess the Effectiveness of ILUVIEN for Additidgtetinal Disease. We believe that ILUVIEN has the potential to askr additional retinal diseases includ
among others, dry AMD, wet AMD and RVO. ILUVIEN ling studied in two Phase 2 clinical trials fag theatment of the dry AMD and RVO. A phase 2
trial studying ILUVIEN in the treatment of the w&MD has been terminated based on an interim arglysie to the determination that the endpoint dficeng
the number of anti-VEGF injections may not be appede to assess the benefit of ILUVIEN in thatdise.

. Expand Our Ophthalmic Product PipelirwWe believe there are further unmet medical neetisenreatment of ophthalmic diseases. Towardehdt we intend
to leverage our management'’s expertise and itsdmeawork of relationships to continue to evaluatéicensing and acquisition opportunities for caupds
and technologies with potential treatment applaratifor diseases affecting the eye.

Disease Overview and Market Opportunity
Diabetes and Diabetic Retinopathy

Diabetes mellitus, with its systemic and ophthalodmplications, represents a global public hedltkat. The estimated prevalence of diabetes waodieli 2011
increased to 366 million people and is expectdddrease to 522 million people by 2030. In the Blurdries in which ILUVIEN has received marketingharizations
or has been recommended for marketing authorizaticecording to the International Diabetes FoundatRiabetes Atlas, Fifth Edition, there are appnwedely
19.0 million diabetics of whom we estimate approedety 1.1 million suffer from DME.

According to the U.S. Centers for Disease Contnadl Brevention (CDC), the number of Americans disgdowith diabetes has increased from approximately
8.1 million people in 1994 to approximately 18.8limin people in 2010. In addition to diagnosed sasiee CDC estimates that an additional 7.0 milAonericans with
diabetes are currently undiagnosed and are therafiirbeing monitored and treated to control thisiease and prevent systemic and ophthalmic coatiglits. With
better diagnostics and improved public awarenéssntimber of persons diagnosed with and beingetlefat diabetes is expected to increase.
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All patients with diabetes are at risk of develagpgome form of diabetic retinopathy, an ophthalctmplication of diabetes with symptoms including swelling
and leakage of blood vessels within the retindherabnormal growth of new blood vessels on theasarbf the retina. According to the American Diabedssociation,
diabetic retinopathy causes approximately 12,00t600 new cases of blindness in the U.S. eaah gexking diabetes the leading cause of new cagaiadness in
adults aged 20 to 74. Diabetic retinopathy canibieled into either non-proliferative or proliferaé retinopathy. Non-proliferative retinopathy (atsdled background
retinopathy) develops first and causes increaspitlary permeability, micro aneurysms, hemorrhagesidates, macular ischemia and macular edem&éttirny of the
retina caused by fluid leakage from capillariespliferative retinopathy is an advanced stage abédtic retinopathy which, in addition to charatées of non-
proliferative retinopathy, results in the growthnew blood vessels. These new blood vessels amrrabhand fragile, growing along the retina andhglthe surface of
the clear, vitreous gel that fills the inside of #ye. By themselves, these blood vessels do neesymptoms or vision loss. However, these blasdels have thin,
fragile walls that are prone to leakage and henageh

DME is a common ocular complication of diabeteslitusl. As the incidence of diabetes continues twease worldwide, the incidence of DME and other
complications is predicted to rise as well. A miyoof patients who suffer from diabetes do not trgdgcemic (glucose or blood sugar) targets, r@sglin chronic
hyperglycemia (elevated levels of glucose in treot). This, in turn, leads to the development afrovvascular complications, the most common of Wiiscdiabetic
retinopathy. Diabetic retinopathy is the leadings=of new-onset blindness in patients aged 20 taith DME accounting for a majority of vision b patients with
diabetic retinopathy. Vision loss from DME affebisth patients and caregivers, who must assistatiert with doctor visits.

Diabetic Macular Edema

DME, the primary cause of vision loss associateti diabetic retinopathy, is a disease affectingntiaeula, the part of the retina responsible fotre¢rision.
When the blood vessel leakage of diabetic retifgpeauses swelling in the macula, the conditioraited DME. The onset of DME is painless and mayigdetected
by the patient until it manifests with the blurrinfcentral vision or acute vision loss. The seyeof this blurring may range from mild to profoutu$s of vision. We
estimate there are approximately 1.1 million pasesuffering from DME in the seven EU countriesvinich ILUVIEN has received or been recommendediarketing
authorization.

Limitations of Current Treatments for DME

The current standards of care for the treatmeBI\ME are laser photocoagulation and intravitreadtipns of anti-vascular endothelial growth fageanti-VEGF)
agents and corticosteroid therapies. Laser photpdaton is a retinal procedure in which a lasargsd to apply a burn or a pattern of burns toergt leaky blood
vessels to reduce edema. Visual acuity gains @rewgh this therapy, although results are higtdyiable and it may take more than eight monthsrfedian visual
acuity to improve. Further, this is a destructiveqedure that has undesirable side effects inafupartial loss of peripheral and night vision. Liotig, an anti-VEGF, is
marketed for the treatment of vision loss assodiat¢h DME in the U.S. and the EU. Retinal spestalihave supplemented laser photocoagulation acenitis with the
use of both off-label intravitreal injections oher anti-VEGF and corticosteroid therapies.

Studies have also shown that both anti-VEGF inbibitind corticosteroids are efficacious in somépts suffering from DME. However, both corticostiels and
anti-VEGFs are limited by a need for multiple irtjens to maintain a therapeutic effect and areeffatacious in all patients. This raises conceroisamly for patients,
but also for caregivers who are affected by fregidector visits, and healthcare providers who nmushitor patients monthly. Furthermore, a subsgatients does not
respond to these therapies, and the disease petsistldition, these therapies have safety cosc€uorticosteroids have historically been assodiwii¢h significant
increases in intraocular pressure (IOP), which measease the risk of glaucoma, and the accelerafi@ataract formation. Anti-VEGF treatments in@e#he risk of
endophthalmitis and have also been shown to r@iBe |

ILUVIEN
Overview

Our most advanced product candidate is ILUVIENiraravitreal implant providing a therapeutic efféat up to 36 months in the treatment of vision amment
associated with chronic DME by delivering sustaisab-microgram levels of FAc, a non-proprietanticosteroid with demonstrated efficacy in the tneamt of ocular
disease. Intravitreal refers to the space insideetle behind the lens that contains the jellydilbstance called vitreous. DME is a disease ofetiea which affects
individuals with diabetes and can lead to seves®mniloss and blindness. ILUVIEN is implanted ie thack of the patient’s eye in a nsurgical procedure using a ste
preloaded applicator (the ILUVIEN applicator) empta a 25-gauge
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needle, which allows for a self-sealing wound. Tihiplantation is very similar to the administratiohan intravitreal injection, a procedure commoagployed by
retinal specialists. In the U.S., if approved, tloa-surgical procedure will be performed in thénadtspecialist’s office, while in Europe, wherepapved, it will be

performed in a hospital or private clinic settiB@sed on data from our FAME Study, we believe ILBMIimproves vision while mitigating side effectsrmmonly

associated with the use of corticosteroids forfetiewing reasons:

. ILUVIEN delivers FAcThe active pharmaceutical ingredient in ILUVIENHAc, which has demonstrated efficacy in the treatno€ DME in our FAME
Study.
. ILUVIEN delivers sustained s-microgram daily levels of a steroid to the eyhe dosage level of ILUVIEN provides lower expostoeorticosteroids

than other intraocular dosage forms currently abdd.

. ILUVIEN delivers a therapeutic effect for up to@®nthsIn vitro release kinetics have shown that ILUVIENydes sustained delivery of sub-
microgram levels of FAc over time. Based on thellteof the FAME Study, ILUVIEN provides a sustaih¢éherapeutic effect in the treatment of DME
through 36 months.

. ILUVIEN's placement utilizes the eye’s natural fluid dyiesriThere are two natural currents of fluid within #ee; one to the front of the eye and the
other to the back of the eye, or retina. We beltag ILUVIEN's delivery of sustained suhicrogram levels of FAc and implantation into theck of the
eye optimizes delivery of FAc to the retina byimiilg these natural currents, maximizes efficaay mnitigates possible side effects.

. ILUVIEN is implanted using a -gauge needléNeedle gauge determines the size of the woundghaéated. ILUVIEN is implanted into the eye in a
non-surgical procedure using a 25-gauge needlghaisults in a wound that is small enough to $eelf after the needle is removed, thus elimirgtin
the need for additional intervention. Using a langeedle would require a more complicated implaoaprocedure to create a self-sealing wound.

Fluocinolone Acetonide

FAc, a non-proprietary corticosteroid, is the aetdtompound in ILUVIEN and a member of the classtefoids known as corticosteroids. Corticosterbiige
demonstrated a range of pharmacological actioogjdimg inhibition of inflammation, inhibition oflukostasis, up regulation of occludin, inhibitidrttee release of
certain inflammatory cytokines and suppression BGF secretion. These pharmacological actions Haveatential to treat various ocular conditions|uding DME,
dry AMD, wet AMD and RVO. However, FAc shares mariythe same side effects as other corticosteraid®ntly available for intraocular use, includimgieased
I0P, which may increase the risk of glaucoma, &edsicceleration of cataract formation.

ILUVIEN is Positioned to Mitigate IOP Increases

Based on our analysis of the final clinical readooitn our FAME Study through month 36, it appedt iLUVIEN mitigates the incidence of steraitluced IOF
elevations commonly associated with the intraocusar of corticosteroids, which we believe is dugstémplantation location in the posterior portiofithe eye.

The side effect of increased IOP associated withiomsteroids in certain people is directly relatedhe interaction of corticosteroids with thelself the trabecul:
meshwork, a specialized tissue that acts as alfilbated in the front of the eye. In some indivdti) corticosteroids result in a build-up of delimishis meshwork,
increasing resistance to outflow, and increasimgsure inside the eye. The positioning of ILUVIBM\WS it to take advantage of the posterior flowflafd away from
the trabecular meshwork of the eye. We believegbgtioning minimizes the anterior chamber expesarFAc and mitigates the incidence of IOP el@vesi

ILUVIEN Provides Sustained Sub-Microgram Delivery

ILUVIEN consists of a tiny polyimide tube with a mérane cap, licensed by us from pSivida US, In8i\jpla) that is filled with 190ug of FAc in a poiywyl
alcohol matrix. ILUVIEN is non-bioerodable; howeyboth polyimide and the polyvinyl alcohol matrisebiocompatible with ocular tissues and have hessmf safe
use within the eye. ILUVIEN provides sustained suoiorogram levels of FAc and demonstrated a theitapetfect for up to 36 months in our FAME StudyeWelieve
that ILUVIEN's ability to deliver consistent, suhicrogram levels of FAc from a posterior point efease in the eye mitigates the incidence of I@Rations commonl
associated with the intraocular use of corticostisto

The ILUVIEN Applicator

We developed a custom, proprietary applicator f&MIEN, which includes improvements over the moelifisyringe used during our FAME Study. These
improvements include ergonomic design featuresrasparent window to visually confirm ILUVIEN’s mence within the applicator, a longer needle andimgs to
guide retinal specialists to the proper insertiomp As was the case with the modified syringedusering our FAME Study, the ILUVIEN applicator ssa& 25-
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gauge needle, which results in a wound that islssnalugh to seal itself after ILUVIEN has been iamgkd into the back of the eye and the needle é&s lemoved. W
believe that a 25-gauge needle is the smallesieeagable of delivering ILUVIEN into the back ofee

ILUVIEN Clinical Development Program
Development Program for the Treatment of DME

In September 2010, we completed our FAME Study, Rlvase 3 pivotal clinical trials on both ILUVIENGRa higher dose FAc intravitreal insert involvirgs9
patients in sites across the U.S., Canada, Eumgbéndia to assess the efficacy and safety of ILEINVin the treatment of DME over a 36 month peri@dmbined
enrolliment was completed in October 2007, and tbetm24 clinical readout from our FAME Study waseawed in December 2009.

Based on our analysis of the data through montbf 2de FAME Study in December 2009, we filed a NDAJune 2010 for ILUVIEN in the U.S. with the FDA,
followed by registration filings in the United Kidgm, Austria, France, Germany, Italy, Portugal 8pdin under the EU’s decentralized procedure i 2010 with the
United Kingdom acting as the RMS. The RMS was rasitibe for conducting the primary review and cooading the review and approval process betweelf égsd the
other involved countries, or Concerned Member State

In November 2010, we received a Preliminary AssessrReport (PAR) from the RMS and in December 2@&9received a CRL from the FDA regarding our
respective registration filings. The primary comseexpressed in both the PAR and the CRL centerédeobenefits of ILUVIEN in treating DME patientsrsus the ris
of its side effects. Upon further analysis of oME Study data through its final readout at mondh ®e determined that a pre-planned subgroup @nihiDME
patients demonstrated a greater benefit to risklprthan the full population dataset in our origfifilings.

We submitted our response to the CRL to the FDMay 2011, including additional safety and efficatata through the final readout at month 36 of tAME
Study with an emphasis on the chronic DME subgréuguly 2011, we submitted a draft response td™AR to the United Kingdom Medicines Healthcareduais
Regulatory Agency (MHRA), the regulatory body ie tRMS, which included a similar data package.

In November 2011, the FDA issued a second CRL monconicate that the NDA could not be approved iritgent form stating that the NDA did not provide
sufficient data to support that ILUVIEN is safe aftective in the treatment of patients with DMHEETFDA stated that the risks of adverse reactibos/s for
ILUVIEN in the FAME Study were significant and wemet offset by the benefits demonstrated by ILUVIENhese clinical trials. The FDA has indicatedtttve will
need to conduct two additional clinical trials tntbnstrate that the product is safe and effectivéhie proposed indication. During the second quart 2012, we met
with the FDA in an effort to gain a better undenstiag of the regulatory path for ILUVIEN in the U.Based upon this meeting, we submitted a respontée second
CRL to the FDA in the first quarter of 2013, whictcluded additional analysis of the benefits aséigiof ILUVIEN based upon clinical data availalbieni the FAME
Study. We do not plan to conduct additional trfalsDME at this time.

After meetings and discussions with the MHRA, weafized and submitted our response to the PARedAHRA in November 2011. In February 2012, we
received a Final Assessment Report (FAR) from th#RM indicating that the United Kingdom, Austriaafice, Germany, Italy, Portugal and Spain had rebhahe
consensus that ILUVIEN was approvable and thatitfeentralized procedure was complete. Upon reoéipe FAR, we entered the national phase with edthese
seven countries and received marketing authorizétid\ustria, the United Kingdom, Portugal, FranGermany and Spain. During the national phaselitape each
country’s local language is finalized. As partlof approval process in these countries, we havendtbeal to conduct a five-year, post-authorizatiopen label registry
study of ILUVIEN in patients treated per the lalakiedication.

ILUVIEN for Other Diseases of the Eye

We believe that ILUVIEN has the potential to addrether ophthalmic diseases such as dry AMD, weDAivid RVO. Details regarding the rationale for éhes
other indications are as follows:

. Dry AMD. Dry AMD patients account for 90% of AMD patientsitmthe greatest unmet need among these patieintg a¢reatment for geographic
atrophy (GA) for which there are currently no treants available. Pre-clinical studies in two esshisld rat models reported at the Association for
Research in Vision and Ophthalmology meetings i#62@007 and 2008, described the efficacious effeica miniaturized version of ILUVIEN in
retinal degeneration. Based on these results, garbenrollment of a pilot study in December 2008gsess the safety and efficacy of ILUVIEN in
patients with bilateral GA secondary to AMD. OuraBa 2 study (the MAP GA Trial) is comparing ILUVIENd a higher dose FAc intravitreal to
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the contralateral sham treated eye in patients bvitteral GA secondary to AMD. The change fromebiag in the size of GA will be assessed over
time.

. Wet AMD.The size of the wet AMD market was $2 billion in0BGaccording to visiongain, an independent comipetihtelligence organization. Anti-
VEGFs require persistent dosing to maintain a fhetic effect which is a burden on both the patérd the physician. Although, a phase 2 trial
studying ILUVIEN in the treatment of the wet forrhAMD has been terminated based on an interim @mglgue to the determination that the
endpoint of reducing the number of aW&GF injections may not be appropriate to asseséémefit of ILUVIEN in that disease, we believeJNIEN
has the potential to be synergistic with the maléatiing anti-VEGF therapies in the treatment of AD given that corticosteroids have been shown
to suppress the production of VEGF.

. Macular edema associated with -ischemic RVOAccording to GlobalData, a provider of global besia intelligence, there are 16 million adults
affected with RVO around the world. Retinal speastalhave been using intravitreal injections of¢heticosteroid triamcinolone acetonide on an off-
label basis to treat non-ischemic RVO. In Septen2b@9, Allergan, Inc. (Allergan) introduced Ozurdexhree to five month dexamethasone
intravitreal implant) as the first approved prodigetmacular edema following branch or retinal veatlusion. The FDA's approval of Ozurdex
provides additional evidence that lower levels sfexoid work effectively for RVO. In September 20@e began enroliment for a Phase 2 study (the
FAVOR Study) to assess the safety and efficacy GMIEN in patients with macular edema secondariR¥0. The FAVOR Study is comparing
ILUVIEN and a higher dose FAc intravitreal in patie with macular edema secondary to RVO.

ILUVIEN Registration Plan
U.S. Regulatory Requirements and Status

In the U.S., the FDA's requirement for the clinieaidence of the effectiveness of ILUVIEN for tmedtment of DME from our FAME Study was based oa tw
time-point comparisons. The primary efficacy valéalvas the proportion of patients who had visuaitgdmprovement in their study eye, referred tdtesresponder
rate, based on the change from baseline in Bese€ted Visual Acuity (BCVA) as measured on the ¥dreatment Diabetic Retinopathy Study (ETDRS) elyart.
BCVA improvement is defined as an increase fronelas of 15 or more letters in BCVA as measuredh@nETDRS eye chart. Our primary efficacy endpuias
defined at month 24 of our FAME Study using thisialle. Based on the month 24 clinical readout, VILEN demonstrated efficacy in the treatment of DMBur
FAME Study. Then, as required by the FDA, anothenerical comparison of the responder rates at nsat8rend 24 of our FAME Study was conducted to destnate
that the responder rates at month 24 are numerigaghter than or equal to the month 18 resporatesrPatients enrolled in our FAME Study wereofeid for 36
months. Although we submitted the month 24 regolthe FDA in our NDA for ILUVIEN for approval, weeceived a CRL from the FDA in December 2010, which
among other things, requested the additional 12thsoof clinical data from the completed FAME Stubyough month 36 for review. The primary concemgressed il
the CRL centered on the benefits of ILUVIEN in tieg DME patients versus the risk of its side effetpon further analysis of our FAME Study datatlgh its final
readout at month 36, we determined that a pre-pldssnbgroup of chronic DME patients demonstratgrkater benefit to risk profile than the full poptibn dataset in
our original filing. We submitted our responsehie CRL to the FDA in May 2011, including additiosaffety and efficacy data through the final readauhonth 36 of
the FAME Study with an emphasis on the chronic D&diBgroup. In November 2011, the FDA issued a se€iidto communicate that the NDA could not be
approved in its current form stating that the NG dot provide sufficient data to support that ILIEN is safe and effective in the treatment of pasewith DME. The
FDA stated that the risks of adverse reactions shfowlLUVIEN in the FAME Study were significant drwere not offset by the benefits demonstrated MIEN in
these clinical trials. The FDA indicated that wélweed to conduct two additional clinical triatsdemonstrate that the product is safe and effeétivthe proposed
indication. During the second quarter of 2012, wet with the FDA in an effort to gain a better urglending of the regulatory path for ILUVIEN in theS. Based upon
this meeting, we submitted a response to the seC&idto the FDA, in the first quarter of 2013, whiincluded additional analysis of the benefits eskis of ILUVIEN
based upon clinical data available from the FAMEd$tWe do not plan to conduct additional trialsBvIE at this time.

Regulatory Requirements in Other Jurisdictions

There are no specific guidance documents for théal development of ophthalmic drug products mé®f the U.S. for the treatment of diabetic retiathy or
DME. We met with regulatory authorities in Germa8ypain, France, Portugal and the United Kingdommedented our overall preclinical, technical, icéhand
statistical development plans which included the efsvisual function as the primary efficacy endp@nd an anatomical measure as a co-primary ejfieadpoint or
key secondary efficacy endpoint. In July 2010, wensitted a data package regarding the efficacysafiety of ILUVIEN through
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the end of the FAME Study to the applicable reguiatuthorities in the United Kingdom, Austria, fca, Germany, Italy, Portugal and Spain. After nmgstand
discussions with the MHRA, we finalized and subedtour response to the PAR to the MHRA in Noven®8drl. In February 2012, we received a FAR from the
MHRA indicating that the United Kingdom, Austriaraiice, Germany, Italy, Portugal and Spain had ezhehconsensus that ILUVIEN was approvable andtiieat
decentralized procedure was complete. Upon recéihie FAR, we entered the national phase with @fithese seven countries and received marketitigoezation in
Austria, the United Kingdom, Portugal, France, Gamgnand Spain. During the national phase labetirggich country’s local language is finalized. Ag pathe
approval process in these countries, we have cdedrtid conduct a five-year, postithorization, open label registry study of ILUVIENpatients treated per the labe
indication.

Commercialization

ILUVIEN is the only drug therapy indicated for paiis with chronic DME considered insufficiently pessive to available therapies and the only sitrgigtment
providing a sustained therapeutic effect of up@ar®nths in the treatment of patients with chrddME that has received marketing authorization irstha, the United
Kingdom, Portugal, France, Germany and Spain, aiscbeen recommended for marketing authorizatidtaiy. ILUVIEN has not been approved by the FDA. We
intend to continue pursuit of approval for ILUVIENthe U.S. for use in the treatment of DME. Oumeoercialization strategy is to establish ILUVIENakading
therapy for the treatment of vision loss in chrdbME patients and subsequently for other indicatifor which ILUVIEN may prove safe and effectiveeWurrently
plan to launch ILUVIEN in Germany, the United Kingd and France in 2013, and are pursuing pricingramabursement in those countries. We also plan to
commercialize ILUVIEN, directly or with a partnén, Austria, Italy, Portugal and Spain, with potah&xpansion into other EU and non EU countriesipenfuture
applicable regulatory approvals. If approved inth8., we intend to distribute ILUVIEN to physiceand retina centers through specialty distribuaois pharmacies.
Although we anticipate ILUVIEN being administeresiastandalone therapy, we do not foresee thefus&)IEN as precluding the administration of othterapies i
conjunction with ILUVIEN. Our commercialization ategy in any geography is subject to and depengsnt the regulatory approval of ILUVIEN in any jsaliction.

Sales and Marketing

We are led by an executive team with extensive ceroralization expertise with ophthalmic productslinling the launch and management of Visudyneyug dr
product sponsored by Novartis and the first phaotoggcal treatment indicated for the treatment et WMD.

In late 2012 and early 2013 we established a camagement team for our EU operations based in tiitedJKingdom. In November 2012, we entered into a
master services agreement with Quintiles CommeEziabpe Limited. Under the agreement, Quintiles @emcial Europe Limited and its affiliates (colleetiy,
Quintiles Commercial) will provide certain servidesus in connection with the commercializatiorlld§VIEN in certain countries in Europe under suhsewf project
orders. Such services may include marketing, braadagement, sales promotion and detailing, madastss, pricing and reimbursement support, regylamedical
science liaison and communications and/or otheisady services. Currently, we have entered intqpsdfect orders with Quintiles Commercial for theision of
sales, marketing, management, market access aridahsdence personnel in Germany, the United Kimyéind France. Under these project orders Quintiles
Commercial currently employs 16 persons fully datid to Alimera and expects this number to groady December 2013. Quintiles Commercial also eyg20
persons partially dedicated to Alimera in Germahg, United Kingdom and France.

In preparation for a potential U.S. commercial letunf ILUVIEN, we began recruiting sales and mairigeinfrastructure personnel with extensive ophtiiel
based sales experience in the fourth quarter 0d.20/e hired our marketing and managed marketstoigcahree sales directors and our four field-Hasanaged
markets managers but did not add the personnehandthe costs of hiring and training an intersales force. We entered into a relationship witiC&lhLLC, a
contract sales force company, and would have etllitheir employees to act as our sales represesgatiwe had received approval of the ILUVIEN NBrvam the
FDA. Due to the receipt of the second CRL, we eimted our sales management team and field-basealgeédmarkets managers. If we obtain ILUVIEN appkrénem
the FDA, we anticipate rebuilding our sales andkating infrastructure in the same manner.

Our plan includes ensuring that influential retigpécialists are presenting our FAME Study dategtretina meetings in the U.S. and EU and devetppur
medical marketing, promotion and communication mialte
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Manufacturing

We do not have, and do not intend to establismdrouse manufacturing capability for our productd as a result we will continue to depend heawilythord-
party contract manufacturers to produce and pac&agproducts. We rely on these manufacturersadyme active pharmaceutical ingredients, or ARid, fanished
drug products in accordance with current Good Mactufing Practices (cGMPs) and all other applicébles and regulations. We anticipate that we eily on contrac
manufacturers to develop and manufacture our ptsdaccommercial sale. We maintain agreements pdtiential and existing manufacturers that include
confidentiality and intellectual property provis®to protect our proprietary rights related to product candidates.

Third party manufacturers will be responsible fog tommercial-scale production of ILUVIEN and th&VIEN applicator. We have finalized agreementshwit
the manufacturer of FAc, the active pharmaceutiggiedient in ILUVIEN (FARMABIOS SpA/Byron Chemic&ompany Inc.), the manufacturer of the componehts
the ILUVIEN applicator (Flextronics Internationaltd or an affiliate of Flextronics Internationaltd. (Flextronics)),the manufacturer of ILUVIEN (Ahce Medical
Products Inc. (Alliance)) and the manufacturertfar quality release testing of ILUVIEN in the EUré8on Pharmaceuticals Limited (Brecon)). We doauntently hav
alternate providers for any of these activities.

pSivida manufactured our clinical trial materiads 6ur FAME Study, our pharmacokinetics study dre@lRhase 2 clinical trials for the use of ILUVIEdt the
treatment of dry AMD and wet AMD. pSivida’'s manuiang process is manual and labor intensive atgraztical for commercial manufacturing. We workeith
Flextronics and Alliance to develop a manufactugingcess where automation is employed wheneveibfea that we have a process capable of beirigdseg to
produce commercial quantities. The manufacturirnggss for ILUVIEN consists of filling the polyimidabe with a matrix consisting of FAc and polyvijtohol
(PVA), cutting the tubes, capping the tubes withnmheane caps, curing at high temperature, loaditdVIEN inside the ILUVIEN applicator, packaging asterilizing
the product. This process has been transferredaitthted at Alliance, the third-party contract mtacturer of ILUVIEN. Subsequent to the transfed &alidation of
the process, Alliance began providing clinicalltmeaterials for our Phase 2 clinical trials. We éaliscussed our approach to show equivalency qi$ieda
manufacturing process to the commercial manufaausrocess with the FDA, the MHRA and the Germand&ninstitut fur Arneimittel und Medizinprodukte
(BfArM). The CRLs we received from the FDA and @iesessment reports received from the EuropeantHeathorities did not raise any issue with our destoation
of equivalency between the manufacturing proceaspSivida and Alliance. However, in the CRL wesaiged in December 2010, the FDA did notify us tinet
methods used in and the facilities and controls dgethe manufacturing, processing, packing, dding of the drug product at two of our manufactareid not comply
with cGMPs during pre-approval inspections. Bothhafse manufacturers have received confirmatiam ftte FDA that the deficiencies have been resodvetithat
their respective facilities are acceptable.

In February 2010, we entered into a commercial faanturing agreement with Alliance whereby Alliaregreed to manufacture and package ILUVIEN for us at
its Irvine, California facility. Certain equipmeat Alliance’s facility was purchased by us andssdisolely for the purpose of allowing Alliancemanufacture and
package ILUVIEN for us. Under the agreement, weadse responsible for supplying Alliance with th&MIEN applicator and the API. Pursuant to our &gnent with
Alliance, we have agreed to order from Alliancéeaist 80% of our total requirements for new unitd JVIEN in the U.S., Canada and Europe in a cdearyear;
provided that Alliance is able to fulfill our supplequirements and is not in breach of its agreésnenobligations to us. Unless terminated eantierccordance with the
provisions thereof, our agreement with Alliance Aasnitial term of six years and will automatigalenew for successive terms of one year unlebsrggtarty delivers
written notice of non-renewal to the other at lek&smonths prior to the end of the then curremhter

In February 2012, we entered into a commercial rfesnturing agreement with Flextronics whereby Flemics agreed to manufacture the components of the
ILUVIEN applicator for us at its Tijuana, Mexicodiity. Certain equipment at Flextronics’ facilityas purchased by us and is used solely for theogerpf allowing
Flextronics to manufacture the components of tRéMLEN applicator for us. Unless terminated earlieaccordance with the provisions thereof, our egrent with
Flextronics has an initial term of three years willautomatically renew for successive terms oé gear unless either party delivers written notiteon-renewal to the
other at least 18 months prior to the end of tlea tturrent term.

In our NDA and Marketing Authorization ApplicatidMAA) for ILUVIEN, we provided the FDA and the Elegulatory authorities with a completed process
validation package on three lots which describedufecturing and packaging procedures and in-prooastols. Validation was conducted on small sc#l$), unit
batches but in the U.S., this can be scaled up tinies. However, in the EU, the manufacturing pescfor ILUVIEN is considered a non-standard precksorder to
scale-up to a larger batch size, a new validataxrkage had to be submitted as a variation to thé MA 2012 we completed three validation batchearp800 unit
commercial batch and in the first quarter of 20E3filed a variance to the MAA with the MHRA .
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In addition, we submitted up to 18 months of stgbdata from three primary stability batches tondastrate that the product manufactured using thegss as
described meets required product specifications.

Competition

The development and commercialization of new dargsdrug delivery technologies is highly compegitiWe will likely face competition with respect to
ILUVIEN and any products we may develop or comnadize in the future from major pharmaceutical comips, specialty pharmaceutical companies and WBiat#ogy
companies worldwide, many of whom have substagt@iater financial and other resources than wérndihe countries in which ILUVIEN has receivedo@en
recommended for marketing authorization, or becoappsoved for use in the treatment of DME, it wdimpete against laser photocoagulation and thefuemeti-VEGF
and corticosteroid injections, or other therapieg thay be approved in the future. There are athepanies working to develop other drug therapimessastained
delivery platforms for DME and other indicationseWelieve that the following companies provide pt& competition to ILUVIEN:

. Genentech Inc.’s (Genentech) products Lucerdisilfizumab injection) and Avastin (bevacizumalg) laoth anti-VEGF antibodies. Lucentis is currently
approved for the treatment of DME, the treatmemexvascular wet AMD and the treatment of macud@nga following RVO in the U.S. and the EU.
Avastin, an oncology product, is used by retina&csalists in both the U.S. and in certain countakthe EU in the treatment of numerous retina¢dies
but is not indicated for any ophthalmic use. Geeelmtis a wholly-owned member of the Roche Group.

. Allergan’s product Ozurdex (dexamethasone iittre@l implant), is a bioerodable extended reléagsant that delivers the corticosteroid
dexamethasone. Ozurdex is approved for the treatofienacular edema following branch or central R&@ non-infectious uveitis affecting the
posterior segment of the eye in both the U.S. hadelJ. Ozurdex demonstrates peak efficacy at 66 dagl duration of therapy of three to five months.

. Regeneron/Bayer’s Eyelea (aflibercept) was rigapproved for the treatment of neovascular witDAIn the U.S. and in the EU. Phase 3 trials of
Eyelea for use in the treatment of DME are curyebding conducted in the U.S. and EU.

. Alcon, Inc.’s product TRIESENCE (triamcinoloneetonide injectable suspension), a preservativedyathetic corticosteroid for visualization during
vitrectomy, is approved for the treatment of syrhpéit ophthalmia, temporal arteritis, uveitis arideo inflammatory conditions unresponsive to topica
corticosteroids in the U.S. TRIESENCE is not intkcbfor the treatment of DME, dry AMD, wet AMD oM®.

In addition, there are a number of other comparmetiding Ophthotech, Corp., Thrombogenics NV &lavagali Pharma S.A., which are developing drug
therapies or sustained delivery platforms for teatment of ocular diseases. These companies ekimgeo apply their technologies to ophthalmiciéations in early
stage clinical trials.

We believe we will be less likely to face genemenpetition for ILUVIEN because of the bioequivalgmequirements of a generic form of ILUVIEN. A geice
pharmaceutical competitor to ILUVIEN would neecetablish bioequivalency through the demonstraifaan equivalent pharmacodynamic endpoint in aadirtrial.
We believe conducting such a clinical trial woukldost prohibitive and time consuming.

The licensing and acquisition of pharmaceuticatipots, which is part of our strategy, is a highdynpetitive area. A number of more established cangsaare
also pursuing strategies to license or acquireyrtsd These established companies may have a ctigpatlvantage over us due to, among other factioesr size, cas
flow and institutional experience.

Licenses and Agreements
pSivida US, Inc.

We entered into an agreement with pSivida in Felyra@05, and a subsequent amendment in March 20@®tain a worldwide exclusive license to devedog
sell ILUVIEN for delivery to the back of the eyerfthe treatment and prevention of eye diseasesnmhs (other than uveitis). This agreement alsviges us with a
worldwide non-exclusive license to develop and g8lvida’s proprietary delivery device to deliveher corticosteroids to the back of the eye fortteatment and
prevention of eye diseases in humans (other thaitisjvor to treat DME by delivering a compoundtte back of the eye through a direct delivery metthwough an
incision required for a 25-gauge or larger needle.do not have the right to develop and sell p&igighroprietary delivery device in connection wiitldications for
diseases outside of the eye or for the treatmeuveitis.
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Our license rights to pSivida’'s proprietary delivelevice could revert to pSivida if we were toféi)l twice to cure our breach of an obligation take certain
payments to pSivida following receipt of writtentice thereof; (ii) fail to cure other breaches ddtarial terms of our agreement with pSivida witBihdays after notice
of such breaches or such longer period (up to 98)des may be reasonably necessary if the breawtothe cured within such 30-day period; (iii) fite protection
under the bankruptcy laws, make an assignmenhé&bénefit of creditors, appoint or suffer appoiettnof a receiver or trustee over our propertg, dilpetition under
any bankruptcy or insolvency act or have any suathipn filed against us and such proceeding remaidismissed or unstayed for a period of more @fadays; or
(iv) we notify pSivida in writing of our decisiom abandon our license with respect to a certaidyrbusing pSivida’s proprietary delivery devicee Were not in
breach of our agreement with pSivida as of DecerBbheP012.

Upon commercialization of ILUVIEN, we must sharé20f net profits and 33% of any lump sum milestpagments received from a sub-licensee of ILUVIEN,
as defined by the agreement, with pSivida. In cotioe with this arrangement we are entitled to veed®0% of commercialization costs of ILUVIEN, asfided in the
agreement, incurred prior to product profitabilityt of pSivida’s share of net profits. As of Dec&nB1, 2012 and 2011, we were owed $5.6 million®hd million,
respectively, in commercialization costs. Due ® tincertainty of future net profits, we have fuldgerved these amounts.

Dainippon Sumitomo

In November 2007, we entered into a license agraemigh Dainippon Sumitomo Pharma Co., Ltd. (Dapop) whereby it granted to us a non-exclusive,
worldwide, royalty free license to patent rightslanspecific patents and patent applications ferdiévelopment, manufacturing and marketing in isld bf
ophthalmology an injectable polymer tube implargahbto an eye containing a mixture of a polymer BA@ (or derivative or pharmaceutically acceptatalt of FAC)
with a polyvinyl alcohol or other polymer coatinglayer at each end of the tube. In addition, Dfion granted to us an option to acquire a non-ek@uworldwide
license to patent rights and know-how related tcHjr patents and patent applications for the graent, manufacturing and marketing of other ptereutical
products in the field of ophthalmology. In exchargethe license and option granted to us by Daiaip we paid $200,000 to Dainippon shortly after éixecution of
the license agreement, and we are expected tornualyea $200,000 to Dainippon within thirty dayddaling the first regulatory approval of the licedsgroduct in the
U.S. by the FDA. Dainippon may terminate the lieagreement if we materially fail to fulfill or kaeh certain terms and conditions of the licenseergent and fail to
remedy such failure or breach within thirty dayteafeceipt of notice from Dainippon. In additi@&inippon may terminate the license agreementerettent that we
contest the validity of the patent rights relatedginippon’s specific patents and patent applceti In the event of termination of the licensesagrent by Dainippon,
owing to our breach of the agreement or to ourestirtg the validity of Dainippon’s patent rightse are still expected to make the payment descabeste.

Government Regulation
General Overview

Government authorities in the U.S. and other coesixtensively regulate among other things theareh, development, testing, quality, efficacyesafpre- and
post-marketing), manufacturing, labeling, storageprd-keeping, advertising, promotion, export, @ampmarketing and distribution of pharmaceuticalducts.

u.s.

In the U.S., the FDA, under the Federal Food, Damngl Cosmetic Act (FD&C Act) and other federal &omhl statutes and regulations, subjects pharmaedut
products to review. If we do not comply with applide regulations, the government may refuse tocgpor place our clinical studies on clinical hakefuse to approve
our marketing applications, refuse to allow us smofacture or market our products, seize our prisdirapose injunctions and monetary fines on ud,@psecute us
for criminal offenses.

To obtain approval of a new product from the FDA, mvust, among other requirements, submit data stipgohe safety and efficacy as well as detailed
information on the manufacture and compositiorhefproduct and proposed labeling.

The testing and collection of data and the preparatf the necessary applications are expensiveiarglconsuming. The FDA may not act quickly ordeably in
reviewing these applications, and we may encouiggificant difficulties or costs in our efforts tdtain FDA approval that could delay or precluddrom marketing
our products. The drug approval process in the ge8erally involves the following:

. completion of preclinical laboratory and animatiteg and formulation studies conducted under Goabdratory Practices (GLP) regulatic
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. submission of an Investigational New Drug Applioat(IND) which must become effective before humémiaal trials may begir

. completion of adequate and well-controlled hurdiamical trials to establish the safety and effigaf the investigational drug for its intended jube
studies must be conducted under Good Clinical Rex{GCP) regulations;

. submission of a NDA or Biologics License Applicati(BLA);

. satisfactory completion of an FDA inspectiortteé manufacturing facility or facilities where theduct is produced to assess compliance with cGMP

regulations; and
. FDA review and approval of the NDA or BL

Preclinical tests include laboratory evaluationshef active drug’s chemical and physical properpesduct formulation and stability and animal $ésdo
establish pharmacological effects and safety. Ploasor must submit the results of preclinical testemistry, manufacturing and control (CMC) infation and a
clinical development plan including clinical protdgs) in an IND. The sponsor cannot start clingtaldies until the IND becomes effective which isd2@s after receipt
by the FDA unless the FDA raises concerns or questbefore expiration of the 2fay review period. In that case, the sponsor aadrDA must resolve the question:
concerns before clinical trials can proceed.

Clinical trials involve the administration of theviestigational drug to human subjects under thersigion of qualified investigators. They are tyglig conducted
in three sequential phases but the phases mayapwarbe combined. Each trial must be reviewedagmioved by an independent Institutional ReviewrBdmefore it
can begin.

Phase 1 trials usually involve the initial introtlon of the investigational drug in a small numb&human subjects to evaluate the product’s safketyage
tolerance and pharmacodynamics and if possiblgaito an early indication of its effectiveness.

Phase 2 trials are usually conducted in a limitiept population to evaluate dosage toleranceappdopriate dosage; identify possible adverse &ffand safety
risks; and preliminarily evaluate the efficacy bétdrug for specific indications.

Phase 3 trials further evaluate clinical efficaod #est further for safety in an expanded patieputation at geographically dispersed test sitesn@etion of two
adequate and well-controlled Phase 3 studies w#hlts that replicate each other is the norm beforapplication is submitted to the FDA.

The FDA closely monitors the progress of each ple&séinical testing and may, at its discretioreveluate, alter, suspend or terminate testing basethta
accumulated to that point and its assessment afskibenefit relationship to the patient. Totahé required for running the clinical studies vabesween two and ten
years. Additional clinical testing may be requifedspecial classes of patients, e.g., geriatrieepss, pediatric patients, patients with renal anment.

Once all the clinical studies are completed, thenspr submits a NDA containing the results of nimigal and clinical trials, together with detail&@MC
information for the product and proposed labelihis also important that the sponsor provide aitkd description and justify the risk/benefit tedaship of the drug to
the patient. Under the Prescription Drug User Fee(RDUFA), the applicant has to pay a user feechvtvas $1.8 million in 2012, increasing to $2.0lion in 2013.

The FDA conducts a preliminary review of the NDAdamithin 60 days will make a “fileability” decisio®nce the submission is accepted for filing, tB&F
conducts an in-depth review of the NDA. Under tiBJFA, the FDA has ten months and six months, respeyg, in which to complete its review and issureation
letter for a Standard and Priority Review NDA. Teeiew process may be extended by three monthg iIFDA requests additional information or the sjpomsovides
significant new information or clarification regamg information already provided in the submissidgthin the last three months of the original PDU#&&te. If the
FDA'’s evaluation of the NDA and audit/inspectionatihical and manufacturing procedures and faesitare favorable, the FDA may issue either an a@ptetter or
CRL. A CRL is issued if the FDA determines thawill not approve the application in its presentnfioiThe CRL will describe all of the specific deéinocies the FDA he
identified and when possible, the FDA will recommexttions that the applicant can take before tidicgtion may be approved.

Upon receipt of a CRL, the applicant must take afrthe following actions:

. resubmit the NDA addressing all deficiencies idédiin the CRL

. withdraw the NDA without prejudice to a subsequarimission; ¢
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. request an opportunity for a hearing on the tjoe®f whether there are grounds for denying apalrof the NDA. Within 60 days of the date of regue
or within a different time period to which the ajgpht and the FDA agree, the FDA will either apgrélve NDA or refuse to approve the NDA. If the
FDA refuses to approve the NDA, it will give thepdipant a written notice of an opportunity for eahieg on the question of whether there are grodox
denying approval of the NDA.

Responses to the CRL can be classified as Clas€lhss 2. Class 1 and Class 2 resubmissions have-aonth and a six-month review cycle, respedyive
beginning on the date the FDA receives the resudamisExamples of Class 1 resubmissions are: drdibal printed labeling, safety update, stabilifydate, proposals
for mandatory post-marketing commitments, assaylaabn data, minor re-analysis of previously sulbeci data and minor clarifications. A Class 2 resigsion is for
any item not specified as a Class 1 item including item that would require presentation to an Adgi Committee.

Within one year after receipt of the CRL, the apgutit is required to take one of the actions citeal/a. If the applicant does not take one of thetierss, the FDA
will consider the lack of response as a requesiittecdraw the NDA. The applicant can also requesexension of time to resubmit the NDA. A resubnaissnust fully
address all the deficiencies cited. A partial resgeoto the CRL will not be processed as a resulmnissid will not start a new review cycle.

Other Regulatory Requirements

Risk Evaluation and Mitigation Strategy (REM®)e Food and Drug Administration Amendments Ac20®7 (FDAAA), gives the FDA authority to require a
drug-specific REMS to ensure the safe use of thg.dn determining whether a REMS is necessaryFih& must consider the size of the population nfiksty to use
the drug, the seriousness of the disease or conddibe treated, the expected benefit of the dhegduration of treatment, the seriousness of knompotential adverse
events and whether or not the drug is a new chémitiy. If the FDA determines a REMS is necessHrg sponsor must propose the REMS plan at thee ¢im
approval. A REMS may be required to include varielesnents, such as a medication guide or patiexkaoe insert, a communication plan to educate theadtviders o
the drug’s risks, a limitation on who may prescrivelispense the drug or other measures that thede€@ms necessary to assure safe use of the drug.

The FDAAA also expands the FDA's authority to requpost-approval studies and clinical trials if Bi2A, after drug approval, deems it appropriatee phrpose
of such studies would be to assess a known seriglusr signals of a serious risk related to thegdor to identify an unexpected serious risk wheailable data indicate
the potential for a serious risk. The FDA may aksguire a labeling change if it becomes aware of s&fety information that it believes should bduded in the
labeling of a drug.

Post-Marketing RequirementBhere are post-marketing safety surveillance requénts that are required to be met to continue etiatkan approved product.
Adverse experiences with the product must be reddd the FDA and could result in imposition of ketrrestrictions through labeling changes or irdpict removal.
Product approvals may be withdrawn if compliancthwégulatory requirements is not maintained @rdblems concerning safety and/or efficacy of trapct occur
following approval. The FDA may also, in its disioa, require postnarketing testing and surveillance to monitor tfieats of approved products or place condition
any approvals that could restrict the commercialiaptions of these products.

With respect to product advertising and promotibmarketed products, the FDA imposes a number wfpdex regulations which include, among others, dziatis
for direct-to-consumer advertising, off-label prdioos, industry-sponsored scientific and educatiactvities and Internet promotional activitiehelFDA has very
broad enforcement authority under the FD&C Act, aildire to abide by these regulations can resyttanalties, including the issuance of warninglsttlirecting the
sponsor to correct deviations from FDA standardegairement that future advertising and promotionaterials are pre-cleared by the FDA, and statefederal civil
and criminal investigations and prosecutions.

The manufacturing facility that produces our prdduast maintain compliance with cGMP and is subjegieriodic inspections by the FDA. Failure to @iyn
with statutory and regulatory requirements subjaatsanufacturer to possible legal and regulatotipacincluding Warning Letters, seizure or readlproducts,
injunctions, consent decrees placing significastrietions on or suspending manufacturing operatamd civil and criminal penalties. In the init@GRL, the FDA
notified us that the methods used in and the fasland controls used for the manufacturing, psiog, packing, or holding of the drug productai bf our
manufacturers did not comply with cGMPs during papproval inspections. Both of these manufacturave meceived confirmation from the FDA that theicdehcies
have been resolved and that their respective tiasilare acceptable.
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Foreign Regulations
Foreign regulatory systems, although varying frarmardry to country, include risks similar to thossaciated with FDA regulations in the U.S.

Under the EU regulatory system, applications fargdaipproval may be submitted either in a centrdl@edecentralized procedure. Under the centralized
procedure, a single application to the EMA, if apgd, would permit marketing of the product throogihthe EU (currently 27 member states). The cknéch
procedure is mandatory for new chemical entitigstelsh and orphan drug products and products & &S, cancer, diabetes and neuro-degeneratbgrdbr, auto-
immune diseases, other immune dysfunctions anfidiseases. Products that constitute a signifit@rapeutic, scientific or technical innovationwdrich are in the
interests of patients in the EU may also be subknhitinder this procedure. We believe ILUVIEN wouivé potentially qualified for this procedure aseduict that
constitutes a significant therapeutic, scientifi¢echnical innovation. However, we chose to putdeedecentralized procedure in the United KingdAmostria, France,
Germany, Italy, Portugal and Spain due to our Behitesources. The decentralized procedure profadepplications to be submitted for marketing auitation in a
select number of EU countries. The process is mahhy a central Reference Member State (RMS) thatdinates the review process with the Concernechidés
States.

Based on our analysis of the data through montbf 2de FAME Study, in July 2010, we submitted aadadckage regarding the efficacy and safety of ILEN/to
the applicable regulatory authorities in the Unikédgdom, Austria, France, Germany, Italy, Portugiadl Spain with the United Kingdom acting as theRM
November 2010, we received a PAR from the RMS iggrour registration filings. The primary concemx®ressed in the PAR centered on the benefitsWVIEN in
treating DME patients versus the risk of its siffeas. Upon further analysis of our FAME Studyal#itrough its final readout at month 36, we detasdithat a pre-
planned subgroup of chronic DME patients demorestiratgreater benefit to risk profile than the pdpulation dataset in our original filings. In J@911, we submitted
a draft response to the PAR to the MHRA, the reguyebody in the RMS, including additional safetydeefficacy data through the final readout at m@8tof the
FAME Study with an emphasis on the chronic DME sobg. After meetings and discussions with the MHR&,finalized and submitted our response to the RAIRe
MHRA in November 2011. In February 2012, we recédige=AR from the MHRA indicating that the Unitedngdom, Austria, France, Germany, Italy, Portugal an
Spain had reached a consensus that ILUVIEN waoapple and that the decentralized procedure wapleden Upon receipt of the FAR, we entered theomati phase
with each of these seven countries and receive#latiag authorization in Austria, the United KingdpRortugal, France, Germany and Spain. During &étiemal phase
labeling in each country’s local language is finatl. As part of the approval process in these cshtve have committed to conduct a five-yeart-posghorization,
open label registry study of ILUVIEN in patienteated per the labeled indication.

A mutual recognition procedure of nationally apmd\decisions is available to pursue marketing aigitions for ILUVIEN in the remaining EU countriesce
marketing authorization has been received in any&lhtry. Under the mutual recognition procedure,hiolders of national marketing authorizationne of the
countries within the EU may submit further applicas to other countries within the EU, who will isgjuested to recognize the original authorizatiaseld on the FAR
provided by the RMS.

Third-party reimbursement and pricing controls

In the EU, U.S. and elsewhere, sales of pharmaaytioducts depend in significant part on the labdity of reimbursement to the consumer fromdhparty
payers, such as government and private insuraaoe.pl hird-party payers are increasingly challeggire prices charged for medical products and sesvin the U.S.,
following regulatory approval, if any, it will bénte consuming and expensive for us to go throughptiocess of seeking reimbursement from Medicadepamate
payers. Our products may not be considered costt@fe, and coverage and reimbursement may notdikhble or sufficient to allow us or our partnésssell our
products on a competitive or profitable basis. jpagsage of the Medicare Prescription Drug and Muoztiion Act of 2003 imposes new requirements fier t
distribution and pricing of prescription drugs whimay affect the marketing of our products.

In many foreign markets, including the countrieshie EU, pricing of pharmaceutical products is eabjo governmental control. In the U.S., thereehlaeen, and
we expect that there will continue to be, a nundidederal and state proposals to implement singitsrernmental pricing control. While we cannot pecedhether such
legislative or regulatory proposals will be adoptih@ adoption of such proposals could have a madtatverse effect on our business, financial diodiand
profitability.

Patents and Proprietary Rights

Our success depends in part on our ability to ok#ad maintain proprietary protection for our preideandidates, technology and know-how, to opeséteout
infringing on the proprietary rights of others a@odgrevent others from
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infringing our proprietary rights. Because all ofr@roduct candidates are licensed to us by thamtypcollaborators, we are dependent on our colktbes’ ability to
obtain and maintain such protection. Where we ltavelucted our own research, our policy is to segkdtect our proprietary position by, among ottmethods, filing
U.S. and foreign patent applications related topyoprietary technology, inventions and improversehat are important to the development of ourrrss. We also
rely on trade secrets, know-how, continuing tecbgiaial innovation and in-licensing opportunitiesd®velop and maintain our proprietary position.

As of December 31, 2012, we owned or have licefs@dU.S. utility patents, one U.S. design patemt five U.S. patent applications as well as numgforeign
counterparts to many of these patents and patgfitafions relating to ILUVIEN or the ILUVIEN apmator. As of December 31, 2012, we also owned tdowed or
issued U.S. utility patent relating to reduced dietice of intraocular pressure lowering surgeryaa ge more after treatment with ILUVIEN with corpesding
applications in a number of other jurisdictionsMarch 2013, we received notice that our pendingpi@visional U.S. utility patent would issue. Weehsed one
European patent from pSivida directed to our lowealdevice and have an application pending dirdoteah applicator system for ILUVIEN. We licensed patent
rights relating to ILUVIEN from pSivida. Pursuaotdur agreement with pSivida, we only have thetrigtour ILUVIEN-related patent rights for diseasdéshe human
eye (other than uveitis). Our licensed patent pbdfincludes U.S. patents (with no currently pengor issued corresponding European applicatiopatants) with
claims directed to methods for administering aicosteroid with an implantable sustained delivesyide to deliver the corticosteroid to the vitreafishe eye wherein
aqueous corticosteroid concentration is less tlita@ous corticosteroid concentration during releagth no currently pending or issued correspondingopean
applications or patents. Our licensed patent plotidso includes a U.S. patent and a pending pagent application directed to our high-dose ILUMIBsert.

U.S. utility patents generally have a term of 2@rgdrom the date of filing. The utility patenthig relating to ILUVIEN licensed to us from pSivigclude three
U.S. patents that expire between March 2019 and2D81 and counterpart filings to these patentsmumber of other jurisdictions. A single Europeatent is licensed
to us from pSivida directed to our low-dose devfe expires in April of 2021. No patent term exdien will be available for any of these U.S. pagemtany of our
licensed U.S. pending patent applications.

The patent positions of companies like ours aregaly uncertain and involve complex legal and datjuestions. Our ability to maintain and solidiiyr
proprietary position for our technology will depemid our success in obtaining effective claims amfdreing those claims once granted. We do not kntwsther any of
our patent applications or those patent applicattbat we license will result in the issuance of patents. Our issued patents and those that reag is the future, or
those licensed to us, may be challenged, invalidateircumvented, which could limit our ability $top competitors from marketing related productthe length of
term of patent protection that we may have formaducts. In addition, the rights granted underiasyed patents may not provide us with propriepaogection or
competitive advantages against competitors withlairtrechnology. Furthermore, our competitors majependently develop similar technologies or dapdi@any
technology developed by us. Because of the extertishe required for development, testing and reguyareview of a potential product, it is possithat, before such
product can be commercialized, any related pateytempire or remain in force for only a short pdrfollowing commercialization, thereby reducing advantage of
the patent.

We may rely, in some circumstances, on trade setweirotect our technology. However, trade seaedifficult to protect. We seek to protect owpgietary
technology and processes, in part, by confidetitiajreements with our employees, consultantsnsficeadvisors and other contractors. These ages¢srmay be
breached, and we may not have adequate remediasyfdireach. In addition, our trade secrets magratise become known or be independently discovieyed
competitors. To the extent that our employees, wWtarsts or contractors use intellectual propertyedby others in their work for us, disputes magesaas to the rights
in related or resulting know-how and inventions.

Research and Development

We have built a research and development orgaaizétiat includes extensive expertise with ophthalpnoducts including the launch and management of
Visudyne, a drug product sponsored by Novartistaadirst pharmacological treatment indicated fatignts with wet AMD. We operate cross-functionahd are led
by an experienced research and development manag&aen. We use rigorous project management tegbsitp assist us in making disciplined strategieaiech and
development program decisions and to help limitrible profile of our product pipeline. We also asseelevant market information and key opinion éadn creating
target product profiles and, when appropriate, @agdvance our programs to commercialization. Wagaghird parties to conduct portions of our precél research.
In addition, we utilize multiple clinical sites tmnduct our clinical trials; however we are notstahtially dependent upon any one of these sitesuoclinical trials nor
do any of them conduct a major portion of our cititrials.

We invested $7.9 million and $7.1 million in resgaand development during the years ended Decedih@012 and 2011, respectively.
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Employees

As of March 1, 2013, we had 25 employees, two odminold Ph.Ds and four of whom are employed byvauslly-owned subsidiary Alimera Sciences Limited.
Nine of these employees are engaged in researehlogenent and regulatory activities, and sixteeneargaged in administrative support, finance, médion
technology and sales and marketing activities. Nafreur employees is represented by a labor uniohvwee consider our employee relations to be good.

Corporate Information

We are a Delaware corporation incorporated on 4u2€03. Our principal executive office is locatg®120 Windward Parkway, Suite 290, AlpharettaoiGa
30005 and our telephone number is (678) 990-5740website address is www.alimerasciences.comifffbemation contained in, or that can be accesksesigh, our
website is not part of this report and should retbnsidered part of this report.

Available Information

We file annual, quarterly, and current reports xgrstatements, and other documents with the Sésiahd Exchange Commission (SEC) under the Sexsurit
Exchange Act of 1934, as amended (the Exchange Rlog) public may read and copy any materials treafile with the SEC at the SE€Public Reference Room at :
F Street, NE, Washington, DC 20549. The public miatain information on the operation of the Publefé&ence Room by calling the SEC at 1-800-SB30. Also, th:
SEC maintains an Internet website that containsrtepproxy and information statements, and othiarimation regarding issuers, including us, thiatdlectronically
with the SEC. The public can obtain any documemswe file with the SEC at www.sec.gov.

Copies of each of our filings with the SEC on FditaK, Form 10-Q and Form 8-K and all amendmentidse reports, can be viewed and downloaded free of
charge at our website, www.alimerasciences.cono@s &s reasonably practicable after the reportsier@hdments are electronically filed with or fuhed to the SEC.

Our code of ethics, other corporate policies amd@uures, and the charters of our Audit Committmenpensation Committee and Nominating/Corporate
Governance Committee are available through our ileeBswww.alimerasciences.com.
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ITEM 1A. RISK FACTORS

Investing in our common stock involves risk. Yawkhcarefully consider the risks described bel@weell as all the other information in this repdricluding the
consolidated financial statements and the relatet@s appearing at the end of this annual reporfForm 10-K, before making an investment decisioe. fi$ks and
uncertainties described below are not the onlysiakd uncertainties we face. Additional risks andartainties not presently known to us or that weently deem
immaterial also may impair our business operatidhany of the following risks actually occur, domsiness, results of operations and financial ctodicould suffer.
In that event the trading price of our common stoolld decline, and you may lose all or part of yimwestment. The risks discussed below also ircfadvarc-looking
statements and our actual results may differ sutiigtty from those discussed in these forward-lagkstatements.

Risks Related to Our Dependence on ILUVIEN

We are heavily dependent on the commercial sucacésaur lead product candidate, ILUVIEN, which onlgecently received marketing authorizations in
Austria, the United Kingdom, Portugal, France, Geany and Spain, and on the regulatory approval ofUVIEN for the treatment of DME in the U.S. and othne
countries, which may never occur.

We are a biopharmaceutical company with only oepct available for commercial sale in a limiteaniner of markets. As a result, our future successrigently
dependent upon the commercial and regulatory ssafdb UVIEN for the treatment of DME in Europe atite U.S. In February 2012, ILUVIEN received a ftigsi
outcome from the Decentralized Procedure (DCP)rofe with the issuance of a Final Assessment RépAR) from the United Kingdom Medicines Healthear
products Regulatory Agency (MHRA) indicating thiaat it is approvable for commercial use to treatori impairment associated with chronic DME consde
insufficiently responsive to available therapieshia United Kingdom, Austria, France, Germany ylt&ortugal and Spain. Following the issuance effAR from the
MHRA, ILUVIEN received marketing authorization frogoverning regulatory bodies in Austria, the Unikgdgdom, Portugal, France, Germany and Spain. ILEN/
has not yet received marketing authorization ityJtaowever, and we cannot be certain when, dtvfjll receive such authorization. ILUVIEN has nmten approved |
the FDA in the U.S. and may never receive suchagr The timing of the commercial launch of ILUMNEN the EU countries is dependent upon each spdai
country’s pricing and reimbursement timelines, amddo not anticipate commercial sales of ILUVIENIUR013, at the earliest. Because we do not ctigrdrave any
product candidates available for sale or in clihdtvelopment other than ILUVIEN, our future sucesdependent upon building a commercial operatighe EU to
successfully commercialize ILUVIEN in the EU, andébtaining regulatory approval from the FDA to ketrILUVIEN for the treatment of DME in the U.Snaif
approved by the FDA, successfully commercializibhgVIEN in the U.S.

We anticipate that in the near term our abilitgémerate revenues will depend solely on our alitityuccessfully commercialize ILUVIEN on our own i
Germany, the United Kingdom and France, the firsté countries in which we intend to make ILUVIEMa#able for sale. If we do not successfully comoiedize
ILUVIEN in these countries or other countries ie #8U or receive regulatory approval in the U.S.IfdVIEN for the treatment of DME, our ability toegerate revent
may be jeopardized and, consequently, our busmagsbe seriously harmed. We may not succeed ica@uamercial efforts in the EU; we may not receivgutatory
approval in the U.S. for ILUVIEN; and if we do réee regulatory approval in the U.S. for ILUVIEN, waay not be able to commercialize ILUVIEN succebgfall of
which would have a material adverse effect on ausiriess and prospects. In the near term, we magriexige delays and unforeseen difficulties in unth of
ILUVIEN in one or more of the EU countries, incladiobtaining unfavorable pricing and/or reimbursetmehich could negatively affect our stock pridée may
continue to experience delays in obtaining regmaspproval in the U.S. for ILUVIEN, if it is appved at all, and our stock price may be negativéigcted.

In addition, we have incurred and expect to comtitaincur significant expenses and to utilize lassantial portion of our cash resources as we pecipa the
commercial launch of ILUVIEN in Germany, the Unit&éthgdom and France, continue to pursue the appaiMaUVIEN in the U.S. and continue to grow our
operational capabilities. This represents a sigaift investment in the commercial and regulatoogsss of ILUVIEN, which is uncertain.

We may also fail to develop future product candiddor the reasons stated in “Risks Related toBDsiness and Industry.” If this were to occur, wié gontinue
to be dependent on the successful commercializafititUVIEN, our development costs may increase andability to generate revenue could be impaired.
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Our revenue from sales of ILUVIEN in the EU countes in which it has received or been recommendedr@rketing authorization is dependent upon the
pricing and reimbursement guidelines adopted in daaf such countries, which levels may fall well lo& our current expectations

We have established list pricing or developed et of anticipated pricing in countries in whitRVIEN has received or been recommended for manieti
authorization. These estimates are our expectatamish are based upon the burden of DME, the td&ny approved therapies for chronic DME, our pption of the
overall cost to benefit ratio of ILUVIEN and therocent pricing in the EU of therapies to treat DMfitlabther retinal diseases such as age related anategeneration
and retinal vein occlusion. However, due to numsffagtors beyond our control, including effortptovide for containment of health care costs, anmare EU
countries may not support our estimated level @egomental pricing and reimbursement for ILUVIENyficularly in light of the ongoing budget criseséd by a
number of countries in the EU, which would negdyivenpact anticipated revenue from ILUVIEN in th&E

Expansion of our commercial infrastructure in the & is a significant undertaking that requires substtal financial and managerial resources, and we ma
not be successful in our efforts. We may also enctar unexpected or unforeseen delays in establighincommercial infrastructure in the EU, which mayegatively
impact our commercial efforts for ILUVIEN.

We anticipate that in the near term our abilitgémerate revenues will depend solely on our alidityuccessfully commercialize ILUVIEN on our own i
Germany, the United Kingdom and France, the finé countries in which we intend to make ILUVIEMa#able for sale. We currently plan to launch ILEEW in
2013. A commercial launch of this size is a siguifit undertaking that requires substantial findresid managerial resources.

Although we have engaged Quintiles Commercial Eeilamited (together with its affiliates, Quintil€@mmercial) to provide services to help facilitdte launct
of ILUVIEN in the EU, expansion of our businessoiihe EU will require significant management aftameind additional financial resources. We mayhbwgble to
establish a commercial operation in a cost-effeathanner or realize a positive return on this itmesit even with the assistance of Quintiles Comrakrio addition,
we will have to compete with other pharmaceutical hiotechnology companies to recruit, hire, tiama retain sales and marketing personnel. Fadtatsrtay inhibit
our efforts to commercialize our products include:

e our or Quintiles Commercia'inability to recruit and retain adequate numloérsffective personne
« the inability of sales personnel to obtain access tpersuade adequate numbers of ophthalmoldgigt®scribe our produc

» the lack of complementary products to be offdrgdales personnel, which may put us at a conigetiisadvantage relative to companies with moteresive
product lines;

« the inability of market access personnel to obsaifficient levels of pricing and reimbursement @tle jurisdiction; ar
» unforeseen costs and expenses associated witingraatommercial organization in the |

If we or Quintiles Commercial are not successfulderuiting sales and marketing personnel or ifding a sales and marketing infrastructure or ifdeenot
successfully enter into additional collaboratioraagements with third-parties, we will have diffisjuicommercializing ILUVIEN and our other producrdidates,
which would adversely affect our business, opegatésults and financial condition.

Even with the assistance of Quintiles Commerciadtber third-party collaborators, we may not becesgsful in establishing a commercial operatioheEU for
numerous reasons, including, but not limited tdinfg to attract, retain and motivate the necessaijed personnel and failing to develop a sucitéssarketing
strategy. Failure to establish a commercial opendti the EU will have a negative outcome on odulitglito commercialize ILUVIEN and generate revenue

Additionally, we, Quintiles Commercial and/or othkird-party collaborators may encounter unexpeotraghforeseen delays in establishing our commiercia
operations that delay the commercial launch in@maore EU countries in which ILUVIEN has receivadbeen recommended for marketing authorizatioes&h
delays may increase the cost of and the resouegesred for successful commercialization of ILUVIENthe EU. We do not have experience in a comraklaiinch of
this size in the EU or elsewhere.
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ILUVIEN may not be commercially successful.
Market acceptance of and demand for ILUVIEN wilpded on many factors, including, but not limited to
* cost of treatmer
« pricing and availability of alternative produc
e our ability to obtain thirgsarty coverage or reimbursement for ILUVIE
« perceived efficacy relative to other available #pées
» shifts in the medical community to new treatmerradams or standards of ce
» relative convenience and ease of administratiod
» prevalence and severity of adverse side effectxcaged with treatmer
Because we have not yet initiated the commercigdzaf ILUVIEN, we have limited information withegard to the market acceptance of ILUVIEN in thed&U
elsewhere. As a result, we may have to revise stimates regarding the acceptance of ILUVIEN uraleranticipated pricing structure, reevaluate andiange the
anticipated pricing for ILUVIEN.
The activities of competitive drug companies, ohets, may limit ILUVIEN'’s revenue potential or reret it obsolete.
Our commercial opportunities for ILUVIEN will bedaced or eliminated if our competitors develop arket products that:
» are more effectiv:
* have fewer or less severe adverse side ef
* are better tolerate
* receive better reimbursement ter
e are more accepted by physicie
e are more adaptable to various modes of do
* have better distribution channe
* are easier to administer;
« are less expensive, including but not limited tgeaeric version of ILUVIEN
We expect that ILUVIEN may compete in the EU, ahdpproved by the FDA, in the U.S., with other gots that are being developed for the treatmeBi\E.
There are no ophthalmic drug therapies other tharehtis, a drug sponsored by Genentech, Inc., dystnned member of the Roche Group, which has teggroved
by the FDA for the treatment of DME. Lucentis isabhpproved for the treatment of visual impairntkré to DME in the EU. Lucentis is expected to pievi
competition for ILUVIEN. Retinal specialists arermently using laser photocoagulation and off-lahelrapies for the treatment of DME, and may comtitiuuse these
therapies in competition with ILUVIEN. Additionalgatments for DME are in various stages of prezdihor clinical testing. Later stage products far treatment of
DME include Ozurdex, a drug sponsored by Allerdan,, and Eyelea, a drug sponsored by Regeneramkauticals, Inc. and Bayer HealthCare. If appiotieese
treatments would also compete with ILUVIEN. Othesdr, surgical or pharmaceutical treatments for Divly also compete against ILUVIEN. These competitiv

therapies may result in pricing pressure evenUif\LEN is otherwise viewed as a preferable therapy.

In addition, there are many pharmaceutical comgami@technology companies, public and private ersiies, government agencies and research orgmmga
actively engaged in research and development afysts, some of which
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may target the same indications as our productidates. Our competitors include larger, more eithétl, fully integrated pharmaceutical companiastaatechnology
companies that have substantially greater cagtalurces, existing competitive products, largezaesh and development staffs and facilities, gresatperience in drug
development and in obtaining regulatory approvat$ greater marketing capabilities than we do.

Failure to successfully manage our international epations could harm our business, operating resudtisd financial condition.

We have limited international commercialization esipnce and international operations require sicarit management attention and financial resoutoes.
addition, there are many risks inherent in inteomet! business activities including, but not linaite:

« extended collection timelines for accounts recdaind greater working capital requireme

* multiple legal systems and unexpected changegal fequirement

» tariffs, export restrictions, trade barriers anldeotregulatory or contractual limitations on ouilibto sell or develop our products in certaimd@n markets
« trade laws and business practices favoring localpetition

* potential tax issues, including restrictions orateipting earnings, multiple and conflicting andrggex tax laws and regulatiol

« weaker intellectual property protection in somertaes

« political instability, including war and terrorisar the threat of war and terrorism;

* adverse economic conditions, including the stabditd solvency of business financial markets, famrinstitutions and sovereign natic

In addition, compliance with foreign and U.S. laavsl regulations that are applicable to our intéonat operations is complex and may increase osir @odoing
business in international jurisdictions, and odeinational operations could expose us to finespamalties if we fail to comply with these regutais. These laws and
regulations include import and export requiremedts. laws such as the Foreign Corrupt Practiceésaka local laws prohibiting corrupt payments twgrnmental
officials. Although we have implemented policieslgmocedures designed to help ensure compliantetidse laws, there can be no assurance that @loyss,
partners and other persons with whom we do businiissot take actions in violation of our policies these laws. Any violations of these laws caubject us to civil
or criminal penalties, including substantial firegprohibitions on our ability to offer our prodadh one or more countries, and could also matg@ad adversely harm
our business and financial condition.

Risks Related to Our Business and Industry
We have incurred operating losses in each year sioar inception and expect to continue to incur sibantial and increasing losses for the foreseeahiture.

We are not currently generating revenues and weatastimate with precision the extent of our fatlasses. ILUVIEN is our only product currently apyed for
commercial sale and it is only approved in limitedrkets in the EU. We may never generate revemmme $elling products or achieve profitability. Wepext to
continue to incur substantial and increasing loisesigh the projected commercialization of ILUVIEWe currently do not expect to generate revenuma the sale of
ILUVIEN in the EU until 2013, at the earliest. ILUEN has not been approved for marketing in the Erf8l. may never receive such approval. As a reétiiese
factors, we are uncertain when or if we will acleigrofitability and, if so, whether we will be alitesustain it. As of December 31, 2012, we haweialated a deficit
of $231.1 million. Our ability to achieve revenusdarofitability is dependent on our ability to cplete the development of our product candidatesioimecessary
regulatory approvals, and have our products matwiad and successfully marketed and sold. We cas®ire you that we will be profitable even if wecessfully
commercialize our products. Failure to become andhin profitable may adversely affect the markitepof our common stock and our ability to raispitz and
continue operations.
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As of December 31, 2012, we had approximately $48likon in cash and cash equivalents. If ILUVIENe&$ not generate sufficient revenue in the EU, wg m
adjust our commercial plans so that we can contiowperate with our existing cash resources dt geeaise additional financing.

We face heavy government regulation, and regulatapproval of ILUVIEN and our other product candidas from the FDA and from similar entities in other
countries is uncertain.

The research, testing, manufacturing and marketiryug products are subject to extensive reguldiip U.S. federal, state and local government aiitbs,
including the FDA and similar entities in other otiies. To obtain regulatory approval of a produa, must demonstrate to the satisfaction of theleggry agencies
that, among other things, the product is safe fiedteve for its intended use. In addition, we msisbw that the manufacturing facilities used todpice the products are
in compliance with current Good Manufacturing Pige{cGMP) regulations.

The process of obtaining regulatory approvals dedrances in the U.S. and other jurisdictions whietB/IEN is not approved will require us to expend
substantial time and capital. Despite the time expknse incurred, regulatory approval is neverapiaeed. The number of preclinical and clinicalsékat will be
required for regulatory approval varies dependinghe drug candidate, the disease or conditiomfoch the drug candidate is in development, thisgliction in which
we are seeking approval and the regulations afpéda that particular drug candidate. Regulatagreeies, including those in the U.S., Canada, theuid other
countries where drugs are regulated, can delayt, ¢dindeny approval of a drug candidate for margsoms, including that:

¢ adrug candidate may not be safe or effec

e regulatory agencies may interpret data from prexdirand clinical testing in different ways fronode which we d«

« they may not approve of our manufacturing proce

« they may conclude that the drug candidate doempet quality standards for stability, quality, pyand potency; ar
» they may change their approval policies or adopt regulations

The FDA may make requests or suggestions regaodinduct of our clinical trials, resulting in an reaesed risk of difficulties or delays in obtainirgulatory
approval in the U.S. For example, the FDA may mpgrave of certain of our methods for analyzing wial data, including how we evaluate the relattopsetween ris
and benefit. Further, we may pursue approval ofraatket other product candidates, outside the &h8 .specifically in additional countries in the Bod Canada.
Regulatory agencies within these countries wiluiegjthat we obtain separate regulatory approvadiscamply with numerous and varying regulatory reguents. The
approval procedures within these countries canlvwevadditional testing, and the time required ttagbapproval may differ from that required to obtBDA approval.
Additionally, the foreign regulatory approval prgsemay include all of the risks associated witlawltg FDA approval. For all of these reasons, veg mot obtain
additional foreign regulatory approvals on a timedsis, if at all. Approval by the FDA does notnesapproval by regulatory authorities in otherrdaes or
jurisdictions, and approval by one foreign regutaimuthority does not ensure approval by regulasatorities in other foreign countries or jurigaias or by the FDA

ILUVIEN utilizes FAc, a corticosteroid that has deomstrated undesirable side effects in the eye; gfere, the success of ILUVIEN will be dependent upihe
achievement of an appropriate relationship betweéee benefits of its efficacy and the risks of itsls-effect profile.

The use of corticosteroids in the eye has beerceded with undesirable side effects, includingéased incidence of cataract formation and eleviateabcular
pressure (IOP), which may increase the risk ofglawa. We have 36 months of clinical data from oAME Study, but the extent of ILUVIEN'’s long-termdsi-effect
profile beyond month 36 is not yet known. We hageead with EU regulatory authorities to condudlva-fyear post-authorization, open label registadgtof the safety
of ILUVIEN in 800 patients treated per the labeledication. Although ILUVIEN has received marketiagthorization in Austria, the United Kingdom, Rmyal, France
Germany and Spain, and been recommended for magkatithorization in Italy, the FDA’s current positiis that our FAME Study did not demonstrate thetVIEN
has sufficient levels of efficacy to outweigh tigks associated with its side-effect profile. le #vent the FDA maintains this conclusion, ILUVIEy not receive
regulatory approval from the FDA. If other regulgtbodies adopt a conclusion similar to the FDA& mvay not receive approval in any other jurisdictiadditionally,
data accumulated from the five-year post-
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authorization study, or other commercial experiewoeld result in the withdraw of ILUVIEN approvial one or more jurisdictions.

Even if we do receive additional regulatory apprdsdor ILUVIEN, the FDA or other regulatory agencie may impose limitations on the indicated uses for
which ILUVIEN may be marketed, subsequently withdvapproval or take other actions against us or ILUBN that would be adverse to our business.

Regulatory agencies generally approve productpddicular indications. If any such regulatory ageapproves ILUVIEN for a limited indication, th&s of our
potential market for ILUVIEN will be reduced. Faxample, our potential market for ILUVIEN in the Ux8ould be reduced if the FDA limited the indicatsoof use to
patients diagnosed with only clinically significdDME as opposed to DME, or restricted its use tiepts exhibiting IOP below a certain level or yin artificial len
at the time of treatment. ILUVIEN has received nedirkg authorization in Austria, the United Kingdofgrtugal, France, Germany and Spain, and beemreeaded
for marketing authorization in Italy for the treant of vision impairment associated with chronic Bebnsidered insufficiently responsive to availahlerapies which
may limit the use of ILUVIEN to a segment of the BNdopulation. Product approvals, once granted, beayithdrawn if problems occur after initial maiket The
marketing, distribution and manufacture of ILUVIENthe EU, and if approved in the U.S. or elsewheiit be subject to regulation. We will need tagaly with
facility registration and product listing requirentg of the FDA and similar entities in other coiggrand adhere to the FDA'’s Quality System Reguiati
Noncompliance with applicable FDA and similar eat’ requirements can result in warning letters, fineginctions, civil penalties, recall or seizufdldUVIEN, total
or partial suspension of production, refusal oltatpry agencies to grant approvals, withdrawapgrovals by regulatory agencies or criminal pragen. We would
also need to maintain compliance with federal estaud foreign laws regarding sales incentivesrnafeand other programs.

Our product candidates may never achieve marketeptance even if we obtain regulatory approvals.

Even if we receive regulatory approvals for the s#lour product candidates, the commercial suazie$gese products will depend, among other thingsheir
acceptance by retinal specialists, patients, thindy payers and other members of the medical camitynas a therapeutic and cost-effective altermativcompeting
products and treatments. The degree of market towapof any of our product candidates will depené number of factors, including, among otherdghin

« the demonstration of its safety and effici

» its costeffectivenes:

« its potential advantages over other thera

» the reimbursement policies of government andlitparty payers with respect to the product candidate

* the effectiveness of our marketing and distributapabilities

If our product candidates fail to gain market acaepe, we may be unable to earn sufficient revémeentinue our business. If our product candidatesnot
accepted by retinal specialists, patients, thindygsayers and other members of the medical comiyunis unlikely that we will ever become profite.

Our ability to pursue the development and commetfization of ILUVIEN depends upon the continuationf@ur license from pSivida US, Inc.

Our license rights to pSivida US, Inc.’s (pSivigepprietary delivery device could revert to pSivifleve (i) fail twice to cure our breach of an a@ation to make
certain payments to pSivida following receipt ofti@n notice thereof; (ii) fail to cure other bréas of material terms of our agreement with pSiviithin 30 days after
notice of such breaches or such longer periodqg®tdays) as may be reasonably necessary if gaelbicannot be cured within such 30-day periodfi{g for
protection under the bankruptcy laws, make an assigt for the benefit of creditors, appoint or sufippointment of a receiver or trustee over oaperty, file a
petition under any bankruptcy or insolvency adhave any such petition filed against us and suobgading remains undismissed or unstayed for aghefimore than
60 days; or (iv) notify pSivida in writing of oukedision to abandon our license with respect tar@iceproduct using pSivida’s proprietary delivelgvice. If our
agreement with pSivida were terminated, we wouse lour rights to develop and commercialize ILUVIE#hjch would materially and adversely affect ousibess,
results of operations and future prospects.
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We will rely on a single manufacturer for ILUVIENa single manufacturer for the ILUVIEN applicator ad a single active pharmaceutical ingredient
manufacturer for ILUVIEN's active pharmaceutical igredient. Our business would be seriously harmedrify of these third-parties are not able to satisiyr
demand and alternative sources are not available.

We do not have, nor currently intend to have, ind@manufacturing capability and will depend cortghjeon a single third-party manufacturer for the
manufacture of the ILUVIEN insert (Alliance Medidafoducts, Inc. (Alliance)), a single third-partamufacturer for the manufacture of the ILUVIEN apalor
(Flextronics International, Ltd. or an affiliate Blextronics International, Ltd. (Flextronics))simgle third-party manufacturer for the manufactffLUVIEN's active
pharmaceutical ingredient (FARMABIOS SpA./Byron @fieal Company Inc. (FARMABIOS)) and a single thpdrty manufacturer for the quality release testihg
ILUVIEN in the EU (Brecon Pharmaceuticals LimiteBrécon)). Although we have agreements for the mastufe of the ILUVIEN insert (with Alliance), the
manufacture of the ILUVIEN applicator (with Flextrigs)for the supply of ILUVIEN's active pharmaceaai ingredient (with FARMABIOS) and for the qualitylease
testing of ILUVIEN in the EU (with Brecon), if amyf the thirdparty manufacturers breach their agreements arrable or unwilling to perform for any reason, way
not be able to locate alternative acceptable matwiers, enter into favorable agreements with theget them approved by the applicable regulatatiiaities, such &
the FDA in the U.S., in a timely manner. Furthdirpfour manufacturers rely on additional thirdrpes for the manufacture of component parts. Arapility to acquire
sufficient quantities of ILUVIEN inserts, the ILUEN applicator or the active pharmaceutical ingretlie a timely manner from these third-parties dodetlay
commercial production of, and impact our abilityfwdfill demand for, ILUVIEN, if any.

Materials necessary to manufacture ILUVIEN may nbe available on commercially reasonable terms, bal, which may delay the development, regulatory
approval and commercialization of ILUVIEN.

We will rely on our manufacturers to purchase nmalkefrom third-party suppliers necessary to pradiidJVIEN. Suppliers may not sell these material®tr
manufacturers at the times we need them or on coaialig reasonable terms. We do not have any cbotrer the process or timing of the acquisitioriiefse materials
by our manufacturers. If our manufacturers are lentmbobtain these materials the commercial lawfdhUVIEN would be delayed or there would be arhge in
supply, which would materially affect our ability generate revenues from the sale of ILUVIEN. Meepalthough we have entered into agreementhi&éocommerci:
production of the ILUVIEN insert, the commerciabpguction of the ILUVIEN applicator, and the supplythe active pharmaceutical ingredient in ILUVIENe
suppliers may be unable or choose not to suppiy agimely manner or in the minimum guaranteedngjtias. If we are unable to obtain these suppbes ability to
manufacture ILUVIEN for commercial sale would béaged, significantly impacting our ability to geaés revenue from the sale of ILUVIEN.

The manufacture and packaging of pharmaceutical phact candidates such as ILUVIEN are subject to theqjuirements of the FDA and similar foreign
regulatory entities. If we or our thirddarty manufacturers fail to satisfy these requirents, our product development and commercializatiefifiorts may be materiall
harmed.

The manufacture and packaging of pharmaceuticalymtocandidates such as ILUVIEN and our future pobdandidates are regulated by the FDA and similar
foreign regulatory agencies and must be conducteddordance with the FDA's cGMP and comparableairements of foreign regulatory agencies. Thereadmnited
number of manufacturers that operate under theddPc@gulations which are both capable of manufaeguiL UVIEN and willing to do so. Failure by us oor third-
party manufacturers to comply with applicable regohs, requirements, or guidelines could resusiainctions being imposed on us, including fingsinictions, civil
penalties, failure of regulatory authorities torgrmarketing approval of our product candidatetgyde suspension or withdrawal of approvals, lieerevocation,
seizures or recalls of product, operating restmitiand criminal prosecutions, any of which coudaificantly and adversely affect our businessuf manufacturers fa
to maintain compliance, the production of ILUVIENWd be interrupted, resulting in delays and adddi costs. Any significant delays in the manufeef ILUVIEN
could materially harm our business and prospects.

Changes in the manufacturing process or procethaleiding a change in the location where the proiimanufactured or a change of a third-party rfesturer,
will require prior FDA review and/or approval ofemanufacturing process and procedures in accoedaitic the FDA’'s cGMP regulations. There are corapby
foreign requirements as well. This review may bstlycand time consuming and could delay or pretteataunch of a product. If we elect to manufacpneducts in oL
own facility or at the facility of another third-fig, we would need to ensure that the new facéitg the manufacturing process are in substantmptiance with cGMP
and comparable foreign regulations. The new fgoilitl also be subject to pre-approval inspectiobnaddition, we have to demonstrate that the prochatle at the new
facility is equivalent to the product made at thenfer facility by physical and chemical methodsjchitare costly and time consuming. It is also pgaeshat the FDA or
a foreign regulatory agency may require clinicatitey as a way to prove equivalency, which wouklitein additional costs and delay.
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Furthermore, in order to obtain approval of ourduct candidates by the FDA and foreign regulatggnaies, we need to complete testing on both ttieeac
pharmaceutical ingredient and on the finished pcbduthe packaging that we propose for commesadgs. This includes testing of stability, idectfion of impurities
and testing of other product specifications bydetied test methods. In addition, we will be reqlib@consistently produce in commercial quantiéied of specified
quality in a reproducible manner and document bilitgto do so. This requirement is referred topascess validation. With respect to ILUVIEN, altiygh we have
validated the manufacturing process at our antiefpaommercial scale batch size, some of the stethe manufacturing processes will need to belidatzd if we
choose to begin to manufacture larger commercaédzatches, including in connection with our aptited commercial launch in the EU. If the requiresting or
process validation is delayed or produces unfavenasults, we may not be able to increase the aentiad scale batch, which may impact our abilitfutill demand
for the product. The FDA and similar foreign redatg agencies may also implement new standardshamge their interpretation and enforcement oftexjstandards
and requirements, for the manufacture, packagintgsting of products at any time. If we are unableomply, we may be subject to regulatory orl@ctions or
penalties that could significantly and adversefeafour business.

Any failure or delay in completing clinical trial$or our product candidates could severely harm dawsiness.

Preclinical studies and clinical trials requirecdEmonstrate the safety and efficacy of our prodantlidates are time consuming and expensive gedher take
several years to complete. The completion of dihidals for our product candidates may be deldyechany factors, including:

* our inability to manufacture or obtain from tijparties materials sufficient for use in preclinisaldies and clinical trial
« delays in patient enrollment and variability in tember and types of patients available for clihicals;

« difficulty in maintaining contact with patients afttreatment, resulting in incomplete d

« poor effectiveness of product candidates duringjadi trials

* unforeseen safety issues or side effects

* governmental or regulatory delays and changesgulaéory requirements and guidelir

If we fail to successfully complete our clinicakis for any of our product candidates, we mayreoeive the regulatory approvals needed to mahkest product
candidates. Therefore, any failure or delay in cemomng or completing these clinical trials wouldrhaour business materially.

In addition, a clinical trial may be suspendedesntinated by us, the FDA or other regulatory autiesrdue to a number of factors, including:
« failure to conduct the clinical trial in accordaneith regulatory requirements or our clinical prots
» inspection of the clinical trial operations or tisites by the FDA or other regulatory authoritiesulting in the imposition of a clinical ho
« unforeseen safety issues or any determinatiorethdl presents unacceptable health risks

* lack of adequate funding to continue the clihidgal, including the incurrence of unforeseentsatue to enroliment delays, requirements to conadditional
trials and studies and increased expenses assbuidltethe services of our contract research omgaiins, and other third parties.

If we are required to conduct additional clinia@lis or other studies with respect to any of awdpict candidates beyond those that we initiallytemplated, if
we are unable to successfully complete our clirticals or other studies or if the results of thegss or studies are not positive or are only esily positive, we may be
delayed in obtaining marketing approval for thosedpct candidates, we may not be able to obtairketiag approval or we may obtain approval for irdiens that are
not as broad as intended. Our product developnasts evill also increase if we experience delay®gting or approvals. Significant clinical triallags could allow our
competitors to bring products to market before wedd
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impair our ability to commercialize our productspmtential products. If any of this occurs, ouribass will be materially harmed.

In order to establish our sales and marketing inktucture, we will need to grow the size of our argzation, and we may experience difficulties in meging
this growth.

As of December 31, 2012, we had 23 employees, 2dhofm were located in the U.S. and two of whom wecated in the United Kingdom, where our EU
operations are based. In January 2013 and MarcB, 2#ladded two additional employees to the manageteam for our EU operations. Recognizing thatweald
need resources beyond this core management teeomioercialize ILUVIEN on our own in the EU, in Nouber 2012 we entered into a master services agreaeme
with Quintiles Commercial in November 2012 to pdeviadditional personnel for our planned launchLofMIEN, and subsequent operations, in Germany Lthited
Kingdom and France. Under this agreement and laseck project orders, Quintiles Commercial curepthploys 16 persons fully dedicated to Alimera arpects this
number to grow to 25 by December 2013. Quintilem@ercial also employs 20 persons partially dedec&deAlimera in Germany, the United Kingdom andrieea
While these individuals are employed by Quintilesr@nercial, and are not employed directly by uswilenot be able to operate effectively unless weegrate them
into our organization, which may be difficult. Asradevelopment and commercialization plans andegiias evolve beyond our initial planned launchwileneed to
further expand the size of our organization byutitrg additional managerial, operational, salearkating, financial and other personnel, who maibed directly by
us or through Quintiles Commercial or other simdeganizations. This future growth will impose sfgrant added responsibilities on members of manegsd,
including the need to identify, recruit, maintamgtivate and integrate additional personnel. Atag, management may have to divert a disproport@aatount of its
attention away from our day-tay activities and devote a substantial amouritra# to managing these growth activities. Our fufiimancial performance and our abi
to commercialize ILUVIEN and our other product catades and compete effectively will depend, in pantour ability to effectively manage any suchufetgrowth an
related costs. We may not be able to effectivelpaye a rapid pace of growth and timely implememrovements to our management infrastructure antt@on
systems.

ILUVIEN and our other potential products may not beommercially viable if we fail to obtain an adeqigalevel of reimbursement for these products from
governments, private insurers, the Medicare programd other thirc-party payers. The market for our products may als® limited by the indications for which their
use or frequency of administration may be reimbudse

The availability and levels of reimbursement by gmwmental and other third-party payers affect tiagket for products such as ILUVIEN and others thatmay
develop. These third-party payers continually aftetm contain or reduce the costs of health carehaylenging the prices charged for medical proslacid services.

In the United Kingdom, Austria, France, Germanglyit Portugal and Spain, as well as many otheidareountries, the pricing of prescription pharmaasils is
subject to governmental control. In the EU, eadméy has a different reviewing body that evaluagsbursement dossiers submitted by marketingoaiatition
holders of new drugs and then makes recommenda®tswhether or not the drug should be reimburseithese countries, pricing negotiations with gmmental
authorities can take 12 months or longer afteréiceipt of regulatory approval, or delay regulatapproval. To obtain reimbursement or pricing apglin some
countries, we may be required to conduct a clirtigal that compares the cosftfectiveness of our products, including ILUVIEN,dther available therapies. Limitatic
on reimbursement could be imposed at the natioegional or local level or by fiscal intermediariaseach country. Our business could be materalersely affected
if such limitations were imposed. Our business atadd be adversely affected if retinal specialests not reimbursed for the cost of the procedusehich they
administer ILUVIEN on a basis satisfactory to tlengnistering retinal specialists.

In the U.S., in the event that ILUVIEN is approvea: will need to obtain approvals for payment 10dYIEN from private insurers, including managedesar
organizations, and from the Medicare program. tené years, through legislative and regulatoryomsti the federal government has made substantiabels to various
payment systems under the Medicare program. Corapsére reforms to the U.S. healthcare system vesrently enacted, including changes to the methardsihd
amounts of, Medicare reimbursement. These refonukicignificantly reduce payments from Medicard Medicaid over the next ten years. Reforms orrothanges
to these payment systems, including modificationthé conditions on qualification for payment, blimgl of payments or the imposition of enrolimemiiations on ne\
providers, may change the availability, methods ratels of reimbursements from Medicare, privatanes and other third-party payers for ILUVIEN and other
potential products. Some of these changes and gpedpchanges could result in reduced reimburseratad for ILUVIEN and our other potential produetgich would
adversely affect our business strategy, operatodginancial results.
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We expect that private insurers will consider tffie@cy, cost effectiveness and safety of ILUVIENdetermining whether to approve reimbursementiLfoivIEN
and at what level. Obtaining these approvals caatimae consuming and expensive process. Our kassimeuld be materially adversely affected if wendbreceive
approval for reimbursement of ILUVIEN from privatesurers on a timely or satisfactory basis. AltHoagugs that are not self-administered are coveyededicare,
the Medicare program has taken the position thegtntdecide not to cover particular drugs if itedlietines that they are not “reasonable and necédsaryledicare
beneficiaries. Limitations on coverage could alsarbposed at the local Medicare carrier level ofibgal intermediaries. Our business could be nedtgradversely
affected if the Medicare program, local Medicargiess or fiscal intermediaries were to make sude®rmination and deny or limit the reimbursenwrit UVIEN.
Our business also could be adversely affectediifalespecialists are not reimbursed by MedicareHe cost of the procedure in which they adminidt&/VIEN on a
basis satisfactory to the administering retinatggists. If the local contractors that administee Medicare program are slow to reimburse respatialists for
ILUVIEN, the retinal specialists may pay us morevdly, which would adversely affect our working dabirequirements.

Our business could also be adversely affectedviégonents, private insurers, the Medicare prograstier reimbursing bodies or payers limit the dadions for
which ILUVIEN will be reimbursed to a smaller shanh we believe it is effective in treating or e$idba limitation on the frequency with which ILUEN may be
administered that is less often than we believelévbe effective.

We expect to experience pricing pressures in cdaiorewith the sale of ILUVIEN and our future prodsalue to the potential healthcare reforms discliabeve,
as well as the trend toward programs aimed at iegumalth care costs, the increasing influendeealth maintenance organizations and additionalkge proposals
and the economic health of companies. If reimbues#rfor our products is unavailable, limited in ge@r amount, or if pricing is set at unsatisfagtevels, our
business could be materially harmed.

We face substantial competition, which may resultdthers discovering, developing or commercializipgpducts before or more successfully than we do.

The development and commercialization of new disdsghly competitive and the commercial succes$ OVIEN will depend on several factors, includirgt
not limited to, its efficacy and side effect prefilauthorization for reimbursement by foreign rat¢aiy bodies, private insurers and Medicare, aecegt of pricing, the
development of our sales and marketing organizatinradequate payment to physicians for the imgepiocedure and our ability to differentiate ILUBN from our
competitors’ products. We will face competitionrfranajor pharmaceutical companies, specialty phaeotaal companies and biotechnology companies wadliel
with respect to ILUVIEN and to any products thatmay develop or commercialize in the future. Ounpetitors may develop products or other novel tetdgies that
are more effective, safer or less costly than &aywe are developing. Our competitors may alsainl#DA or other regulatory approval for their puats more rapidly
than we may obtain approval for ours. The activarptaceutical ingredient in ILUVIEN is FAc, whichnst protected by currently valid patents. As aitesur
competitors could develop an alternative formulatio delivery mechanisms to treat diseases ofyhength FAc. We do not have the right to develog aall pSivida’'s
proprietary delivery device for indications for @éses outside of the eye or for the treatment eftisvFurther, our agreement with pSivida permp8s$vida to grant to
any other party the right to use its intellectuaperty (i) to treat DME through an incision smalliean that required for a 25-gauge needle, unissgy a corticosteroid
delivered to the back of the eye, (ii) to delivay @ompound outside the back of the eye unlesstit ireat DME through an incision required forsagauge or larger
needle, or (iii) to deliver non-corticosteroidstib@ back of the eye, unless it is to treat DME tigtoan incision required for a 25-gauge or largede.

Many of our competitors have substantially grefitemncial, technical and human resources than we.hadditional mergers and acquisitions in the
pharmaceutical and biotechnology industries maylr@s even more resources being concentrated bgampetitors. Competition may increase furthea assult of
advances made in the commercial applicability oftelogies and greater availability of capital iforestment in these fields.

Other than the master services agreement entered ith Quintiles Commercial in November 2012, weareently do not have any collaboration agreements
with third-parties. We expect to depend on collaétions to develop and commercialize our producfsve are unable to identify or enter into an agreent with any
material third-party collaborator, if our collaborions with any such third-party are not scientifillg or commercially successful or if our agreemewith any such
third-party is terminated or allowed to expire, weuld be adversely affected financially or our busss reputation could be harmed.

Our business strategy includes entering into coliations with corporate and academic collabordtarthe research, development and commercializatfon
additional product candidates. Other than the mastevices agreement entered into
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with Quintiles Commercial in November 2012, we eatty do not have any collaboration agreements thitld-parties. Areas in which we may potentialiytexing into
third-party collaboration arrangements include eiales and marketing arrangements for sales anketiray of ILUVIEN in certain EU countries and elggere outside
of North America, and future product developmemntiagements. If we are unable to identify or entér an agreement with any material third-partyaiadirator we
could be adversely affected financially or our bess reputation could be harmed. Any arrangemeatdonenter into may not be scientifically or comanely
successful. The termination of any of these arrareges might adversely affect our ability to developmmercialize and market our products.

The success of our collaboration arrangementsdeplend heavily on the efforts and activities of calfaborators. Our collaborators will have sigeedint
discretion in determining the efforts and resoutbes they will apply to these collaborations. Weect that the risks which we face in connectiothuhese future
collaborations will include the following:

» our collaboration agreements are expected forbiexed terms and subject to termination undaiauss circumstances, including, in many cases hontsiotice
without cause;

* we expect to be required in our collaboratioreagients not to conduct specified types of reseandhdevelopment in the field that is the subjé¢he
collaboration. These agreements may have the efféichiting the areas of research and developrtieaittwe may pursue, either alone or in cooperatiidim
third-parties;

* our collaborators may develop and commercializbgeialone or with others, products and servicasdte similar to or competitive with our produsdsich are
the subject of their collaboration with us; and

» our collaborators may change the focus of ttieirelopment and commercialization efforts. In rég@ars there have been a significant number o§ersrand
consolidations in the pharmaceutical and bioteatmolndustries, some of which have resulted inpagicipant companies reevaluating and shiftingfttoeis
of their business following the completion of thésmsactions. The ability of our products to retiwir potential could be limited if any of our fue
collaborators decreases or fails to increase spgnéiating to such products.

Collaborations with pharmaceutical companies ahdrthird-parties often are terminated or allowe@spire by the other party. With respect to oturfe
collaborations, any such termination or expirationld adversely affect us financially as well amiaur business reputation.

We may not be successful in our efforts to expanat portfolio of products.

A key element of our strategy is to commercializeetfolio of new ophthalmic drugs in addition tdJVIEN. We are seeking to do so through our intérna
research programs and through licensing or otheragsjuiring the rights to potential new drugs andydargets for the treatment of ophthalmic disease

A significant portion of the research that we asaducting involves new and unproven technologieseRrch programs to identify new disease targetgenduct

candidates require substantial technical, finaresia human resources whether or not we ultimatielgtify any candidates. Our research programs mitiglly show
promise in identifying potential product candidatgst fail to yield product candidates for clinicivelopment for a number of reasons, including:

« the research methodology used may not be succésséidntifying potential product candidates

* potential product candidates may on furtherstuel shown to have harmful side effects or otharatteristics that indicate they are unlikely teeffective
drugs.

We may be unable to license or acquire suitabldybcandidates or products from third-partiessfaumber of reasons. In particular, the licensimg @&quisition of
pharmaceutical products is a competitive area. i@éugore established companies are also pursuiatggtes to license or acquire products in thefegihtic field.

These established companies may have a compediixentage over us due to their size, cash resoantkgreater clinical development and commerciaina
capabilities. Other factors that may prevent umfticensing or otherwise acquiring suitable prodtarididates include the following:

* we may be unable to license or acquire the releleghinology on terms that would allow us to makegpropriate return from the prodt

e companies that perceive us to be their competitag be unwilling to assign or license their prodiughts to us; ¢
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* we may be unable to identify suitable productsrodpct candidates within our areas of expel

Additionally, it may take greater human and finahcesources to develop suitable potential prodantidates through internal research programs oblgining
rights than we will possess, thereby limiting obility to develop a diverse product portfolio.

If we are unable to develop suitable potential pad@andidates through internal research prograrbyg obtaining rights to novel therapeutics frorindparties,
our business will suffer.

We may acquire additional businesses or form stgagealliances in the future, and we may not realitee benefits of such acquisitions or alliances.

We may acquire additional businesses or produmts) trategic alliances or create joint venturet wiird-parties that we believe will complement or augnn
existing business. If we acquire businesses wibimising markets or technologies, we may not be tabiealize the benefit of acquiring such busingskee are unable
to successfully integrate them with our existingi@ions and company culture. We may have difficiitdeveloping, manufacturing and marketing thedpicts of a
newly acquired company that enhances the perforenahour combined businesses or product linesélizeevalue from expected synergies. We cannotadhat,
following an acquisition, we will achieve the revwes or specific net income that justifies the asitjon.

We face the risk of product liability claims and manot be able to obtain or maintain insurance.

Our business exposes us to the risk of produdtitiablaims, which is inherent in the manufactgjrtesting and marketing of drugs and related prtsduf the use
of one or more of our products harms people, we beasubject to costly and damaging product liagbdlaims. We maintain product liability insurancétwa total
aggregate liability limit of $10.0 million coverinaur clinical trial activities and our product saleThe insurance provides worldwide coverage whtoeved by law. A
product revenue is generated in new countriesntead to obtain compulsory coverage in those c@sithat require it. We may not be able to obtaimaintain
adequate protection against potential liabilitilesie are unable to obtain insurance at accepidie or otherwise protect against potential prodiabtlity claims, we
will be exposed to significant liabilities, whichayn materially and adversely affect our businessfarahcial position. These liabilities could preven interfere with our
product development and commercialization efforts.

If we lose key management personnel, or if we tailrecruit additional highly skilled personnel, will impair our ability to identify, develop and ecomercialize
product candidates

We are highly dependent upon the principal membkosir management team, including C. Daniel Myeus,President and Chief Executive Officer, Richard
Eiswirth, our Chief Operating Officer and Chief &ircial Officer, Philip Ashman, Ph.D., our EU Sen¥tice President and EU Managing Director, Susana@labour
Senior Vice President of Regulatory Affairs, Kerm@reen, Ph.D., our Senior Vice President and Chaétntific Officer and Dave Holland, our Seniocc¥iPresident
Sales and Marketing. These executives have signifiophthalmic, regulatory industry, sales and retamk), operational, and/or corporate finance exyee. The loss of
any such executives or any other principal membeuomanagement team would impair our abilityderitify, develop and market new products.

In addition, our growth will require us to hire igrgficant number of qualified technical, commet@ad administrative personnel. There is intengapetition
from other companies and research and academitutitsis for qualified personnel in the areas of activities. If we cannot continue to attract aathin, on acceptable
terms, the qualified personnel necessary for tintirmoed development of our business, we may natbiteeto sustain our operations or grow.

If our contract research organizations (CROSs), tdiparty vendors and investigators do not succedgfaarry out their duties or if we lose our relatships
with them, our development efforts with respectit®VIEN or any of our other product candidates codlbe delayed.

We are dependent on CROs, third-party vendorsmarestigators for preclinical testing and cliniagls related to our discovery and developmentreffavith
respect to our product candidates and we willyilegntinue to depend on them to assist in our &utliscovery and development efforts. These paatiesiot our
employees and we cannot control the amount or grafiresources that they devote to our progranthelf fail to devote sufficient time and resourt@esur
development programs with respect to our productlickates or if their performance is substandandilitdelay the development and
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commercialization of our product candidates. Theiggwith which we contract for execution of ctial trials play a significant role in the condutttee trials and the
subsequent collection and analysis of data. Thdure to meet their obligations could adversefgetfclinical development of our product candidatdsreover, these
parties may also have relationships with other cencral entities, some of which may compete withlghey assist our competitors, it could harm ocompetitive
position.

If we lose our relationship with any one or moretadse parties, we could experience a significafetydin identifying another comparable provider andtracting
for its services. We may be unable to retain agr@édttive provider on reasonable terms, if at alerEif we locate an alternative provider, this pdev may need
additional time to respond to our needs and mayrmtide the same type or level of service as tigral provider. In addition, any provider that wetain will be
subject to current Good Laboratory Practices (cGuR) similar foreign standards, and we do not ltaverol over compliance with these regulationshsse providers.
Consequently, if these practices and standardscaradhered to by these providers, the developarehtommercialization of our product candidatedctbe delayed.

Our products could be subject to restrictions ortdrawal from the market and we may be subject emglties if we fail to comply with regulatory req@ments
or if we experience unanticipated problems with guroducts, when and if any of them are approved.

Any product for which we have or obtain marketimpwval, including ILUVIEN in the EU, along with éhmanufacturing processes, post-approval
pharmacovigilance, advertising and promotionahitadis for such product, will be subject to conhvequirements, review and periodic inspectiongheyFDA and
other regulatory bodies. Even if regulatory appt@fa product is granted, the approval may beexthp limitations on the indicated uses for which product may be
marketed or to the conditions of approval, or contaquirements for costly post-marketing testing aurveillance to monitor the safety or efficaéyhe product. Later
discovery of previously unknown problems with ownglucts, manufacturer or manufacturing processdsjlare to comply with regulatory requirementsayrresult in:

* restrictions on such products or manufacturing @sees
« withdrawal of the products from the marl

« voluntary or mandatory rece

* fines

e suspension of regulatory approv

e product seizure; al

e injunctions or the imposition of civil or crimingknalties

We may be slow to adapt, or we may never adaptianges in existing regulatory requirements or adopf new regulatory requirements or policies.

Failure to obtain regulatory approval in additiongbreign jurisdictions would prevent us from markiag our products abroad.

ILUVIEN has received marketing authorization in &g the United Kingdom, Portugal, France, Germangt Spain, and been recommended for marketing
authorization in Italy. We intend to continue tague market authorizations for ILUVIEN and otheoguct candidates internationally in additional gdictions. In orde
to market our products in foreign jurisdictions, will be required to obtain separate regulatoryrapgls and comply with numerous and varying reguiat
requirements. The approval procedure varies amoungtdes and jurisdictions and can involve addaidesting, and the time required to obtain approway differ
from that required to obtain FDA approval or ap@ian the seven EU countries in which ILUVIEN haseived or been recommended for marketing authtmiza
Additionally, the foreign regulatory approval prgsemay include all of the risks associated witlawltg FDA approval. For all of these reasons, veg mot obtain
additional foreign regulatory approvals on a timedgis, if at all. Approval by the FDA does not@nesapproval by regulatory authorities in otherrdaes or
jurisdictions, and approval by one foreign regutaimuthority does not ensure approval by regulasatorities in other foreign countries or jurigaias or by the FDA
We may not be able to file for regulatory approalsl may not receive necessary approvals to conmizecour products in any additional market. Taiufe to obtain

these approvals could harm our business materially.
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Our product candidates may cause undesirable siffeats or have other properties that could delaymevent their regulatory approval or limit their
marketability.

Undesirable side effects caused by our productidates could interrupt, delay or halt clinical lsiand could result in the denial of regulatoryrappl by the
FDA or other regulatory authorities for any ortaligeted indications, and in turn prevent us frammercializing our product candidates and genegagmenues from
their sale. Possible side effects of ILUVIEN inadydbut are not limited to, extensive blurred visicataracts, eye irritation, eye pain, increasdd, Mhich may increase
the risk of glaucoma, ocular discomfort, reducesigl acuity, visual disturbance, endophthalmitidpng-standing vitreous floaters.

In addition, if following marketing approval in arjsdiction, we or others later identify undesimbide effects caused by the product, we coulddaeeor more of
the following consequences:

« regulatory authorities may require the additiétabeling statements, such as a “black bezining or a contraindicatic
e regulatory authorities may withdraw their approefithe produc
* we may be required to change the way that the ptadwadministered, conduct additional clinicadlsior change the labeling of the product;

e our reputation may suffe

Any of these events could prevent us from achiewgingaintaining market acceptance of the affectedyrct or could substantially increase the costsexpenses
of commercializing the product candidate, whiclum could delay or prevent us from generatingificamt revenues from its sale.

Risks Related to Intellectual Property and Other Lgal Matters

If we or our licensors are unable to obtain and nmsin protection for the intellectual property inaporated into our products, the value of our techngy and
products will be adversely affecte

Our success will depend in large part on our ahilitthe ability of our licensors to obtain and main protection in the U.S. and other countriegtie intellectual
property incorporated into our products. The paséngtion in the field of biotechnology and phacomaticals generally is highly uncertain and inveleemplex legal
and scientific questions. We or our licensors matylre able to obtain additional issued patentdingldo our technology. Our success will depengart on the ability ¢
our licensors to obtain, maintain (including makpegiodic filings and payments) and enforce papeoatection for their intellectual property, in gattiar, those patents
to which we have secured exclusive rights. Undelioense with pSivida, pSivida controls the filifgrosecution and maintenance of all patents. en$ors may not
successfully prosecute or continue to prosecutpabent applications to which we are licensed. Ef/patents are issued in respect of these papgitcations, we or ot
licensors may fail to maintain these patents, netgmhine not to pursue litigation against entitiest are infringing upon these patents, or mayyrigsich litigation less
aggressively than we ordinarily would. Without grction for the intellectual property that we owrlicense, other companies might be able to offestntially
identical products for sale, which could adversdfect our competitive business position and haambuisiness prospects. Moreover, FAc is an offfadetive
ingredient that is commercially available in seVévams including the extended release ocular impRetisert.

Even if issued, patents may be challenged, narrpinedlidated, or circumvented, which could limitrability to stop competitors from marketing siamiproduct
or limit the length of term of patent protectioratiive may have for our products. In addition, catepts and our licensors’ patents may not afforgratection against
competitors with similar technology.

Litigation or third-party claims of intellectual poperty infringement would require us to divert ras@es and may prevent or delay our developmentutatpry
approval or commercialization of our product candites.

Our products or potential products may infringeupther parties’ intellectual property rights that protected by patents or patent applicationsdIgarties may
now or in the future own or control these patenis patent applications in the U.S. and abroad. § tiesd-parties could bring claims against us araallaborators that
would cause us to incur substantial expenses ertddubstantial employee resources from our busiaed, if successful, could cause us to pay sufistdamages or
prevent us from developing one or more product ktes. Further, if a patent infringement suit wereught
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against us or our collaborators, we or they coeldidoced to stop or delay research, developmemufaaturing or sales of the product or product odeté that is the
subject of the suit.

Several issued and pending U.S. patents claimirthads and devices for the treatment of eye diseasdsding through the use of steroids, implamid a
injections into the eye, purport to cover aspe€ls 0VIEN. For example, one of our potential comipats holds issued and pending U.S. patents arehdipg Europee
patent application with claims covering injecting@cular implant into a patient’s eye similar te thUVIEN applicator. There is also an issued lh&ent with claims
covering implanting a steroidal anti-inflammatogeat to treat an inflammation-mediated conditiothef eye. If these or any other patents were hell ¢court of
competent jurisdiction to be valid and to covereasp of ILUVIEN, then the owners of such patentsildde able to block our ability to commercialitéJVIEN unless
and until we obtain a license under such patenticfwlicense might require us to pay royalties @ng a cross-license to one or more patents thatwrg, until such
patents expire or unless we are able to redesigproduct to avoid any such valid patents.

As a result of patent infringement claims, or iderto avoid potential claims, we or our collaboratmay choose to seek, or be required to seéersk from the
third-party and would most likely be required to/piaense fees or royalties or both. These licemsag not be available on acceptable terms, od.dEaén if we or our
collaborators were able to obtain a license, thletsimay be nonexclusive, which would give our cetitprs access to the same intellectual propertymétely, we
could be prevented from commercializing a prodache forced to cease some aspect of our busipesatmns if, as a result of actual or threateraént infringement
claims, we or our collaborators are unable to einterlicenses on acceptable terms. This could fmrmbusiness significantly.

There has been substantial litigation and othecgedings regarding patent and other intellectugpgnty rights in the pharmaceutical and biotechgpliodustries
In addition to infringement claims against us, wayrbecome a party to other patent litigation ateioproceedings, including interference proceediegdared by the
U.S. Patent and Trademark Office and oppositiocgrdings in the European Patent Office, regarditelléctual property rights with respect to ourgarots and
technology. The cost to us of any litigation orestproceeding, regardless of its merit, even iblvesd in our favor, could be substantial. Somewfampetitors may be
able to sustain the costs of such litigation ocpealings more effectively than we can becauseeaf shibstantially greater financial resources. Utadeties resulting
from the initiation and continuation of patentdation or other proceedings could have a matedie¢ise effect on our ability to compete in the negplace. Intellectual
property litigation and other proceedings may, ratgss of their merit, also absorb significant ngeraent time and employee resources.

If we fail to comply with our obligations in the agements under which we license development or camaialization rights to products or technology from
third-parties, we could lose license rights thateaimportant to our business.

Our licenses are material to our business, andxpect to enter into additional licenses in the fetiWe hold a license from pSivida to intellectpadperty relatin
to ILUVIEN. This license imposes various commerigiaion, milestone payment, profit sharing, insweand other obligations on us. We also hold asedrom
Dainippon Sumitomo Pharma Co., Ltd. to patentdirgjeto ILUVIEN. This license imposes a milestorsyment and other obligations on us. If we fail donply with
these obligations, the licensor may have the tiglérminate the applicable license, in which eweatwould not be able to market products, such &% 1EN, that may
be covered by such license.

If we are unable to protect the confidentiality ofur proprietary information and know-how, the valugf our technology and products could be adversely
affected.

In addition to patented technology, we rely upopatanted proprietary technology, processes, traciets and know-how. Any involuntary disclosure or
misappropriation by third-parties of our confidahtr proprietary information could enable commesttto quickly duplicate or surpass our technolalgachievements,
thus eroding our competitive position in our marki#e seek to protect confidential or proprietafpimation in part by confidentiality agreementshwitur employees,
consultants and third-parties. While we requireofitbur employees, consultants, advisors and any-garties who have access to our proprietary khow, informatiot
and technology to enter into confidentiality agreams, we cannot be certain that this knmow, information and technology will not be dis@dsor that competitors w
not otherwise gain access to our trade secretelependently develop substantially equivalent imfation and techniques. These agreements may bm&teah or
breached, and we may not have adequate remediasyf@uch termination or breach. Furthermore, thgseements may not provide meaningful protectiorotir trade
secrets and know-how in the event of unauthorizedar disclosure. To the extent that any of ouf stare previously employed by other pharmaceutical
biotechnology companies, those employers may ailagations of trade secrets and other similarnakain relation to their drug development activifiesus.
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If our efforts to protect the proprietary nature dhe intellectual property related to our producise not adequate, we may not be able to competéffely in
our markets.

The strength of our patents in the biotechnology gimarmaceutical field involves complex legal aoiérstific questions and can be uncertain. In addito the
rights we have licensed from pSivida relating to product candidates, we rely upon intellectuaperty we own relating to our products, includingguas, patent
applications and trade secrets. As of Decembe2@®12, we owned one pending non-provisional U.dityupatent application, one European patent apfiboi, one
issued U.S. design patent and corresponding afiplsain a number of other jurisdictions, relatiogour applicator for ILUVIEN. As of December 31012, we also
owned one allowed or issued U.S. utility pateratiefy to reduced incidence of intraocular prestmrering surgery a year or more after treatment WitJVIEN with
corresponding applications in a number of othdsglictions. In March 2013, we received notice that pending non-provisional U.S. utility patent wdissue. Our
patent applications may be challenged or fail suitein issued patents and our existing or fut@epts may be too narrow to prevent third-partiesifdeveloping or
designing around these patents. As of Decembe2®L, the patent rights relating to ILUVIEN licedge us from pSivida include three U.S. patents éxpire betwee
March 2019 and April 2020, one European patentrégin April of 2021, and counterpart filings tioelse patents in a number of other jurisdictionspBlent term
extension will be available for any of these U.&epts, European patent or any of our licensed &.Suropean pending patent applications. Afteséhgatents expire
April 2020 in the U.S. and April of 2021 in Europeg will not be able to block others from marketi#yc in an insert similar to ILUVIEN in the U.S. ©@allowed or
issued U.S. utility patent relating to reduced diecice of intraocular pressure lowering surgery exfdire in the U.S. in July of 2031 and may providetection for
specific uses of FAc. Moreover, it is possible thahirdparty could successfully challenge the scope (kkether a patent is infringed), validity and ectability of ou
licensed patents prior to patent expiration andiokdpproval to market a competitive product.

Further, the patent applications that we licenseame filed may fail to result in issued patentsm® claims in pending patent applications filedicansed by us
have been rejected by patent examiners. Thesesctaey need to be amended. Even after amendmeatgat pnay not be permitted to issue. Further, xisieg or
future patents to which we have rights based oragteement with pSivida may be too narrow to pretkérd-parties from developing or designing around thegergs
Additionally, we may lose our rights to the pateatsl patent applications we license in the eveatlmeach or termination of the license agreenMatufacturers may
also seek to obtain approval to sell a genericdeensf ILUVIEN prior to the expiration of the relawnt licensed patents. If the sufficiency of thealite or strength of
protection provided by the patents we license waipect to ILUVIEN or the patents we pursue relateginother product candidate is threatened, itdcdissuade
companies from collaborating with us to develop] tireaten our ability to commercialize ILUVIEN aadr other product candidates. Further, if we enteudelays in
our clinical trials, the period of time during whigve could market ILUVIEN and our other product digiates under patent protection would be reducezrély on
trade secret protection and confidentiality agre®ms# protect certain proprietary kndww that is not patentable, for processes for whitients are difficult to enfor
and for any other elements of our development msEewWith respect to ILUVIEN and our other prodissididates that involve proprietary know-how, infiation and
technology that is not covered by patent appliceti®Vhile we require all of our employees, consiiftaadvisors and any thipghrties who have access to our proprie
know-how, information and technology to enter intmfidentiality agreements, we cannot be certaan ttis know-how, information and technology wititrbe
disclosed or that competitors will not otherwis@ngaccess to our trade secrets or independentlgloesubstantially equivalent information and teghes. Further, the
laws of some foreign countries do not protect prdpry rights to the same extent as the laws ofMi& As a result, we may encounter significanbf@ms in protecting
and defending our intellectual property both inth&. and abroad. If we are unable to protect éerdkthe intellectual property related to our teslbgies, we will not
be able to establish or maintain a competitive athge in our market.

Third-party claims of intellectual property infringment may prevent or delay our discovery, develapna@d commercialization efforts with respect to
ILUVIEN and our other product candidates

Our commercial success depends in part on avoidfriggement of the patents and proprietary rigiftthird-parties. Third-parties may assert thatare
employing their proprietary technology without awuibation. In addition, at least several issued pernding U.S. patents claiming methods and devarethe treatment
of eye diseases, including through the use of steromplants and injections into the eye, purportover aspects of ILUVIEN.

Although we are not currently aware of any litigatior other proceedings or third-party claims é¢liectual property infringement related to ILUVIERe
pharmaceutical industry is characterized by exteniigation regarding patents and other inteliatproperty rights. Other parties may in the fatallege that our
activities infringe their patents or that we arepéoying their proprietary technology without autization. We may not have identified all the pateptgent applications
or published literature that affect our busines#iseziby blocking our ability to commercialize oupgduct, by preventing the patentability of one @renaspects of our
products or those of our licensors or by coverlreggtame or similar technologies
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that may affect our ability to market our produte cannot predict whether we would be able to atadicense on commercially reasonable terms,aflafny inability
to obtain such a license under the applicable patancommercially reasonable terms, or at all, hveaye a material adverse effect on our abilitydmmercialize
ILUVIEN or other products until such patents expire

In addition, third-parties may obtain patents ia thture and claim that use of our product canéglat technologies infringes upon these patentshé&umore,
parties making claims against us may obtain injueair other equitable relief, which could effeetiy block our ability to further develop and comuielize one or
more of our product candidates. Defense of themies| regardless of their merit, would involve dahsal litigation expense and would be a substhdiversion of
employee resources from our business. In the efemsuccessful claim of infringement against us,may have to pay substantial damages, obtainomem licenses
from third-parties or pay royalties, or we may b@eed from further developing or commercializiogr product candidates and technologies. In addigeen in the
absence of litigation, we may need to obtain liesrfsom third-parties to advance our researchlowatommercialization of our product candidates] ae have done
so from time to time. We may fail to obtain futlieenses at a reasonable cost or on reasonabls,térat all. In that event, we may be unable thfer develop and
commercialize one or more of our product candidatésch could harm our business significantly.

We may become involved in lawsuits to protect ofoece our patents or the patents of our licensovehich could be expensive, time consuming and
unsuccessful.

Competitors may infringe our patents or the patefhtsur licensors. To counter infringement or uhawized use, we may be required to file infringet@aims,
which can be expensive and time consuming. In exidiin an infringement proceeding, a court mayidkethat a patent of ours or our licensors is r@dithor is
unenforceable, or may refuse to stop the othey g using the technology at issue on the grouhdsour patents do not cover the technology estjan. An advers
result in any litigation or defense proceedingsl@qut one or more of our patents at risk of bemglidated or interpreted narrowly and could put patent
applications at risk of not issuing.

Interference proceedings brought by the U.S. PatedifTrademark Office may be necessary to deterthmeriority of inventions with respect to our @ails and
patent applications or those of our collaboratorécensors. An unfavorable outcome could requsé¢aicease using the technology or to attemptémsie rights to it
from the prevailing party. Our business could berie if a prevailing party does not offer us arise on terms that are acceptable to us. Litigatranterference
proceedings may fail and, even if successful, neaylt in substantial costs and distraction of oanagement and other employees. We may not be@ptevent, alon
or with our licensors, misappropriation of our piiefary rights, particularly in countries where thers may not protect those rights as fully ahmt.S.

Furthermore, because of the substantial amournisobdery required in connection with intellectuabperty litigation, there is a risk that some of oanfidential
information could be compromised by disclosure miyithis type of litigation. In addition, there cddle public announcements of the results of hesrimgtions or
other interim proceedings or developments. If Séegranalysts or investors perceive these resuli® negative, it could have a substantial adveffeet on the price of
our common stock.

Product liability lawsuits could divert our resoues, result in substantial liabilities and reducegltommercial potential of our products.

The risk that we may be sued on product liabiligiros is inherent in the development of pharmaceauproducts. We face a risk of product liabiligpesure
related to the testing of our product candidatediiical trials and will face even greater riskgon any commercialization by us of our product ¢daigs. We believe
that we may be at a greater risk of product ligbiiaims relative to other pharmaceutical compsibiecause our products are inserted into the age & possible that
we may be held liable for eye injuries of patient® receive our product. These lawsuits may diwartmanagement from pursuing our business stratedymay be
costly to defend. In addition, if we are held lalph any of these lawsuits, we may incur substhldiilities and may be forced to limit or forearther
commercialization of one or more of our productéhdugh we maintain product liability insurance eang our clinical trial activities and our prodwsztles, our
aggregate coverage limit under these insuranceigslis $10.0 million, and while we believe thisamt of insurance is sufficient to cover our pradiability
exposure, these limits may not be high enoughltp ¢over potential liabilities. The insurance pides worldwide coverage where allowed by law. Asdpict revenue
is generated in new countries, we intend to olstampulsory coverage in those countries that requikdowever, we may not be able to obtain or namsufficient
insurance coverage at an acceptable cost or otheetwviprotect against potential product liabiligims, which could prevent or inhibit the commekgieoduction and
sale of our products.
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Legislative or regulatory reform of the health casystem in the U.S. and foreign jurisdictions magheersely impact our business, operations or finaaici
results.

Our industry is highly regulated and changes intiaay adversely impact our business, operationsancial results. In particular, in March 2010, fretient
Protection and Affordable Care Act, or PPACA, anélated reconciliation bill were signed into lalhis legislation changes the current system oftheale insurance
and benefits intended to broaden coverage andat@usts. The law also contains provisions thak affect companies in the pharmaceutical industy ather
healthcare related industries by imposing additionats and changes to business practices. Prosisitfecting pharmaceutical companies include ¢lieviing:

* Mandatory rebates for drugs sold into the Medipaogram have been increased, and the rebateeatgnt has been extended to drugs used in risédbas
Medicaid managed care plans.

* The 340B Drug Pricing Program under the Pubkalth Services Act has been extended to requireatary discounts for drug products sold to certaitical
access hospitals, cancer hospitals and other abeeréies.

* Pharmaceutical companies are required to off@odints on brand-name drugs to patients who fitlimthe Medicare Part D coverage gap, commorfigrred
to as the “Donut Hole.”

« Pharmaceutical companies are required to pananal non-tax deductible fee to the federal gawemt based on each company’s market share of yeéar
total sales of branded products to certain fedezalthcare programs, such as Medicare, Medicaidafment of Veterans Affairs and Department of Deée
The aggregate industry-wide fee is expected td $28 billion through 2019, of which $2.8 billionilwbe payable in 2013. Since we expect our branded
pharmaceutical sales to constitute a small podidhe total federal health program pharmaceutitaiket, we do not expect this annual assessmémvio a
material impact on our financial condition.

* The law provides that biologic products may reed 2 years of market exclusivity, with a possisibe month extension for pediatric products. Attes
exclusivity ends, generic manufacturers will benpigted to enter the market, which is likely to reduhe pricing for such products and could affeet t
company'’s profitability. In addition, generic maaafurers will be permitted to challenge one or najrthe patents for a branded drug after a proguct
marketed for four years.

The full effects of the U.S. healthcare reform $gfion cannot be known until the new law is impéerted through regulations or guidance issued b treers
for Medicare & Medicaid Services and other federad state healthcare agencies. The financial imgfabe U.S. healthcare reform legislation overriegt few years
will depend on a number of factors including but lmited to the policies reflected in implementiregulations and guidance and changes in salesnesldior products
affected by the new system of rebates, discourdders. If ILUVIEN is approved by the FDA, the Ielgition may also have a positive impact on ourrtutiet sales, if
any, by increasing the aggregate number of pensdhshealthcare coverage in the U.S., but sucteames are unlikely to be realized until approxity2614, at the
earliest.

In addition, in September 2007, the Food and Drdgistration Amendments Act of 2007 was enactethgithe FDA enhanced post-marketing authority
including the authority to require post-marketitgdses and clinical trials, labeling changes basedew safety information and compliance with esiluations and
mitigation strategies approved by the FDA. The FPaxercise of this authority could result in delayincreased costs during product developmenticei trials and
regulatory review, increased costs to ensure c@mpd with post-approval regulatory requirementsgotdntial restrictions on the sale and/or distidouof approved
products.

Further, in some foreign countries, including thé &d Canada, the pricing of prescription pharmicals is subject to governmental control. In thesentries,
pricing negotiations with governmental authorittes take 12 months or longer after the receipégtitatory approval and product launch. To obtaimbersement or
pricing approval in some countries, we may be neglio conduct a clinical trial that compares thsteffectiveness of our product candidate to otheila@via therapie:
Our business could be materially harmed if reiméomsnt of our products is unavailable or limited@ope or amount or if pricing is set at unsatisfactevels.

Moreover, we cannot predict what healthcare refmitratives may be adopted in the future. Furthestefral and state legislative and regulatory devetogs are
likely, and we expect ongoing initiatives in theSUto increase pressure on drug pricing. Suchmef@ould have an adverse effect on anticipatechtesefrom product
candidates that we may successfully develop and/filch we may obtain regulatory approval and mdgcafour overall financial condition and ability develop drug
candidates.
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If we use hazardous and biological materials in anmmer that causes injury or violates applicable lawe may be liable for damages.

Our research and development activities may invtiieecontrolled use of potentially hazardous sulzgts, including chemical and biological materikds.
addition, our operations may produce hazardousenasiducts. Federal, state and local laws and aégok in both the U.S. and Canada govern therngrufacture,
storage, handling and disposal of hazardous migteAiihough we believe that our procedures for, lisedling, storing and disposing of these mat&damply with
legally prescribed standards, we may incur sigaiftadditional costs to comply with applicable lawshe future. Also, even if we are in compliangéh applicable
laws, we cannot completely eliminate the risk afitemnination or injury resulting from hazardous miale and we may incur liability as a result of auch
contamination or injury. In the event of an accigleve could be held liable for damages or penalizid fines, and the liability could exceed ouraesces. We do not
have any insurance for liabilities arising from &alous materials. Compliance with applicable emritental laws and regulations is expensive, andentior future
environmental regulations may impair our reseadelvelopment and production efforts, which couldhihaur business, operating results and financiadlitiom.

Our ability to use our net operating loss carry-fwards may be limited.

At December 31, 2012, we had U.S. federal and sttteperating loss (NOL) carry-forwards of appnoately $142.5 million and $126.0 million, respeetiy
which expire at various dates beginning in 2020ulgh 2032. Section 382 of the Internal Revenue Qiodts the annual utilization of NOL carrfprwards and tax crec
carry-forwards following an ownership change in company. NOL carry-forwards may be subject to ahfimitations under Internal Revenue Code Sec®a (or
comparable provisions of state law) in the eveat tiertain changes in ownership of our company weoecur. In general, an ownership change ocaurpdrposes of
Section 382 if there is a more than 50% changevimeoship of a company over a 3-year testing pefbe. issuance of the Series A Convertible Prefestedk on
October 2, 2012 constituted such a change in owigerg/e are currently performing a formal analysfi®ur NOLs in connection with IRC Section 382 agsult of this
change to determine the extent of the limitatioowf NOL carry-forwards.

We incur significant increased costs as a resultagferating as a public company, and our managemsitequired to devote substantial time to new coiapte
initiatives.

As a public company, we incur significant legalc@enting and other expenses that we did not insar private company. The Sarba@edey Act of 2002, as we
as rules subsequently implemented by the SEC ar®iM®), has imposed various new requirements on @eblinpanies, including requiring establishment and
maintenance of effective disclosure and finanaisitols and changes in corporate governance peacti@ur management and other personnel are redaicslote a
substantial amount of time to these new compliamitiatives. Moreover, these rules and regulatibage substantially increased our legal and findmrcimpliance costs
and have made some activities more time consurmdgastly. These rules and regulations may makeie difficult and more expensive for us to maimtir existin
director and officer liability insurance or to oltaimilar coverage from an alternative provider.

The Sarbanes-Oxley Act requires, among other thithgé we maintain effective internal controls fimancial reporting and disclosure controls andcedures. In
particular, pursuant to Section 404 of the Sarb&wdsy Act (Section 404), we may be required tdf@en system and process evaluation and testingiointernal
controls over financial reporting to allow manageire report on the effectiveness of our interraitools over financial reporting. Our testing, be subsequent testing
by our independent registered public accounting,fif required, may reveal deficiencies in our in& controls over financial reporting that are ed to be material
weaknesses. Our compliance with Section 404 waddire us to continue to incur substantial accogngixpense and expend significant management £fitie
currently do not have an internal audit group, ednay need to hire additional accounting and firerstaff. Moreover, if we are not able to compligh the
requirements of Section 404 in a timely mannef @& or our independent registered public accogrfitm identifies deficiencies in our internal cools over financial
reporting that are deemed to be material weaknetteemarket price of our stock could decline ardoguld be subject to sanctions or investigatignSlIASDAQ, the
SEC or other regulatory authorities, which woulduiee additional financial and management resources

Risks Relating to Our Financial Results and Need fdrinancing
Fluctuations in our quarterly operating results andash flows could adversely affect the price of @mammon stock.

We expect our operating results and cash flowstsubject to quarterly fluctuations. The revenuegyenerate, if any, and our operating resultsheilaffected by
numerous factors, including, but not limited to:
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» the commercial success of our product candidagesicplarly ILUVIEN in the EU

e our ability to obtain regulatory approval of ILUMNEIn additional jurisdiction:

» the emergence of products that compete with owfymocandidate

e the status of our preclinical and clinical devel@mprogram:

* variations in the level of expenses related toeousting product candidates or preclinical andicihdevelopment progran

e execution of collaborative, licensing or other agaments, and the timing of payments received afenuader those arrangeme
« any intellectual property infringement lawsuitsithich we may become a party;

* regulatory developments affecting our product cdatdis or those of our competits

If our quarterly operating results fall below thepectations of investors or securities analyses pifice of our common stock could decline subsadinti
Furthermore, any quarterly fluctuations in our @pieig results and cash flows may, in turn, causeptite of our stock to fluctuate substantially. Wédieve that
quarterly comparisons of our financial results@senecessarily meaningful and should not be reljgzh as an indication of our future performance.

Exchange rate fluctuations could cause a declineanr financial condition and results of operations.

As a result of our European operations, we areestilp increased risk because we incur a signifipartion of our operating expenses and receiverregs in
multiple currencies other than the U.S. dollar. &ample, in Europe where we have operating cosifaoreign currency, we are subject to risk if filmeign currency ii
which our costs are paid appreciates against tirerazy in which we generate revenue because theeppon effectively increases our cost in thairdoy.

The financial condition and results of operatiohsame of our operating entities are reported meifm currencies and then translated into U.Sadekt the
applicable exchange rate for inclusion in our ctidated financial statements. As a result, apptexisof the U.S. dollar against these foreign coeies generally will
have a negative impact on our reported operatisgel® while depreciation of the U.S. dollar agaimsse foreign currencies will generally have a fpasiffect on
reported operating losses. We do not seek to rtitgs translation effect through the use of derixe financial instruments. To the extent we arahle to match
revenues received in foreign currencies with cpatd in the same currency, exchange rate fluctngtiio that currency could have a material adveffeeteon our

business and results of operations.

We may need additional capital to support our gromivhich may be difficult to obtain and restrict ewperations and will result in additional dilutiorto our
stockholders

Our business may require additional capital thahese not yet secured. Including the net proceexts bur Series A Convertible Preferred Stock finagc
completed in the fourth quarter of 2012, basedwrcarrent plans, we believe our cash and cashvalguits will be sufficient to fund our operatioreybnd the projecte
commercialization of ILUVIEN in the United Kingdorfrance and Germany and the expected generatimverfiue in 2013, at the earliest. However, theahetonount
of funds that we will need will be determined bymydactors, some of which are beyond our contiadl, we may need funds sooner than currently anteipd hese
factors include but are not limited to:

» the amount of our future operating los
« third party expenses relating to the commerciabradf ILUVIEN;
» the level of success of the initial commercial leluof ILUVIEN in the United Kingdom, France and Gemy

» the status of our new drug application for ILUVIENthe U.S.

» the $25 million milestone payment owed to pSividahe event that ILUVIEN is approved in the U
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« the timing of approvals, if any, of ILUVIEN in adatinal jurisdictions
« the need and cost of conducting additional clinidals for ILUVIEN;
« the amount of our research and development, mackatid general and administrative expel

« the extent to which we enter into, maintain, dedve revenues from licensing agreements, inolydigreements to out-license ILUVIEN, researchather
collaborations, joint ventures and other businesmgements;

« the extent to which we acquire, and our succesgégrating, technologies or companies;
» regulatory changes and technological developmersii market:

General market conditions or the market price afammmon stock may not support capital raisingdaations such as an additional public or privaterfy of
our common stock or other securities. In additaur, ability to raise additional capital may be degent upon our stock being quoted on the NASDAGh&ldlarket or
upon obtaining shareholder approval. There carobessurance that we will be able to satisfy thiega for continued listing on NASDAQ or that welhide able to
obtain shareholder approval if it is necessarydfare unable to obtain additional funds on a ynheisis or on terms favorable to us, we may beiredjtio cease or
reduce further commercialization of ILUVIEN, to eeaor reduce certain research and developmentcgspje sell some or all of our technology or assetbusiness
units or to merge all or a portion of our busine#ts another entity. In the event additional finemgcis needed or advisable, we may seek to fundparations through
the sale of equity securities, additional debtririag and strategic collaboration agreements. Weatzbe sure that additional financing from anyhafse sources will t
available when needed or that, if available, thditamhal financing will be obtained on terms favbl@to us or our stockholders especially in lighthe current difficult
financial environment. If we raise additional furtisselling shares of our capital stock, the owmigrinterest of our current stockholders will bautd. In addition, our
Series A Convertible Preferred Stock is entitlegrice-based anti-dilution protection in connectiwith certain financings, which has the potentiefurther dilute our
other stockholders. If we attempt to raise addéldonds through strategic collaboration agreememtsmay not be successful in obtaining collaboratigreements, or
in receiving milestone or royalty payments undesthagreements, or the terms of the debt may iew&gnificant cash payment obligations as wellasnants and
specific financial ratios that may restrict ourlipito commercialize our product candidates orrapeour business. For example, under the senioiresé credit facility,
which we entered into in October 2010 (Credit Rggilwe are subject to a variety of affirmativedamegative covenants, including required finan@glbrting,
limitations on our cash balances, limitations o disposition of assets, limitations on the incoceeof additional debt, and other requirementssdaure the
performance of our obligations under the Creditilffgcwe pledged all of our assets, including @utellectual property to the lenders. Our failuwecomply with the
covenants under the Credit Facility could resultinevent of default, the acceleration of our detat the loss of our assets. Any declaration ofvamteof default could
significantly harm our business and prospects antbocause our stock price to decline. Insufficiemids may require us to delay, scale back, orieéite some or all of
our activities, and if we are unable to obtain &#ddal funding, there may be substantial doubt &lbow ability to continue as a going concern.

Risks Related to Our Common Stock

Our stock price has been and may continue to beati#, and the value of an investment in our commstock may decline.

We completed our IPO in April 2010 at a price oL $ID per share. Subsequently, our common stockéded as low as $1.09 per share. The realizafianyof
the risks described in these risk factors or otiméoreseen risks could have a dramatic and adeéfeset on the market price of our common stock. fading price of
our common stock is likely to continue to be highbjatile and could be subject to wide fluctuati@amsesponse to various factors, some of whichbasend our contro

These factors include:

e our ability to successfully commercialize ILUWEN the EU, including our ability to build our ovaommercial infrastructure for the sale of ILUVIEN
Germany, the United Kingdom and France;

« the ability of ILUVIEN to be approved in any additial jurisdiction

« the ability of ILUVIEN or any of our product canditks, if approved in additional jurisdictions, ttheeve commercial succe
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* results from our clinical trial progran
* FDA or international regulatory actions, includifagiure to receive regulatory approval for any af product candidate
e quarterly variations in our results of operationshmse of our competitol
» our ability to develop and market new and enhampeeduct candidates on a timely be

e announcements by us or our competitors of attiuis, regulatory approvals, clinical milestonesy products, significant contracts, commerciatiehships
or capital commitments;

e thirdparty coverage and reimbursement polit

* additions or departures of key persor

e commencement of, or our involvement in, litigat

« our ability to meet our repayment and other obiayet under our credit facilit
« changes in governmental regulations or in the statwur regulatory approva
» changes in earnings estimates or recommendatiossduwyities analys

e any major change in our board of directors or manant

* general economic conditions and slow or negatiesvigr of our markets; ai

« political instability, natural disasters, war andéoents of terrorisr

From time to time, we estimate the timing of theamplishment of various scientific, clinical, regtdry and other product development goals or nufe=t. Thes
milestones may include the commencement or conapleti scientific studies and clinical trials, théomission of regulatory filings, the notificatiofithe results of
regulatory filings and the anticipated commercgairich of our product candidates. Also, from timértee, we expect that we will publicly announce #mgicipated
timing of some of these milestones. All of theséestdbnes are based on a variety of assumptionsadtoal timing of these milestones can vary draca#yi compared t
our estimates, in some cases for reasons beyormbatrol. If we do not meet these milestones adiglytannounced, our stock price may decline ared th
commercialization of our product and product caatéd may be delayed.

In addition, the stock market has experienced marprice and volume fluctuations that have ofteenbenrelated or disproportionate to the operaterfopmance
of publicly traded companies. Broad market and stiqufactors may seriously affect the market pdteompanies’ stock, including ours, regardlesaattial operating
performance. These fluctuations may be even maneounced in the trading market for our stock. Iditidn, in the past, following periods of volatylitn the overall
market and the market price of a particular comjgmsgcurities, securities class action litigatia@s loften been initiated against these companiés.lifigation, if

brought against us, could result in substantialscasd a diversion of our management’s attenti@hrasources.

Certain of our stockholders have the ability to dool the outcome of matters submitted for stockhetdapproval and may have interests that differ frdimose o
our other stockholders.

As of December 31, 2012, our executive officery, dmployees, directors and their affiliates anditivestors that participated in our Series A Cotibkr
Preferred Stock financing beneficially owned, ia tiggregate,a majority of the outstanding votinggroof our common stock, assuming the exercis@@®butstanding
Warrants to purchase shares of our Series A CahieeRreferred Stock. As a result, these stockhie|dBacting together, may be able to exercisai@nt influence
over all matters requiring stockholder approvat)uding the election of directors and the apprafaignificant corporate transactions, and thisoeutration of voting
power may have the effect of delaying or impediaipas that could be beneficial to you, includirggiens that may be supported by our Board of Daesct

41




Table of Contents

In addition, the terms of the Series A ConvertPteferred Stock provide that certain corporateoastrequire the prior consent of the holders ¢éadt 70% of th:
then outstanding shares of Series A ConvertibléeRes Stock.

We currently do not intend to pay dividends on aoemmon stock and, consequently, your only opportyrio achieve a return on your investment is if tpeice
of our common stock appreciates.

We do not anticipate that we will pay any cashatvids on shares of our common stock for the foededuture. Any determination to pay dividendsha future
will be at the discretion of our Board of Direct@nsd will depend on results of operations, finaho@eadition, contractual restrictions, restrictidnmgosed by applicable
law and other factors our Board of Directors deestesvant. Further, for so long as at least 37.5%h@fshares of Series A Convertible Preferred Stoicinally issued
to the investors at the closing of our Series Aveotible Preferred Stock financing in October 2@t held by the initial investors or their affigat we may not, witho
first obtaining the approval of the holders ofesdt 70% of the then outstanding shares of Seriéerivertible Preferred Stock, declare or pay amiddind or
distribution on any shares of capital stock; predidhowever, that this restriction shall not apgplyA) dividends payable to holders of common stihekt consist solely
of shares of common stock for which adjustmenh&donversion price of the Series A Convertibl€d?red Stock is made pursuant to the certificatdasignation or
(B) dividends or distributions issued pro rataltdalders of capital stock (on an as-convertedd)as connection with the implementation of a “gpam pill” rights plan
or similar plan by us. Accordingly, realizationafjain on your investment will depend on the apptien of the price of our common stock, which nmegwer occur.

Significant sales of our common stock could depresseduce the market price of our common stock,aause our shares of common stock to trade belog th
prices at which they would otherwise trade, or intlgeour ability to raise future capita

A small number of institutional investors and ptevaquity funds hold a significant number of sharesur common stock and all of our shares of Sekie
Convertible Preferred Stock and Series A Convertitreferred Stock Warrants. Sales by these stod&obf a substantial number of shares, or theatapen of such
sales, could cause a significant reduction in theket price of our common stock. Additionally, asshmumber of investors have rights, subject tdaierconditions, to
require us to file registration statements to peth@ resale of their shares in the public markeb anclude their shares in registration statemémat we may file for
ourselves or other stockholders.

In addition to our outstanding common stock, aBefember 31, 2012, there were a total of 5,493sbid®es of common stock that we have registeredratdve
are obligated to issue upon the exercise of cuyrentstanding options granted under our equitemiive plans. Upon the exercise of these optionaccordance with
their respective terms, these shares may be résely, subject to restrictions imposed on ourliatis under the SEC’s Rule 144. If significanesabf these shares
occur in short periods of time, these sales caedidice the market price of our common stock. Anyicédn in the trading price of our common stockldampede our
ability to raise capital on attractive terms.

Actual or perceived significant sales of our comrstotk could depress or reduce the market priceioEommon stock, cause our shares of common sbaclde
below the prices at which they would otherwise éradimpede our ability to raise future capital.

Future sales and issuances of our equity securit@gights to purchase our equity securities, inding pursuant to our equity incentive plans, wouldsult in
dilution of the percentage ownership of our stockHers and could cause our stock price to fall.

To the extent we raise additional capital by isguequity securities; our stockholders may expegesubstantial dilution. We may sell common stockwvertible
securities or other equity securities in one oreneansactions at prices and in a manner we deterfrom time to time. If we sell common stock, certible securities
or other equity securities in more than one trati@acinvestors may be diluted by subsequent s8lesh sales may also result in material dilutionuoexisting
stockholders, and new investors could gain righgesor to existing stockholders. In addition, 8eries A Convertible Preferred Stock is entitlegrice-based anti-
dilution protection in connection with certain fmangs, which has the potential to further dilute other stockholders.

Pursuant to our 2010 Equity Incentive Plan, ourrBad Directors is authorized to grant stock opsioém our employees, directors and consultants.ntingber of
shares available for future grant under our 2010itdncentive Plan increases each year by an ategunal to the lesser of 4% of all shares of opitahstock
outstanding as of January 1st of each year, 2,00Gbares, or such lesser number as determinedrtBoard of Directors. On January 1, 2013, an &ufuit 1,261,651
shares became available for future issuance unte2Gi0 Equity Incentive Plan in accordance with @dnnual increase. In
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addition, we have reserved 494,422 shares of auran stock for issuance under our 2010 EmployeekSRairchase Plan. The number of shares eligiblpdachase i
replenished as of January 1st of each year in auanequal to the shares purchased under thepldue ipreceding year. As such, on January 1, 2813dditional
15,984 shares became available for future issuamder our 2010 Employee Stock Purchase Plan.

The Series A Convertible Preferred Stock contaimvenants that may limit our business flexibility.

For so long as at least 37.5% of the shares oéSériConvertible Preferred Stock originally isstedhe investors at the closing of our Series A@otible
Preferred Stock financing in October 2012 are bglthe initial investors or their affiliates, we ynaot, without first obtaining the approval of thelders of at least 70'
of the then outstanding shares of Series A CorblerBreferred Stock: (i) increase or decreaseulteazed number of shares of Series A Converfriferred Stock;
(i) authorize, create, issue or obligate us taesky reclassification, merger or otherwise) aggusity (or any class or series thereof) or angbtddness, in each case
that has any rights, preferences or privilegesosenj or on a parity with, the Series A ConvesiBireferred Stock, or any security convertible otexercisable for any
such security or indebtedness, subject to limitezptions for certain debt transactions; (iii) acheur certificate of incorporation or the certifieaf designation of the
Series A Convertible Preferred Stock, in each aasemanner that adversely affects the rights,quegice or privileges of the Series A Convertiblef@red Stock;

(iv) redeem, purchase or otherwise acquire (oriptyor set aside for a sinking fund for such pwgcany shares of common stock or preferred stokjded,
however, that this restriction shall not applyA9 the redemption of rights issued pursuant to ‘goyson pill” rights plan or similar plan adopteg bs after the closing
of the Series A Convertible Preferred Stock finagadr (B) the repurchases of stock from former eygés, officers, directors or consultants who peréa services fc
us in connection with the cessation of such emphaytor service pursuant to the terms of existimgaments with such individuals; (v) declare or pay dividend or
distribution on any shares of capital stock; predidhowever, that this restriction shall not apgplyA) dividends payable to holders of common stihekt consist solely
of shares of common stock for which adjustmenh&donversion price of the Series A Convertibl€d?red Stock is made pursuant to the certificatdasignation or
(B) dividends or distributions issued pro rataltdhalders of capital stock (on an as-convertedd)as connection with the implementation of a “gpam pill” rights plan
or similar plan by us; (vi) authorize or approve amcrease to the number of aggregate shares @htafock reserved for issuance pursuant to stgption, stock
purchase plans or other equity incentive plans shahthe total aggregate number of shares isso@erisuch plans and reserved for issuance undemsags (on an as-
converted basis) exceeds the number of shareglissukreserved for issuance under such plans (as-anonverted basis) on the date of the closingeBeries A
Convertible Preferred Stock financing by more tB&f% (as adjusted for stock splits, combinatiorsglstlividends, recapitalizations and the like),yied that any
increases resulting solely from the annual increassulting from the “evergreen” provisions of egumcentive plans in effect on the date of thesitig of the Series A
Convertible Preferred Stock financing shall noshbject to this restriction and shall not be ineldidor purposes of determining whether such 20%ease has
occurred; (vii) issue stock or other equity sedesibf any subsidiary (other than to us or anottfi@ur wholly-owned subsidiaries or declare or pay dividend or other
distribution of cash, shares or other assets @mgdion or repurchase of shares of any subsidarfuiii) incur any secured indebtedness other tentain limited debt
transactions. There is no guarantee that the tolfehe Series A Convertible Preferred Stock wagdrove any such restricted action, even where an@action woul
be in the best interests of our stockholders. Asilyife to obtain such approval could harm our bessrand result in a decrease in the value of aurrem stock.

Anti-takeover provisions in our charter and bylavesid in Delaware law could prevent or delay acquiit bids for us that you might consider favorablea
could entrench current management.

We are a Delaware corporation and the anti-takepraisions of the Delaware General Corporation lrasy deter, delay or prevent a change in control by
prohibiting us from engaging in a business comimmatvith an interested stockholder for a periodhoée years after the person becomes an intersstekholder, even
if a change in control would be beneficial to oxiséing stockholders. In addition, our restatedifieate of incorporation and bylaws may discouradgday or prevent a
change in our management or control over us tbakkblders may consider favorable. Our restatetificate of incorporation and bylaws:

¢ authorize the issuance of “blank chepk&ferred stock that could be issued by our Bo&mirectors to thwart a takeover atten

* do not provide for cumulative voting in the dlen of directors, which would allow holders of $ethan a majority of our outstanding common stac&léct
some directors;
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« establish a classified Board of Directors, assailt of which the successors to the directorsseterms have expired will be elected to serve fitwartime of
election and qualification until the third annuateting following their election;

e require that directors only be removed from officecause

» provide that vacancies on the Board of Directarsluiding newly created directorships, may be filbedly by a majority vote of directors then in ofj

e contain certain protective provisions in favor toé tholders of Series A Convertible Preferred S

« limit who may call special meetings of stockhold

e prohibit common stockholder action by written cartseequiring all actions of the holders of comnstack to be taken at a meeting of the stockholdere

« establish advance notice requirements for notingaandidates for election to the Board of Dicestor for proposing matters that can be acted yon
stockholders at stockholder meetings.

If securities or industry analysts do not publisiesearch or reports or publish unfavorable researmhreports about our business, our stock price anading
volume could decline.

The trading market for our common stock depengsaih on the research and reports that securitieglastry analysts publish about us, our businessmarket

or our competitors. If one or more of the analygi® covers us downgrades our stock, our stock pradd likely decline. If one or more of these aisé$ ceases to
cover us or fails to regularly publish reports @piaterest in our stock could decrease, whichdcoalise our stock price or trading volume to declin
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ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.
ITEM 2. PROPERTIES

Our U.S. headquarters are located in Alpharettar@a, consisting of approximately 14,000 squaes & office space. Our lease for this facility egp January
2015. Our EU headquarters are located in Fleetedr{ingdom, consisting of approximately 1,300 sguaet of office space. Our lease for this fagiikpires
December 2013. Management believes that the Idas#ities are suitable and adequate to meet thegamy’s anticipated neaerm needs. We anticipate that followi
the expiration of the leases, additional or altéweaspace will be available at commercially readua terms.

ITEM 3. LEGAL PROCEEDINGS

The Company is not a party to any material pentiggl proceedings, and management is not awaneyot@templated proceedings by any governmental
authority against the Company.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
PART Il

ITEM 5. MARKET FOR REGISTRANTS COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND ISUER PURCHASES OF EQUITY SECURITIE

Our common stock has been trading on The NASDAQ&IMarket (NASDAQ) under the symbol “ALIM” sinceun|PO on April 22, 2010. Prior to that time,
there was no established public trading markebémrcommon stock. The following table sets fortr,the periods indicated, the range of high anddale prices of our
common stock as reported by NASDAQ.

Year Ended December 31, 2012 High Low

First quarter 2012 $ 49C $ 1.1€
Second quarter 2012 $ 3.74  $ 2.2t
Third quarter 2012 $ 328 $ 2.07
Fourth quarter 2012 $ 28t $ 1.2¢
Year Ended December 31, 2011 High Low

First quarter 2011 $ 1092 $ 6.81
Second quarter 2011 $ 9.8z $ 7.5C
Third quarter 2011 $ 9.07 $ 6.4C
Fourth quarter 2011 $ 871 $ 1.0¢

Holders

As of March 26, 2013 there were 44 holders of r@@drour common stock.

Dividends

We have not declared or paid any cash dividendsuoitommon stock since our inception. We do nat ptepay dividends in the foreseeable future. Iditazh,
under our Credit Facility, we have agreed not tpqumay dividends so long as it has any outstandbiigjations thereunder. We currently intend to mre&arnings, if any,
to finance our growth. Consequently, stockholdetsnged to sell shares of our common stock toizea return on their investment, if any.

Recent Sales of Unregistered Securities
Sales of Unregistered Securities

On October 2, 2012, we sold units consisting ochggregate of 1,000,000 shares of our Series A CbbhePreferred Stock and Warrants to purchase an
additional 300,000 shares of Series A ConvertibiePred Stock (or such number of shares
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of our common stock then issuable upon conversi@uch shares of Series A Convertible Preferreditim a private placement to certain accreditestitintional
investors for $40.00 per unit. The sale of thesurgsulted in gross proceeds to us of $40.0 mipidor to the payment of related expenses.

No underwriters were involved in the foregoing saflsecurities. The issuances of the securitiesrite=i above were deemed to be exempt from retitrander
the Securities Act in reliance on Section 4(2)hef Securities Act under the Securities Act. Thépients of securities in such transaction represeifieir intention to
acquire the securities for investment only andwith a view to or for sale in connection with angtdbution thereof and appropriate legends wefiged to the stock
certificates issued in such transaction.

Use of Proceeds from Public Offering of Common Stoc

On April 21, 2010, our Registration Statement om#&-1 (File No. 333-162782) was declared effedtiy¢he SEC for our IPO, pursuant to which we sold
6,550,000 shares of our common stock at a publiesiofy price of $11.00 per share. We received netgeds of approximately $66.1 million from thiartsaction, after
deducting underwriting discounts, commissions aheérooffering costs. The underwriters of the ofigrivere Credit Suisse Securities (USA) LLC, Citigsdslobal
Markets Inc., Cowen and Company, LLC, and Oppen&esnCo., Inc. On April 27, 2010 we paid $15.2 ioifl to pSivida to satisfy our $15.0 million noteypale and
accrued but unpaid interest thereon. There have beenaterial changes in our use or planned upeogkeds from the initial public offering from thdgscribed in our
Quarterly Report on Form 10-Q for the quarter enddedch 31, 2010, filed with the SEC on June 7, 2010

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
Not applicable.

ITEM 7. MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be rieaconjunction with our audited annual consoligifinancial statements and the related notesappear
elsewhere in this Annual Report on Form 10-K. Higsussion contains forward-looking statementserfhg our current expectations that involve risksl
uncertainties. Actual results may differ materidigm those discussed in these forward-lookingest@&nts due to a number of factors, including tisesdorth in the
section entitled “Risk Factors” and elsewhere iisthnnual Report on Form 10-K. For further inforrmat regarding forward-looking statements, pleasterdo the
“Special Note Regarding Forward-Looking Statemetd Projections” at the beginning of Part | of ttAsinual Report on Form 10-K.

Overview

Alimera Sciences, Inc. (we, Alimera or the Compasyg biopharmaceutical company that specializésarmesearch, development and commercialization of
prescription ophthalmic pharmaceuticals. We arsgrdy focused on diseases affecting the backeoéite, or retina, because we believe these disessest well
treated with current therapies and represent dfisignt market opportunity.

Our most advanced product candidate is ILUVIENvhich has received marketing authorization inthiasthe United Kingdom, Portugal, France, Germangt
Spain, and has been recommended for marketing rézdtion in Italy, for the treatment of vision imipaent associated with chronic diabetic maculamealéDME)
considered insufficiently responsive to availalblerapies. DME is a disease of the retina that &ffiedividuals with diabetes and can lead to sevisien loss and
blindness. ILUVIEN has not been approved by the. B&d and Drug Administration (FDA).

We currently plan to launch ILUVIEN in Germany, thaited Kingdom and France in 2013, and are pugspiiting and reimbursement in those countriesuly
2012, we received a letter from Germany’s Fedesiat Committee indicating that the automatic obfiiga to submit a dossier on ILUVIEN, per the Arzamételmarkt-
Neuordnungsgesetz law, would not be necessarythan@ benefit assessment would not be requireckipteof this letter allows us to launch ILUVIEN @ermany
without price restriction. In January 2013, the tddiKingdom'’s National Institute for Health andr@dial Excellence (NICE) published final guidancdigating that
ILUVIEN is not cost effective for the treatment\agion impairment associated with chronic DME calesed insufficiently responsive to available théamiven the
cost of £56500. We subsequently submitted a simpliemt access scheme (PAS) for ILUVIEN to the Pathccess Schemes Liaison Unit (PASLWhich has been
agreed to by the United Kingdom's Department ofltHeend is now under consideration by NICE for irgtbn in its rapid review facility. Under this fétj, the
Appraisal Committee at NICE is expected to asdesspact of the ILUVIEN PAS on ILUVIEN's cost effiveness and determine whether an update to teatly
published final guidance is warranted.
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We submitted a New Drug Application (NDA) in Jur@l® for ILUVIEN in the U.S. with the U.S. Food abdug Administration (FDA) and in December 2010,
we received a Complete Response Letter (CRL) fleerHDA regarding our NDA. The primary concerns esped in the CRL centered on the benefits of ILUNVIE
treating DME patients versus the risk of its siffeats. Upon further analysis of the FAME Studyadtitrough its final readout at month 36, we deteadithat a pre-
planned subgroup of chronic DME patients demorestratgreater benefit to risk profile than the pdpulation dataset in our original NDA filing. Wetsnitted our
response to the CRL to the FDA in May 2011, inahgdadditional safety and efficacy data through @& of the FAME Study with an emphasis on the slwr®ME
subgroup. In November 2011, the FDA issued a se€@Ridto communicate that the NDA could not be appthin its then current form stating that the NDA dot
provide sufficient data to support that ILUVIENSafe and effective in the treatment of patients WME. The FDA stated that the risks of adversetieas shown for
ILUVIEN in the FAME Study were significant and wemet offset by the benefits demonstrated by ILUVIENhese clinical trials. In its second CRL, tH@Arindicatec
that we would need to conduct two additional chitials to demonstrate that ILUVIEN is safe afffigéetive for the proposed indication. During thesed quarter of
2012, we met with the FDA in an effort to gain @t®eunderstanding of the regulatory path for ILEW in the U.S. Based upon this meeting, we subthdteesponse
the second CRL to the FDA in the first quarter @12, which included additional analysis of the H#s@nd risks of ILUVIEN based upon clinical dat@ailable from
the FAME Study. We do not plan to conduct additidrals for DME at this time.

We commenced operations in June 2003. Since oapfitm we have incurred significant losses. As e€@nber 31, 2012, we have accumulated a deficit of
$231.1 million. We expect to incur substantial &ssthrough the projected commercialization of ILBMlas we:

. complete the clinical development and registratibh.UVIEN;

. prepare for the anticipated commercial launch &VIEN in the EU in 2013, at the earlie

. continue to seek regulatory approval of ILUVIENtie U.S. and other jurisdictiol

. evaluate the use of ILUVIEN for the treatment dietdiseases; a

. advance the clinical development of other new pecbdendidates either currently in our pipelinethat we may license or acquire in the fut

As of December 31, 2012, we had approximately $48lion in cash and cash equivalents.

We plan to proceed with the direct commercializatié ILUVIEN in Germany, the United Kingdom and Rec& in 2013. We believe that we has sufficient fund
available to fund our operations beyond the pregcommercialization of ILUVIEN in these EU coursi We do not expect the generation of revenué2013, and
therefore do not expect to have positive cash flmm operations until 2014, if at all. If ILUVIENsinot approved in additional jurisdictions or does generate
sufficient revenue, we may adjust our commerciahplso that we can continue to operate with owtiegi cash resources or seek to raise additiomahéing.

Our Agreement with pSivida US, Inc.

We entered into an agreement with pSivida US, (Im8ivida) for the use of fluocinolone acetonide (M pSividas proprietary delivery device in February 20
which was subsequently amended and restated in pSddda is a global drug delivery company comedtto the biomedical sector and the developmedtugf
delivery products. Our agreement with pSivida pilesi us with a worldwide exclusive license to depelnd sell ILUVIEN, which consists of a tiny polyiohe tube with
membrane caps that is filled with FAc in a poly\iaicohol matrix for delivery to the back of theeefpr the treatment and prevention of eye diseasksmans (other
than uveitis). This agreement also provides us wittorldwide non-exclusive license to develop agltESivida’s proprietary delivery device to delivather
corticosteroids to the back of the eye for thetimeant and prevention of eye diseases in humaner(tithn uveitis) or to treat DME by delivering armquound to the back
of the eye through a direct delivery method throaghncision required for a 25-gauge or larger teedlfe do not have the right to develop and sellig&'s proprietan
delivery device for indications for diseases owsidithe eye or for the treatment of uveitis. Fertlour agreement with pSivida permits pSividarengto any other
party the right to use its intellectual properjyt@ treat DME through an incision smaller tharnt tieuired for a 25-gauge needle, unless usingtecosteroid delivered
to the back of the eye, (ii) to deliver any compdontside the back of the eye unless it is to tPAAE through an incision required for a 25-gaugéaoger needle, or
(iii) to deliver non-corticosteroids to the backtbé eye, unless it is to treat DME through ansioti required for a 25-gauge or larger needle.

The agreement provides that after commercializasfdb UVIEN, profits, as defined in the amended agdtated agreement, will provide us with 80% eftlet
profits and pSivida with 20% of the net profits.donnection with this arrangement we are entittecetover 20% of commercialization costs of ILUVIER defined in
the agreement, incurred prior to product profit@bibut of pSivida's share of net profits. As of @&enber 31, 2012 and 2011, pSivida owed us $5.6
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million and $4.1 million, respectively, in commaatization costs. Due to the uncertainty of futurefits from ILUVIEN, we have fully reserved thesmaunts in the
accompanying unaudited consolidated financial states.

We will owe pSivida an additional milestone paymeh$25.0 million if ILUVIEN is approved by the FDAf we were to enter into any sub-license of ILBN,
we must share 20% of net profits and 33% of anyplgom milestone payments received from a sub-lexsrss defined in the agreement, with pSivida.

Our Credit Facility
Term Loan Agreement

On October 14, 2010 (Effective Date), we enteréd &nLoan and Security Agreement (Term Loan Agregjneith Silicon Valley Bank and MidCap Financial
LLP (Lenders). Pursuant to the original terms ef Term Loan Agreement, we were entitled to borrgviau$12.5 million, of which $6.25 million (Term ha A) was
advanced to us on the Effective Date. We wereledtib draw down the remaining $6.25 million untter Term Loan (Term Loan B and together with Temmart. A, the
Term Loan) if the FDA approved our NDA for ILUVIEpkior to or on July 31, 2011. On May 16, 2011, ltleeders and we amended the Term Loan Agreementn(Ter
Loan Madification) to, among other things, extemdillDecember 31, 2011 the date by which the FDAnhave approved the NDA in order for us to drawmlderm
Loan B and increase the amount of Term Loan B by%#illion to $11.0 million. In addition, the maity date of the Term Loan was extended from Oat@de 2013
to April 30, 2014 (Term Loan Maturity Date). Asesult of the issuance of the second CRL by the kKDMovember 2011, we did not draw down Term LoaloyB
December 31, 2011 and the availability to draw ddwrm Loan B expired.

We will owe the Lenders a final interest paymentlma Term Loan Maturity Date equal to 4% of thetaeimount borrowed. As of December 31, 2012 and 201
we recognized $209,000 and $128,000, respectigélyccrued interest expense, which is includedfielong-term liabilities, for the final intergsayment.

We were required to pay interest on Term Loan A ite of 11.5% on a monthly basis through July2811, and since August 2011, we have been regtgred
repay the principal in 33 equal monthly installngepitus interest at a rate of 11.5%.

If we repay Term Loan A prior to maturity, we mpsty to the Lenders a prepayment fee equal to 1fG¥%edotal amount of principal then outstandingyyided
that such fee will be reduced by 50% in the evieat the prepayment occurs in connection with amiadgpn of us.

To secure the repayment of any amounts borrowedrithd Term Loan Agreement, we granted to the Lesnadirst priority security interest in all of oassets,
including our intellectual property, however, tienlon our intellectual property will be released meet certain financial conditions. The occnceof an event of
default could result in the acceleration of ourigdttions under the Term Loan Agreement and an @ser¢o the applicable interest rate, and would péhe Lenders to
exercise remedies with respect to the collaterdeuthe Term Loan Agreement. We also agreed ngoletige or otherwise encumber our intellectual prigpassets.
Additionally, we must seek the Lenders’ approvabipto the payment of any cash dividends to oucldtolders.

On the Effective Date, we issued to the Lendergamis to purchase an aggregate of up to 39,778sleour common stock. Each of the warrants iscésable
immediately, has a per-share exercise price ofdfldnd has a term of 10 years. We estimated thedhie of warrants granted using the Black-Schofg#n pricing
model. The aggregate fair value of the warrantsestisnated to be $389,000. We allocated a portigheoproceeds from the Term Loan Agreement tonthgrants in
accordance with Accounting Standards Codificati®8@) 470-20-25-2Debt Instruments with Detachable Warraniss a result, we recorded a discount of $366,000
which is being amortized to interest expense usirgeffective interest method. The Lenders willdaertain registration rights with respect to tharss of common
stock issuable upon exercise of all of their watsawe paid to the Lenders an upfront fee of $62 &@dthe Effective Date and an additional fee d,880 in connectio
with the Term Loan Modification. In accordance witBC 470-50-40-17Debt — Modifications and Extinguishmentse are amortizing the unamortized discount on
Term Loan A and the $50,000 modification fee owertemaining term of Term Loan A, as modified. Tie@ders also hold warrants to purchase an aggrefageto
69,999 shares of our common stock, which would leeen exercisable only if Term Loan B had been ack@ As a result of the issuance of the second IBRbe
FDA in November 2011, we did not draw down Term @by December 31, 2011 and the ability to drawmiderm Loan B expired. Consequently, the warrants
issued to the Lenders in connection with Term LBaare not exercisable.

We are required to maintain our primary operating ather deposit accounts and securities accouttisSi¥icon Valley Bank, which accounts must remisat
least 50% of the dollar value of our accounts ldirsncial institutions.
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The weighted average interest rate of our notealgayo Silicon Valley Bank and MidCap FinancialR.approximates the rate at which we could obtain
alternative financing; therefore, the carrying amioaf the notes approximates their fair value.

On February 6, 2012, we received a letter fromLireders stating that they reserve the right torafisat recent events, including the issuance byRIDA of the
second CRL and a decrease in the market valuergdudalic equity securities, may represent a mdteripairment of the value of the collateral undes t.oan
Agreements. To date, the Lenders have not madeauahsertion, and in our opinion a material impairt of the value of the collateral has not ocalirre

Working Capital Revolver

Also on the Effective Date, we entered into a Laad Security Agreement with Silicon Valley Bankrquant to which we obtained a secured revolving ¢ih
credit (Working Capital Revolver) from Silicon Vajl Bank with borrowing availability up to $20.0 tith (Revolving Loan Agreement). On May 16, 201ilicSn
Valley Bank and we amended the Revolving Loan Agre to extend the maturity date of the Working i@dRevolver from October 31, 2013 to April 30,120

The Working Capital Revolver is a working capitalsked revolving line of credit in an aggregate anhofinp to the lesser of (i) $20.0 million, or (8% of
eligible domestic accounts receivable. As of Decendd, 2012 and 2011, respectively, no amountsruhéeWNorking Capital Revolver were outstandingueailable to
us. We may only draw on the revolving line of ctedjainst eligible U.S. domestic accounts rece&,alshich we would not expect to have prior to gnenich of
ILUVIEN in the U.S. Therefore, the revolving liné aredit, which expires in April 2014, is not cuntl/, and may never be, available to us.

Amounts advanced under the Working Capital Revoli#iibear interest at an annual rate equal ta8iliValley Banks prime rate plus 2.50% (with a rate floo
6.50%). Interest on the Working Capital Revolvell e due monthly, with the balance due at the miigtdate. On the Effective Date, we paid to Sitiddalley Bank ai
upfront fee of $100,000. In addition, if we termtimshe Working Capital Revolver prior to maturitye will be required to pay to Silicon Valley Banie of $200,000,
provided that such fee will be reduced by 50% @ékient such termination is in connection with eguasition of us.

To secure the repayment of any amounts borrowedruhd Revolving Loan Agreement, we granted ta&iliValley Bank a first priority security interastall of
our assets, including our intellectual propertywhwger, the lien on our intellectual property wi keleased if we meet certain financial conditidrige occurrence of an
event of default could result in the acceleratibour obligations under the Revolving Loan Agreetreamd an increase to the applicable interest aate would permit
Silicon Valley Bank to exercise remedies with retpe the collateral under the Revolving Loan Agneat. We also agreed not to pledge or otherwiseraher our
intellectual property assets. Additionally, we msesék Silicon Valley Bank’s approval prior to treeyment of any cash dividends to our stockholders.

Financial Operations Overview

We do not expect to generate any significant aolutii revenue until after the anticipated EU comma¢taunch of ILUVIEN in 2013, or unless or untilevobtain
regulatory approval in additional jurisdictions afid commercialize, our product candidates orderise additional products that generate revenwsddition to
generating revenue from product sales, we interséd to generate revenue from other sources sugpfint fees, milestone payments in connectidh waollaborative
or strategic relationships, and royalties resulfiogn the licensing of our product candidates atigointellectual property. We expect any reveneegenerate will
fluctuate from quarter to quarter as a result efrthture, timing and amount of any milestone payswe may receive from potential collaborative atrdtegic
relationships, as well as revenue we may receioa tipe sale of our products to the extent any aceessfully commercialized.

Research and Development Expenses

Substantially all of our research and developmgpegses incurred to date related to our continaperations have been related to the developmehtBfIEN.
In the event the FDA approves our NDA for ILUVIENe will owe an additional milestone payment of $&illion to pSivida. We anticipate that we willcuar
additional research and development expenses iiutine as we evaluate and possibly pursue thdaggy approval of ILUVIEN in additional jurisdians, the
development of ILUVIEN for additional indicationsr, develop additional product candidates. We reizegresearch and development expenses as thaycareeid. Ou
research and development expenses consist prinodrily

. salaries and related expenses for persc
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. fees paid to consultants and contract reseagdmiations (CRO) in conjunction with independgmntionitoring clinical trials and acquiring and
evaluating data in conjunction with clinical triaiscluding all related fees such as investigatants, patient screening, lab work and data coriqila
and statistical analysis;

. costs incurred with third parties related to thialelisshment of a commercially viable manufactunmgcess for our product candida
. costs related to production of clinical materiaisjuding fees paid to contract manufactui

. costs related to upfront and milestone paymentker inlicensing agreemen

. costs related to compliance with FDA, EU or othegulatory requiremen

. consulting fees paid to thigghrties involved in research and development aietszian:

. costs related to stock options or other stbaked compensation granted to personnel in developinnctions

We expense both internal and external developnesis @s they are incurred.

We expect that a large percentage of our reseatid@velopment expenses in the future will be irediin support of our current and future technipedclinical
and clinical development programs. These experaditare subject to numerous uncertainties in tefrbsth their timing and total cost to completione\Wxpect to
continue to develop stable formulations of our piccandidates, test such formulations in predinstudies for toxicology, safety and efficacy anadonduct clinical
trials for each product candidate. We anticipatelfog clinical trials ourselves, but we may engegkaboration partners at certain stages of clirdexelopment. As w
obtain results from clinical trials, we may eleztiscontinue or delay clinical trials for cert@iroduct candidates or programs in order to focugesources on more
promising product candidates or programs. Compietfoclinical trials by us or our future collaboveg may take several years or more, the lengtimef generally
varying with the type, complexity, novelty and intied use of a product candidate. The costs otalitiials may vary significantly over the life afproject owing to bt
not limited to the following:

. the number of sites included in the tri

. the length of time required to enroll eligible [atis

. the number of patients that participate in thdg)

. the number of doses that patients rec:

. the dropeut or discontinuation rates of patie

. the duration of patient followp;

. the phase of development the product candidate &k
. the efficacy and safety profile of the product ddate

Our expenses related to clinical trials are basedstimates of the services received and effopgemed pursuant to contracts with multiple reseanstitutions
and CROs that conduct and manage clinical trialswrbehalf. The financial terms of these agreemare subject to negotiation and vary from conti@contract and
may result in uneven payment flows. Generally, ¢hegreements set forth the scope of work to bepaed at a fixed fee or unit price. Payments utigeccontracts
depend on factors such as the successful enrollofigratients or the completion of clinical triallegtones. Expenses related to clinical trials gadheare accrued based
on contracted amounts applied to the level of pagarollment and activity according to the profodictimelines or contracts are modified basedmpbanges in the
clinical trial protocol or scope of work to be panhed, we modify our estimates of accrued expeasesrdingly on a prospective basis.

Our most advanced product candidate is ILUVIEN,alitas received marketing authorization in the &thKingdom, Austria, France, Germany, Portugal, and
Spain, and has been recommended for marketing r@zdtion in Italy, for the treatment of vision imipaent associated with chronic DME considered ifisigitly
responsive to available therapies. ILUVIEN hasbexn approved in the U.S. by the FDA or in anyspligtion other than as set forth above. In ordgrémt marketing
approval, a health authority such as the FDA ceifpr regulatory agencies must conclude that clisind preclinical data establish the safety anitadf of our product
candidates with an appropriate benefit to riskifgotlevant to a particular indication, and tha product can be manufactured under current GeantlfActuring
Practice (cGMP) in a reproducible manner to delterproduct’s intended performance in terms o$tighility, quality, purity and potency. Until osubmissions are
reviewed by health authorities, there is no wagreict the outcome of their review. Even if thimicll studies meet their predetermined primarypemuts, and a
registration dossier is accepted for filing, a tealuthority could still determine that an apprafgibenefit to risk relationship does not existtf@ indication that we are
seeking. We cannot forecast with any degree o&ireyt which of our product candidates will be sabj® future collaborations or how such
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arrangements would affect our development plarepital requirements. As a result of the uncertaintiscussed above, we are unable to determirgeithéon and
completion costs of our development projects orméued to what extent we will receive cash inflonan the commercialization and sale of an approvedyrt
candidate.

General and Administrative Expenses

General and administrative expenses consist pilynafrcompensation for employees in executive ashahiaistrative functions, including finance, accaongtand
human resources. Other significant costs includditias costs and professional fees for accounséind legal services, including legal services dased with obtaining
and maintaining patents. We expect to continuadari significant costs to comply with the corporgéeernance, internal control and similar requirete@pplicable to
public companies.

Marketing Expenses

Marketing expenses consist primarily of professidees and compensation for employees to assesothmercial opportunity of and developing market
awareness and launch plans for ILUVIEN. Other costlside professional fees associated with devatpplans for our product candidates and maintaipirgic
relations.

We expect significant increases in our marketing) selling expenses as we prepare for the commizatiain of ILUVIEN in the EU. We plan to proceedtivihe
direct commercialization of ILUVIEN in Germany, thinited Kingdom and France in 2013. Currently we emgaged, with the assistance of local consultamtse
pricing and reimbursement process in these cosrdrie are developing related market access plaasialie hired an Alimera European management tedpttaough
outsourced third party providers, are developingnasountry commercial infrastructure of approxiaigtthirty people in management and the field camatiincluding
sales representatives, market access personneiedidal science liaisons.

In preparation for a potential U.S. commercial letunf ILUVIEN, we began recruiting sales and mairiginfrastructure personnel with extensive ophtiiel
based sales experience in the fourth quarter 0d.20/e hired our marketing and managed marketstdigcahree sales directors and our four field-Basanaged
markets managers but did not add the personnehandthe costs of hiring and training an intersales force. We entered into a relationship witiC&lhLLC, a
contract sales force company, and would have etllitheir employees to act as our sales represesgatiwe had received approval of the ILUVIEN NBrvam the
FDA.

Due to the receipt of the second CRL, we eliminat@dsales management team and field-based manzaygets managers, as well as certain general and
administrative functions. We incurred $401,000 efspnnel and severance costs related to this waskfeduction in December of 2011 of which $206,8@8 payable
at December 31, 2011. All amounts due at Decembe2@L1 were paid to affected employees during/étae ended December 31, 2012.

In November 2012, we entered into an agreement@utintiles Commercial Europe Limited. Under the égment, Quintiles Commercial Europe Limited and its
affiliates (collectively, Quintiles Commercial) Wprovide certain services to us in relation to ¢eenmercialization of ILUVIEN, in certain countries Europe under
subsequent project orders. Such services may iachatketing, brand management, sales promotiometading, market access, pricing and reimbursersepport,
regulatory, medical science liaison and commurdecatiand/or other advisory services. Currently weehentered into six project orders with Quintilesn@nercial for
the provision of sales, marketing, management, etax&cess and medical science personnel in Gerrtfenynited Kingdom and France. Under these prajedzrs
Quintiles Commercial currently employs 16 persarly fdedicated to Alimera and expects this numbegrow to 25 by December 2013. Quintiles Commeralistd
employs 20 persons partially dedicated to Alimear&ermany, the United Kingdom and France. In acued with the terms of these project orders, weimaur
approximately $27.1 million in costs with Quintil€®mmercial through 2015. For the year ended Deeelib, 2012, we incurred $1.3 million of expenssoamted
with this agreement. At December 31, 2012, $2.4ianils included in outsourced services payable $h@& million is included in prepaid expenses atpcurrent
assets in our accompanying consolidated finantagééments in association with these project orders.

Interest and Other Income
Interest income consists primarily of interest earon our cash, cash equivalents and investments.
Interest Expense

In October 2010, we drew the Initial Tranche of256million on our term loan from Silicon Valley Baand MidCap Financial LLP which accrues intereésha
rate of 11.5% per annum and is payable monthly.
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Change in Fair Value of Derivative Warrant Liabilit

Warrants to purchase our Series A Convertible PiedeStock or common stock that do not meet thaeirements for classification as equity, in accomawith
the Derivatives and Hedging Topic of the Finanéietounting Standards Board Accounting Standardsfiéation (FASB ASC), are classified as liabilitied/e record
these derivative financial instruments as lialgitin our balance sheet measured at their faievalie record the changes in fair value of suchiinsénts as non-cash
gains or losses in the consolidated statementperfations.

Basic and Diluted Net Loss Applicable to Common &tbolders per Common Share

We calculated net loss per share in accordanceA@th 260,Earning Per Share We had a net loss for all periods presented;rdaugly, the inclusion of commc
stock options and warrants would be anti-dilut@utive common stock equivalents would include thietive effect of convertible securities, commgtnck options,
warrants for convertible securities and warrantnmon stock equivalents. Potentially dilutiveigited average common stock equivalents totaledoappately
858,814, and 1,489,869 for the years ended Dece®ih@012 and 2011, respectively. Potentially dieicommon stock equivalents were excluded frondihged
earnings per share denominator for all periodsoiass because of their anti-dilutive effect. Hifere, for the years ended December 31, 2012 abtl, 20e weighted
average shares used to calculate both basic anédlibss per share are the same.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caadieind results of operations are based on ourotidased financial statements which have been pegpiz
accordance with accounting principles generallyepted in the U.S. The preparation of these findistédements requires us to make estimates andnenis that affect
the reported amounts of assets, liabilities, reesrand expenses. On an ongoing basis, we evaheste ¢stimates and judgments, including thoseitleddoelow. We
base our estimates on historical experience andoaus other assumptions that we believe to bsoregble under the circumstances. These estimadessanmptions
form the basis for making judgments about the @agryalues of assets and liabilities that are eatlily apparent from other sources. Actual requitsexperiences may
differ materially from these estimates. We beliévat the following accounting policies are the muoéical to aid you in fully understanding and kuating our reported
financial results and affect the more significamtgments and estimates that we use in the prepamttiour consolidated financial statements.

Clinical Trial Prepaid and Accrued Expenses

We record prepaid assets and accrued liabilitieser to clinical trials associated with CROs, icih trial investigators and other vendors baseshigmounts pai
and the estimated amount of work completed on ekgical trial. The financial terms of agreemenésyfrom vendor to vendor and may result in uneyayment
flows. As such, if we have advanced funds exceedingestimate of the work completed, we recordepaid asset. If our estimate of the work completezkeds the
amount paid, an accrued liability is recorded.Alth costs are charged to research and develogxgerises based on these estimates. Our estimates may not
match the actual services performed by the orgtoimas determined by patient enroliment levets@hated activities. We monitor patient enrollmiavels and
related activities to the extent possible througkrnal reviews, correspondence and discussiomtisonit CROs and review of contractual terms. Howe¥eve have
incomplete or inaccurate information, we may ungémgate or overestimate activity levels associatid various clinical trials at a given point imte. In this event, we
could record significant research and developmepémses in future periods when the actual levektiities becomes known. To date, we have not réspesd
material changes in these estimates. Additionalydo not expect material adjustments to researdidavelopment expenses to result from changéindture and
level of clinical trial activity and related exp&ssthat are currently subject to estimation. Infttiere, as we expand our clinical trial activitiege expect to have
increased levels of research and development thatsvill be subject to estimation.

Research and Development Costs

Research and development expenditures are expassedurred, pursuant to ASC 7¥gsearch and Developmer€osts to license technology to be used in our
research and development that have not reacheddiedical feasibility, defined as FDA approval faur current product candidates, and have no aligenfuture use
are expensed when incurred. Payments to licenisatselate to the achievement of preapproval dgveémt milestones are recorded as research andgeveht
expense when incurred.

Stock-Based Compensation

We have stock option plans which provide for granftstock options to employees, directors and citeusis or other service providers to purchase shafreur
common stock at exercise prices generally equidiedair values of such stock at the dates of g@ampensation cost is recognized for all sharedasvards based on
the grant date fair value in accordance
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with the provisions of ASC 71&ompensation — Stock Compensatitie recognize the grant date fair value as congiEmscost of employee stock-based awards
using the straight-line method over the actualimggperiod, adjusted for our estimates of forfetuFypically, we grant stock options with a requisiervice period of
four years from the grant date. We have electeséothe Black-Scholes option pricing model to deiee the fair value of stock-based awards.

We concluded that this was the most appropriatéaaeby which to value our share-based payment geraents, but if any share-based payment instruments
should be granted for which the Black-Scholes metthmes not meet the measurement objective as stited ASC 718, we will utilize a more appropriatethod for
valuing that instrument. However, we do not belithat any instruments granted to date and accodatathder ASC 718 would require a method othen ttie Black-
Scholes method.

Our determination of the fair market value of sHaased payment awards on the grant date usingnopgioation models requires the input of highlyjsabve
assumptions, including the expected price volatditd option life. For the calculation of expectedatility, because we lack significant company-sfie historical and
implied volatility information, we estimate our atility by utilizing an average of volatilities plublicly traded companies, including our own, dedmsieilar to us in
terms of product composition, stage of lifecyclepitalization and scope of operations. We intencbiatinue to consistently apply this process u#fiigsame index un
a sufficient amount of historical information redigang the volatility of our own share price becoragailable.

To estimate the expected term, we utilize the “siilep” method for “plain vanilla” options as disssed within the Securities and Exchange CommissiBEC)
Statement of Accounting Bulletin (SAB) 107. We ke that all factors listed within SAB 107 as peguisites for utilizing the simplified method aree for us and for
our share-based payment arrangements. We intantdize the simplified method for the foreseeahleufe until more detailed information about exexdighavior will
be more widely available.

Income Taxes

We recognize deferred tax assets and liabilitieseimporary differences between the financial répgrbasis and the tax basis of our assets aniitlizdbin
accordance with ASC 74hcome TaxesWe evaluate the positive and negative evideneeigeupon the realizability of our deferred tagets on an annual basis.
Significant management judgment is involved in detaing the provision for income taxes, deferreddasets and liabilities, and any valuation allogearecorded
against net deferred tax assets. Due to uncedainiith respect to the realization of our defeteedassets due to our history of operating loss@sjuation allowance
has been established against our deferred taxtzss@ices to reduce the net carrying value to ayuatrthat is more likely than not to be realized.g\result we have
fully reserved against the deferred tax asset bakarhe valuation allowances are based on ouna&sts of taxable income in the jurisdictions in ethive operate and
the period over which deferred tax assets willdmverable. In the event that actual results dfffan these estimates or we adjust these estinrafature periods, a
change in the valuation allowance may be needeithvatould materially impact our financial positiand results of operations. Our deferred tax agsetsrily consist
of net operating loss (NOL) carry-forwards. At Dexeer 31, 2012 we had federal NOL carry-forwardamgroximately $142.5 million and state NOL carrywards of
approximately $126.0 million, respectively, thag available to reduce future income otherwise teexdbnot utilized, the federal NOL carry-forwardall expire at
various dates between 2023 and 2032 and the s@itechirry-forwards will expire at various dates beén 2020 and 2032. We periodically evaluate our Nd@xy-
forwards and whether certain changes in ownersive loccurred that would limit our ability to utdiza portion of our NOL carry-forwards. If it is demined that
significant ownership changes have occurred simeset NOLs were generated, we may be subject tahtmitations on the use of these NOLs under aéRevenue
Code (IRC) Section 382 (or comparable provisionstafe law). The issuance of the Series A ConverRbeferred Stock on October 2, 2012 constituteth & change
ownership. We are currently performing a formallgsia of our NOLs in connection with IRC Section23&s a result of this change to determine the éxfehe
limitation of our NOL carry-forwards.

In the event that we were to determine that weahble to realize any of our net deferred tax asadtse future, an adjustment to the valuation aloee would
increase net income in the period such determinatiss made. We believe that the most significanertainty that will impact the determination of aisluation
allowance will be our estimation of the extent éimiing of future net income, if any.

We considered our income tax positions for uncetyain accordance with ASC 740. We believe our medax filing positions and deductions are moreljikhar
not of being sustained on audit and do not antieipay adjustments that will result in a materkamge to our financial position; therefore, we hastrecorded ASC
740 liabilities. We recognize accrued interest padalties related to unrecognized tax benefitatasdst expense and income tax expense, respgelivelur statements
of operations. Our tax years since 2003 remainestitp examination in Georgia, Tennessee, andefetteral level. We do not anticipate any matefi@nges to our
uncertain tax positions within the next 12 months.

53




Table of Contents

Results of Operations

The following discussion should be read in conjiorctvith our consolidated financial statements.

Years Ended December 31,

2012 2011
(In thousands)
RESEARCH AND DEVELOPMENT EXPENSES $ 793 % 7,10(
GENERAL AND ADMINISTRATIVE EXPENSES 6,57¢ 6,20:
MARKETING EXPENSES 7,52¢ 8,10
OPERATING EXPENSES 22,03¢ 21,40°
INTEREST AND OTHER INCOME 5 16
INTEREST EXPENSE (795) (1,125
CHANGE IN FAIR VALUE OF DERIVATIVE WARRANT LIABILITY 3,08: —
NET LOSS $ (19,746 $ (22,516

Year ended December 31, 2012 compared to the yede@d December 31, 2011

Research and development expenResearch and development expenses increased tpxepately $800,000, or 11%, to approximately $7ifiom for the year
ended December 31, 2012 compared to approximafelyrdillion for the year ended December 31, 201t ihcrease was primarily attributable to increade®?.3
million in costs related to a consultant engageastist with the continued pursuit of approvalld§VIEN in the U.S., $240,000 in costs related to third party readin
center for additional analysis of photographs efrtina of patients of our FAME Study to be inéddn the response to the second CRL from the FxA%240,000 in
costs related to the physician utilization studyochlitis being conducted to assess the safety ality ofithe commercial version of the applicator faUVIEN, offset by
decreases of $940,000 in costs associated withrtatimg our medical science liaisons to engage vétimal specialists in the study of ILUVIEN in theS., $360,000 i
costs associated with establishing manufacturipglaidities with our third party manufacturer forldWIEN, $220,000 in costs associated with certapes/of NADPH
oxidase inhibitors which was terminated in 201vagerminated our license agreements with Emoryéisity, $210,000 in costs associated with the CBiGsir
FAME Study as the CROs completed their work in 28ad $140,000 in costs associated with our angifardies.

General and administrative expens€gneral and administrative expenses increased firpx@mately $400,000, or 6%, to approximately $®iion for the year
ended December 31, 2012 compared to approximafeyriillion for the year ended December 31, 201t ificrease was primarily attributable to increades
$270,000 in costs related to professional legal feewe expanded our operations into the EU, $2@0r0costs related to fulfilling the registratiohligations associated
with the Series A Convertible Preferred Stock fitiag and $150,000 in costs associated with reagiin EU managing director to lead our expansitmtire EU,
offset by a decrease of $310,000 in salary expasseresult of our workforce reduction in the Un8iated in late 2011 as a result of the issuasfdhe FDA's second
CRL.

Marketing expensedlarketing expenses decreased by approximately 88000r 7%, to approximately $7.5 million for theay ended December 31, 2012
compared to approximately $8.1 million for the yeaded December 31, 2011. The decrease was pfratiributable to a decrease of $4.3 million ints@ssociated
with the previously expected commercial launchldVIEN in the U.S., including decreases of $1.2limil in costs related to our advertising agesayevelopment of
detailed advertising and promotional plan for thevpusly anticipated U.S. commercial launch of WIBN, $1.1 million in costs related to the hirinfaxditional key
personnel in advance of the previously anticipate®l commercial launch of ILUVIEN and $1.0 milliamcosts associated with establishing our U.S. meda&are
programs, offset by an increase of $3.6 milliocasts associated with our pre-launch activitieBunope, including increases of $1.5 million in sostlated to the
development of a detailed advertising and promafiptan in the EU, $1.2 million in costs associatéth contracting with Quintiles Commercial for rkating, brand
management, sales promotion and detailing, madeetss, pricing and reimbursement support, regylatoedical science liaison and communications anotkeer
advisory services in the EU and $500,000 of costeciated with conducting local business in theaSWve establish our marketing presence.

Interest expensénterest expense decreased by approximately $30000@7%, to approximately $800,000 for the yeatesl December 31, 2012 compared to
approximately $1.1 million for the year ended Deben31, 2011. The decrease was primarily attridatablower average principal balances associatédaur notes
payable to Silicon Valley Bank and MidCap FinantibP as we make monthly principal and interest pagts.
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Change in fair value of derivative warrant liabjylitDuring the year ended December 31, 2012, we rezedra gain of approximately $3.1 million relatedte
decrease in the fair value of our derivative warttility. The change in fair value was primardye to a decrease in the fair market value ofuoderlying common
stock since the issuance date of the warrants.

Liquidity and Capital Resources

To date we have incurred recurring losses, negatigt flow from operations, and have accumulateefiait of $231.1 million from our inception throlig
December 31, 2012. We have funded our operatignsigh the public and private placement of commouolstpreferred stock, warrants and convertible déletsale of
certain assets of the non-prescription businessioh we were previously engaged, and certain figdiities.

On October 2, 2012, we closed a preferred sto@afimg in which we sold units consisting of 1,0@D,8hares of Series A Convertible Preferred Stock a
warrants to purchase 300,000 shares of Series AeCile Preferred Stock for gross proceeds of G4dillion, prior to the payment of approximately6®4000 of
related issuance costs.

In October 2010, we obtained a $32.5 million ses&wured credit facility (Credit Facility) to heynd our working capital requirements. The Creditikity
consisted of a $20.0 million revolving line of citeehd a $12.5 million term loan. The lenders adeah$6.25 million under the term loan in Octobet®0ro secure the
repayment of any amounts borrowed under the Ckeditlity, we granted to the lenders a first pripsecurity interest in all of our assets, including intellectual
property, however, the lien on our intellectualgedy will be released if we meet certain financiahditions. We also agreed not to pledge or ottsenencumber our
intellectual property assets. In May 2011, the @rfedcility was amended to increase the term loa®ili7.25 million, of which the remaining $11.0 naitf would have
been advanced following FDA approval of ILUVIEN,to later than December 31, 2011. Due to the re=iaf the second CRL by the FDA in November 2011
regarding our NDA for ILUVIEN, the remaining $11ndillion is no longer available to us. Additionallye may only draw on the revolving line of credjainst eligible
U.S. domestic accounts receivable, which we woolderpect to have prior to the launch of ILUVIENtie U.S., if any. Therefore, the revolving linecoédit, which
expires in April 2014, is not currently, and mayeebe, available to us. On February 6, 2012, weived a letter from the lenders stating that tiey reserve the right
to assert that recent events, including the issiahthe second CRL and a decrease in the market whour public equity securities, may representaterial
impairment of the value of the collateral underlten agreements. To date, the lenders have nat swaah an assertion, and in our opinion a matenirment of the
value of the collateral has not occurred.

As of December 31, 2012, we had approximately $48lion in cash and cash equivalents. We planrtzged with the direct commercialization of ILUVIEN
Germany, the United Kingdom and France in 2013 .baleve that we have sufficient funds availabléuted our operations beyond the projected commeézaitidn of
ILUVIEN in these EU countries. We do not expect ¢lemeration of revenue until 2013, and thereforaatexpect to have positive cash flow from operatiuntil 2014
if at all. If ILUVIEN is not approved in additionglrrisdictions or does not generate sufficient rexes we may adjust our commercial plans so ttaritcontinue to
operate with our existing cash resources or seekise additional financing.

In the event additional financing is needed or melsiwe may seek to fund our operations througlisales of equity securities, strategic collaboratigneements
and debt financing. We cannot be sure that additifinancing from any of these sources will be Eldée when needed or that, if available, the addil financing will
be obtained on terms favorable to us or our stodlens especially in light of the current diffictilhancial environment. If we raise additional furisissuing equity
securities, substantial dilution to existing stazkters would likely result and the terms of any remyuity securities may have a preference over oomeon stock. If we
attempt to raise additional funds through strategitaboration agreements and debt financing, we meé be successful in obtaining collaboration egrents, or in
receiving milestone or royalty payments under theggeements, or the terms of the debt may invabmficant cash payment obligations as well as cewes and
specific financial ratios that may restrict ourlipito commercialize our product candidates orrape our business.

For the twelve months ended December 31, 2012, usethin our operations of $21.2 million was priifgedue to our net loss of $19.7 million, increadsda
non-cash gain of $3.1 million for a change in datile warrant liability, decreased by non-cash gaarof $1.8 million for stock compensation expesrse other and
$320,000 for depreciation and amortization expemstamortization of deferred financing costs. Ferthcreasing our net cash used in operations areigcrease in
prepaid expenses and other current assets of $llidmand an increase in inventory of $720,000sef by an increase in accrued expenses and athrent liabilities o
$1.5 million. The increase in prepaid expense ahdraurrent assets of $1.3 million was primariledo a deposit with Quintiles Commercial for omgpivork. The
increase in accrued expenses and other curreiiitieswas primarily due to increases of $2.4 millin amounts payable to Quintiles Commercial, 33820 in amounts
payable to our EU advertising agency, $250,00Grinunts payable to our third party reading center$ti10,000 in amounts payable to the investigatoosir FAME
Study and ancillary clinical studies, offset by @ses of $590,000 in accrued 2011 bonuses paiat temployees during 2012, $520,000 in amounts deedr
vendors associated with the
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establishment of our U.S. managed care prograr28if and paid in 2012 and $490,000 in amountstpaddir CROs in 2012.

For the twelve months ended December 31, 2011, sesthin our operations of $20.7 million was priitgedue to our net loss of $22.5 million decreabgdon-
cash charges of $1.9 million for stock compensatixqrense, and $130,000 for depreciation and amatidizexpense. Further increasing our net cashinsggerations
was a decrease in accounts payable, accruedtiiedb#ind other current liabilities of $1.0 millioffset by a decrease in prepaid and other curieagta of $390,000. The
decrease in accounts payable, accrued expenseshamaturrent liabilities was primarily due to degses of $1.1 million payable to the investigatoiur FAME Study
and ancillary clinical studies, $210,000 of amoys#gable to providers of corporate communicatiorsmedical marketing services for pre-launch atitigiand
$180,000 in amounts payable to our CROs, offsentieases of $220,000 in amounts payable to ouwtamsrassociated with the establishment of our medhagre
programs, $150,000 of amounts payable to vendaferpgng pharmaeconomic studies to evaluate thargiof ILUVIEN in the U.S. and EU and $100,000 in
employee expenses that were not paid until 2012.dEtrease in prepaid and other current assetprimaarily due to decreases of $240,000 in cashivabke for the
U.S. government'’s Qualifying Therapeutic DiscovBrgject Tax Credit and $200,000 in interest reddvan our investments in marketable securities.

For the year ended December 31, 2012, net caslidpobtay our investing activities was approximat®i80,000, which was primarily due to the maturités
investments in marketable securities.

For the year ended December 31, 2011, net caslderblay our investing activities was $25.7 millievhich was primarily due to the maturities of $2Elion of
investments in marketable securities, offset bylpases of $110,000 of property and equipment.

For the year ended December 31, 2012, net caslidprblay our financing activities was approximat®87.2 million, which was primarily due to gross peeds o
$40.0 million from the sale of our Series A Conildet Preferred Stock, offset by $2.5 million ofripal payments on our notes payable to SilicorieyaBank and
MidCap Financial LLP and payments of $460,000 efisuance costs associated with the closing oBeties A Convertible Preferred Stock financing.

For the year ended December 31, 2011, net cashmused financing activities was $410,000, whichsvaimarily due to payments of $760,000 of printiaour
notes payable to Silicon Valley Bank and MidCapelicial LLP, offset by proceeds of $390,000 fromekercises of stock options and purchases of constomk fron
our employee stock purchase plan.

Off-Balance Sheet Arrangements

We do not have any relationships with unconsoldi@tetities or financial partnerships, such as iestibften referred to as structured finance origpparpose
entities, that would have been established fopthipose of facilitating off-balance sheet arrangatsiéas that term is defined in ltem 303(a)(4){fiRegulation S-K) or
other contractually narrow or limited purposes.stish, we are not exposed to any financing, liguidrtarket or credit risk that could arise if we feadjaged in those
types of relationships. We enter into guaranteeBerordinary course of business related to theagtee of our own performance and the performahoer
subsidiaries.

New Accounting Pronouncements

From time to time, new accounting pronouncemergssaued by the Financial Accounting Standards ®@aarFASB, or other standard setting bodies that a
adopted by us as of the specified effective datdess$ otherwise discussed, we believe that thedhgdaecently issued standards that are not yet&fe will not have
a material impact on our financial position or fesof operations upon adoption.
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ITEM 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARKET RISK
Not applicable
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements and relabedaidated financial statement schedules requade filed are indexed on page 62 and are incatpdrherein.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL DISCLOSURE

On August 23, 2012, the audit committee of our BazrDirectors dismissed Deloitte & Touche LLP as mdependent registered public accounting firm,
effective as of August 23, 2012. Deloitte & Toudhd's report on our consolidated financial staterméor the fiscal year ended December 31, 2011acoed an
explanatory paragraph regarding our ability to oarg as a going concern. Other than such statememéport of Deloitte & Touche LLP on our consatied financial
statements for the fiscal year ended December@®1], 2ontained an adverse opinion or disclaimerpafion, or was qualified or modified as to uncertgj audit scope
or accounting principles. During the fiscal yeadet December 31, 2011 and through August 23, 2b&8e were no disagreement(s) with Deloitte & TathP on
any matter of accounting principles or practicesisolidated financial statement disclosure or églgcope or procedure, which disagreement(sptifesolved to the
satisfaction of Deloitte & Touche LLP, would haveused Deloitte & Touche LLP to make reference éostibject matter of the disagreement in connegtitnits
reports on our consolidated financial statements.

On August 23, 2012, the audit committee of our BazrDirectors approved the engagement of Grantfitba LLP as our independent registered public
accounting firm, subject to Grant Thornton LLP'segmtance of such engagement. On August 27, 201fywmally engaged Grant Thornton LLP as our indeleer
registered public accounting firm.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Cligécutive Officer and our Chief Financial Officeraluated the effectiveness of our disclosurerotmand
procedures as of December 31, 2012. The term ‘tisok controls and procedures,” as defined in RlBas15(e) and 15#85(e) under the Exchange Act, means con
and other procedures of a company that are destgnetsure that information required to be disadsg a company in the reports that it files or sitbmnder the
Exchange Act is recorded, processed, summarizedegadted, within the time periods specified in 8C'’s rules and forms. Disclosure controls anagdares
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by a company in the reports thatasfdr submits under
the Exchange Act is accumulated and communicatédtetcompany’s management, including its princégpadcutive and principal financial officers, as agprate to
allow timely decisions regarding required discl@siManagement recognizes that any controls ancegues, no matter how well designed and operatedpovide
only reasonable assurance of achieving their digind management necessarily applies its judgmevaluating the cost-benefit relationship ofgible controls
and procedures. Based on the evaluation of oulodisie controls and procedures as of December®®, 2ur Chief Executive Officer and Chief Finah€¥éficer
concluded that, as of such date, our disclosur&gagrand procedures were effective at the readerssurance level.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingaaidtaining adequate internal control over finah@gaorting. Internal control over financial regog is defined in
Rules 13a-15(f) and 15d-15(f) under the Exchangea8@ process designed by, or under the supemas$jmur principal executive and principal finaalabdfficer and
effected by our board of directors, managementcdiner personnel, to provide reasonable assurageedieg the reliability of financial reporting atfte preparation of
financial statements for external purposes in ataoee with generally accepted accounting princigfesincludes those policies and procedures that:

. pertain to the maintenance of records that in meaisle detail accurately and fairly reflect the gaetions and dispositions of our as
. Provide reasonable assurance that transactierreeorded as necessary to permit preparationafdial statements in accordance with generally

accepted accounting principles, and that our réseipd expenditures are being made only in accoedaith authorizations of our management and
directors; and
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. provide reasonable assurance regarding preveotiimely detection of unauthorized acquisitiose or disposition of our assets that could have a
material effect on our financial statements.

Under the supervision and with the participatiomainagement, including our principal executive fimancial officers, we assessed our internal comver financial
reporting as of December 31, 2012, based on aiferieffective internal control over financial ceping established in Internal Control — Integrakedmework issued
by the Committee of Sponsoring Organizations offtteadway Commission (COSO).

Based on this assessment, our management conchatedle maintained effective internal control ofirancial reporting as of December 31, 2012 basethe
specified criteria.

Changes in Internal Control over Financial Reporting

There has been no change in our internal contrei fimancial reporting (as defined in Rules 13afl&(d 15d-15(f) of the Exchange Act) during thaertb quarter of
2012 that has materially affected, or is reasonbkdyy to materially affect, our internal controver financial reporting.

Limitations on the Effectiveness of Controls

Control systems, no matter how well conceived gretated, are designed to provide a reasonabledbain absolute, level of assurance that the abgscof the contrc
system are met. Further, the design of a contsibsy must reflect the fact that there are resoemostraints, and the benefits of controls mustdsesiclered relative to
their costs. Because of the inherent limitationalirtontrol systems, no evaluation of controls pasvide absolute assurance that all control isanesinstances of frau
if any, have been detected. Because of the inhéneitations in any control system, misstatements tb error or fraud may occur and not be detected.

ITEM 9B. OTHER INFORMATION

None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNXCE

Information required under this item will be comtdl in the Company’s Proxy Statement for the AnMeting of Stockholders to be filed with the SEhim 120
days after the end of the fiscal year ended Decethe2012, under the captions “Election of Diresfo“Executive Officers,” “Corporate Governancahd “Section 16
(a) Beneficial Ownership Reporting Compliance” @ thcorporated herein by reference pursuant toe@ennstruction G(3) to Form 10-K.

ITEM 11. EXECUTIVE COMPENSATION

Information required under this item will be comizd in the Company’s Proxy Statement for the AnMeting of Stockholders to be filed with the SE&hm 120
days after the end of the fiscal year ended DeceBihe2012, under the captions “Corporate Govergaand “Executive Compensation,” and is incorpaddterein by
reference pursuant to General Instruction G(3)aorF10-K, except that information required by I1té6v(e)(5) of Regulation S-K will be deemed furnidhe this Form
10-K and will not be deemed incorporated by refeeeinto any filing under the Securities Act of 1983he Securities Exchange Act of 1934, excepli¢oextent that
we specifically incorporate it by reference intelsdiling.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT AND RELATED STOCKHOLDER MATTERS

Except for the information set forth below, theomrhation required under this item will be contaimetdhe Company’s Proxy Statement for the Annuaétey of
Stockholders to be filed with the SEC within 12@slafter the end of the fiscal year ended Decer@beP012, under the caption “Security OwnershifCleytain
Beneficial Owners and Management” and is incorgatdierein by reference pursuant to General Ingdru@&(3) to Form 10-K.

Equity Compensation Plan Information

The following table provides information as of Deter 31, 2012, with respect to shares of our comstack that may be issued, subject to certain mgsti
requirements, under our existing equity compensgilans, including our 2010 Equity Incentive PI2A10 Plan), 2005 Equity Incentive Plan (2005 Plaan4 Equity
Incentive Plan (2004 Plan) and our 2010 EmployeelSPurchase Plan (ESPP).

A B C

Number of Securities
Remaining Available

Number of Securities for Future Issuance
to be Issued Upon Weighted-Average Under Equity Compensation
Exercise of Exercise Price of Plans (Excluding Securities
Outstanding Options, Outstanding Options, Reflected in
Plan Category Warrants, and Rights Warrants, and Rights Column (A)
Equity compensation plans approved by securitydrsid 557564 (1) $ 2,74 1,434,46. (2)
Equity compensation plans not approved by sechotglers — — —
Total 5,575,64 $ 2,74 1,434,46.

1) Of these shares, 3,544,015 were subject foropthen outstanding under the 2010 Plan, 1,684y e subject to options then outstanding und=2005 Plan
and 304,268 were subject to options then outstgnatinier the 2004 Plan.

2 Represents 956,003 shares of common stoclabieafor issuance under our 2010 Plan and 478&#&8s of common stock available for issuance umater
ESPP. No shares are available for future issuandertthe 2005 Plan or 2004 Plan. In addition, @ir02Plan provides for annual increases in the numwibe
shares available for issuance thereunder on thiedity of each fiscal year equal to the least1)f2(000,000 shares of our common stock; (2) 4¢hekhares
of common stock outstanding at that time; and (@hsther amount as our board of directors mayrgiéte. On January 1, 2013, an additional 1,261 8&ke
became available for future issuance under our 2049 in accordance with the annual increase. ditiad, our ESPP provides for annual increasebén t
number of shares available for issuance therewsgleal to such number of shares necessary to reeraimber of shares reserved thereunder to 484,42
shares of our common stock. As such, on Janué@12, an additional 15,984 shares

59




Table of Contents

became available for future issuance under our ESR€se additional shares from the annual increader the 2010 Plan and the ESPP are not includigbi
table above.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, ANCDIRECTOR INDEPENDENCE

Information required under this item will be comtdl in the Company’s Proxy Statement for the AnMeting of Stockholders to be filed with the SEhim 120
days after the end of the fiscal year ended Decethe2012, under the captions “Corporate Govergaand "Certain Relationships and Related Persoasstctions"
and is incorporated herein by reference pursua@eteeral Instruction G(3) to Form 10-K.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required under this item will be comizd in the Company’s Proxy Statement for the AnMeting of Stockholders to be filed with the SE@hm 120
days after the end of the fiscal year ended DeceBihe?012, under the caption “Ratification of $ilen of Independent Registered Public AccountimgiFand is
incorporated herein by reference pursuant to Géhestuction G(3) to Form 10-K.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENTS SCHEDULES

The consolidated financial statements filed as gfittiis annual report on Form XOare listed and indexed at page 62. Certain sdheduwe omitted because they are
applicable, or not required, or because the reduir®rmation is included in the consolidated fineh statements or notes thereto.

The Exhibits listed in the Exhibit Index immediat@receding the Exhibits are filed as part of #isiual report on Form 10-K.
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Signatures
Pursuant to the requirements of Section 13 and) IB(the Securities Exchange Act of 1934, the rtegiig has duly caused this annual report on Fori 1®be
signed on its behalf by the undersigned, theredalp authorized, in Alpharetta, Georgia, on Mar&) 2012 .

ALIMERA SCIENCES, INC.

By: /sl C. Daniel Myers

President and Chief Executive Officer

Pursuant to the requirements of the SecuritiesoA&034, this annual report on Form 10-K has bégmesl below by the following persons on behalfref t
registrant and in the capacities and on the dat#isdted.

Signature Title Date

/s/ C. Daniel Myers President, Chief Executive Officer and Director March 28, 2012
C. Daniel Myers (Principal Executive Officer)

/s/ Richard S. Eiswirth, Jr. Chief Financial Officer (Principal Financial Office March 28, 2012
Richard S. Eiswirth, Jr. and Principal Accounting Officer)

/s/ Philip R. Tracy Chairman of the Board of Directors March 28, 2012
Philip R. Tracy

/sl Mark J. Brooks Director March 28, 2012

Mark J. Brooks

/s/ Brian K. Halak, Ph.D. Director March 28, 2012
Brian K. Halak, Ph.D.

/sl James R. Largent. Director March 28, 2012
James R. Largent

/sl Peter J. Pizzo, Il Director March 28, 2012
Peter J. Pizzo, lll

/sl Calvin W. Roberts, M.D. Director March 28, 2012
Calvin W. Roberts, M.D.

/sl Glen Bradley, Ph.D. Director March 28, 2012
Glen Bradley, Ph.D.

/sl Garheng Kong, M.D., Ph.D. Director March 28, 2012
Garheng Kong, M.D., Ph.D.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Alimera Sciences, Inc.
Alpharetta, Georgia

We have audited the accompanying consolidated balsineet of Alimera Sciences, Inc. (a Delawarearatfon) and subsidiaries (the “Company”) as of
December 31, 2012, and the related consolidatéehséats of operations, changes in stockholder#tyegund cash flows for the year then ended. THiesacial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with the statedof the Public Company Accounting Oversighti8d&@nited States). Those standards require thailare
and perform the audit to obtain reasonable asseralbout whether the financial statements are fregaterial misstatement. The Company is not requiochave, nor
were we engaged to perform an audit of its intecoakrol over financial reporting. Our audit inceddconsideration of internal control over finaneggorting as a basis
for designing audit procedures that are appropiiatee circumstances, but not for the purposexpfessing an opinion on the effectiveness of thegany's internal
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes exeng, on a test basis, evidence supporting theusstsoand
disclosures in the financial statements, assessagccounting principles used and significaninasties made by management, as well as evaluatirgyérall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all mate®spects, the financial position of Alimera Scies, Inc. and
subsidiaries as of December 31, 2012, and thetsasiutheir operations and their cash flows forykar then ended in conformity with accounting pipfes generally
accepted in the United States of America.

As described in Note 3, the accompanying consdiléihancial statements have been prepared assuh@rgompany will continue as a going concern. The
Company's recurring net losses, negative cashfflonw operations, accumulated deficit, and curraocklof a commercial product raise substantial dabbut its ability
to continue as a going concern. Management's plamserning these matters are also discussed inNdtee consolidated financial statements do rdude any
adjustments that might result from the outcoméhis tincertainty.

/sl GRANT THORNTON LLP
Atlanta, GA
March 28, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Alimera Sciences, Inc.
Alpharetta, Georgia

We have audited the accompanying balance shedtroéfa Sciences, Inc. (the “Company”) as of Decen3de 2011, and the related statements of opesgtion
changes in stockholders' equity, and cash flowshiewyear in the period ended December 31, 201d4sé&financial statements are the responsibilith@Company's
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstiais of the Public Company Accounting OversighafBiqUnited States). Those standards require thgtlar
and perform the audit to obtain reasonable asseralbout whether the financial statements are fregaterial misstatement. The Company is not requioehave, nor
were we engaged to perform, an audit of its intecoatrol over financial reporting. An audit inclesl consideration of internal control over financegorting as a basis
for designing audit procedures that are appropiiatee circumstances, but not for the purposexpfessing an opinion on the effectiveness of thegany's internal
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes exieng, on a test basis, evidence supporting theusstscand
disclosures in the financial statements, assessgccounting principles used and significaninasties made by management, as well as evaluatirgyérall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such financial statements presainlyf in all material respects, the financial fimsi of the Company as of December 31, 2011, aeddbults of its
operations and its cash flows for the year endezeBéer 31, 2011 in conformity with accounting pifihes generally accepted in the United States o&Aca.

As described in Note 3, the accompanying finarstalements have been prepared assuming the Comhogntinue as a going concern. The Company's
recurring net losses, negative cash flow from apers, accumulated deficit, and current lack obenmercial product raise substantial doubt abouwhibty to continue
as a going concern. Management's plans concern@sg tmatters are also discussed in Note 3. Thecimastatements do not include any adjustmentsntiight result
from the outcome of this uncertainty.

/sl Deloitte & Touche LLP
Atlanta, Georgia

March 30, 2012
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ALIMERA SCIENCES, INC.

CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2012 AND 2011

December 31,
2012 2011
(In thousands, except share and per share data)

CURRENT ASSETS:
Cash and cash equivalents $ 4956: $ 33,10¢
Investments in marketable securities — 50C
Prepaid expenses and other current assets 2,02¢ 692
Inventory (Note 4) 71¢ —
Deferred financing costs 95 201
Total current assets 52,40% 34,50:
PROPERTY AND EQUIPMENT — at cost less accumulategrdciation 114 197
TOTAL ASSETS $ 52,52: $ 34,69¢
CURRENT LIABILITIES:
Accounts payable $ 1,97 $ 1,94¢
Accrued expenses (Note 6) 1,17¢ 1,63¢
Outsourced services payable 2,61¢€ 65€
Note payable (Note 8) 2,27: 2,46:
Capital lease obligations 6 12
Derivative warrant liability 4,41¢ —
Total current liabilities 12,46¢ 6,71¢
LONG-TERM LIABILITIES:
Note payable, net of discount — less current porg¢hote 8) 703 2,86¢
Other long-term liabilities 20¢ 134

COMMITMENTS AND CONTINGENCIES (Note 9)
STOCKHOLDERS' EQUITY:
Preferred stock, $.01 par value — 10,000,000 shard®rized at December 31, 2012 and 2011:

Series A Convertible Preferred Stock, 1,300,000@nized and 1,000,000 issued and outstanding atibieer
31, 2012 and no shares authorized, issued or adtatpat December 31, 2011; liquidation preferesfce

$40,000 at December 31, 2012 and no liquidatiofepeace at December 31, 2011 32,04t —
Common stock, $.01 par value — 100,000,000 sharb®ezed, 31,541,286 shares issued and outstaadling
December 31, 2012 and 31,427,355 shares issuenlstdnding at December 31, 2011 31t 314
Additional paid-in capital 237,48! 235,61¢
Common stock warrants 41¢ 41¢
Accumulated deficit (231,119 (211,37()
TOTAL STOCKHOLDERS' EQUITY 39,14« 24,97¢
TOTAL LIABILITIES AND STOCKHOLDERS'’ EQUITY $ 52,52 % 34,69¢

See Notes to Consolidated Financial Statements.
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ALIMERA SCIENCES, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

RESEARCH AND DEVELOPMENT EXPENSES

GENERAL AND ADMINISTRATIVE EXPENSES

MARKETING EXPENSES

OPERATING EXPENSES

INTEREST AND OTHER INCOME

INTEREST EXPENSE

CHANGE IN FAIR VALUE OF DERIVATIVE WARRANT LIABILITY

NET LOSS

NET LOSS PER SHARE APPLICABLE TO COMMON SHAREHOLDER— Basic and diluted

WEIGHTED AVERAGE SHARES OUTSTANDING — Basic and uliéd

See Notes to Consolidated Financial Statements.
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Years Ended December 31,

2012

2011

(In thousands, except share and per share data)

$ 7,93 $ 7,10(
6,57¢ 6,20:
7,52¢ 8,10¢

22,03¢ 21,40°

5 16

(795) (1,125

3,08: —

$ (19,740 $ (22,516
$ 0.69 $ .79
31,462,12 31,362,57.
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BALANCE — December 31, 2010
Issuance of common stock
Exercise of stock options
Exercise of common stock warrants
Stock compensation expense
Net loss

BALANCE — December 31, 2011
Issuance of common stock
Exercise of stock options

Issuance of preferred stock, net of
issuance costs

Stock compensation expense
Net loss

ALIMERA SCIENCES, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011
Common Stock Preferred Stock Additional
Paid-In Common Accumulated
Shares Amount Shares Amount Capital Warrants Deficit Total
(In thousands, except share data)
31,255,95 313 — — 233,33t 41t (188,859 45,21z
21,91( — — 154 — — 154
144,78 1 — — 23t — — 23€
4,708 — — — 19 — — 19
— — — — 1,87¢ — — 1,87¢
— — — — — — (22,51¢) (22,51¢)
31,427,35 314 — — 235,61¢ 41t (211,37() 24,97¢
79,88¢ 1 — — 37 — — 38
34,04¢ — — — 52 — — 52
— — 1,000,00t 32,04t — — — 32,04¢
— — — — 1,777 — — 1,777
— — — — — — (19,74¢) (19,74¢)
31,541,28 $ 31¢E 1,000,000 $ 32,04t 237,48 $ 41t (231,119 $ 39,14«

BALANCE — December 31, 2012

See Notes to Consolidated Financial Statements.
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ALIMERA SCIENCES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

Years Ended December 31,

2012 2011
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss $ (19,746 $ (22,51¢)
Depreciation and amortization 10€ 13z
Stock compensation expense and other, net of {zids 1,777 1,87:
Amortization of deferred financing costs and debtdunt 21t 28€
Gain on change in fair value of derivative warrgadbility (3,089 —
Unrealized investment loss — 2
Changes in assets and liabilities:
Prepaid expenses and other current assets (1,33%) 38¢€
Inventory (719 —
Accounts payable 25 271
Accrued expenses and other current liabilities 1,49¢ (1,27%)
Other long-term liabilities 81 12¢
Net cash used in operating activities (21,18) (20,71¢)
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from maturities of investments 50C 25,83(
Purchases of property and equipment (23 (110
Net cash provided by investing activities 477 25,72(
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from exercise of stock options 52 23€
Proceeds from exercise of common stock warrants — 19
Proceeds from sale of common stock 38 154
Proceeds from issuance of Series A Convertiblecied Stock 40,000 40,000,00 —
Payment of Series A Convertible Preferred Stockraffy costs (455) —
Payment of debt issuance costs — (50)
Payment of principal on note payable (2,462) (75¢)
Payments on capital lease obligations (12) (11)
Net cash provided by (used in) financing activities 37,16 (410
NET INCREASE IN CASH AND CASH EQUIVALENTS 16,45¢ 4,59¢
CASH AND CASH EQUIVALENTS — Beginning of year 33,10¢ 28,51«
CASH AND CASH EQUIVALENTS— End of year $ 49,56 $ 33,10¢
SUPPLEMENTAL DISCLOSURES:
Cash paid for interest $ 54¢ $ 65€
Cash paid for employee taxes upon vesting of RG\Wse 11) $ 48 $ —

There were no income tax or dividend payments niadthe years ended December 31, 2012 and 2011.
See Notes to Consolidated Financial Statements.
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ALIMERA SCIENCES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.NATURE OF OPERATIONS

Alimera Sciences, Inc., and its wholly-owned sulasids, (the Company) is a biopharmaceutical comphaat specializes in the research, developmeadt, an
commercialization of ophthalmic pharmaceuticalse Gompany was formed on June 4, 2003 under thedétie State of Delaware.

In April 2012, the Company established a wholly-edrsubsidiary in the United Kingdom, Alimera Scientimited. As of December 31, 2012, Alimera Scésnc
Limited had two employees. Alimera Sciences Limitged one additional employee in January, 201B3ldmember 2012, the Company established a whollyeav
subsidiary in the Netherlands, Alimera Sciences.B\ in January 2013, the Company establishedwvvadly-owned subsidiaries, AS C.V., in the Netheds, and
Alimera Sciences (DE) LLC, in the U.S. To date,mdira Sciences B.V., AS C.V. and Alimera Sciencds)(CLC have not hired any employees and do not edoe
hire any during the year ending December 31, 2013.

The Company is presently focused on diseases iffeitte back of the eye, or retina, because thegaogis management believes these diseases arestiot w
treated with current therapies and represent afisignt market opportunity. The Company’s most athed product candidate is ILUVIEN®, which has reeeli
marketing authorization in the United Kingdom, AtestPortugal, France, Germany and Spain, and &as tecommended for marketing authorization iry|falr the
treatment of vision impairment associated with civaliabetic macular edema (DME) considered insigfitly responsive to available therapies. DME disgase of th
retina that affects individuals with diabetes and ead to severe vision loss and blindness.

The Company submitted a New Drug Application (ND@June 2010 for ILUVIEN in the U.S. with the UBod and Drug Administration (FDA), followed by
registration filings in the United Kingdom, Austrigrance, Germany, Italy, Portugal and Spain utideEuropean Union’s (EU) Decentralized ProcedDi@R) in July
2010, with the United Kingdom acting as the Refeeeember State (RMS). The RMS is responsible dordinating the review and approval process betvitsetf
and the other involved countries, or Concerned Man$tates.

In November 2010, the Company received a Preligidasessment Report (PAR) from the RMS and in DdxearR010, it received a Complete Response Letter
(CRL) from the FDA regarding its respective regitiin filings. The primary concerns expressed ithlibe PAR and the CRL centered on the benefits WYIEN in
treating DME patients versus the risk of its siffeas. Upon further analysis of the FAME Studyadtitrough its final readout at month 36 , the Comypdetermined
that a pre-planned subgroup of chronic DME patieetaonstrated a greater benefit to risk profilettiee full population dataset in our original fiis

The Company submitted its response to the CRLe&d-DA in May 2011, including additional safety agfticacy data through month 36 of the FAME Studyhwi
an emphasis on the chronic DME subgroup. In July12€he Company submitted a draft response to Atie B the MHRA, the regulatory body in the RMS, wihi
included a similar data package.

In November 2011, the FDA issued a second CRL moneonicate that the NDA could not be approved ithen current form stating that the NDA did not\pde
sufficient data to support that ILUVIEN is safe aftective in the treatment of patients with DMEETFDA stated that the risks of adverse reactibos/s for
ILUVIEN in the FAME Study were significant and wemet offset by the benefits demonstrated by ILUVIENhese clinical trials. In its second CRL, tH@Arindicatec
that the Company would need to conduct two addifigfinical trials to demonstrate that the prodactafe and effective for the proposed indicaturing the second
quarter of 2012, the Company met with the FDA ire#fort to gain a better understanding of the ratuul path for ILUVIEN in the U.S. Based upon thigeting, the
Company submitted a response to the second CRietBDA in the first quarter of 2013, which includedtitional analysis of the benefits and risksL&JWVIEN based
upon clinical data available from the FAME StudheTCompany does not plan to conduct additiondktfea DME at this time.

After meetings and discussions with the MHRA, tlwmpany finalized and submitted its response tdPthR to the MHRA in November 2011. In February 2012,
the Company received a Final Assessment Report J R the MHRA indicating that the United Kingdo#wstria, France, Germany, Italy, Portugal and Spaid
reached a consensus that ILUVIEN was approvablelaidhe DCP was complete. Upon receipt of the RAR Company entered the national phase with ebttiese
seven countries. As part of the approval procetisese countries, the Company has committed towmradfive -year, post-authorization, open labgisey study of
ILUVIEN in patients treated per the labeled indioat ILUVIEN has received marketing authorizationthe United Kingdom, Austria, Portugal, Francerr@ny and
Spain for the treatment of vision impairment assted with chronic DME considered insufficiently pessive to available therapies.
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ALIMERA SCIENCES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The Company currently plans to launch ILUVIEN inr@any, the United Kingdom and France in 2013, anglirsuing pricing and reimbursement in those
countries. In July 2012, the Company receivedtadétom Germany’s Federal Joint Committee indivgthat the automatic obligation to submit a dossielLUVIEN,
per the Arzneimittelmarkideuordnungsgesetz law, would not be necessarnthah@ benefit assessment would not be requireckipteof this letter allows the Compa
to launch ILUVIEN in Germany without price restian. In January 2013, the United Kingdom'’s Natiolmstitute for Health and Clinical Excellence (NICgublished
final guidance indicating that ILUVIEN is not casffective for the treatment of vision impairmensasiated with chronic DME considered insufficientysponsive to
available therapies given the cost of £5500 . Tomgany subsequently submitted a simple patientsacseheme (PAS) for ILUVIEN to the Patient Acceske®nes
Liaison Unit (PASLU) at NICE. The PAS is currentlpder review by the PASLU which has been agredyy tine United Kingdom's Department of Health andds
under consideration by NICE for inclusion in itpicreview facility. Under this facility, the Appisal Committee at NICE is expected to assess tpadirof the
ILUVIEN PAS on ILUVIEN's cost effectiveness and elehine whether an update to the recently publidimedl guidance is warranted.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates in Financial StatementsThe financial statements have been preparedrifoooity with accounting principles generally actegpin the
United States of America and, as such, include atsdoased on informed estimates and judgments nagement. Actual results could differ from thostnestes.

The following accounting policies relate primaritythe continuing operations of the Company:

Principles of Consolidatior— The consolidated financial statements includeatteounts of Alimera Sciences, Inc. and all subsies. All significant inter-
company balances have been eliminated in consinidat

Cash and Cash Equivalents Cash and cash equivalents include cash and hiigloigl investments that are readily convertibl®inash and have a maturity
of 90 days or less when purchased. Generally, @agditash equivalents held at financial institutiaresin excess of federally insured limits. The @any limits its
exposure to credit loss by placing its cash antl egsiivalents in highly liquid investments with higuality financial institutions. Cash and cashiegjents were
approximately $49,564,000 and $33,108,000 at Deee®b, 2012 and 2011, respectively, with approxatyat00.0% of these balances held in U.S. baseah¢ial
institutions.

Investments— In accordance with the Financial Accounting Stadd Board (FASB) Accounting Standards Codificafi®®8C) 320,Debt and Equity
Securitiesthe Company classifies its investments as tradicgrities. The Company recognizes the investméritsrazalue and includes all unrealized holdingnga
and losses in the consolidated statements of apesat

Inventory— Inventories are stated at the lower of costtimsfirst-out basis) or market (net realizabléueg. Costs include material, labor and
manufacturing overhead. There were no inventorgries recorded at December 31, 2012 and 2011.

Samples— Samples consist of ILUVIEN applicators and apgtiic components to be used in the Company's satemarketing efforts and are included in
prepaid expenses and other current assets in tmp&u's consolidated balance sheets. Samplesendkpensed upon distribution as a selling expeSsanple
inventories included in prepaid expenses and atheent assets at December 31, 2012 and 2011,$68r8600 and $0 , respectively.

Long-Lived Assets- Property and equipment are stated at cost. Axditand improvements are capitalized while reaitcsmaintenance are expensed.
Depreciation is provided on the straidinte method over the useful life of the relatedets®eginning when the asset is placed in serVive estimated useful lives of
individual assets are as follows: furniture andui®rs and manufacturing equipment, five yearsiceféquipment and leasehold improvements, 29 maatfige years ;
and software, three years .

Impairment— Property and equipment and intangible asseteeaiewed for impairment whenever events or chamgescumstances indicate that the
carrying amount of an asset may not be recoversifeen indicators of impairment are present, the @amy evaluates the carrying amount of such asse&dation to
the operating performance and future estimatedsandinted net cash flows expected to be generatdtblpssets. If such assets are considered togaered, the
impairment to be recognized is measured by the atrmuwhich the carrying amount of the assets ededee fair value of the assets. The assessméime of
recoverability of assets will be impacted if estiethfuture operating cash flows are not achieved.

Income Taxes— In accordance with ASC 74hcome Taxesthe Company recognizes deferred tax assets alitities for temporary differences between
the financial reporting basis and the tax basissadssets and liabilities. The Company recordalaation allowance against its net deferred tagtassreduce the net
carrying value to an amount that is more likelyntimat to be realized.

Income tax positions are considered for uncertdmgccordance with ASC 7410. The Company believes that its income tax fifdogitions and deductiol
will be sustained on audit and does not anticipateadjustments that will result in a material deto its financial position; therefore, no ASC 7dDliabilities have
been recorded. The Company will recognize accroetest and penalties related to unrecognizedeagfiis, if any, as interest expense and incomexaense,
respectively, in the consolidated statements ofaijmns.

Significant management judgment is involved in dataing the provision for income taxes, deferreddasets and liabilities, and any valuation allogean
recorded against net deferred tax assets. Duectrtamties with respect to the realization of defe tax assets as a result of the Company's hiefaperating losses, a
valuation allowance has been established agaiegrttire net deferred tax asset balance. The vatualiowance is based on management’s estimates of
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

taxable income in the jurisdictions in which then@xany operates and the period over which defeereddsets will be recoverable. In the event thiatsheesults differ
from these estimates or the Company adjusts thetigeates in future periods, a change in the valnagilowance may be needed, which could materialpact the
Company'’s financial position and results of openadi

Research and Development CostdResearch and development costs are expensecuaseih

Stock-Based Compensatien The Company has stock option plans which providegfants of stock options to employees and dirsdimpurchase shares
the Company’s common stock at exercise prices gépequal to the fair values of such stock atdhtes of grant. Compensation cost is recognizedlfshare-based
awards based on the grant date fair value in aeogelwith the provisions of ASC 718pmpensation — Stock Compensatidihe fair values for the options are
estimated at the dates of grant using a Black-@shmption-pricing model.

Additionally, the Company sponsors an employeeksprzchase plan under which employees may elecbpayithholdings to fund purchases of the
Company'’s stock at a discount. The Company esteithgfair value of the option to purchase shafélseoCompany’s common stock using the Black-Scheiuation
model and recognizes compensation expense in aomgdvith the provisions of ASC 718-Fmployee Share Purchase Plans

Derivative Financial Instruments- The Company generally does not use derivativieuiments to hedge exposures to cash flow or maidet. However,
certain warrants to purchase Series A convertibdéePred Stock or common stock that do not meetdhairements for classification as equity, in ademce with the
Derivatives and Hedging Topic of the ASC, are dfabas liabilities. In such instances, net-casttlement is assumed for financial reporting pugsogven when the
terms of the underlying contracts do not providegfmet-cash settlement. These warrants are coadiderivative instruments because the agreemenyglp for
settlement in Series A Convertible Preferred Sharemsmmon shares at the option of the holder dfustment to the warrant exercise price for comsiveres at some
point in the future, and contain anti-dilution pigiens whereby the number of shares for which therants are exercisable and/or the exercise pfiteavarrants are
subject to change in the event of certain issuaots®ck at prices below the then-effective exsaqrice of the warrants. The primary underlyirslg Bxposure
pertaining to the warrants is the change in faine®f the underlying common stock. Such finaniriatruments are initially recorded at fair valughwéubsequent
changes in fair value recorded as a componentarfgdhin fair value of derivative warrant liabilitythe consolidated statements of operations ih eggorting period.
these instruments subsequently meet the requirerf@nequity classification, the Company reclassifihe fair value to equity. At December 31, 2Qi@se warrants
represented the only outstanding derivative inséntsiissued or held by the Company. There werautstamding derivative instruments at December 8112

Fair Value of Financial Instruments- The carrying amounts of the Company’s finanaiatiuments, including cash and cash equivalentscarrent
liabilities approximate their fair value becausehdir short maturities. The carrying amounts ef @ompany’s investments are stated at their faiketasalue in
accordance with ASC 82Bair Value Measurements and Disclosurdhe weighted average interest rate of the Coniparotes payable to Silicon Valley Bank and
MidCap Financial LLP approximates the rate at whteh Company could obtain alternative financingréfore, the carrying amount of the notes approtémtheir fair
value. The Company uses the Black-Scholes opti@ingrmodel and assumptions that consider, amolmer atariables, the fair value of the underlyingcktaisk-free
interest rate, volatility, expected life and dividerates in estimating fair value for the warrargssidered to be derivative instruments. Assumptigsed are generally
consistent with those disclosed for stock basedpemsation (see Note 11).

Foreign Currency Translatior— The financial statements of foreign subsidiahiage been translated into U.S. Dollars in accoreavith ASC 830-30,
Translation of Financial Statement3he financial position and results of operationthe Company's foreign subsidiaries are in tmeigm subsidiary's local currency
the functional currency. Expenses of such subs@tidrave been translated into U.S. Dollars at @eerates prevailing during the period in which dcévity took place.
Gains and Losses that result from foreign curreraysactions are included in general and admitigér@xpenses in the consolidated statements gatipas. During
the years ended December 31, 2012 and 2011, theacgnincurred approximately $52,000 and $3,008peetively, in net foreign currency transactiorstss Assets
and liabilities have been translated at the ratexchanges on the balance sheet date. No traskadijustments have been recorded at Decembef32,éhd 2011,
respectively.
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Earnings (Loss) Per Share (EPS) Basic EPS is calculated in accordance with ASQ, E&rnings per Sharby dividing net income or loss attributable to
common stockholders by the weighted average constamk outstanding. Diluted EPS is calculated iroedance with ASC 260 by adjusting weighted aveaaamor
shares outstanding for the dilutive effect of commstock options, warrants, convertible preferrettistand accrued but unpaid convertible preferredkstiividends. In
periods where a net loss is recorded, no effegitvisn to potentially dilutive securities, since #féect would be anti-dilutive. Weighted averagewdies that would
have diluted basic EPS, but were not included éncthmputation of diluted EPS because to do so wioaNg been anti-dilutive, were as follows:

Years Ended December 31,

2012 2011
Common stock warrants 3,28¢ 26,31
Stock options 855,54: 1,463,55!
Total 858,83( 1,489,86!

Reporting Segments- The Company does not report segment informatoih @perates in only one business segment.
Promotional and Advertising Costs Promotional and advertising costs are expenséttasred.

Recent Accounting Pronouncemenrtdn May 2011, the FASB amended the FASB AccounSitandards Codification to converge the fair value
measurement guidance in U.S. GAAP and Internatibmancial Reporting Standards. Some of the amentihodarify the application of existing fair valogeasuremel
requirements, while other amendments change phatipunciples in fair value measurement guidameeaddition, the amendments require additional\alue
disclosures. The amendments were effective foaffigears beginning after December 15, 2011. Thetamoof this guidance did not have a significanpact on the
Company's consolidated financial statements.
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3. FACTORS AFFECTING OPERATIONS

To date the Company has incurred recurring logssgative cash flow from operations, and has accatedla deficit of $231,116,000 from the Company’s
inception through December 31, 2012 . As of Decearthie2012 , the Company had approximately $49@®4in cash and cash equivalents.

The Company plans to proceed with the direct comialkzation of ILUVIEN in Germany, the United Kingch and France in 2013. The Company believes that it
has sufficient funds available to fund its openagibeyond the projected commercialization of ILUMIE these EU countries. The Company does not éxpec
generation of revenue until 2013, and therefores ahme expect to have positive cash flow from openatuntil 2014, if at all. If ILUVIEN is not appwed in additional
jurisdictions or does not generate sufficient reserthe Company may adjust its commercial plarthabit can continue to operate with its existiaglt resources
seek to raise additional financing.

The accompanying consolidated financial statemiese been prepared assuming the Company will aomtis a going concern. The Company's recurring net
losses, negative cash flow from operations, accatadldeficit, and current lack of a commercial picidaise substantial doubt about its ability tatgwe as a going
concern. The consolidated financial statementsaddnclude any adjustments that might result frbe ¢utcome of this uncertainty.
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4. INVENTORY

Inventory consisted of the following:

December 31,

2012 2011
(In thousands)
Component parts (1) $ 3Bz % —
Work-in-process (2) 684 —
Finished goods — —
Total inventory $ 71¢ $ —

(1) Component parts inventory consisted of manufect components of the ILUVIEN applicator.
(2) Work-inprocess consisted of completed units of ILUVIEN #r@ undergoing, but have not completed, quatisueance testing as required by regulatory autés:

5. PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

December 31,

2012 2011
(In thousands)
Furniture and fixtures $ 304 $ 30C
Office equipment 39¢€ 377
Software 42¢ 427
Leasehold improvements 45 45
Manufacturing equipment 52 52
Total property and equipment 1,22( 1,197
Less accumulated depreciation and amortization (1,106 (1,000
Property and equipment — net $ 114  $ 197

Depreciation and amortization expense associatédpsoperty and equipment totaled $106,000 and $D83for the years ended December 31, 2012 and 2011
respectively.
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6. ACCRUED EXPENSES

Accrued expenses consisted of the following:

December 31,

2012 2011
(In thousands)

Accrued clinical investigator expenses $ 897 $ 78¢
Accrued severance expenses (1) — 20¢€
Accrued other compensation expenses 237 621
Other accrued expenses 45 23
Total accrued expenses $ 1,17¢ % 1,63¢

Q) In connection with the FDA's second CRL isstethe Company in November 2011 (Note 1), managésued the board of directors of the Company apguiov

a workforce reduction pursuant to which the Companminated the employment of 11 employees. Thectftl employees were notified in December 2011.
The Company incurred $401,000 of severance experidecember 2011 in connection with the workforeduction of which $206,000 was payable at
December 31, 2011 . All amounts due at Decembe2@1l1 were paid to affected employees during tts¢ diuarter of 2012.
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7. LICENSE AGREEMENTS

The Company entered into an agreement with pSiilialnc. (pSivida) for the use of fluocinolone argtie (FAc) in pSivida’s proprietary delivery degim
February 2005, and a subsequent amendment in @888da is a global drug delivery company commitiethe biomedical sector and the development wg dielivery
products. Our agreement with pSivida provides uh wiworldwide exclusive license to develop andll&&IVIEN.

The Company'’s license rights to pSividgroprietary delivery device could revert to p8aif the Company were to (i) fail twice to cure litreach of an obligatic
to make certain payments to pSivida following rptei written notice thereof; (ii) fail to cure @hbreaches of material terms of its agreement pdiivida within 30
days after notice of such breaches or such longiéogh (up to 90 days ) as may be reasonably negeifshe breach cannot be cured within such 3§ joriod; (iii) file
for protection under the bankruptcy laws, make ssigmment for the benefit of creditors, appoinswifer appointment of a receiver or trustee ovepibperty, file a
petition under any bankruptcy or insolvency adhave any such petition filed against it and sudteeding remains undismissed or unstayed for agefimore than
60 days ; or (iv) notify pSivida in writing of itdecision to abandon its license with respect tertam product using pSivida’'s proprietary deliveisvice.

Upon commercialization of ILUVIEN, the Company mekare 20% of net profits and 33% of any lump sutestone payments received from a sub-licensee of
ILUVIEN, as defined by the agreement, with pSivittaconnection with this arrangement the Comparenigtled to recover 20% of commercialization casts
ILUVIEN, as defined in the agreement, incurred pt@product profitability out of pSivida’s sharéret profits. As of December 31, 2012 and 201ke,Eompany was
owed $5,565,000 and $4,064,000 , respectivelypimroercialization costs. Due to the uncertaintyutife net profits, the Company has fully reservezsé amounts in
the accompanying consolidated financial statemdifits.Company will owe pSivida an additional milestgpayment of $25.0 million if ILUVIEN is approvéy the
FDA.

In November 2007, the Company entered into a lieeggeement with Dainippon Sumitomo Pharma Co., (Ddinippon) whereby Dainippon granted the
Company a non-exclusive, worldwide, royalty fremetise to patent rights under specific patents atehpapplications. The Company paid $200,000 toipon
shortly after the execution of this license agreetaad will be required to make an additional pagtie the amount of $200,000 to Dainippon withind&s following
the first regulatory approval of a licensed prodadhe U.S. by the FDA.

In August 2007, the Company entered into an exotugption agreement with Emory University for tleehsing of certain patents for a class of compsuhét
the Company intends to evaluate for the treatmediseases of the eye, primarily the dry form of aglated macular degeneration. The Company madetizh
payment of $75,000 during the year ended Decemhe2@7 for the option to license the compoundbeend of an evaluation period. The Company esedcits
option and entered into an exclusive license irfitld of ophthalmology in July 2009, and issueddgynUniversity and its inventor $150,000 in comnsbock based on
the estimated fair value at the time of issuant® Company would have owed Emory University upg@$5,000 in additional development and regulaioiltgstones
under the terms of the license agreement. How#veiCompany elected to terminate this license ageeéin accordance with its terms in September 2011

In February 2008, the Company entered into a siradalusive option agreement with Emory Universidythe patent rights to a second class of compswidch
will be evaluated for the treatment of diseasethefeye, primarily the dry form of age related macdegeneration. The initial payment was $60,008e Company
exercised its option and entered into an exclusbemse in the field of ophthalmology in August 20@nd issued Emory University and its inventor@G@80in commor
stock based on the estimated fair value at the d¢ifiessuance in December 2009. The Company would baved Emory University up to $5,850,000 in aduiél
development and regulatory milestones under timest@f this license agreement. However, the Comptested to terminate this license agreement inrdecwe with
its terms in September 2011.
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8. TERM AND REVOLVING LOAN AGREEMENT
Term Loan

On October 14, 2010 (Effective Date), the Compartgred into a Loan and Security Agreement (TernrmL&greement) with Silicon Valley Bank and MidCap
Financial LLP (Lenders). Pursuant to the origiraitts of the Term Loan Agreement, the Company wtaseghto borrow up to $12.5 million , of which $& million
(Term Loan A) was advanced to the Company on tlfecEfe Date. The Company was entitled to draw dtivenremaining $6.25 million under the Term Loaerfh
Loan B and together with Term Loan A, the Term Daéthe FDA approved the Company’s NDA for ILUVIEptior to or on July 31, 2011. On May 16, 2011, the
Company and the Lenders amended the Term Loan AgreTerm Loan Modification) to, among other thingxtend until December 31, 2011, the date by lwthie
FDA must approve the NDA in order for the Compamytaw down Term Loan B and increase the amouiieah Loan B by $4.75 million to $11.0 million . In
addition, the maturity date of the Term Loan wateeded from October 31, 2013 to April 30, 2014 (iéroan Maturity Date). As a result of the issuantthe second
CRL by the FDA in November 2011 (Note 1), the Compdid not draw down Term Loan B by December 31,128nd the availability to draw down Term Loan B
expired.

The Company will owe the Lenders a final interestrpent on the Term Loan Maturity Date equal to 4%he total amount borrowed (Final Interest Paymehs
of December 31, 2012 and 2011, the company recedi$209,000 and $128,000 , respectively, of accintedest expense, which is included in other |terga
liabilities, for the Final Interest Payment.

The Company was required to pay interest on Teraml&at a rate of 11.5% on a monthly basis thralwgh 31, 2011, and since August 2011, the Compasy h
been required to repay the principal in 33 equattimy installments plus interest at a rate of 11.5%

If the Company repays Term Loan A prior to matyrihe Company must pay to the Lenders a prepayfeerdqual to 1.0% of the total amount of princigein
outstanding, provided that such fee will be redune&0% in the event that the prepayment occueeimection with an acquisition of the Company.

To secure the repayment of any amounts borrowedrithd Term Loan Agreement, the Company grantéketd enders a first priority security interest Ihad its
assets, including its intellectual property, howetiee lien on the Company'’s intellectual propevtil be released if the Company meets certain fof@rconditions. The
occurrence of an event of default could resulhimdcceleration of the Company’s obligations unkerTerm Loan Agreement and an increase to thécaj interest
rate, and would permit the Lenders to exercise dé@sawvith respect to the collateral under the Teoan Agreement. The Company also agreed not t@pled
otherwise encumber its intellectual property asg&dslitionally, the Company must seek the Lendepgroval prior to the payment of any cash dividetodss
stockholders.

On the Effective Date, the Company issued to thedkes warrants to purchase an aggregate of up, i1@3%hares of the Company’s common stock. Eatteof
warrants is exercisable immediately, has a perestegrcise price of $11.00 and has a term of 16syethe Company estimated the fair value of wasrgranted using
the Black-Scholes option pricing model. The aggredair value of the warrants was estimated to 38900 . The Company allocated a portion of tleeg@eds from
the Term Loan Agreement to the warrants in accarelavith ASC 470-20-25-Debt Instruments with Detachable Warrantss a result, the Company recorded a
discount of $366,000 which is being amortized teri@st expense using the effective interest meffioel.Lenders will have certain registration rightth respect to the
shares of common stock issuable upon exercisé of tileir warrants. The Company paid to the Lesder upfront fee of $62,500 on the Effective Date an
additional fee of $50,000 in connection with thermé.oan Modification. In accordance with ASC 470-80-17,Debt — Modifications and Extinguishmentee
Company is amortizing the unamortized discount emTLoan A and the $50,000 modification fee overrgmaining term of Term Loan A, as modified. Temters
also hold warrants to purchase an aggregate af 69,099 shares of the Company’s common stock,hwligre exercisable only if Term Loan B had beeraaded to
the Company. As a result of the issuance of therse€RL by the FDA in November 2011 (Note 1), trer®any did not draw down Term Loan B by December 31
2011 and the ability to draw down Term Loan B eagirConsequently, the warrants issued to the Lenideronnection with Term Loan B are not exercigabl

The Company is required to maintain its primaryragieg and other deposit accounts and securitiesuats with Silicon Valley Bank, which accounts nus
represent at least 50% of the dollar value of tben@any’s accounts at all financial institutions.

The weighted average interest rate of the Compamtss payable to Silicon Valley Bank and MidCapdficial LLP approximates the rate at which the Camgp
could obtain alternative financing; therefore, tlherying amount of the notes approximates theinfaiue.
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On February 6, 2012, the Company received a lfgtiar the Lenders stating that they reserve the tiglassert that recent events, including the issaiaf the
second CRL and a decrease in the market valueed@émpany’s public equity securities, may repreaemiterial impairment of the value of the collatemder the
loan agreements. To date, the Lenders have not suatiean assertion, and in the opinion of manageeseraterial impairment of the value of the collatéas not
occurred.

Working Capital Revolver

Also on the Effective Date, the Company and Silittatley Bank entered into a Loan and Security Agreet, pursuant to which the Company obtained aredcu
revolving line of credit (Working Capital Revolverpm Silicon Valley Bank with borrowing availahiyi up to $20,000,000 (Revolving Loan Agreement).Nbay 16,
2011, the Company and Silicon Valley Bank amentiedRevolving Loan Agreement to extend the matwfitie of the Working Capital Revolver from Octobér 301z
to April 30, 2014.

The Working Capital Revolver is a working capitalsked revolving line of credit in an aggregate amofinp to the lesser of (i) $20,000,000 , or @%% of
eligible domestic accounts receivable. As of Decendi, 2012 and 2011 , respectively,amounts under the Working Capital Revolver werestaumding or available 1
the Company. The Company may only draw on the w@wglline of credit against eligible U.S. domestounts receivable, which it would not expectadwehprior to
the launch of ILUVIEN in the U.S. Therefore, th@obsing line of credit, which expires in April 201% not currently, and may never be, availabldhéoCompany.

Amounts advanced under the Working Capital Revalvitibear interest at an annual rate equal ta&iliValley Bank’s prime rate plus 2.5Q%ith a rate floor o
6.50% ). Interest on the Working Capital Revolvdf be due monthly, with the balance due at theurigt date. On the Effective Date, the Company pai&ilicon
Valley Bank an upfront fee of $100,000 . In additid the Company terminates the Working Capita®teer prior to maturity, it will be required to pao Silicon
Valley Bank a fee of $200,000 (Termination Feepvted that such Termination Fee will be reduce®®¥ in the event of an acquisition of the Company.

To secure the repayment of any amounts borrowedruhd Revolving Loan Agreement, the Company gratdeSilicon Valley Bank a first priority security
interest in all of its assets, including its inteliual property, however, the lien on the Compamtilectual property will be released if the Cang meets certain
financial conditions. The occurrence of an everdefault could result in the acceleration of therany’s obligations under the Revolving Loan Agreatrand an
increase to the applicable interest rate, and wpetcit Silicon Valley Bank to exercise remediethwispect to the collateral under the Revolving.dgreement. Tr
Company also agreed not to pledge or otherwiserabeuits intellectual property assets. Additionathe Company must seek Silicon Valley Bank’s apalgrior to
the payment of any cash dividends to its stockhelde
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9. COMMITMENTS AND CONTINGENCIES

Term Note Payable- In October 2010, the Company received procee®&$@50,000 from the issuance of a Note Payabtertmin lenders (Note 8). As of
December 31, 2012 a schedule of future minimumcjpal payments under the Note Payable is as foll@wthousands):

Years Ending December 31

2013 $ 2,27%
2014 757
Total $ 3,03(

As of December 31, 2012 , the Company had $20%0601ed and unpaid interest payable on the NotelfkayAs of December 31, 2011 , the Company had
$183,000 accrued and unpaid interest payable oNdbe Payable.

Operating Leases- The Company leases office space and equipmermtrumhcancelable agreements accounted for as opgeledises. The leases generally
require that the Company pay taxes, maintenanceinaarance. Management expects that in the naowake of business, leases that expire will bewedeor replace
by other leases. In November 2012, the Companyedign extension of its lease for office space tfinalanuary 31, 2015. Also in November 2012, the @om signed
a lease for office space for its wholly-owned sdlasy, Alimera Sciences Limited (Note 1), from Janul, 2013 to December 31, 2013. At December 3122 a
schedule by year of future minimum payments ungerating leases is as follows:

December 31,

2013 2014 2015
(In thousands)
Alimera Sciences Inc. $ 264 % 27z $ 23
Alimera Sciences Limited 10C — —
Total $ 364 $ 27z $ 23

Rent expense under all operating leases totaled=ipmately $270,000 and $259,000 for the years émdlecember 31, 2012 and 2011 , respectively.

Capital Leases— The Company leases equipment under capital le@ikesproperty and equipment is capitalized ateébser of fair market value or the present
value of the minimum lease payments at the incepifdhe leases using the Company’s incrementabladng rate.

At December 31, 2012, a schedule by year of futtiremum payments under capital leases, togethigrtwe present value of minimum lease paymentss is
follows (in thousands):

Years Ending December 31

2013 $ 6

Total 6
Less amount representing interest —
Present value of minimum lease payments 6
Less current portion (6)
Noncurrent portion $ —
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Property and equipment under capital leases, wdnelincluded in property and equipment (Note Shsested of the following:

December 31,

2012 2011
(In thousands)
Office equipment $ 36 % 36
Less accumulated amortization (30) (19
Total $ 6 $ 17

Depreciation expense associated with office equitraeder capital leases was $11,000 and $10,000éoyears ended December 31, 2012 and 2011 ,
respectively.

Significant Agreements- In February 2010, the Company entered into an aggaewith a third party manufacturer for the mawtidee of the ILUVIEN insert, tr
assembly of the ILUVIEN applicator and packagindghaf completed ILUVIEN commercial product. The Camy is responsible for supplying the ILUVIEN applior
and the active pharmaceutical ingredient. In acoed with the terms of the agreement, the Comparst order at least 80% of the ILUVIEN units reqdiie the U.S.,
Canada and the EU from the third party manufactiorean initial term of six years. The agreemerg &a initial six year term and will automaticalgnew for
successive one year periods unless either paiityedglvritten notice of non-renewal to the otheleasst 12 months prior to the end of the then citierm.

In March 2011, the Company entered into an agreemigéima CRO for clinical and data management sewio be performed in connection with a physician
utilization study which is being conducted to assbe safety and utility of the commercial versadnhe ILUVIEN applicator. In accordance with therns of the
agreement, the Company will incur approximatelyl$2,000 in costs with the CRO through 2013. Foryders ended December 31, 2012 and 2011 , the Gympa
incurred $798,000 and $670,000 , respectivelyxptase associated with this agreement. At Decethe2012 and 2011 , $160,000 and $658,000 , respbgtis
included in outsourced services payable.

In February 2012, the Company engaged a consiiftaannection with the Company's efforts to obthia approval of ILUVIEN from the FDA. During the 3%
ended December 31, 2012, the Company recordedxpyately $2,300,000 in costs pertaining to conadlfiees related to the Company's agreement wish thi
consultant. The Company expects to record an additi$1,400,000 in charges in connection with sigileement through 2013. In addition, the Compasyalgaeed to
pay the consultant $2.0 million , if, and onlytlie FDA approves the Company's NDA for ILUVIEN.

In November 2012, the Company entered into an aggaewith Quintiles Commercial Europe Limited. Untlee agreement, Quintiles Commercial Europe
Limited and its affiliates (collectively, QuintilgSommercial) will provide certain services to thengpany in connection with the commercializationlddVIEN in
certain countries in Europe under subsequent grojelers. Such services may include marketing,dbraanagement, sales promotion and detailing, madadss,
pricing and reimbursement support, regulatory, weddicience liaison and communications and/or aiblgisory services. Currently, the Company hasredtmto six
project orders with Quintiles Commercial for theyision of services in Germany, the United Kingdana France. Under the existing project orders Citvapany will
incur approximately $27,100,000 in costs with QiéstCommercial through 2015. For the year endeceber 31, 2012 , the Company incurred $1,337¢0@8pens:
associated with this agreement. At December 312 282,438,000 is included in outsourced serviesgble and $1,269,000 is included in prepaid exggeaad other
current assets. Currently, we have entered intprsipect orders with Quintiles Commercial for theysion of sales, marketing, management, marketsscand medic
science personnel in Germany, the United KingdochFmance. Under these project orders Quintiles Ceroial currently employs 16 persons fully dedicatethe
Company and expects this number to grow to 25 bgebBer 2013. Quintiles Commercial also employsét@qns partially dedicated to Alimera in Germahwg, t
United Kingdom and France.

Employment Agreements The Company is party to employment agreements fivie executives. The agreements generally profadennual salaries, bonuses,
and benefits and for the “at-will” employment othuexecutives. Effective January 1, 2013, the Campeas party to six agreements with salaries ranffiom
$261,000 to $445,000 . Effective January 1, 201 Gompany was party to five agreements with sslaanging from $254,000 to $432,000 . If any efdlgreements
are terminated by the Company without cause, dhéymployee for good reason, as defined in theemgents, the Company will be liable for one yeasatéry and
benefits. Certain other employees have general@mmnt contracts which include stipulations regagdionfidentiality, Company property, and miscedians items.
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10. PREFERRED STOCK

On October 2, 2012, the Company closed its prefesteck financing in which it sold units consistiofgl,000,000 shares of Series A Convertible PrefeStock
and warrants to purchase 300,000 shares of Ser@sniertible Preferred Stock for gross proceed®6£000,000 , prior to the payment of approxima$&§0,000 of
related issuance costs. The powers, preferencesgintsl of the Series A Convertible Preferred Stack set forth in the certificate of designatidaediby the Company
with the Secretary of State of the State of Delawar October 1, 2012. Each share of Series A CtbleePreferred Stock, including any shares of &eA Convertible
Preferred Stock issued upon exercise of the waréntonvertible into shares of the Company’s coamistock at any time at the option of the holdehatrate equal to
$40.00 divided by the then current conversion pf@enversion Price). The initial Conversion Pri¢&2.91 of the Series A Convertible Preferred Steckubject to
adjustment to $3.16 or $2.66 based on the occugrennon-occurrence of certain events relatinguidance from NICE regarding ILUVIEN, in addition ¢ertain
customary price based anti-dilution adjustmentsolintary conversion by the holder prior to theedetination of this adjustment is subject to a Cosiom Price of
$3.16 per share. Each share of Series A ConveRitgdferred Stock shall automatically be convened shares of common stock at the then-effectivev€sion Price
upon the occurrence of the later to occur of bptthé Company receives and publicly announcesfipeoval by the FDA of the Company’s NDA for ILUMEand
(i) the date on which the Company consummategjaityefinancing transaction pursuant to which th@any sells to one or more third party investdtsee (a) share
of common stock or (b) other equity securities tivatconvertible into shares of common stock aatltthve rights, preference or privileges, seniarton a parity with,
the Series A Convertible Preferred Stock, in eadedaving an as-converted per share of commok giime of not less than $10.00 and that resultstial gross
proceeds to the Company of at least $30,000,000 .

Each unit sold in the preferred stock financinduded a warrant to purchase 0.30 shares of Seriésrivertible Preferred Stock at an exercise pripskto
$44.00 per share. At the election of the holdex ofarrant, the warrant may be exercised for thebasrof shares of common stock then issuable upowersion of the
Series A Convertible Preferred Stock that woulceothise be issued upon such exercise at the thente# Conversion Price.

The gross proceeds of the financing of $40,000y0&@ allocated to the Series A Convertible Prete8tock, $32,499,000 , and the warrants, $7,501,000
Offering costs of $455,000 were charged to theeSeki Convertible Preferred Stock carrying valuel $h05,000 were expensed in connection with theamés in
proportion to the allocation of the proceeds toSeees A Convertible Preferred Stock and the vmsradBecause the value of the common stock underlyie Series A
Convertible Preferred Stock at issuance upon anaty conversion did not exceed the amount of thegeds allocated to the Series A Convertible PredeStock at
issuance, the Company did not record a benefioiaersion feature. If the Conversion Price of tkee®s A Convertible Preferred Stock is adjusted mleard in the
future, the Company will record a beneficial corsien feature.

These warrants are considered derivative instrusrtegtause the agreements provide for settlem&wuries A Convertible Preferred Stock shares or comm
stock shares at the option of the holder, an aaljeist to the warrant exercise price for common shatsome point in the future, and contain antitiih provisions
whereby the number of shares for which the warrareexercisable and/or the exercise price of #gamts are subject to change in the event ofinggsuances of
stock at prices below the then-effective exerciseepof the warrants. Therefore the warrants wecemded as a liability at issuance. At Decembe812 the fair
market value of the warrants was estimated to b€184000 . The Company recorded a gain of $3,083380a result of the change in fair value of therards in the
fourth quarter of 2012.

82




Table of Contents
ALIMERA SCIENCES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

11. STOCK INCENTIVE PLANS

The Company has stock option and stock incentigagphich provide for grants of shares to emplogeelsgrants of options to employees and directors t
purchase shares of the Company’s common stockeatieg prices generally equal to the fair valuesuch stock at the dates of grant. Options gratatednployees
typically become exercisable over a four -yearimggperiod and have a ten -year contractual tenitial options granted to directors typically veser a four -year
period and have a ten -year contractual term. Anopigon grants to directors typically vest inmedlg and have a ten-year contractual term.

As of December 31, 2012 , the Company was auttobtzgrant options to purchase up to 956,003 shardsr the 2010 Equity Incentive Plan. Upon the@se
of stock options, the Company may issue the reduhares out of authorized but unissued commork stioout of treasury stock at management’s dismneti

A summary of stock option transactions under tla@glare as follows:

Years Ended December 31,

2012 2011
Weighted Weighted
Average Average
Exercise Exercise
Options Price Options Price
Options outstanding at beginning of period 2,607,441 $ 3.8¢ 2,741,98" $ 3.81
Grants 3,027,501 1.7¢ 155,00( 7.8¢
Forfeitures (107,82 5.57 (144,75)) 8.9¢
Exercises (34,049 1.5¢ (144,78) 1.65
Options outstanding at year end 5,493,07! 2.67 2,607,441 3.8¢
Options exercisable at year end 2,471,29! 3.0€ 2,058,58! 2.7¢
Weighted average per share fair value of optioastgd during the year $ 1.3¢ $ 5.67

The following table provides additional informatioglated to outstanding stock options, fully vesttk options, and stock options expected to agsif
December 31, 2012 :

Weighted Weighted

Average Average Aggregate

Exercise Contractual Intrinsic

Shares Price Term Value
(In thousands)

Outstanding 5,493,070 $ 2.67 7.60 year. $ 204
Exercisable 2,471,29! 3.0¢€ 5.24 year 204
Expected to vest 2,172,67: 2.5t 9.52 year: —

The Company estimated the fair value of optionsig@ using the Black-Scholes option-pricing modihwthe following weighted-average assumptions dsed
option grants:

Years Ended December 31,

2012 2011
Risk-free interest rate 1.01% 1.61%
Volatility factor 98.5%% 88.21%
Grant date fair value of common stock $ 132 % 5.67
Weighted-average expected life 5.98 year 5.78 year
Assumed forfeiture rate 10.0(% 10.0(%
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Employee stock-based compensation expense retatgddak options recognized under ASC 718 was &l

Years Ended December 31,

2012 2011
(In thousands)
Marketing $ 26 9 352
Research and development 44k 37¢
General and administrative 934 1,07¢
Total employee stock-based compensation expense $ 1647 $ 1,80¢

As of December 31, 2012, there was approximatel9483000 of total unrecognized compensation cdatea® to outstanding stock option awards that lnéll
recognized over a weighted average period of 3a2syd he total fair value of shares vested dutfiregyear ended December 31, 2012 was approximate®g$,000 .

The total estimated fair value of options grantedrdy the years ended December 31, 2012 and 204 B%865,000 and $879,000 , respectively. The total
estimated intrinsic value of options exercised miyithe years ended December 31, 2012 and 2011222800 and $897,000 , respectively.

Per the terms of the Company’s 2004 and 2005 Ojftians (Plans), the Company’s October 2012 Seri€srvertible Preferred Stock financing (Note 10)
constituted a change of control for the purpose@laf and result in an acceleration of the vestingd,380 unvested options. The Company recogr$a®é,000 of
compensation expense in connection with this acaield vesting.

The Company’s 2010 Plan provides for annual in@ga&s the number of shares available for issudmaetinder on the first day of each fiscal year eutne
least of: (1) 2,000,000 shares of our common st(®)k 4% of the shares of common stock outstandirthat time; and (3) such other amount as ourdoogdirectors
may determine. On January 1, 2013, an additior2811651 shares became available for future issuamder the 2010 Plan. These additional shares thenannual
increase under the 2010 Plan are not includederidiegoing discussion.
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The following table summarizes outstanding and @gable options at December 31, 2012 :

Options Outstanding Options Exercisable

Weighted Weighted

Average Average

Remaining Remaining

Number Contractual Number Contractual

Exercise Prices Outstanding Life Exercisable Life

$1.33 579,02: 3.37 579,02 3.37
1.39 380,51¢ 4.79 380,51 4.79
1.65 960,00( 9.11 145,83: 9.11
1.66 1,650,00! 9.97 — 0
1.70 97,70¢ 9.09 22,50: 9.09
2.04 223,74t 1.78 223,74t 1.78
2.11 100,00( 9.88 = 0
2.24 4,50¢ 5.16 4,50¢ 5.16
2.32 130,00( 9.85 41€ 9.85
241 446,18 5.22 446,18 5.22
2.49 20,00( 9.75 = 0
2.77 52,50( 9.45 52,50( 9.45
3.26 3,67¢ 5.39 3,67¢ 5.39
3.88 33,82: 5.09 33,82¢ 5.09
4.01 254,50( 6.59 254,501 6.59
5.03 2,527 5.65 2,527 5.65
5.44 2,05¢ 5.77 2,05¢ 5.77
6.74 85,65¢ 7.61 53,04¢ 7.61
7.53 37,50( 8.44 37,50( 8.44
7.97 20,00( 8.30 7,50( 8.30
8.47 48,50( 7.96 28,39¢ 7.52
11.00 50,00( 7.32 31,24¢ 7.32
11.15 302,65( 7.84 157,62! 7.84
11.91 8,00( 7.92 4,16¢ 7.92

5,493,07! 2,471,29

Restricted Stock Uni

In February 2012, the Company awarded 85,447 cestirstock units (RSUs), to executive officers amployees at a grant date fair value of $1.70 (&g RA
RSU is a stock award that entitles the holder ¢eike shares of the Company’s common stock asvtaedavests. The fair value of the RSUs was detezthon the date
of grant based on the closing price of the Compaogmmon stock on the date of grant, which eqb@$RISU’s intrinsic value. The RSUs were to vestuihe receipt
of marketing authorization of ILUVIEN in four of ¢hseven EU countries in which ILUVIEN is recommethdier marketing authorization (Note 1). During 201t
United Kingdom, Austria, Portugal and France grdmterketing authorization to ILUVIEN and, as a teghe RSUs became fully vested and the Compacygrized
$145,000 of compensation expense during 2012 inexiion with the RSUs.
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12. COMMON STOCK WARRANTS

The Company has issued warrants to purchase coratackito various members of the board of directhigd-parties for services, and lenders. Totalrasats to
purchase common stock issued and exercisable 2e¢s6®8and 82,715 at December 31, 2012 and 20kpectvely, at exercise prices ranging from $1c7811.00 per
share. The warrants are exercisable for a periddtofl0 years from the issuance date.

Warrants to purchase 39,773 of the Company’s constack were granted during the year ended DeceB1he2010 in connection the issuance of the term and
revolving loan agreement (Note 8). The Lenders htdd warrants to purchase an aggregate of up,296%hares of the Company’s common stock, whichidvbave
been exercisable only if Term Loan B had been ackéio the Company. As a result of the issuant¢bkeo$econd CRL by the FDA in November 2011 (Notete
Company did not draw down Term Loan B by Decemlie2B11 and the ability to draw down Term Loan Bised. Consequently, the warrants issued to thel&enir
connection with Term Loan B are not exercisable.
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13. INCOME TAXES

The components of the income tax benefit were kse:

Years Ended December 31,

2012 2011
(In thousands)

Deferred benefit (expense):

Federal $ 754 % 7,49(
State 87¢ 882
8,42; 8,37:

Valuation allowance (8,427) (8,379
Income tax benefit (expense) $ —  $ —

In accordance with ASC 740, the Company recogrieésrred tax assets and liabilities for temporaffgiEnces between the financial reporting basi the tax
basis of its assets and liabilities. The Compangnds a valuation allowance against its net dedetag asset to reduce the net carrying value @naount that is more
likely than not to be realized.

Income tax positions are considered for uncertamgccordance with ASC 740-10. The Company bedigkat its income tax filing positions and dedutsiare
more likely than not of being sustained on audi daes not anticipate any adjustments that willltés a material change to its financial posititimerefore, no ASC
740-10 liabilities and no related penalties andriest have been recorded. Tax years since 2003rrsnigect to examination in Georgia, Tennesseg oarthe federal
level. The Company does not anticipate any matehiahges to its uncertain tax positions withinribgt 12 months.

Significant management judgment is involved in deiring the provision for income taxes, deferreddasets and liabilities, and any valuation allogean
recorded against net deferred tax assets. Duecirtainties with respect to the realization of defe tax assets due to the history of operatinggl®sa valuation
allowance has been established against the ewrtirdefierred tax asset balance. The valuation alloe/é&s based on management’s estimates of taxatdene in the
jurisdictions in which the Company operates andpiiigod over which deferred tax assets will be vecable. In the event that actual results diffenfrthese estimatt
or the Company adjusts these estimates in futuiegse a change in the valuation allowance mayedsslad, which could materially impact the Compafipancial
position and results of operations.

At December 31, 2012 and 2011 , the Company hagtdédet operating loss (NOL) carry-forwards of mp@mately $142,510,000 and $120,353,000 and state
NOL carny-forwards of approximately $125,972,000 , and $303,000 respectively, that are available to redutge income unless otherwise taxable. If notaed,
the federal NOL carry-forwards will expire at var®odates between 2023 and 2032 and the state N®J-foavards will expire at various dates between 2826 2032

NOL carry-forwards may be subject to annual liniitas under Internal Revenue Code Section 382 (mpeoable provisions of state law) in the event teatain
changes in ownership of the Company were to odtwe.Company periodically evaluates its NOL cdogwards and whether certain changes in ownergghyding its
IPO, have occurred that would limit the Companydgity to utilize a portion of its NOL carry-forwas. If it is determined that significant ownershimnges have
occurred since the Company generated its NOL darwyards, it may be subject to annual limitatiomstioe use of these NOL carry-forwards under InteRevenue
Code (IRC), Section 382 (or comparable provisidnstate law). The issuance of the Series A CorberfPreferred Stock on October 2, 2012 constitatedh a change
in ownership. The Company is currently performirfgranal analysis of our NOLs in connection with IB€ction 382 as a result of this change to deterthia extent
of the limitation of its NOL carry-forwards.
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Net deferred tax assets (liabilities) were as fetio

Depreciation and amortization
Other deferred tax assets
NOL carry-forwards
Research and development costs
Collaboration agreement receivable reserves
Valuation allowance

Total

December 31,

2012 2011
(In thousands)

$ 11€  $ 15C
1,257 71¢

53,12 44,71(

7,11¢€ 8,17¢

2,11¢ 1,54:

(63,727 (55,30)
$ — 3 =

The income tax benefit differs from the amount deteed by applying the U.S. federal statutory inectex rate to the pre-tax accounting loss as fallow

Years Ended December 31,

2012
Amount Percent Amount Percent
Federal tax benefit at statutory rate $ (6,719 34.(% $ (7,655 34.C%
State tax — net of federal benefit (782) 4.C (892) 4.C
Permanent items (927) 4.7 37¢ (2.7
Other — — (20%) 0.8
Increase in valuation allowance 8,42: (42.9) 8,37¢ (37.2)
Total tax benefit (expense) $ — —% $ — — %

88




Table of Contents
ALIMERA SCIENCES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

14. FAIR VALUE

The Company adopted Statement of Financial Accogr8itandards No. 15Fair Value Measuremen{&\SC 820), effective January 1, 2008. Under thamdard,
fair value is defined as the price that would beeieed to sell an asset or paid to transfer alitgl§i.e., the “exit price”) in an orderly transi@mn between market
participants at the measurement date.

In determining fair value, the Company uses varimlaation approaches. The hierarchy of those valuapproaches is broken down into three levetetan
the reliability of inputs as follows:

Level 1 inputs are quoted prices in active markatadentical assets or liabilities that the repuagtentity has the ability to access at the measeant date. A
active market for the asset or liability is a markewhich transactions for the asset or liabibycur with sufficient frequency and volume to pde/pricing information
on an ongoing basis. The valuation under this aaraoes not entail a significant degree of judgmen

Level 2 inputs are inputs other than quoted pricelsided within Level 1 that are observable for éisset or liability, either directly or indirectlyevel 2
inputs include: quoted prices for similar assetbatnilities in active markets, inputs other tharotgd prices that are observable for the assélality, (e.g., interest
rates and yield curves observable at commonly guatervals or current market) and contractualewifor the underlying financial instrument, as vesllother relevant
economic measures.

Level 3 inputs are unobservable inputs for thetamskability. Unobservable inputs shall be usedrteasure fair value to the extent that obserniaplats are
not available, thereby allowing for situations ihieh there is little, if any, market activity fdne asset or liability at the measurement date.

There have been no changes in the methodologidsatisdecember 31, 2012 and 2011.

The following fair value table presents informatemout the Company’s assets and liabilities medsatréair value on a recurring basis:

December 31, 2012

Level 1 Level 2 Level 3 Total
(In thousands)
Assets:
Cash equivalents(1) $ 48,94: $ — 8 — 3 48,94
Assets measured at fair value $ 48,94: $ — $ —  $ 48,94
Liabilities:
Derivative warrant liability (2) $ —  $ 4,418 $ — 3 4,41¢
Liabilities measured at fair value $ —  $ 4,418 $ — 8 4,41¢
December 31, 2011
Level 1 Level 2 Level 3 Total
(In thousands)
Assets:
Cash equivalents(1) $ 32,43t $ — % — 8 32,43¢
Investments in marketable debt securities(3) — 50C — 50C
Assets measured at fair value $ 3243t % 50 $ — 3 32,93¢

1) The carrying amounts approximate fair value ttuthe shorterm maturities of the cash equivale
2 The Company uses the Black-Scholes optionngimodel and assumptions that consider, among gtr&ébles, the fair value of the underlying staigk-free

interest rate, volatility, expected life and dividierates in estimating fair value for the warrasgssidered to be derivative instruments. Assumptiged are
generally consistent with those disclosed for stoaed compensation (see Note 11).
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(©)] Valuations are based on quoted prices in ntsitk@t are not active or for which all significamputs are observable, either directly or indisecthese prices
include broker or dealer quotations, or alternagisieing sources with reasonable levels of prie@sparency. Pricing sources include industry stahdata
providers, security master files from large finahanstitutions, and other third party sources warace input into a distribution-cunlesed algorithm to determ
a daily market value. This creates a “consensug’par a weighted average price for each security.
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15. EMPLOYEE BENEFIT PLANS

The Company has a salary deferral 401(k) plan wbisters substantially all employees of the Compémvay 2008, the Company established a plan tecmat
participant contributions subject to certain planitations. The Company’s matching plan took eff@etluly 1, 2008. Compensation expense associatedhg
Company’s matching plan totaled $66,000 and $85{60the years ended December 31, 2012 and 2@kbectively. The Company may also make an annual
discretionary profit-sharing contribution. No sudiscretionary contributions were made during thergended December 31, 2012 and 2011 .

In April 2010, the Company established an Empldytek Purchase Plan (the “Purchase Plan”). Unde€timpany’s Purchase Plan, eligible employees can
participate and purchase common stock semi-anntrathyigh accumulated payroll deductions. The Puwelian is administered by the Compartyoard of directors «
a committee appointed by the Company’s board efcttirs. Under the Purchase Plan eligible emplogesspurchase stock at 85% of the lower of therfeirket value
of a share of Common Stock on the offering dattherexercise date. The Purchase Plan provides/osit -month purchase periods generally startimghe first
trading day on or after October 31 and April 3@ath year. Eligible employees may contribute upb% of their eligible compensation. A participarayrpurchase a
maximum of 2,500 shares of common stock per puechasod. The value of the shares purchased ircalendar year may not exceed $25,000 .

The Purchase Plan was effective upon the complefitime Company’s IPO, at which time a total of 422 shares of the Company’s common stock were made
available for sale. As of January 1 of each ydartiag in 2011, the reserve will automaticallyrestored to the original level. A total of 15,98Ha1,910 shares of the
Company’s common shares were acquired throughuhehBse Plan during the years ended December 32,&@ 2011 , respectively. As such, on Janua?2@13 and
2012, respectively, an additional 15,984 and 21 $H¥es became available for future issuance uhdd?urchase Plan. In accordance with ASC 718ke0lability to
purchase stock at 85% of the lower of the fair mavalue of a share of Common Stock on the offediaig or the exercise date represents an optiamCbmpany
estimates the fair value of such options at theption of each offering period using the Black-Sebwaluation model. In connection with the Puren@kan, the
Company recorded $34,000 and $66,000 of compensatjoense for the years ended December 31, 201204rid, respectively.
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Exhibit Exhibit

Number Title

3.2 Restated Certificate of Incorporation of Registrastamended on various dates (filed as Exhibit3&mendment No. 4 to the Registrant’s
Registration Statement on Form S-1 (SEC File N8-B32782), as filed on April 6, 2010, and incorgteceherein by reference)

34 Amended and Restated Bylaws of the Registrant(file Exhibit 3.4 to Amendment No. 4 to the RegigisaRegistration Statement on Form
S-1 (SEC File No. 333-162782), as filed on Apri610, and incorporated herein by reference)

4.3 Second Amended and Restated Investor Rights Agreteateged March 17, 2008, by and among the Regtstrartain stockholders and the
investors listed on the signature pages therdax(éis Exhibit 4.3 to Amendment No. 1 to the Regitts Registration Statement on Form S-
1 (SEC File No. 333-162782), as filed on Decemi®r2D09, and incorporated herein by reference)

4.4 Second Amended and Restated Stock Sale Agreenaeat] March 17, 2008, by and among the Registraniio stockholders and the
investors listed on the signature pages therdax(éis Exhibit 4.4 to Amendment No. 1 to the Regitts Registration Statement on Form S-
1 (SEC File No. 333-162782), as filed on Decemt®r2D09, and incorporated herein by reference)

4.5 Omnibus Amendment, dated August 25, 2009, by armhgrthe Registrant, certain stockholders and thesitors listed on the signature
pages thereto (filed as Exhibit 4.5 to Amendment Ntw the Registrant’s Registration Statement@mS-1 (SEC File No. 333-162782), as
filed on December 23, 2009, and incorporated hdrgireference)

4.6 Warrant to Purchase Stock dated October 14, 2@L@dsto Silicon Valley Bank (filed as Exhibit 4dlRegistrant’s Current Report, as filed
on October 18, 2010, and incorporated herein tBreefce)

4.7 Warrant to Purchase Stock dated October 14, 2@L@dsto MidCap Funding lll, LLC (filed as Exhibit24to Registrant’s Current Report, as
filed on October 18, 2010, and incorporated hebgineference)

4.8 Warrant to Purchase Stock dated May 16, 2011 issubtidCap Funding I, LLC (filed as Exhibit 4.d Registrant’s Current Report, as
filed on May 17, 2011, and incorporated hereindfgmrence)

4.9 Warrant to Purchase Stock dated May 16, 2011 issu8dicon Valley Bank (filed as Exhibit 4.2 to &setrant’s Current Report, as filed on
May 17, 2011, and incorporated herein by reference)

10.1 Form of Indemnification Agreement between the Riegiig and each of its directors and executive effifiled as Exhibit 10.1 to the
Registrant’s Registration Statement on Form S-10(Eite No. 333-162782), as filed on October 30,2Gd incorporated herein by
reference)

10.2t Amended and Restated Employment Agreement, datgdstd 8, 2008, by and between the Registrant afzh@iel Myers (filed as Exhibit
10.2 to the Registrant’s Registration Statemerfeanmm S-1 (SEC File No. 33862782), as filed on October 30, 2009, and incagat hereil
by reference)

10.3t Amended and Restated Employment Agreement, datgdstd8, 2008, by and between the Registrant acibRi Eiswirth (filed as Exhibit
10.3 to the Registrant’s Registration Statemerfeamm S-1 (SEC File No. 33862782), as filed on October 30, 2009, and incatgat hereil
by reference)

10.4% Amended and Restated Employment Agreement, datgdstd8, 2008, by and between the Registrant andiDéolland (filed as Exhibit
10.4 to the Registrant’s Registration Statemerfeamm S-1 (SEC File No. 33862782), as filed on October 30, 2009, and incatgat hereil
by reference)

10.51 Amended and Restated Employment Agreement, datgdstd8, 2008, by and between the Registrant asdrS0aballa (filed as Exhibit
10.5 to the Registrant’'s Registration Statemerfeanmm S-1 (SEC File No. 33862782), as filed on October 30, 2009, and incagat hereil
by reference)

10.61 Amended and Restated Employment Agreement, datgdstd8, 2008, by and between the Registrant ametdta Green (filed as Exhibit
10.6 to the Registrant’'s Registration Statemerfeanmm S-1 (SEC File No. 33862782), as filed on October 30, 2009, and incagat hereil
by reference)

10.7 Alimera Sciences, Inc. 2004 Incentive Stock Plamamended (filed as Exhibit 10.7 to the RegistsaRegistration Statement on Form S-1

(SEC File No. 333-162782), as filed on OctoberZm9, and incorporated herein by reference)
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10.7.A

10.8

10.8.A

10.9

10.10

10.11

10.12

10.13%

10.14%

10.15%

10.16%

10.17%

10.18

10.25%

10.26%

10.27

Form of Option Certificate under the Alimera Sciesicinc. 2004 Incentive Stock Plan (filed as Extibi.7.A to the Registrarst’Registratior
Statement on Form S-1 (SEC File No. 333-162782fjjexson October 30, 2009, and incorporated helogineference)

Alimera Sciences, Inc. 2005 Incentive Stock Pléedfas Exhibit 10.8 to the Registrant’s RegistnatStatement on Form S-1 (SEC File No.
333-162782), as filed on October 30, 2009, andrppm@ted herein by reference)

Form of Option Certificate under the Alimera Sciesicinc. 2005 Incentive Stock Plan (filed as Extibi.8.A to the Registrarst’Registratior
Statement on Form S-1 (SEC File No. 333-162782fjjexson October 30, 2009, and incorporated helogineference)

2010 Equity Incentive Plan (filed as Exhibit 1009Amendment No. 4 to the Registrant’'s RegistraBtatement on Form S-1 (SEC File No.
333-162782), as filed on April 6, 2010, and incogted herein by reference)

2010 Employee Stock Purchase Plan (filed as ExhihitO to Amendment No. 4 to the Registrant’'s Reagion Statement on FormS¢(SEC
File No. 333-162782), as filed on April 6, 2010dancorporated herein by reference)

Management Cash Incentive Plan (filed as Exhibit1@0 the Registrant’s Registration StatementamFS-1 (SEC File No. 333-162782),
as filed on October 30, 2009, and incorporatedihdxg reference)

Compensation Program for Non-Employee Directotedfas Exhibit 10.12 to the Registrant’s Registrabtatement on Form S-1 (SEC File
No. 333-162782), as filed on October 30, 2009, iandrporated herein by reference)

Amended and Restated Collaboration Agreement bybatdeen pSivida, Inc. (f/k/a/Control Delivery S3sts, Inc.) and Alimera Sciences,
Inc., dated as of March 14, 2008 (filed as ExhiBit13 to Amendment No. 5 to the Registrant’s Regfisin Statement on Form S-1 (SEC
File No. 333-162782), as filed on April 16, 2018dancorporated herein by reference)

Asset Purchase Agreement between Bausch & Lomblipocated and Alimera Sciences, Inc., dated as eEBéer 20, 2006 (filed as Exhibit
10.14 to Amendment No. 5 to the Registrant’s Redgfisin Statement on Form S-1 (SEC File No. 333-8@2,7as filed on April 16, 2010,
and incorporated herein by reference)

Asset Purchase Agreement between Bausch & Lombipocated and Alimera Sciences, Inc., dated as bfugey 16, 2007 (filed as Exhibit
10.15 to Amendment No. 5 to the Registrant’s Redgfisin Statement on Form S-1 (SEC File No. 333-8@2,7as filed on April 16, 2010,
and incorporated herein by reference)

License and Option Agreement by and between Emaiyddsity and Alimera Sciences, Inc., dated asubf 16, 2009 (filed as Exhibit 10.16
to Amendment No. 5 to the Registrant’'s Registragtetement on Form S-1 (SEC File No. 333-1627&2jiled on April 16, 2010, and
incorporated herein by reference)

License and Option Agreement by and between Emaiyddsity and Alimera Sciences, Inc., dated as aduést 31, 2009 (filed as Exhibit
10.17 to Amendment No. 5 to the Registrant’s Regfisin Statement on Form S-1 (SEC File No. 333-8@2,7as filed on April 16, 2010,
and incorporated herein by reference)

Office Lease by and between Rubicon, L.C. and Alarféciences, Inc., dated as of May 27, 2003, andete(filed as Exhibit 10.18 to the
Registrant’s Registration Statement on Form S-10(Eite No. 333-162782), as filed on October 30,2Gd incorporated herein by
reference)

License Agreement between Alimera Sciences, Int.Cainippon Sumitomo Pharma Co., Ltd., dated Nowamdh 2007 (filed as Exhibit
10.25 to Amendment No. 1 to the Registrant’s Regfisin Statement on Form S-1 (SEC File No. 333-8@27as filed on December 23,
2009, and incorporated herein by reference)

Commercial Contract Manufacturing Agreement, betw&imera Sciences, Inc. and Alliance Medical Pretduinc., dated February 5, 2010
(filed as Exhibit 10.26 to Amendment No. 6 to thegRtrant’s Registration Statement on Form S-1 (SHCNo. 333-162782), as filed on
April 20, 2010, and incorporated herein by refeegnc

Loan and Security Agreement dated October 14, Beét@een Registrant, Silicon Valley Bank and Mid@amding IIl, LLC (filed as
Exhibit 10.1 to Registrant’s Current Report on F@K, as filed on October 18, 2010, and incorpatdterein by reference)
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10.28

10.29%

10.30

10.31

10.32

10.33%

10.34

10.35%

10.36

10.37

10.38

10.39

10.40*

10.41*+

21.1*

23.1A%

23.1B*

31.1*

31.2*

32.1*

101.INS+*

101.SCH+*

101.CAL+*

101.DEF+*

Loan and Security Agreement dated October 14, P@tWeen Registrant and Silicon Valley Bank (filesdehibit 10.2 to Registrant’s
Current Report on Form 8-K, as filed on October2®.0, and incorporated herein by reference)

Contract Sales Agreement dated October 4, 2010eeetthe Registrant and OnCall LLC (filed as Exhiffit29 to Registrant’s Annual
Report on Form 10-K, as filed on March 25, 2014 scorporated herein by reference)

Form of Notice of Stock Option Grant and Stock OptAgreement under 2010 Equity Incentive Plandfés Exhibit 10.30 to Registrant's
Annual Report on Form 10-K, as filed on March 2812, and incorporated herein by reference)

First Loan Modification Agreement dated May 16, 2@fetween Registrant, Silicon Valley Bank and Mid@ander Ill, LLC (filed as
Exhibit 10.1 to Registrant’s Current Report on F@+K, as filed on May 17, 2011, and incorporateretreby reference)

First Loan Modification Agreement dated May 16, 2@fetween Registrant and Silicon Valley Bank (fitedExhibit 10.2 to Registrant’s
Current Report on Form 8-K, as filed on May 17, P0dnd incorporated herein by reference)

Amendment to Manufacturing Agreement between Registind Alliance Medical Products, Inc. (filedeaghibit 10.3 to Registrant's
Quarterly Report on Form 10-Q, as filed on Augus2®L1, and incorporated herein by reference)

Form of Notice of Stock Unit Award and Stock Unigreement under 2010 Equity Incentive Plan (filedEakibit 10.34 to Registrant’s
Annual Report on Form 10-K, as filed on March 3012, and
incorporated herein by reference)

Manufacturing Agreement by and between the Registrad Flextronics Medical Sales and Marketing, [fited as Exhibit 10.35 to
Registrant's Quarterly Report on Form 10-Q, aslfile August 14, 2012, and incorporated herein fBreace)

Securities Purchase Agreement dated July 17, Z0é@ é&s Exhibit 10.36 to the Registrant's Curfeaport, as filed on July 18, 2012, and
incorporated herein by reference)

Amendment No. 1 to Securities Purchase Agreemaatdgeptember 21, 2012 (filed as Exhibit 10.3heoRegistrant's Current Report, as
filed on October 2, 2012, and incorporated hergindierence)

UK Sub-Plan of the 2010 Equity Incentive Plan oifdra Sciences, Inc. (filed as Exhibit 10.38 toRegistrant's Quarterly Report on Form
10-Q, as filed on November 7, 2012, and incorparatrein by reference)

Form of UK Sub-Plan Notice of Stock Option Grand &tock Option Agreement (filed as Exhibit 10.33He Registrant's Quarterly Report
on Form 10-Q, as filed on November 7, 2012, andriporated herein by reference)

Employment Contract dated November 3,226y and between the Registrant and Philip Ashman

Master Services Agreement dated NoverBe2012 by and between the Registrant and QesnBommercial Europe Limited
List of subsidiaries of the Registramic{uding jurisdiction of organization and namesemahich subsidiaries do business)
Consent of Deloitte & Touche LLP, Independent Rieged Public Accounting Firm

Consent of Grant Thornton LLP, Indepeamdeegistered Public Accounting Firm

Certification of the Chief Executive Officer, agjtéred by Section 302 of the Sarbanes-Oxley A@QSf2

Certification of the Chief Financial Officer as teépd by Section 302 of the Sarbanes-Oxley ActQff2

Certifications of the Chief Executive Officer anti€f Financial Officer as required by 18 U.S.C. Q35

XBRL Instance Document

XBRL Taxonomy Extension Schema Docaime

XBRL Taxonomy Extension Calculatiomkbase Document

XBRL Taxonomy Extension Definitionriibase Document
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T Compensation Arrangement.

¥ Confidential treatment has been granted witheeisto certain portions of this document.

* Filed herewith.

+ Application has been made to the SecuritiesErmhange Commission to seek confidential treatroBoértain provisions of this exhibit.

+ Users of this data are advised pursuant to 68 of Regulation S-T that this interactive dal@is deemed not filed or part of a registratitatement or
prospectus for purposes of Sections 11 or 12 oS#dwurities Act of 1933, as amended, is deemedlledtfor purposes of Section 18 of the Securities
Exchange Act of 1934, as amended, and otherwisetisubject to liability under these sections.
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EXHIBIT 10.4C
CONTRACT OF EMPLOYMENT

THIS AGREEMENT is made on the 3day of November, 2012

1.

21

2.2

3.1

3.2

3.3

3.4

3.5

Parties

(2) ALIMERA SCIENCES LIMITED , having its registered office at Garrick House;2#6Southampton Street, London, WC2E
(Company Number 08018355) (the "Employer"), a whollvned subsidiary of Alimera Sciences, Inc., gooation organized under 1
laws of the State of Delaware U.S.A. (the “Parent”)

(2) Philip Ashman (the "Employee’

Date of Employmen
The Employee's employment will commence on 1 Jan2at3

The Employee's period of continuous employmentHerpurposes of the Employment Rights Act 1996 edthmence on 1 January 2C

Nature of Employment

The Employee is employed as Senior Vice Presidedt,Managing Director and will be appointed, as mntef this Agreement, a statut
director of the Employer and a member of the badrdirectors of that entity. The Employer and tleeet agree to provide the Employee !
appropriate director and officer insurance in respé any matters which occur during the perioditywhich the Employee is a director of
Employer, subject to standard exceptions.

The Employer acknowledges that as the Employeebeittarrying out duties under this Agreement wilaieghfor the benefit of both the Emplo
and its Group Companies (as defined below), thahénevent that the Employee is unable to enfoiseiphts and/or obligations under t
Agreement against the Employer due to the insoly@fiche Employer or similar event, that any rigatgl/or obligations owed to the Emplo
under this Agreement are also owed to him by ahgroGroup Company with the Employee and that th@lByee will be permitted to enfor
such rights and/or obligations against each Groom@any under the Contracts (Rights of Third Parttes 1999.

The Employee shall carry out such duties as shath ftime to time be assigned to him by the Emplay®ad shall use his best endeavou
promote, protect and develop the interests of thel&yer, as well as any Group Company includingparticular, Parent.

The Employee will be expected to report to ancgséawith Parent’s President and CEO (his "Line ManggThe Line Manager may be altere(
another individual of similar status after reasdeaonsultation with the Employer.

The Employee agrees that he will spend the wholkiotime and attention on the Employer's busimksing normal working hours and t
during the term of his employment with the Employer will not engage in any other employment, octiopa consulting or other busine
activity.




3.6

3.7

3.8

4.1

4.2

51

The Employee shall report to his Line Manager kg evrongdoing and any wrongdoing or proposed wraiggl of any employee or director
the Employer immediately on becoming aware of fite Employee shall also report to his Line Manager:

() the plans of any other senior employee (whethenealor in concert with any other employee) to joicampetitor or to establisk
business in competition with any Group Company;

(b) the material misuse by any employee of any confideimformation (as defined in the Alimera Sciesdemployee Handbook) belong
to any Group Company;

The Employee shall ensure that he meets the reneirts of any regulatory body or any other entityosén consent or approval is require
enable him to undertake any of his duties.

There are no collective agreements applicableadetihployee's employme

Right to work in the UK

The Employee warrants that he has the unrestrigidtito work in the United Kingdom and undertakesiotify his Line Manager immediately
any such right ceases, or is reasonably expecteeatge during his employment and to immediatelyigeohis Line Manager with written det¢
of changes to his personal circumstances that maitt his immigration permission.

The Employee undertakes to provide prior to the memcement of his employment, the Emplogeefiginal passport and other satisfac
documentary evidence of his right to work in the.UKe Employee also undertakes to ensure that henaintain a valid passport to enable
to travel on business abroad as required by thel@&mp The Employee acknowledges that his contimemployment with the Employer
conditional on compliance with this obligation athe other duties in this clause, and that failaredamply to the Employer's satisfaction r
result in disciplinary action under the Employ@isciplinary Procedure.

Remuneration

Basic Salary

(@) The Employee shall be paid a basic annual salaB186,000which shall be paid monthly in arrears subjecteduttion of income te
and national insurance and shall be deemed to@éwm day to day based on a 5 day working week.

(b) Salaries are normally paid by direct transfer ® Employee's bank account on or before the lasbéilye month except that, where s
day does not fall on a working day, payment willhbade on the next working day.

(c) The Employee’s basic salary will be reviewed aniyua¢fore December 31of each year and may or may not be increased firoe tc
time at the Employes' discretion. Any increase will take effect in Jaryuof the year following the review. There will he review of th
basic salary after notice has been given by efibdy to terminate the employment.
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5.3

Bonus

@)

(b)

©
(d)

()

Option

@)

(b)

(©)

Employee shall be eligible to receive a discretigremnual bonus with a target of 40% of base sadahject to such conditions as
Employer may determine. The Employer will endeavtoupay such bonus, if any, before March*3d the year following the financi
year in which the bonus accrues. The Employer vesehe right to revise the level of bonus anddde of payment from time to time.

Any bonus payment shall be purely discretionary simall not form part of the Employee's contracteatuneration under this agreem
If the Employer makes a bonus payment to the Engaldy respect of a particular financial year of Emeployer (being the period fron
January to 31 December), it shall not be obligedntike subsequent bonus payments in respect of quudrstefinancial years of t
Employer.

The Employer may alter the terms of any bonus targewithdraw them altogether at any time withpiaor notice

Except as set forth in Section 13 or Section 14 Bmployee shall have no right to a bonus if hiplegment is terminated for any rea:
or no reason.

Any bonus shall not be pensiona
grant

Subject to the Employee's compliance with clausg&pand (c), the Employee shall be granted aioopb purchase 200,000 share
Parent’s common stock upon approval of the Comgrms&ommittee of Parers’Board of Directors. All options are subject tal
governed by the terms and conditions of Parentsksbption plan and Parestcurrent standard initial hiring vesting scheddike
Employer and Parent reserve the right to amengakting schedule from time to time.

The Employee agrees to indemnify the Employer Ihifurespect of any liability of the Employer te@unt for any amount of incor
tax or primary (employee's) Class | National Insgeacontributions arising in respect of the grargrcise, release, cancellation or ¢
disposal of the stock options, and that the Emmoy#l within 14 days of the end of the income tarnth in which such grant, exerc
release, cancellation or other disposal took plpeg,to the Employer the full amount due in respdcthis indemnity. The Employ
agrees that the Employer may require security fonies due pursuant to this as a precondition ofcise

The Employee shall sign a Joint Election Agreen&idint Election™) which is in a form approved byetEmployer's US auditor unt
US GAAP and approved by HM Revenue & Customs whetké Employee assumes responsibility for any sséagn(employer's) Cla
I National Insurance contributions arising in resdpef such grant, exercise, release, cancellatioatlver disposal , and the Emplo
transfers to himself as a matter of English law, lthbility for the Class 1 NICs which would othese fall on the Employer. Followil
the Employer's auditor's and HM Revenue & Custoapgroval of a form of Joint Election, the Employe# be required to execute tl
Joint Election. Only following the Employee's extégn of the Joint Election will the board considganting the Employee the options.
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Benefits

@)

(b)

(©)

(d)

()

U]
@)

(h)

@

The Employee shall be entitled to participate i@ Employer's private medical insurance scheme testeblished from 1 July 2013
such other private medical insurance scheme aSrtipoyer may make available from time to time pdiwy cover for the Employee.

The Employee shall either be entitled to particgdatthe Employer's pension scheme the Employermelie available from time to tir
(once set up) and Employer shall contribute to sstfeme an annual sum equivalent to a minimum obbfite Employees gross annu
salary or the Employer may instead contribute aruahsum of 6% of the Employeegross annual salary to a personal pension sch
the Employee’s choosing.

The Employee shall be entitled to participate & EBmployer's life insurance scheme to be estaliffoen 1 July 2013 or such other
insurance scheme as the Employer may make avafiafetime to time. Prior to the establishment ofts scheme, the Employer sl
provide the Employee with access to life insuracmeer to the value of three times the Employee&dsalary.

Provided that the Employee holds a current driviognce, the Employee shall receive a car allowdocese of the Employee's own
of £830 per month, which shall be paid together witld anthe same manner as his salary. The car allosvémsubject to an ann
review by the Employer at the same time as theevewof the Employea’ basic salary and may be adjusted from time te iy the
Employer at the Employes’discretion. The Employee shall immediately infatve Employer if he is disqualified from driving cahe
shall cease to be entitled to the benefits undercthuse.

To the extent that any of the benefits are taxdi#eEmployee will be responsible for all thoseilitibs.
A contracting out certificate is not in force irspect of the employme

Participation in any insurance based benefit (iticlg private medical insurance, life assuranceparthanent health insurance) is suk
to the relevant policy terms and conditions frommetito time in force, is conditional on the Employsstisfying any applicakt
requirements of the insurer and being acceptedratal rates of premium. The Employer shall havdiatality to pay any benefit to tt
Employee unless it receives payment from the insure

The Employer reserves the right to amend or ahlgrieenefit (including any commission plan, bonusnoentive based pay) at any ti
after reasonable consultation with the Employee.

Nothing in this agreement shall constrain or préviee Employer from terminating the Employee's emgpient, notwithstanding that 1
Employee is or may be entitled to receive benefitrpents or other benefits under any permanentt@atirance scheme from time
time in force.

Expense




6.1

6.2

7.1

7.2

7.3

8.1

8.2

The Employee shall be reimbursed all reasonableresgs properly incurred in the discharge of the IByeg's duties in accordance with
contract and subject to any other instructions egutations issued by the Employer from time to tirAe a preeondition of payment, tt
Employee will be expected to produce vouchers, iptxeor other evidence of the expenses in respéavhich the Employee clair
reimbursement.

The Employee must not without the prior written heisation of the President, CEO or in breach of applicable legislation directly
indirectly seek, receive or obtain, in respectta performance of his duties or of any goods ovises sold or purchased or other busi
transacted (whether or not by the Employee) byrobehalf of the Employer or any of the Emploge@roup Companies, any personal ben
discount, rebate, commission, bribe, kickback deoinducement ("Inducement") (whether in cashndkind). In the event that the Employet
any person on the Employee's behalf directly oiréntly receives any such Inducement, the Emplogast immediately account to the Emplc
for the amount so received.

Place of Work

The Employee's primary place of work will be at Bmployer's offices to be established within reabte commuting distance to the Emplogee’

current home address. It is hereby agreed thaxpected location of Employer’s office is deemedasonable commuting distance.

If the Employer requires the Employee to work pererdly at a place which reasonably necessitates\a rfrom his/her present address,
Employer will reimburse the Employee for reasonablecation andemoval expenses directly incurred as a resubb@Bmployer requiremen
including but not limited to stamp duties, solicito fees, estate agent fees, removal and storagg, costey and valuation costs, tempo
accommodation costs.

In addition, the Employee will be required to wartksuch other places as the Employer may from tariene specify for the performance of
Employee's duties and shall travel to such parthefworld as the Employer may direct or authoritéhe Employer requires the Employes
work outside the United Kingdom for a consecutiwigd of more than one month it will provide himtiiwritten details of any terms &
conditions which may apply to that work and hisratto the United Kingdom.

Hours of Work

The normal working hours of the Employee will beS%ours per week. The Employee will be entitlecatohours lunch break during ea
working day.

In addition the Employee shall be required to wairkuch other times as the Employer may reasomeglyire to meet the needs of the busine
the Group Companies. The Employee will not be lewtito receive additional payment for such furtherk. The Employee accepts that
signing this Agreement he has agreed that reguldtib) of the Working Time Regulations 1998 shall apply. The Employee may terminate
agreement to this provision by giving three montiwtice in writing.




9.1

9.2

10.

10.1

10.2

10.3

104

10.5

Holidays
Annual Holiday:

(@) The Employee's annual paid holiday entittemen6isv@rking days in each holiday year. Holiday eatitent will accrue proata to eac
completed month of employment.

(b) The Employee is required to submit a holiday regjf@sn to his Line Manager for prior approval fdt periods of leave. The times
which annual holidays may be taken are at the eliger of the Employer, and not more than 10 dayg beataken at any one time unl
with the permission of the Line Manager.

(c) The holiday year runs from 1 January to 31 Decer

(d) The Employee is allowed to carry forward a maximam5 untaken holidays into the subsequent year amlyat the Employes
discretion, be paid in lieu of a maximum of 5 uralkolidays.

(e) The Employee must ensure that there is no unnegessarlapping with the holidays of other staff wihwuld be responsible for t
Employee's duties whilst he is on holiday.

U] Holiday pay on termination of employment will bdadated by establishing the number of days holidegrued in the holiday year ug
the date of termination and subtracting from thie number of days taken during the current holigegr. The number of da
remaining/owed, if any, will be paid to or deducfeain the Employee.

Bank Holidays and Public Holida

In addition to annual holidays the Employee shalkbtitled to paid holidays on all UK statutory gnublic holidays together with any additio

holidays awarded by the Employer.

Sickness or Injury

If the Employee is absent from work due to sicknésswill be entitled to payment of his salary drehefits at the full rate for a period ¢

months in any period of 12 months after which tineemay be entitled to statutory sick pay. Any othayment will be at the discretion of

Employer.

If the Employee is prevented by sickness from periog his duties properly, he shall report thist famptly to his Line Manager, or anot

manager if the Line Manager is not available, befbd.00 a.m. on the first day of sickness togettir an estimate of the period of abse

envisaged. Any change in the estimated period sémade must be notified as soon as possible.

If the absence continues for more than 5 continweaiking days a “fit-note’from the Employee's doctor should be submitted arplg the
nature of the sickness or injury.

During all periods of absence due to sicknessjanjirthe Employee should keep the Employer inforragdo his likely date of retu

The Employee agrees to consent to medical exaroimsafat the Employer's expense) by a medical pic@otr nominated by the Employer at
time during his employment should the Employer




10.6

10.7

11.

111

11.2

12.

13.

13.1

13.2

13.3

so require. The Employee agrees that any repodugesl in connection with any such examination meaydisclosed to the Employer and
Employer may discuss the contents of the repott thi¢ relevant medical practitioner and otherwaseappropriate.

A Form SC2 (Self Certification of Sickness) is reqd in all cases of uncertified sickne

If the Employee is absent for more than 26 weelaniy 12 month period due to sickness or injury tthenEmployer is entitled to terminate
employment by giving at least statutory minimumicetin the case of such termination, SectionsnB1al hereof shall not be applicable.
Parental Leave/Paternity Leave/Maternity Leave

Employees with the requisite period of service rhayentitled to statutory parental leave and/orrpétématernity leave

Full details of the relevant regulations and eertittnts may be obtained on request from the Linealfen

Health and Safety

The Employee is bound to comply with the dutiesosexl by the Health and Safety at Work Act 1974ngrsabstitution thereof or amendmen
alteration thereto ("the Act") and the Health arade®/ Regulations made or to be made under theaAdtin particular with the duties set
under section 7 of the Act which require an empéote

(a) take reasonable care for the health andysafder or herself and of others who may be a#f@dby his acts or omissions at work;

(a) asregards any duty imposed on the Employany other person, agperate with the Employer so far as is necessaenadble the
duty to be performed or complied with.

Notice of Termination

In order to terminate the employment under thigramn the Employee is required to give to the Emppipand the Employer is required to giv
the Employee, six months written notice (the “Perid Notice”).

The Employer reserves the right to terminate theplBgee’s employment immediately in writing and pay the Boype a sum reflecting t
Employees basic salary, taxable value of benefits and atedrbonus that otherwise would have accrued duhederiod of Notice in lieu
notice.

After notice has been served by the Employer oEtmployee, the Employer m:

(@) require the Employee to carry out no dutie:

(b) require the Employee to remain away from the offar

(c) require the Employee not to have any communicatiith any existing or prospective customers of thrapkyer in relation to tr
business of the Employer; or




134

14.

141

14.2

(d) require the Employee to carry out such duties asEtimployer may require Provided that such dutiesoéma standard appropriate to
Employee's job description and status,

and in each case the Employer will continue to {eeyEmployee salary and provide all other benefitsing under this Agreement during
Period of Notice including bonus or other perforwamelated benefits. During such Period of Notihe, Employee shall remain an employe
the Employer and will continue to be bound by #rents and conditions of his employment.

Upon the termination of the Employee's employmentfhatever reason or after notice having beereseat the request of the Employer or if
Employee shall cease for any reason to be a dire€the Employer, the Employee shall forthwithsd required by the Employer resign witt
any claim for compensation or damages from anyceftir appointment held by him in the Employer oaity Group Member, and of all ot|
companies of which he shall have been appointérkatdr by the Employer or Group Member by virtdeany right of nomination vested in st
member. The Employee hereby irrevocably authotise€mployer to appoint such person in his plackanhis behalf to do all such things
execute all such documents which he is obligedkézate and do under this agreement (including withinitation those documents which n
be necessary for, or incidental to, his resignafiiom office).

Termination of Employment

If (i) the Employer serves notice to terminate Bmaployee's employment contract for reasons otrear ross Misconduct or (ii) the Emplo
resigns from his employment where he has been Gmtisely Dismissed by the Employer:

(@) The Employer shall respect the Period of Noticdimed at clause 13 above; ¢

(b) subject to clause 14.2, the Employer shall, in taldito the notice entitlement outlined at claug&above pay the Employee a ¢
representing six months’ basic salagccrued bonus and taxable value of any accruedibengtlements (the Agreed Sum™) within
one month following the effective date of terminatsubject to deduction of income tax and natiamalrance contributions.

The payment of the Agreed Sum shall be conditionaand in consideration

() the Employee complying with (and continuing to cdynpith) his obligations relating to confidentialjt intellectual property ar
restrictive covenants as set out in his Confiddittiand Proprietary Information Agreement (notveithnding that the employment m

or without the payment of the Agreed Sum, migheotlise have been repudiated by the Employer);

(b) the Employee executing a compromise agreementllirariid final settlement of all and any claims thaishe may have arising out
his/her employment or its termination in a formb®provided by the Employer; and

(c) the Employee returning the Employgproperty, including the equipment referencedanse 21




15.

151

15.2

15.3

16.

16.1

Summary Dismissa

In the following circumstances, which are intendigdway of example only of what may be regarded ess&Misconduct, and not by way ¢
complete list, the Employee will be dismissed sumipnéy written notice to operate from the datesoich notice and the Employee will not
entitled to any further notice or payment underteisis of employment, including Sections 13 andhdreof, except such sum as has accrue
is due at the date of termination:

@)
(b)

(©)

(d)

()
U]
@)
(h)
@)

0
(k)

committing any material breach of this Agreememtuding any material breach of any fiduciary dutieged to any Group Compa

improperly divulging to any third party any cordittial or nonpublic information regarding any of the Group Comigsa, thei
employees or any person with whom any of the G@ampanies deals;

committing any act or divulging any information whiis contrary to or damages the interests or thgsc of any of the Grot
Companies;

committing any criminal offence which in the opiniof the Employer makes the Employee unsuitabletiertype of work that tt
Employee is employed to do or may reasonably beerp to do or which makes him unacceptable tor @mployees;

dishonest condut

violent, obscene or abusive behaviour towards athgsloyees or officers of any of the Group Comps
serious or wilful breach of the Employee's du

if the warranties given by the Employee at clauseetfound to be misleading or incorr

attending any of the Group Companies premises@egng in any of the Group Companies business tunilder the influence of alcot
or unlawful drugs;

any breach of the Bribery Act;

if the Employee fails or ceases to meet the requérgs of, or is guilty of a serious breach of thies of, any regulatory body or any ot
entity whose consent or approval is required tdkntne Employee to undertake all or any of higedut

Any other serious or irreparable act or omissiontiy Employee may be regarded as Gross Miscondiieteasuch act or omission is, in
reasonable opinion of the Employer likely to (osheause(d) serious harm to the business or réputaftany of the Group Companies.

For the avoidance of doubt, in the event the Emgalagrminates Employees employment for Gross Midaot) Sections 13 and 14 hereof <
not be applicable.

Disciplinary Procedure

This disciplinary procedure does not form parttef Employee's contract of employment (save and tontlge extent that it may from time to ti
be required to do so by law). The Employer




16.2

16.3

16.4

16.5

16.6

16.7

17.

171

17.2

17.3

accepts that it is in the interests of good refetiwith its staff to ensure that there is a faot proper disciplinary procedure.
Any Employee who departs from normally expecteddads or who violates the Employer's rules willigble to disciplinary actio

If disciplinary action which may lead to discipliyameasures is to be taken against the Employéer(dhan suspension under (d) and (¢
clause 15.1 above or issuing of a warninghere modified procedures may apply), the followmrgcedure will normally apply. The Emplo
will receive a letter setting out the alleged cartdor other circumstances and inviting the Emploleattend a disciplinary hearing. The hea
will be set at a time and date to allow the Empéiime to consider the allegations against himth&tdisciplinary hearing (which the Emplo
must take all reasonable steps to attend) the Breplwill be given the opportunity to respond to igsues raised. The decision on the hei
will be notified to the Employee after the heariafpng with details of the right to appeal. The Hogpe will have the right to be accompanie
any disciplinary hearing and subsequent appealdnfl@ague or trade union official.

The Employer reserves the right to suspend the &mplon full pay pending investigation where thepkiyer has reasonable grounds to be
that the Employee's continued employment mightregugicial to the Employer's business or other eygés.

The Employer reserves thight to suspend the Employee with pay and benaéta disciplinary measu

Disciplinary action will vary in accordance withet seriousness of the Employgeffence. Minor instances of wrongdoing may resul verbe
or written warning. More serious offences or repdahfringements may result in a final written wiagh The most serious offences or repe
infringements following a final written warning magsult in dismissal with or without notice.

The Employee may appeal against any disciplinatipmtaken. The Employee will then be invited tteatl an appeal hearing (and must tak
reasonable steps to do so). Following any suchaapire Employee will be informed of the outcome.

Grievance Procedurt

It is expected that most grievances may be resoinfedmally. However, if the Employee wishes toseia formal grievance relating to
employment he should raise it in the first instaimceriting with his Line Manager setting out thatare of the grievance. The Line Manager
then invite the Employee to a hearing to discusgtievance. The hearing will be scheduled to atiove for the Employer to consider the iss

raised. After the meeting, the Employer will infothe Employee of the decision and of his rightpgpeal.

If the grievance is not satisfactorily resolvedtiis way then the Employee may appeal the matteniting. The Employee will be invited to
appeal hearing, following which the Employer sltalinmunicate that decision in writing to the Emplkey€he appeal decision shall be final.

This policy does not form part of the contract ofpdoyment, save and only to the extent expressjyired by law. If the Employee wishes,
may be accompanied at either or both hearingsdofil@ague or trade union official.

10




18.

18.1

18.2

18.3

19.

19.1

19.2

19.3

19.4

20.

20.1

Sexual Harassmer
The Employer considers that sexual harassmenteimtikplace is unacceptable and will treat all ctaimts seriously

An employee who feels that he has been subjectesgxoal harassment should raise the matter wittihis Manager under the terms of
grievance procedure set out in clause 17 above.

An Employee who is found to be the perpetratoraslsment will be liable to disciplinary action enthe terms of the disciplinary procedure
out in clause 16 above. The Employer may exertssdiscretion as to the disciplinary measures whighbe taken, depending on the natur
the conduct.

Data Protection

The Employee agrees that personal data relatitiget&mployee (including sensitive personal datd silscmedical details) may to the extent
it is necessary in connection with the Employeep®yment or the business of any of the Group Carigsa

() be collected and held (in hard copy and computadtable form) and processed by any of the Group @aiep; an
(b) be disclosed t

() other employees of the Employer and the Empley&’oup Companies where they are required to hoddinformation for
specific reasonable business purpose;

(i) any other persons as may be necessary (such dgérty benefit providers or administrators) orlaghorised by the Employ¢
or

(iii) as otherwise required or permitted by |
This consent applies regardless of the countryhichvthe data is to be transferred. Where the asck or transfer is to a destination outsid
European Economic Area, the Employer shall takepafisible steps to ensure that the Employeersonal data continues to be adequ
protected, though the Employee may no longer higigsrunder data protection law.
The Employer may, from time to time, monitor the [fayee's use of the internet and of email commtioioa received, created, stored, sel
forwarded by the Employee on equipment providedhegyEmployer to the Employee for the performanchisfduties where necessary to ct
facts relevant to the business, ensure compliaritte Bmployer policies and procedures and investigat detect unauthorised use of
Employer's system.
If the Employee has any queries regarding the Bygals personal data, these should be raised with the Mianage

Deductions

The Employee consents to the deduction from any atirarwise payable to the Employee by reason oétiployment (or its termination) t
value of any claim of whatever nature and in
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20.2

21.

22.

23.

24.

whatever capacity that the Employer may bona fahetagainst the Employee, including but not limiid

(@) overpayment of wage

(b) overpayment in respect of expenses incurred b¥thployee in carrying out his duti

(c) loans which the Employer may from time to time makéhe Employee; a

(d) advances on wages which the Employer may from tarigne make to the Employ:

The Employee further consents that the Employettimagight to deduct from the Employee's salarptber sums due to the Employee a su
respect of accrued holiday entitlement if at theeds termination of the Employee's employment he taken in excess of his accrued hol
entitlement.

Equipment

The Employer shall provide, at its own cost, equepimsuch as general office facilities, stationexgmputer or laptop, mobile telepha
dedicated work related landline, internet connecéind any other required equipment to facilitatméavorking at the Employeehome addre
which are necessary to carry out the Employee’®slfitom home.

Choice of Lawn

This contract shall be governed by and construettaordance with the law of England and Wales auth @arty to this agreement submits tc
non exclusive jurisdiction of the courts and triblsmof England and Wales.

The Employer reserves the right to amend the témrtiss contract subject to the appropriate comsiolh with the Employe
Definitions

“Group Company” the Employer and its Parent Undertakings, its Slidnsi Undertakings and the Subsidiary Undertakiofgany o
its Parent Undertakings from time to time having theanings set out in the Companies Act 2006.

“Constructively Dismissed” shall mean that Employee resigns within 7 daysr aftee of the following conditions has come intostsmnc
without his consent: (i) a reduction in Employediase salary or benefits; (ii) a material advelsange i
Employee’s primary responsibilities, duties or seity; (iii) a geographical relocation of the Empéo’s
corporate headquarters, or the Emplogg®imary business location, to a location thamhdge than 35 miles fro
the then-present location of the Employer’s corfeofeeadquarters or Employsgyrimary business location,
the case may be; (iv) any breach by the EmployehisfAgreement which is material and which is oated, o
is not capable of being cured, within 30 days aftetten notice

12




thereof to the Parent and the Board of DirectothefParent from Employee.

Executed and delivered as a deed on the date andingt mentioned above.

EXECUTED as a deed ) /sl Dan Myers
by the Employer by: ) Dan Myers
) President/CEO
Director

in the presence of:

Witness: /s/ Jane Hughes
Name: Jane Hugh

Address: 6445 Hampton Creek

Cumming, GA 30041

EXECUTED as a deed by
the Employee /s/ Philip Ashman

Philip Ashman

~— — ~— ~—

the Employee

in the presence of:

Witness:  /s/ Andrew Oliver

Name: Dr. Andrew Olive

Address: 20 Othello Ave
Warwick

Warks CV34 6ED

13
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MASTER SERVICES AGREEMENT

THIS Master Services AgreementAgreement”) is made between:-

1.

QUINTILES COMMERCIAL EUROPE LIMITED a company organised and existing pursuant to the & England and Wal
(under Company Registration No 2246066) and haiusgegistered office at 500 Brook Drive, GreenkRd&eading RG2 6Ul
England (hereinafter referred to aQtiintiles Commercial ”), and

ALIMERA SCIENCES, INC. , a company organised and existing pursuant tdailve of the State of Delaware, United State
America and having its registered office at 612Md\iard Parkway, Suite 290, Alpharetta, GA 30005.Al. $hereinafter referred
as “Alimera ).

(Each a “Party ", and together the Parties”)

WHEREAS :-

A.

Alimera and/or its Affiliates (as defined below)an the business of developing, manufacturing @andistributing pharmaceutic
products, medical devices and/or biotechnology petad Quintiles Commercial and its Affiliates amethe business of providing se
services, marketing services and commercialissg@Emwices, strategic planning & project managementises, market access
pricing & reimbursement services, drug safety & maldaffairs services including pharmacovigilancegdical information ¢
medical communication services, medical sciencediaand other regulatory support and consultartica in Europe for tf
pharmaceutical, medical device and biotechnologystries.

Alimera and Quintiles Commercial desire to entéo ithis Agreement to provide the terms and conagtiopon which Alimera and;
its Affiliates may engage Quintiles Commercial anmdts Affiliates to provide, without limitation, arketing, brand manageme
sales promotion & detailing services, strategicnplag services, project management services, maakeess and pricing
reimbursement support, exploitant services, reguojatservices, medical science liaison & communarei services andi
consultancy advice to Alimera and/or its Affiliatés relation to the commercialisation of Alimesapharmaceutical prodt
ILUVIEN ® (intravitreal implant of sustainelease fluocinolone acetonide, for the treatménthoonic diabetic macular eden
(the “Product ") in certain mutually agreed territories in Europeicihmay include, without limitation, the UK, Germar-rance
***% (each a “ Territory ", and together the Territories ") by executing individual Project Orders (as defibetbw) specifying th
details of, without limitation, the services, femsd passhrough expenses, respective responsibilities dnidations of the partie
duration, termination and related terms and cooiokti

NOW IT IS HEREBY AGREED as follows:-

*kkk
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1.

CONFIDENTIAL TREATMENT REQUESTED

Scope of the Agreement; Project Orders; Nature of &vices; Joint Steering Committee

1.1

1.2

Scope of Agreemen

111

1.1.2

As a “masterform of agreement, this Agreement allows the Paréied/or their respective Affiliates to contract
individual projects through the issuance of segaRabject Orders, without having to megotiate the basic terms
conditions contained herein.

This Agreement covers the provision of Services dafined below) by Quintiles Commercial and/or Qiles
Commercials Affiliates (as set forth in Clause 15 below) aadcordingly, this Agreement represents a vehig
which Alimera and/or its Affiliates can efficientlgontract with Quintiles Commercial and its Affigs for a broa
range of Services. The termAffiliate ” shall mean any corporation or business entity ofiett by, controlling c
under common control with a Party to this Agreememlly for so long as such control continues to eXx#®r this
purpose, the term “controBhall mean the ability to vote more than fifty pert(50%) of the voting securities of
entity or otherwise having the ability to direcétimanagement and policies of an entity.

Project Orders.

121

Quintiles Commercial and Alimera intend that theispective Affiliates may execute Project Ordersdally pursuar
to the terms of this Agreement. Unless the contegiires otherwise, (i) in the case of a ProjecteDexecuted by i
Alimera Affiliate(s), for the purposes of that Rroj Order references to “Alimerai this Agreement (and the rela
rights and obligations) shall mean the relevantliafes of Alimera which is a party to that Projéxtder, and (ii) in th
case of a Project Order executed by a Quintiles r@ervial Affiliate(s), for the purposes of that Rycyj Ordel
references to “Quintiles Commerciaii this Agreement (and the related rights and aliogns) shall mean the relev
Affiliates of Quintiles Commercial which is a party that Project Order, and (iii) any referencetiie employee
agents and representatives of Alimera or of Q@stCommercial in this Agreement shall mean emplyagents ar
representatives of that Affiliate consistent witke tforegoing. Quintiles Commercial shall ensuret #ach of it
Affiliates (and each of their employees, agents i@piesentatives) complies with all obligations asg@d on Quintile
Commercial under this Agreement. Any breach of sugh obligations by any Quintiles Commercial A#ig (or an
of their employees, agents and representatived)) lshaleemed a breach by Quintiles Commercial ©bhligation
under this Agreement, and Quintiles Commercialldhajointly and severally responsible and lialde dny breach «
any such obligations by any Quintiles Commercidiligte (or any of their employees, agents and espntatives).




*kkk
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1.2.2 The specific details of each project and the Ses/to be undertaken by Quintiles Commercial anitgoAffiliate(s)
shall be separately negotiated and specified itingron terms and in a form acceptable to the €sras evidenced
each Party’s execution of such writing (each suciting, a “ Project Order ”). Each Project Order will include,
appropriate, the scope of the Services, time hné, budget and payment terms. Each Project Orddirtsd subject t«
and shall be deemed to incorporate by referentef #he terms and conditions of this Agreementaddition to th
specific details set forth in the Project Order.tlie extent any terms or provisions of a Projeace®iconflict with th
terms and provisions of this Agreement, the ternmt @rovisions of this Agreement shall control, ptc® the extel
that the applicable Project Order expressly andifipally states an intent to supersede the Agregmea a specifi
matter. Any modification of the terms and provisiasf this Agreement within a Project Order will §ppnly to tha
Project Order in which the modification is set Fort

1.3  Nature of Services

The scope of the services covered by this Agreelinergspect of which individual Project Orders nfegm time to time b
entered into as provided above may include witHoitation marketing, brand management, sales ptaimao& detailing
services, strategic planning services, project meament services, market access and pricing & reiseimoent suppo
exploitant services, regulatory services, medic@rge liaison & communications services and cdasal advice request
by Alimera or its Affiliates from time to time arareed to by Quintiles Commercial as set forthdoheapplicable Proje
Order (the “Services”). For the avoidance of doubt, nothing in this Agreetrehall be construed to transfer from Alimer
Quintiles Commercial and/or any of its Affiliatesyaregulatory requirements unless such transfepésifically provided fc
in the applicable Project Order.

1.4  Joint Steering Committee

1.4.1 Formation; Purpose

Quintiles Commercial and Alimera shall establisBoint Steering Committee FSC ”). The JSC shall have ovel
strategic responsibility for managing the relatinipsestablished by this Agreement. In overseeirg dperation:
aspects of commercialisation, the JSC shall, withimitation and in addition to other specific aditions set forth
this Agreement and the Project Orders: (i) disarss agree upon the mission and vision for theiogiship betwee
the Parties and ensure that such mutually agreed opssion and vision are carried out, (ii) maintaenior leve
focus, (iii) review business performance, includingthout limitation, ****, (iv) ****
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**x% (V) ensure that Alimera has access to QuiedilCommercial knowledge and experience with regpett*, as
appropriate, (vi) coordinate training activities fbe Quintiles Commercial personnel deployed ichegerritory, (vii
*xxk - (viii) facilitate the flow of information betveen the Parties for the betterment of the Sentwée provided und
each Project Order, and (ix) act as an escalatamf for unresolved operational issues. In additmmensuring th
effective implementation of this Agreement and Breject Orders entered into hereunder, the JSC Ishaé initia
responsibility for resolving disputes between tlagties. Other key issues to be discussed by arndrvétich quarter
meeting of the JSC (referred to at Clause 1.4.8Weshall include, without limitation:

*kkk

1.4.2 Membership of the JS

The composition of the JSC will consist of **** regsentatives appointed by Alimera and **** represgive:
appointed by Quintiles Commercial,

Kkkk
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*kkk

Either Party may substitute or replace member$i®fJSC to serve as their representatives uporewnitbtice to th
other Party, provided that all such representatiled| be individuals of appropriate authority aeshiority. The Partic
shall appoint the initial members of the JSC ntdrlahan the date that the Parties enter into itise Project Orde
hereunder (as indicated by the date of the lasiasige to such Project Order). Each Party mayengit its reasonak
and good faith discretion) additional employees/anithdependent contractors to attend the JSC ngetipon writte
notice to the other Party. Such additional emplsya®d/or independent contractors shall not havegheto vote witl
respect to matters requiring the decision or apgraxf the JSC. The JSC shall operate by conseriBhe
representatives of each Party shall have colldgtiore (1) vote on behalf of such Party; providedttno such vo
taken at a meeting shall be valid unless a reptatem of each Party is present and participatmghie vote. In th
event of a dispute within the JSC such that nositatican be made with respect to a particular isstee attempte
resolution by good faith and diligent negotiatiatéeen the Parties, ****,

Meetings

The JSC shall meet as frequently as may be agrped, uo review the progress in the implementatiérthe
responsibilities and obligations under this Agrertrend, in any event, shall meet (normally in E@jopr arrange
telephone conference call no less than once exaendar quarter in each calendar year of this Agese with effec
from the 1*November 2012. The JSC shall perform any and alitfuns as allocated to it under the provisionthi
Agreement to further the purposes of this Agreenagct each Project Order as reasonably determingldeblpartie:
The Parties will mutually agree, if applicable,tbe location (normally in Europe) of each such nmggtand the text
the final agenda for each meeting. Immediatelyrafseh meeting of the JSC, minutes shall be drgwhyuQuintile:
Commercial and mutually agreed upon by both Paptesmptly thereafter (as evidenced by signaturesach of th
Parties on such minutes). Where such meetingseo #C take place in Europe then each Party shaillthe trave
cost and accommodation costs and expenses ofjiective representatives. Where such meetingsplake outsid
of Europe then Alimera shall bear the reasonabdeetr cost and accommodation costs and expensess
representatives as well as the reasonable travel amcommodation costs of the representatives omt(es
Commercial attending such meetings.
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1.4.4 No Authority to Modify Agreemer

The JSC shall have no authority to amend, vary,ifpad waive compliance with the terms and conditoof thit
Agreement or any Project Order, or subject to (&lg.2, to approve actions of the Parties whiehirssonsistent wi
this Agreement or any Project Order. Such approvatsendments, variations, modifications or waivehnsll bt
effective only if implemented by means of a formaitten amendment or written waiver to this Agreetner a Projec
Order that is executed by a duly authorised offafexach Party.

2. Payment of Fees and Pa-Through Expenses

2.1 In full consideration of the Services provided undeProject Order, Alimera (or its Affiliate who #&sparty to the releva
Project Order) will pay Quintiles Commercial (cg Affiliate who is a party to the relevant Proj@urtder) for all undispute
fees for the Services Eees”), and all properly incurred out-of-pocket costelgpass-through expensesRassThrough
Expenses’) in accordance with the budget and payment schexjudef out in each Project Order. Alimera agreas ttie
budget and payment schedule(s) (with respect tpalyenent of all such Fees and Pakseugh Expenses) for each Pro
Order ****, Unless otherwise agreed in a particuRoject Order, the following shall apply: (a) Quiles Commercial wi
invoice Alimera monthly in advance for the estinthégreed Fees and estimated agreed Pasasgh Expenses incurrec
performing the Services; and (b) Alimera shall gagh invoice within ****_ All Value Added Tax (orhie equivalent ¢
such taxable charge in each TerritoryMAT ") and similar taxes and duties on the Fees and-Pamugh Expenses
any) shall be for the account of Alimera or theevaint Alimera Affiliate that is a party to the redat Project Order, as 1
case may be.

2.2 Quintiles Commercial and Alimera hereby furthekramwvledge and agree that:-

2.2.1 wx*
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*kkk

2.2.2 Notwithstanding the foregoing, it has been mutuatiyeed by Quintiles Commercial and Alimera thatadlgreed ***’
in respect of the initial Project Orders to be esddnto in respect of the Territories of UK, Frarand Germany for tl
**+* ynder each Project Order in respect of UK, Rca and Germany, Providédways that in respect of the initi
Project Orders for the UK, France and Germany shah Project Orders are each fully executed andeimgnted (e
evidenced by ****) in each of the aforesaid Terries no later than ****. If, for whatever reasomyaone or more «
the initial Project Orders for each of these thiegritories of the UK, France and Germany is not¢aeed an
implemented as aforesaid **** for the Territorie$ UK, France and Germany which has not been exdcate
implemented as aforesaid and the **** (as definad aet out in each Project Order) in respect oféneainder of th
duration of each of the initial Project Orders tbhe Territories of UK, France and Germany which has bee
executed and implemented as aforesaid, which Aérskall pay on submission of appropriate invoices.

2.2.3 For the avoidance of doubt, Alimera and Quintilesynercial hereby agree that the **** (as definedl aet out i
each Project Order) in respect of all additionadj&t Orders to be entered into by the Partiesaarttgir respectiy
Affiliates shall be **** of each such Project Order

2.3 If any portion of an invoice is disputed, then **&s set forth therein in accordance with Clausead the Parties sh
*kkk
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*kkk

2.4 All Quintiles Commercial Fees and Padsough Expenses are net of VAT and applicablessaees. All applicable VA
and sales tax will be applied to each invoice wHegally required and charged at the prevailing rfatr payment kt
Alimera (unless such VAT and sales tax was preWopaid by Alimera pursuant to Clause 2.5).

2.5 Inthe event that taxes or duties, of whateverneatre required to be made or withheld on paymmiatde pursuant to tt
Agreement or an applicable Project Order by aniesfaderal, provincial or foreign government, irdihg, but not limite
to, VAT, ****_ Alternatively, Quintiles Commercialmay invoice Alimera for the taxes, without a magk-las a pass-
through expense, collect the taxes from Alimeral pay the taxes due on the Services. For the avoédaf doubt, tt
requirements of this provision shall not apply tty @mploymentelated taxes, duties or withholding or any taxes dr
the income of Quintiles Commercial and shall ornbpls to taxes applicable to the Services. EachyRaitt reasonabl
cooperate with the other Party in providing anyuessied documents and/or in completing and filing document
required under the provisions of any applicableléa¥s or under any other applicable law in conmectiith the making «
any required tax payment or withholding paymentnoconnection with any claim to a refund of or étefdr any sucl
payment.

3. Term.

This Agreement shall commence with effect from @{eAugust 2012 and shall continue thereafter for aoplenf five (5) years (the “
Term "), unless or until terminated by either Party in adenoce with Clause 14 below. The term of each sipdeibject Order she
be set forth in the individual Project Order, aadhe Partys rights to terminate a Project Order is set fort@lause 14 below and t
applicable Project Order. Notwithstanding the faiag, if any Project Orders remain in effect at thepiration of the Term, tr
Agreement shall continue in effect solely as itleggpto any such Project Order until the terminatay expiration of such Proje
Order. Termination of a Project Order shall noeeffthe validity of this Agreement except in respe#dhe terminated Project Order.

4, Confidentiality.

It is understood that during the course of thise&gnent and each Project Order, Quintiles Commelitiahffiliates and its and/i
their respective employees may be exposed to datather materials and information that are comfiidé¢ and proprietary to Alime
and/or its Affiliates. All such data, materials aimfiormation that are marked or otherwise idendifees confidential at the time
disclosure or that are of such a nature

9
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or disclosed in such a manner that a reasonaldeme&rould understand such information to be contidéas well as all Alimera Property
defined in Clause 5.1 below (hereinafter colledyiveferred to as ‘Alimera Confidential Information "), written or verbal, tangible
intangible, made available, disclosed, or otherwisele known to or obtained, collected, discoveredeveloped by Quintiles Commerc
its Affiliates and/or its or their respective emydes as a result of carrying out the Services fliméa and/or its Affiliates under tt
Agreement or a Project Order shall be consideredidential and shall be considered the sole prgpeftAlimera and shall be treated
such by Quintiles Commercial and its Affiliates.| Alata, materials and information regarding QuéstiCommercial’'s and its Affiliates’
operations, methods, and pricing, that is markedtloerwise identified as confidential at the tinfedisclosure or that is of such a natur
disclosed in such a manner that a reasonable pevesaid understand such information to be confiddnthowsoever disclosed, m:
available or otherwise made known to Alimera andt®rAffiliates by Quintiles Commercial and/or ifffiliates in connection with th
Agreement and/or each Project Order as well aQuilhtiles Commercial Property (as defined in Clabisebelow) (hereinafter collective
referred to as the Quintiles Commercial Confidential Information ) is proprietary, confidential information belonging Quintiles
Commercial and/or its Affiliates, as the case maydnd shall be treated as such by Alimera andfftates. The Quintiles Commerci
Confidential Information together with Alimera Caaéntial Information shall hereinafter be colleeliy referred to as the Confidential
Information ”. The Confidential Information of the disclosingaf® shall be used only by the receiving Partgmployees or tho
employees of its Affiliates who (i) have a neekitmw the same only for purposes of performing #reeiving Partys obligations hereunc
or under a relevant Project Order or in the casiliofiera, also for purposes of benefitting from ®ervices provided under this Agreen
and the Project Orders, and for no other purpase:,(i#) provided that the employees of such Partyhose of its Affiliates to whom su
Confidential Information is disclosed is bound bgitten obligations of confidentiality the same assobstantially similar to those herein
that the Party disclosing such information remaésponsible for any breaches of confidentialityshgh person to whom such informatio
disclosed. Each Party agrees that it will not réveablish or otherwise disclose the Confidenti#brmation of the other Party to any tt
party without the prior written consent of the dlising Party, unless otherwise expressly permittatlis Agreement, for example, under
last paragraph of this Clause 4 or under Claus®&less otherwise expressly permitted in this Agreet, for example, under this paragr
of this Clause 4 or under Clause 11, each Partgeaghat it will not disclose the terms of this égment or any Project Order to any t
party without the written consent of the other Pavthich shall not unreasonably be withheld or geth Notwithstanding the foregoil
either Party may disclose the existence of thiss&grent and/or any Project Orders and/or any of thiens in connection with any financ
transaction or due diligence inquiry, provided thla¢ third party to whom such information is disegd is first bound by writte
confidentiality obligations substantially similar those herein and the Party disclosing such irdtion is and shall remain responsible
any breaches of confidentiality by the third pagywvhom such information is disclosed. These otilige of confidentiality and
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nondisclosure shall remain in effect for a peribd&*®* after the completion or termination of thepplicable Project Order.

The foregoing obligations shall not apply to Cosfitlal Information to the extent that it: (a) isltlmcomes generally available to
public other than as a result of a disclosure leyrédteiving Party; (b) becomes available to theivéitg Party on a nonenfidentia
basis from a source which is not prohibited fromscltising such information; (c) was developed indeleatly of any disclosure
the disclosing Party or was known to the receiiagty prior to its receipt from the disclosing Bags shown by written eviden
unless in the case of Quintiles Commercial asebeiving Party, such information was developecearried by Quintiles Commerc
in the course of performing Services for Alimerdy) i disclosed under obligations of confidentjably the receiving Party to a th
party with the written agreement of the disclosiayty; or (e) is required by applicable law or degon to be disclosed, provid
that if the receiving Party is required by appliealaw or regulation to disclose the Confidentigormation of the disclosing Par
(i) the receiving Party shall give the disclosingrty prompt notice of such fact so that the disolpsParty may seek to obtait
protective order or other appropriate remedy caringr any such disclosure and/or waive compliancth whe nondisclosur
provisions of this Agreement and (ii) the receiviPgrty shall reasonably cooperate with the dise@p$tarty in connection with t
disclosing Partys efforts to obtain any such order or other remdtiyany such order or other remedy does not fultgcpude
disclosure or the disclosing Party waives such d@ampe, the receiving Party may make such disckosuly to the extent that st
disclosure is legally required.

5. Ownership and Property.

5.1 All of (a) Alimera’s and its Affiliates’patents, inventions, processes, databases, knoweawe secrets, copyrights, tri
names, trademarks, service marks, proprietary gdtamation and materials (including, without ltaion, business pla
and strategies and regulatory, marketing, salespanthg data and information for Product) and liettual property, ar
(b) all improvements by Alimera and/or its Affileg to any of the foregoing shall remain or be thie sind exclusiv
property of Alimera and/or its Affiliates, as thase may be. Furthermore, **** all inventions, pegses, databases, d
reports, documents, records and other informatiod materials collected, obtained, maintained, cwece made c
developed by Quintiles Commercial and/or its Affiés during the course of carrying out the Senficeglimera and/or it
Affiliates under this Agreement and/or the Proj€gters (“*Work Product ") (collectively, with (a) and (b) abové,
Alimera Property ") shall remain or be the sole and exclusive propefrlimera, and the rights of Quintiles Commer
and/or its Affiliates to use such Alimera Propestyall be limited to those expressly permitted big #hgreement or ar
Project Order. Quintiles Commercial will promptlyopide and fully disclose all Work Product to Alinae All Work
Product are works made for hire to the extent adldy law and, in addition, Quintiles Commerciatesms to make al
does hereby make all assignments necessary to ptisbrihe
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foregoing ownership. Quintiles Commercial shalligtisélimera, at Alimeras reasonable expense, to further evide
confirm, record and perfect such assignments, athtain, maintain, enforce, and defend any rigetigned.

5.2 Alimera acknowledges that Quintiles Commercial andfs Affiliates possess certain inventions, psses, databas
know-how, trade secrets, proprietary data, informatiod materials, intellectual properties and otheetsssncluding bt
not limited to analytical methods, procedures aahniques, procedure manuals, financial informasind data, compul
technical expertise and software, and businessipeaovhich have been independently developed bgitias Commercie
separate and apart from this Agreement and whielteréo its business or operations (collectivel@uintiles Commercial
Property ”). Alimera agrees that all such Quintiles Commercisdperty and improvements thereto which are
modified, developed or updated by Quintiles Commaérander or during the term of this Agreement oy &roject Orde
are the sole and exclusive property of Quintilem@ercial.

5.3 *kkk
5.3.1 ***

5.3.2
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Records and Materials

At the completion of the Services by Quintiles Coenamal in relation to any Project Order or at tik@ieation or termination of th
Agreement all relevant documents and materialsigealvby Alimera and/or its Affiliates and all WoRkroduct, regardless of 1
method of storage or retrieval, shall be returnegrovided promptly to Alimera and/or its Affilisteén such form as is then currel
in the possession of Quintiles Commercial and/erAffiliates. Alternatively, at Alimera’s or its Aifiates’ written request, sus
documents, materials and/or Work Product may kemed by Quintiles Commercial or its Affiliate falimera or its Affiliates for a
agreeddpon time period, or disposed of pursuant to thdewr directions of Alimera or its Affiliates. If llmera or any of its Affiliate
makes such written request, Alimera or its Afféistshall pay the costs mutually agreed upon bwppipticable parties associated v
any of the above retention or disposal optionsyiged always that such costs are mutually agreesh lgy the Parties prior to t
commencement of any of the above retention or dmlpoptions. Quintiles Commercial, however, resemye right to retain, at
own cost and subject to the confidentiality pramis herein, a copy of all the materials that mayhéeded to satisfy applica
regulatory requirements or to resolve possible udesp with Alimera and/or its Affiliates regardinget Services. Nothing in tt
Agreement shall be construed to transfer from Atare® Quintiles Commercial any regulatory reci&egping requirements unle
such transfer is specifically provided for in thgphcable Project Order.

Independent Contractor Relationship

7.1  For the purposes of this Agreement and any Pr&eder, the Parties hereto and their respectivdidtifis are independe
contractors and nothing contained in this Agreenserny Project Order shall be construed to plheentin the relationsh
of partners, principal and agent, employer and eyg# or joint venturers. Neither Party shall hawe power or right 1
bind or obligate the other Party, nor shall eitharty hold itself out as having such authority.

7.2  No provision of this Agreement or any Project Ordball be deemed to create or imply any contraceroploymer
between Alimera and any employee of Quintiles Consiak and/or any of its Affiliates. All persons p&ming the
Services shall be employees of Quintiles Commenrials Affiliates, or subcontractors engaged byinfiles Commerci:
or its Affiliates with prior written consent of Aliera or its Affiliates, and none of such persoralidbe entitled to ar
benefits applicable to employees of Alimera oAi§liates.
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7.3  Quintiles Commercial and/or its Affiliates shall esponsible for the management of all employeigalibns in connectic
with their employees who perform the Services. Eaypes of Quintiles Commercial and its Affiliatesabhremair
exclusively under the direct authority and conwblQuintiles Commercial and its Affiliates. Alimeend/or its Affiliate:
may be involved in providing training, direction equipment to a Quintiles Commercial employee amlthe manner ar
to the extent specifically described in a Projecded. The employer obligations of Quintiles Comnirand its Affiliate:
shall include, but not be limited to: ****,

7.4  Quintiles Commercial and its Affiliates shall (i)aintain all necessary personnel and payroll rectodsheir employee
(i) compute wages and withhold local taxes forithemployees; (iii) remit employee withholdings tbe prope
governmental authorities and make employer cortichs as required by law; (iv) pay net wages aimh# benefits, if an'
directly to their employees; and (v) provide forpayer’s liability insurance coverage as approgriat

8. Compliance

8.1  Throughout the duration of this Agreement and daject Order Quintiles Commercial and Alimera &neir respectiv
Affiliates shall in carrying out their respectivesponsibilities each comply at all times with adpkcable laws, rules, a
regulations and all applicable codes of practiad @ther selfregulatory rules. Quintiles Commercial and its kdtes sha
carry out the Services in a professional mannesraising all reasonable skill and care and actmgampliance with suc
standards customary in ****_In addition, Quintil€mmercial and its Affiliates shall ****. Quintile Commercial and i
Affiliates will not **** Quintiles Commercial’ standard operating procedures will be used in peidoce of the Service
unless otherwise specifically stated in the Prof@aer. Without limiting the foregoing, each Pargpresents that it h
knowledge and understanding of the Foreign CorRrpttices Act of the United States of America ang and all anti-
bribery or antieorruption laws, rules or regulations within ead@rritory and shall comply with the applicable pigns o
all such laws. Without limiting the foregoing, eaehrty agrees that it will not, in the conducttsfperformance under tl
Agreement, and with regard to any funds, assetse@rds relating thereto, offer, pay, give, ormise to pay or giv
directly or indirectly, any payment or gift of anyoney or thing of value to (i) any government dffido influence any ac
or decisions of such
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official or to induce such official to use his iméince with the local government to effect or inflee the decision of such governmer
order to assist a Party in its performance of iibgations under this Agreement or to benefit thieeo Party; (ii) any political party
candidate for public office for such purpose; @) @ny person if such Party knows or has reasokntmw that such money or thing
value will be offered, promised, paid, or giverredtly or indirectly, to any official, political p#y, or candidate for such purpose.

Quintiles Commercial and its Affiliates shall preseall personal data in accordance with this Ageregrnand the applicable Proj
Order in compliance with the EU Data Protectionebdiive 95/46/EC and any applicable national legmaenacted thereunder
each case as amended or replaced from time to (ini2ata Protection Legislation”). Alimera represents and affirms to Quint
Commercial that as applicable, Alimera has compligti, and will continue to comply with its obligahs under the Data Protect
Legislation.

If Quintiles Commercial, any of its Affiliates dneir employees or independent contractors becomareaof any technical complail
and/or adverse drug experience reports involvieguge of any Product of Alimera or any of its Affies that is the subject matter «
Project Order, while performing any Services in maction with the Product, they shall immediatelytifiyoAlimera and/or it
applicable Affiliate in accordance with Alimegsprocedures. Alimera shall deliver to Quintilesn@eercial a written copy of su
Alimera procedures prior to the execution of eaajeet Order entered into hereunder.

Quintiles Commercial acknowledges and agrees thatefa shall be solely responsible for respondmgrty government or regulat
agency concerning use or marketing of Alimera Pctgjuexcept where (i) such responsibility is exgsesransferred to Quintils
Commercial or its Affiliate in a Project Order; i) to the extent any notice or reporting requieshis by law or regulato
requirement made directly applicable to Quintilesriinercial or its Affiliates. Reports made by QuegiCommercial shall be charg
to Alimera on a time and materials basis unleseratise agreed upon by the Parties in a ProjecttOWlbere Quintiles Commerc
has cause to correspond with any government olatgy agency concerning use or marketing of AliamBroducts as referred tc
the exceptions at Clause 8.4(i) and 8.4(ii) abd@yueintiles Commercial shall provide Alimera prompthith copies of all writte
reports, including all applicable documentation,dm&o any governmental or regulatory agency widgpeet to any Product and
Alimera. In addition, and pursuant to the foregoexgeptions, Quintiles Commercial shall also previlimera promptly with

written summary of any oral or telephonic reportdmao any governmental or regulatory agency widpeet to any Product and
Alimera. Alimera shall provide Quintiles Commerciatomptly with a copy of all written reports made any governmental

regulatory agency by it in which Quintiles Commatd name is specifically mentioned, provided Alimshall have no obligation
provide Quintiles Commercial with a copy of any lsweritten report if Quintiles Commercial providedch report to the applicat
governmental or regulatory
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authority on Alimera’s behalf. Quintiles Commercglall promptly notify Alimera of any information Quintiles Commert
receives regarding any threatened or pending abfiangovernment or regulatory agency that maycafidimera Product:
Alimera shall notify Quintiles Commercial of evenystance of actual or suspected fraud or miscondndhe part of
Quintiles Commercial employee promptly after thiéiahdiscovery of any material suspicious findinggsmaterial possib
evidence of such by Alimera. Quintiles Commerciadls at the request of Alimera, cooperate withn#dra in order t
respond, or in formulating a procedure for takipgrapriate action. In no event shall Quintiles Cogncial ****,

Warranties and Representations

9.1 Quintiles Commercial and Alimera each warrant aepresent to the other that (i) they and their Asffds are legal
established and exist under their respective aggkclaws, (i) they and their Affiliates have thal right and authority t
enter into this Agreement and all applicable Pitofeiders, and (iii) there is no known impedimerattivould inhibit thei
ability to perform any of their respective obligats under this Agreement or any Project Order.dditeon, Quintile:
Commercial warrants and represents to Alimeraithail not disclose to Alimera or use for its bdieny trade secret
proprietary or confidential information of any thiparty unless it has the authority to do so.

9.2 Alimera warrants and represents to Quintiles Conasrakthat it and/or its Affiliates possess goodktio all Products at
that Quintiles Commercial and its Affiliates have tlawful right to use any and all trademarks ofrfsra in relation t
such Products in accordance with the terms anditomsl of this Agreement and the Project Orders tfog prope
performance of the Services hereunder free and oeany third party claims or encumbrances. Initald Alimers
warrants and represents to Quintiles Commercidlith@vns or controls the patents and other intéllal property or hi
appropriate licenses in connection with all Aliméhaducts to be involved in the Services, and lmknowledge of th
existence of any claim or adverse rights which @aektrict or prevent Quintiles Commercial fromfpeming the Service
pursuant to this Agreement or a Project Order.

Conflict of Agreements

Quintiles Commercial represents to Alimera thatsitnot a party to any agreement which would prevertom fulfilling its
obligations under this Agreement and that durirgytdrm of this Agreement, Quintiles Commercial agrthat it will not enter in
any agreement which would in any way prevent itrfieroviding the Services or meeting its other dadtiigns contemplated under t
Agreement. Alimera agrees that it will not ente@pian agreement with a third party whereby Alimdetegates, or has delegated,
third party any regulatory obligations already delied to Quintiles Commercial
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pursuant to this Agreement without the written @mf Quintiles Commercial, which will not be uasenably withheld.

11. Publication.

11.1 Quintiles Commercial and Alimera hereby agree tiggther it nor any of their Affiliates shall maka, permit any person
make, any public announcement concerning this Ages¢ and/or any Project Order without the priortt@r consent «
the other Party (such consent not to be unreaspmaitthheld or delayed) except as required by applie law or an
governmental or regulatory authority (includingthaiut limitation, any relevant securities exchangeypy any court ¢
other authority of competent jurisdiction. Quingii€ommercial and Alimera hereby further agree tiggther it nor any ¢
their Affiliates shall use the other Pagyhame or that of its Affiliate in connection wigtmy publication or promotic
without the other Party’s or its Affiliates’ priovritten consent.

11.2 Notwithstanding anything to the contrary hereinaiParty is requested or otherwise required tolatiscthe substance
this Agreement and/or any Project Orders in conoeatith the applicable requirements, rules, lawsegulations of ar
applicable stock exchange, Nasdaq or any goverrahentregulatory authority or body such as the &8curities ar
Exchange Commission (theApplicable Entity "), the Parties will agree as promptly as practicaltier ahe execution
this Agreement or the applicable Project Order bthiParties on the confidential treatment requedid filed with th
Applicable Entity and the redacted form of this égment or applicable Project Order related ther&ty, redactio
reasonably requested by either Party shall be diecluin such filing. The Parties will reasonably pe@te in respondil
promptly to any comments received from the Applieakntity with respect to such filing in an effow achiev
confidential treatment of such redacted form; pided, however, that the Party requested or othemeigeired to disclos
the substance of this Agreement or applicable Br&eder (the ‘Required Discloser’) shall be ****,

12. Limitation of Liability.

12.1 Quintiles Commercial, Alimera, their Affiliates, rdctors, officers, employees, subcontractors arghtagshall have 1
liability (including without limitation, contractiegligence and tort liability) for any ****
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12.2 In no event shall the collective, aggregate lispi{including without limitation, contract, negligee and tort liability) ¢
each Party together with their respective Affilgtalirectors, officers, employees, subcontractoragents under tr
Agreement exceed ****,

12.3 Notwithstanding anything to the contrary in Cladge2 above, nothing therein is intended to exclmdkmit any liability
for a ****, For the avoidance of doubt, notwithstdiing anything to the contrary in this Agreementthes Party exclude
or limits its liability to the extent that any exsion or limitation of its liability is void, probited or unenforceable
applicable law.

12.4 For the avoidance of doubt, on no account shalhtYes Commercial be liable to Alimera for any aotai or losses arisil
out of ****,

13. Indemnification and Indemnification Procedure.

13.1 Indemnification by Alimera .

Alimera shall indemnify, defend and hold harmlessrflles Commercial, its Affiliates, and its ancethrespective directol
officers, employees, and agents @tintiles Commercial Indemnitees”) from and against any and all losses, dam.
liabilities, reasonable attorneys fees, court casts expenses owed to third parties (collectivelyosses”), joint or severa
resulting or arising from any third party claimstians, proceedings, investigations or litigatiqyaiast Quintiles Commerc
Indemnitees relating to or arising from or in coctien with ****
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13.2 Indemnification by Quintiles Commercial .

Quintiles Commercial shall indemnify, defend anddhoarmless Alimera, its Affiliates, and its aneithrespective directol
officers, employees, and agents (the “Alimera Indiégees”)from and against any and all Losses, joint or sdyeesulting ¢
arising from any third party claims, actions, prediegs, investigations or litigation against Aliméndemnitees relating to
arising from or in connection with ****,

13.3 Additional Obligations .

13.3.1 1t is the understanding of Quintiles Commercial @ltnera that in the event of any termination opiation of ¢
Project Order in a Territory and commencement bynata or an Alimera Affiliate of services ****,

13.3.2 In respect of such **** Quintiles Commercial untikes to provide to Alimera at least **** prior ©ommencemer
in respect of each ****,
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After the provision of such information, Quintil€ommercial will ****  in either case other than asquired b
applicable law or as agreed in writing by Alimerad&uintiles Commercial. Without prejudice to thmee, Quintile
Commercial agrees to **** following its provisio tAlimera.

13.3.3 Quintiles Commercial shall ***!
13.3.4 Alimera shall ****,

13.4 Mitigation .

Nothing in this Agreement, including without limiiian Clauses 13.1, 13.2 and 13.3 above, or anyefr@rder, shall opere
as to ****,
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13.5 Indemnification Procedure.

The Party seeking indemnification hereunder (thedemnified Party ") shall: (a) give the Party obligated to indemn(fige “
Indemnifying Party ") prompt written notice of any such claim or law Hnicluding a copy of any notice thereof); (b)
make any admission of liability in relation to tbkaim or compromise or settle the claim without gmer written consent
the Indemnifying Party (not to be unreasonably hétd or delayed); (c) if so requested permit thdemnifying Party, in tF
name of the Indemnified Party, to have sole condfi@ll matters relating to the claim as it may rdegppropriate provide
that it keeps the Indemnified Party reasonablyrmfed of the steps which are being taken in relatmrhe claim; (c
reasonably cooperate with the Indemnifying Party &s legal representatives in the investigatiod dafence of any mat
that is the subject of indemnification (provideaitithe Indemnifying Party pays or reimburses itélation to its reasonal
costs in complying with such requirement); andn@) unreasonably withhold its approval of the setént of any such clai
liability, or action by Indemnifying Party coverdsy this indemnification provision; provided, howey¢hat Indemnifie
Party’s failure to comply with its obligations under thi3ause shall not constitute a breach of this Age@ nor reliev
Indemnifying Party of its indemnification obligatis, except to the extent, if any, that IndemnifylParty’'s defence of tt
affected claim, action or proceeding actually waderially impaired thereby.

14. Termination.

14.1 Termination of Agreement.

14.1.1 The nomefaulting Party shall have the right to termingitis Agreement (and all active Project Ordershi bthe
Party commits any material breach of this Agreenferitich is material to the Agreement (and all aet®rojec
Orders) as a whole), and, in the case of a matarach capable of remedy, fails to remedy the saitién thirty (30’
days after receipt of a written notice giving pautars of the breach and confirming the intentiortearminate if nc
remedied.

14.1.2 Either Party shall have the right to terminate thigeement (and all active Project Orders) uporteminotice to th
other Party if the other Party becomes bankruphgolvent or if all or a substantial part of itssiness or assets st
be placed in the hands of a Receiver, Administradaiministrative Receiver, Trustee in Bankruptcyguidator o
similar or analogous officer or an insolvency pitiater, whether by its voluntary act or otherwida. suct
circumstances, this Agreement and the rights gdaiméeein shall immediately be subject to termimratib the option «
the Party that has the right to terminate this Agrent under this Clause.
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14.2 Termination of a Project Order .

14.2.5 ****,

14.2.6 The nomlefaulting Party shall have the right to terminatBroject Order if the other Party commits a matdaieac|
of the Project Order, and, in the case of a mdtereach capable of remedy, fails to remedy theesaithin thirty (30
days after receipt of a written notice giving rezaly full particulars of the breach and confirmiting intention t
terminate if not remedied.

14.3 In the event that this Agreement or a Project Orsléerminated pursuant to the foregoing provisi@iker than for breas
by Quintiles Commercial), Alimera shall pay to Qilas Commercial or its Affiliate, as the case nimy (a) all Fees f
Services rendered which are due and owing in réggahe completed performance of the Servicesctoalance with tf
terms and conditions of this Agreement and theiegiple Project Order as at the effective date whiteation; (b) all Pass-
Through Expenses actually incurred in accordandé te terms and conditions of this Agreement drel dpplicabl
Project Order as at the effective date of termamat{c) all noneancellable costs ****, provided that Quintiles Corarcia
has used good faith and all commercially reasonefifitets to cancel such costs, or if requested liméra, to mitigate suc
COSts, ****
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***% Upon notice of termination of this Agreemergnd/or Project Order the **** |n addition, in thevent that thi
Agreement or a Project Order is terminated purst@rhe foregoing provisions, if applicable, Quiesi Commercial sh:
deliver promptly to Alimera any and all work prodand works-inprogress made, created or developed in connecfibrtive
terminated Project Order(s).

14.4 Termination of this Agreement and/or a Project @stell not affect any rights, remedies or obligasi of either Quintile
Commercial, Alimera and/or their respective Affiga that have accrued or become due prior to tatioim and a
provisions which are expressed to or by implicasonvive the Agreement and/or Project Order ascds® may be sh
remain in full force and effect. Following any temation or expiration of any Project Order undeis tAgreement,
reasonably requested by Alimera or any of its Affés, Quintiles Commercial and/or its Affiliatelsali provide it witt
reasonable transition services, the reasonable aosthich shall be borne by Alimera. In additiomgliéwing any
termination or expiration of this Agreement, Quedi Commercial shall, save as otherwise providedafoClause
promptly return or provide to Alimera any and alimMera Property.

15. Relationship with Affiliates.

Without limiting Clause 1.2.1, Alimera and Quinsl€ommercial each recognise and agree that eath laeto, including its ai
their respective Affiliates, may execute individdoject Orders subject to the terms and conditafnthis Agreement. Followir
execution of such Project Orders, without limiti@ause 1.2.1, Alimera and Quintiles Commercialifartrecognise and agree tha
claims, actions, proceedings, investigations dgdtton relating to or arising from or in connectiwith each such Project Orc
including the Service provided thereunder, may dedtdvith ****,

16. Cooperation and Disclosure of Hazard:

Alimera shall forward to Quintiles Commercial irtimely manner all documents, materials and inforamain Alimera’s possessic
or control necessary for Quintiles Commercial tadwurct the Services that is requested by Quintiesu@ercial in a Project Order
otherwise. Quintiles Commercial shall not be liatdéAlimera nor be deemed to have breached thie&ment or any Project Ort
for errors, delays or other
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consequences arising from Alimegdailure to timely provide such documents, matera information or to otherwise reason:
cooperate with Quintiles Commercial in order fori@iles Commercial to timely and properly perforts bbligations, followin
receipt by Alimera of a request from Quintiles Coemnaial for any such documents, materials or infdaiomaor cooperation. It is
condition of Quintiles Commercial providing the @ees that Alimera shall provide Quintiles Commataiith all informatiol
available to it regarding known or potential hazaabksociated with the use of any substances actsafiplied to Quintile
Commercial by Alimera, and Alimera shall comply hwill current applicable legislation and regulasi@moncerning the shipment
substances by the land, sea or air.

17. Force Majeure.

If the performance or observance of this Agreenoersiny obligation of this Agreement or any Proj€ctler is prevented or delay
by reason of an act of God, civil commotion, stofire, riots, strikes, legal moratorium (includingithout limitation, a FDA actic
or action of any corresponding regulatory agencwnother jurisdiction, short of withdrawal of thearketing authorisation of t
Product), war or revolution (Force Majeure Event”), the Party so affected shall, upon prompt noticeuafh cause being given
the other Party, be excused from such performancbservance to the extent of such prevention dnduhe period of such del:
provided that the party so affected shall use ést lefforts to avoid or remove the cause(s) of periermance and observance \
utmost dispatch.

18. Notices

18.1 Any notices required or permitted to be given urties Agreement by either Party, shall be in wgtim English and sh:
be delivered personally, or sent by pre-paid fitass post or recorded delivery or by commercialrieo, to each Par
required to receive the notice or communicatiorsetsout below (unless a Party provides the othér wiitten notice ¢
another address in accordance with this Clause):

If to Quintiles Commercial:

Quintiles Commercial Europe Limited
500 Brook Drive

Green Park

Reading RG2 6UU

England

Attention ; ****
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With a copy to:
Legal Department
Quintiles Commercial Europe Limited
500 Brook Drive
Green Park

Reading RG2 6UU
England

Attention: Legal Counsel
If to Alimera:
Alimera Sciences, Inc.
6120 Windward Parkway Suite 290
Alpharetta, GA 30005 U.S.A.

Attention:; ****

18.2 Any notice or other communication shall be deeneeldave been duly receivi
(a) if delivered personally, when left at the addrass for the contact referred to in this claust
(b) if sent by pre-paid firsttass post or recorded delivery, at 9.00 am otiiftebusiness day after posting;
(c) if delivered by commercial courier, on theadahd at the time that the coursedelivery receipt is signe

18.3 A notice or other communication required to beegiwunder this Agreement shall not be validly gifesent by email ol
facsimile transmission.

18.4 The provisions of this Clause shall not apply t $lervice of any proceedings or other documerdasyregal actiot

19. Binding Agreement, Assignment and SulContracting

This Agreement is personal to the Parties and, aawgherwise provided for in this Agreement,****
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*rxekk - Any attempted transfer in violation of theofegoing provisions in this Clause 19 will be vaitd of no effect. This Agreem
shall be binding on and inure to the benefit of peemitted assigns of the Parties. Save as othemvisvided for in this Agreeme
Quintiles Commercial shall not suentract or delegate in any manner any or allobhiligations under this Agreement to any t
party without the prior written consent of Alimesajch consent not to be unreasonably withheld laydd and may be obtained
the applicable Project Order. Where such conseolbtigined, Quintiles Commercial shall ensure tlahesuch approved third pe
complies with all obligations imposed on Quinti€@emmercial under this Agreement. Any breach of angh obligations by al
such approved third party shall be deemed a brbgdQuintiles Commercial of its obligations undeisthgreement, and Quintil
Commercial shall be responsible and liable for lam@ach of any such obligations by any such apprtivied party.

Insurance.

During the term of this Agreement to cover its gations hereunder, each Party shall maintain imegraoverage with a reputa
insurance company as follows:

1) Product Liability insurance by Alimera of not lekan ****; and
2) Professional Indemnity insurance by Quintiles Comaiaé of not less than ****; an
3) Liability to third parties with a limit of ****,

All insurance amounts may be obtained by full, wdlial primary policy amount; a primary amount @&s$ than minimu
requirement enhanced by a blanket excess umbmilaypor a combination of either. Each Party sipaivide the other Party witt
certificate of insurance within fourteen (14) days written request from the other Party.

For the avoidance of doubt, if Alimera deliversipsh or mails materials or documents to Quintilesmthercial, or requests tl
Quintiles Commercial deliver, ship, or mail matéyiar documents to Alimera or to third parties riliee expense and risk of loss
such deliveries, shipments, or mailings shall benbdy Alimera. Quintiles Commercial shall make wdethird party deliver
services or carriers approved by Alimera (such aygdrnot to be unreasonably withheld or delayedjesthat where Quintile
Commercial is the party who, without the approviahlimera, engages such third party
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delivery services or carriers, then the expensershdof loss for such deliveries, shipments orlmgs shall be borne by Quintil
Commercial.

Foreign Currency Exchange

Save as otherwise provided for in a Project Ortlez, currency for the settlement of all invoices emthis Agreement and e
Project Order shall be the Euro (th€6ntracted Currency ).

21.1 Pas+Through Expenses.

If Quintiles Commercial and/or any of its Affiliéncur Pas3-hrough Expenses in a currency other than the @ctetd Currenc
then Alimera shall reimburse Quintiles Commerciai the actual costs in the Contracted Currency doasethe Oanda forei
currency exchange rate (Oanda.com) for the appéacabrency on the last business Friday of the mont

21.2 Fees and other payments

If, under a Project Order, the performance of the/i8es by Quintiles Commercial or its Affiliatesany Territory involves the use
a currency other than the Contracted Currency, themudget for those Services will be based orlate rates in the currency u:
by Quintiles Commercial for pricing in that Terniyo but converted to and reflected in the Contri@earrency. ****,

Kkkk

Inflation Adjustments.

Where Services in a Project Order are provided by)es Commercial and/or by its Affiliates ***4f is understood and agreed
*kkk
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*xxk within a given Project Order. ****,

Dispute Resolution and Arbitration.

The Parties shall initially attempt in good faithresolve any significant controversy, claim, adiggn of breach or dispute arising
of or relating to this Agreement and/or Project @r¢hereinafter collectively referred to as dispute ") through negotiatior
between senior executives of the Parties. If thepte is not resolved within thirty (30) days (acls other period of time mutua
agreed upon by the Parties) of notice of the Disiftlie “Resolution Period”), then the Parties agree to submit the Dispu
arbitration as provided herein. Unless otherwis¢éually agreed by the Parties, only if the Dispstaot resolved through negotiati
as set forth herein may a Party resort to arbamaff his clause shall be without prejudice to igétrof either Party to seek injunct
relief in any court of proper jurisdiction.

Subiject to the foregoing, all Disputes relatingury way to this Agreement shall be resolved exeklgithrough arbitration conduct
in accordance with the International Chamber of @amrce (“ICC ") under its International Rules of Arbitration, andigment o
the award rendered by the arbitrator shall be bimdind may be entered in any court having jurigzidhereof. Such arbitration st
be filed and conducted in **** and shall be contketin English by one arbitrator mutually acceptatd the Parties selectec
accordance with ICC Rules.

Choice of Law, Waiver and Enforceability

This Agreement and any dispute or claim arising @fubr in connection with it or its subject mattehmall be governed by a
construed in accordance with the laws of **** Nailfire or delay by a Party to exercise any righteamedy provided under tl
agreement or by law shall constitute a waiver af tr any other right or remedy, nor shall it poele or restrict the further exercise
that or any other right or remedy. No single ortiphexercise of such right or remedy shall preelad restrict the further exercise
that or any other right or remedy. If any provisidrerein are found to be unenforceable on the giothat they are overly broad o
conflict with applicable laws, it is the intent thfe Parties that such provisions be replaced, mefdror narrowed so that their origi
business purpose can be accomplished to the epéntitted by law, and that the remaining provisishall not in any way
affected or impaired thereby.

Survival and Third Party Rights.

The rights and obligations of Alimera and Quintit@smmercial, which by intent or meaning have validieyond such terminati
(including, but not limited to, rights with respeit inventions, confidentiality, discoveries, iféetual property, improvemen
indemnification and liability limitations) shall suve the termination of this Agreement or any BobjOrder. For the avoidance
doubt, nothing contained in this Agreement or
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any Project Order is intended to confer any righbenefit on any third party whether under the siowms of the Contracts (Rights of Tt
Parties) Act 1999 or otherwise, but this shallaféect any right or remedy of a third party whiotists or is available apart from this Act.

26. Entire Agreement, Headings and Modification

This Agreement, together with the applicable Priof@rder(s), constitutes the whole Agreement betwibenParties with respect to the suk
matter herein and supersedes any previous arramggmanderstandings, agreements (oral and writtiegptiations and discussions betw
them relating to the subject matter of this Agreetnprovided always that nothing in this clauselldivait or exclude any liability for fraud. Tt
descriptive headings of the sections of this Agreinare inserted for convenience only and shaltootrol or affect the meaning or construc
of any provision hereof. Any amendment, modificatiar variation to the provisions of this Agreemantd/or any Project Order entered
hereunder, or waiver of any such provisions, mesnhwriting and signed by the Parties.

27. Execution in Counterparts.

27.1 This Agreement may be executed in any number ohtesparts, each of which when executed and delilyeskall constitute ¢
original, but all of which together shall constéubne agreement binding on all Parties, notwitltStenthat all Parties are r
signatories to the same counterpart.

27.2 Transmission by electronic mail in portable docutrfermat (pdf) of an executed counterpart of thgrédement or any Project Orn
shall be deemed to constitute due and sufficiefively of such counterpart. The Parties shall dglito each other an origit
counterpart of this Agreement and each Project Opdemptly after delivery by electronic mail proeid however, that failure
either Party to so deliver an original countersdudll not affect the sufficiency of an electroniaihof such counterpart as provide«
the first sentence of this Clause.

IN WITNESS WHEREOF , this Agreement has been executed by the Pagretdithrough their duly authorised officers ondage(s) set forth below.
Signed by:/s/ Nicholas C. Tuck

Name (Print): Nicholas C. Tuck

Title : Senior Legal Director

Date: November 29, 2012

For and on behalf of:-.

QUINTILES COMMERCIAL EUROPE LIMITED

Signed by:/s/ Richard S. Eiswirth
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Name (Print): Richard Eiswirth
Title : COO & CFO

Date: November 28, 2012
For and on behalf of:-
ALIMERA SCIENCES, INC.
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Exhibit 1

*kkk

*kkk
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Exhibit 2
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Exhibit 3
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PROJECT ORDER

BETWEEN

AND

ALIMERA SCIENCES, INC.,

TERRITORY:
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FORM OF PROJECT ORDER

TERRITORY :

This Project Order (the Project Order ") is entered into between:

1.

2.

whose principal place of business is at (haftgr referred to asQuintiles Commercial”), anc

ALIMERA SCIENCES, INC. , whose principal place of business is at 6120 Ward Parkway, Suite 290, Alpharetta, GA 30!
USA (hereinafter referred to adAlimera ).

NOW IT IS HEREBY AGREED as follows :-

1.

PROJECT ORDER.

This Project Order constitutes @toject Order ” under the Master Services Agreement effective asugiust 6, 2012, entered it
between Quintiles Commercial Europe Limited andm#ia (the “Master Agreement”), and is subject to all of the terms
conditions set forth in the Master Agreement (asutih _ replaced Quintiles Commercial in each ewety location whe
Quintiles Commercial is referenced in the Mastere®gnent), which Master Agreement shall be incorearanto this Project Ord
by reference, except as may be otherwise exprgsslided herein. Without limiting Clause 1.2.1 dketMaster Agreement,
claims, actions, proceedings, investigations ayditon relating to or arising from or in connectiwith this Project Order, includi
the Services provided hereunder, may be dealtsoigly by and between the Parties hereto.

DEFINITIONS .
In this Project Order the following terms shall batie following meanings:-

“ Contribution Margin ”: shall mean the margin that Alimera shall pay irpees$ of the Services delivered by Quintiles Comiiad
throughout the duration of the Project Term andwsh is applied against Quintiles Commercial'sSkepe Costs for providing t
Services. Such margin shall be determined and expphi accordance with Clause 2.2 of the Master ément. The Quintile
Commercial In-Scope Costs plus the aforesaid Gmutidn Margin determines the base Service FeBage Service Feey;

“ Effective Date”: shall mean ;

“ Fees”: shall mean all base fees, payable to Quinilemmercial in return for the Services providedlimera hereunder .
more particularly set out at Clause 8 hereof;

“ In-Scope Costs': shall mean the in-scope cost line items as mparticularly set out at Clause 8.2;
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“ Pass-Through Expenses shall mean the reasonable and necessary opbaiet costs and expenses actually incurred bytias
Commercial in providing the Services as more palaidy set out at Clause 9 hereof;

“ Product ”: shall mean the pharmaceutical product sold enTerritory under the TrademallkUVIEN® ;

“ Quintiles Commercial Personnel”. shall mean and consist of the following personndghie Territory: ; the precise numt
and allocation of deployment of which are set dulause 4.1;

“ Services”: shall mean the responsibilities, obligations antivéies to be performed by the Quintiles Commer&arsonnel in tr
Territory throughout the Project Term (as define@lause 3.1), as more particularly referred teemer

“ Territory ": shall mean ;

“ Working Day ": shall mean each day on which the Quintiles ComrakRersonnel are deployed in the Territory to patevihe
Services (to include all related training and tersi work in the Territory but excluding all leawehich includes without limitatio
holidays, sickness, maternity, compassionate leadgury service).

DURATION .

This Project Order shall commence with effect frima Effective Date and thereafter shall continuéulhforce and effect for tt
fixed term period expiring on (thé>foject Term ), unless this Project Order is sooner terminatealccordance with:-

3.1.1 the provisions of the Master Agreemen
3.1.2 the provisions of Clause 11 of this Project&rd

This Project Order may be renewed by mutual writdgmeement of the parties provided always that étaminforms Quintile
Commercial in writing of its desire to renew thioject Order (upon terms to be agreed includinghexit limitation, duration ar

contribution margin) not less than priortte tlate of expiry of this Project Order as refetrenh Clause 3.1 above.
SERVICES
Services The Services to be provided by Quintiles Comna¢nender this Project Order are . The Sengbedl be performe

by the Quintiles Commercial Personnel set out etétbles below and who shall be deployed to pertberServices with effect frc
their respective anticipated Start Dates (as refieto in the table below) and thereafter shallioomtto perform the Services for si
duration until the expiry of the Completion DateAdsignment as referred to in the table below (eacthAssignment”) during the
Project Term. No amendment, modification or vaoiatshall be made to the provisions of this Proj@rter or the Services, includi
without limitation the number
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of Quintiles Commercial Personnel providing thev&sxs and/or their respective anticipated StareBatinless mutually agreec
writing and signed by both Parties.

Quintiles Commercial Number of Quintiles Earliest Anticipated Start Date | Completion Date of Assignment
Personnel Commercial Personnel of Assignment

The Quintiles Commercial Personnel shall be fultpldyed at all times and operational in the fieddeach Working Day throughc
the duration of their Assignment under the Projearim apart from the

QUINTILES COMMERCIAL RESPONSIBILITIES AND OBLIGATIO __ NS.

Supervision and SkillsQuintiles Commercial shall use all reasonablesamdurs to provide an adequate level of managesugmior
and supervision to ensure acceptable levels obpaence by the Quintiles Commercial Personnel.

ManagementAs employer of the Quintiles Commercial Person@elintiles Commercial shall throughout the dunatid this Projec
Order:-

5.2.1 manage all contractual obligations in respect & émployment of the Quintiles Commercial Personnethe Territory
including without limitation, the payment of alllages, bonuses and benefits. Quintiles Commestiall communicate wi
all Quintiles Commercial Personnel as and when @elemecessary by Quintiles Commercial, in writingirorperson, ¢
Quintiles Commercial’s cost, and

5.2.2 ensure that the Quintiles Commercial Personnelfameliar with and comply with the provisions of istation, codes «
practice and guidelines applicable in the Territory

Project ReportsQuintiles Commercial shall provide Alimera withrenthly Project report, which shall include: .

Management and Discipline of the Quintiles @Gurrial Personnel Quintiles Commercial shall be responsible for tenageme
of its Quintiles Commercial Personnel and shallehthe sole authority to remove any one or morasoéiployees from the Proje
Notwithstanding anything herein to the contraryjr@iles Commercial and Alimera hereby agree thahafollowing circumstanc
the following shall apply:-

39




8.2

9.1

9.2
9.3

CONFIDENTIAL TREATMENT REQUESTED

ALIMERA RESPONSIBILITIES AND OBLIGATIONS

Materials Alimera shall be responsible for providing __ to Quintiles Commercial to support the Quintilest@oercial Personn
in the Territory.

Compliance Alimera shall at all times be responsible forweimgy that it has all requisite licences, approvg@srmissions ar
consents necessary to meet its obligations unéePtject Order. Quintiles Commercial shall attiafles be responsible for ensui
that it has all requisite licences, approvals, p&sians and consents necessary to meet its ololigaatinder this Project Order for
entire duration of this Project Order.

TARGETS .
Quintiles Commercial and Alimera shall set reastmédrgets.

PROJECT BUDGET - FEES (ESTIMATED AND ACTUAL) .

Estimated Base Service Fees

Based on the anticipated Start Date of each Asstghias referred to in Clause 4.1, the estimated B#ise Service Fees payable
Alimera to Quintiles Commercial for I8cope Costs in the Territory in each calendar péahnis Project Order at the Contribut
Margin shall be that as set out in the Table be®uch estimated total Base Service Fees shalldstasthe basis for calculating
raising and settlement of invoices for inclusiothivi the Payment Schedule at Clause 10.2.

InScope Costs included in Base Service Fees

The In-Scope Costs provided by Quintiles Commesaia included within the Base Service Fees arelbms:-

PASS-THROUGH EXPENSES.

The estimated total PaBsrough Expenses in relation to the Services desdrherein shall be Euro . In no event may @es
Commercial incur Pass-Through Expenses in excesgatf total without the prior written consent ofméra.

The following estimated Pass-Through Expe(@aeseferred to above) shall be passed-througipaiaddirectly by Alimera:-

At the end of each calendar month Quintilemy@ercial will submit to Alimera an invoice for tlnount of Pas$hrough Expens:
actually incurred and payable by Alimera duringttbalendar month together with a detailed itemistatement setting out
breakdown of the Pasfrough Expenses and related items attributeddb Quintiles Commercial Personnel in the Territfanytha
calendar month, and Alimera shall pay such invotbes are undisputed within thirty (30) days of ttete of the invoice. If Alime
requires further information including copies ofplpable receipts in respect of such Pass Througpefses then Quintil
Commercial shall provide such
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detailed information subject to a % administratitbarge applied to each such invoice for paymegmtlimera.

For the avoidance of doubt the following items haweé been estimated and/or specifically providedwithin the Base Service Fe
or the Pass Through Expenses referred to abovevantl therefore be an additional cost to Alimera grayable by Alimera
accordance with Clause 9.3 if such costs and exgen® incurred.

TOTAL PROJECT BUDGET - PAYMENT TERMS .

Cash Neutrality and Hmpnt Payment

Throughout the duration of this Project Order, Adia hereby agrees that all budgets and paymeritbevditructured in an effort
maintain cash neutrality for Quintiles Commerciaitll respect to the payment of all Fees and Raseugh Expenses). On signai
of this Project Order, Alimera shall pay to QuiesiiCommercial an ufpent payment of equal to percent ofsilma o
the estimated total Fees and estimated Phesdgh Expenses in respect of the Services toe®nmed in the first mont
which amount shall be reconciled by Quintiles Conruia on the final invoice. On no account shall @stimated total Project Budi
be exceeded without the prior written consent afala.

Payment of Base Service Fees

Subject at all times to the process of reconcdiatas set out at Clause 10.4 hereof, Quintiles Cemiad will invoice Alimer:
monthly at the beginning of each monthly billingipd for the agreed estimated total Base Servi@s fecurred in performing t
Services (apportioned over the duration of thedtdprder) and Alimera shall pay such invoices inithirty (30) days of the date
the invoice as more particularly set out in therRagt Schedule below.

Payment Schedule (Estimated Base Service Fees)

Procedure and Settlement of Invoices

With the exception of the initial ufrent payment, which is due and payable upon réceipan undisputed invoice, all otl
undisputed invoices for the payment of Fees (iriolycll Base Service Fees) payable hereunder bbgtlaid in full by Alimera i
accordance with Clause 10.2 as hereinbefore meattion

To facilitate the payment of all invoices raisedreumder in respect of all such Fees and Hassugh Expenses, Quinti
Commercial shall arrange for such invoices to o digectly to

All payments shall be made without deduction, defart, seiff, lien or counter claim of any nature. All paymtg under this Proje
Order shall be exclusive of which
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shall be charged to Alimera at the prevailing r#teroperly due and payable, and shall be paidbyera upon receipt of a va
invoice.

Reconciliation of the Fees

On the 31% of March, 30" of June, 30" of September and on the Sbf December in each calendar year of this Projecte€
Quintiles Commercial shall, within fifteen workir{@5) days thereof, undertake a reconciliation ef #mount of Base Service F
actually payable by Alimera hereunder as agairestegtimated total Base Service Fees more partigukfierred to herein at Clat
10.2.

Furthermore, Quintiles Commercial shall within twerf20) working days of the expiry or the termioatiof this Project Ord
undertake a final reconciliation of all the Feaxliding BaseService Fees) actually payable by Alimera to QléstCommerci:
hereunder.

Quintiles Commercial will provide Alimera with suafiformation as Alimera shall reasonably requireiider to verify the calculatic
of each such reconciliation. Any overpayment bynfdra will be refunded to Alimera, or any underpagirgy Alimera credited !
Quintiles Commercial, within thirty (30) days afwrch reconciliation to the extent that the applieaeconciliation calculation is r
being disputed by Alimera in good faith.

Currency and Currency Exchange Rates

Having regard to the contents and application @fu€¢ 21 of the Master Agreement to this ProjeceOtite currency to be used
all invoices and payment under this Project Ortiafl$e the Euro (the Contracted Currency ”).

Account Details

Unless otherwise notified in writing by Quintile®@mercial the payment method for the settlemertlahvoices shall be by
and the details of the applicable bank account are:

EARLY TERMINATION

Substantial Change

11.1.1 Notwithstanding the termination provisions refertedn the Master Agreement, but subject at allesnto the provisions
Clause 11.1.2 and 11.1.3, Alimera shall have thktr{but not the obligation) to terminate this [erijOrder forthwith o
notice in writing to Quintiles Commercial in theest that (a) due to regulatory and/or governmemtdrvention th
marketing authorisation for the sale of the Produacthe Territory is withdrawn thereby preventirigetactual sale of tl
Product in the Territory, (b) any governmental egulatory agency takes any action, or raises afgction, that preven
Alimera from marketing,
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distributing, importing, exporting or selling Pradwr (c) if Alimera otherwise withdraws Produabrin the Territory.

11.1.2 Upon receipt of such written notice by Quintilesn@oercial from Alimera pursuant to Clause 11.1.1 paeties sha
cooperate to develop, mutually agree on and exexytian to ensure an orderly close down of theegptajlescribed in th
Project Order in the Territory (“Closeout PlanFollowing such early termination notice by Alime@uintiles Commercii
shall use all reasonable efforts to mitigate afits@nd expenses associated with the project tdedcin this Project Order,
well as use all reasonable efforts to procure tliggation of all such costs and expenses by angedjrsubcontract
performing the Services hereunder, that may adkeviing receipt of such notice.

11.1.3 Notwithstanding the efforts of Quintiles Commerdialensure an orderly close down of the Projecsyamt to Clause 11.1
Alimera shall pay to Quintiles Commercial:

€)) all Fees and Pa3$wough Expenses actually incurred by Quintiles @mncial in accordance with the terms
conditions of the Master Agreement and this Projgrcter as at the effective date of termination;

(a) all reasonable and necessary costs and expensgeethin connection with the mutually agreed updos€out Plar
and

(b) all noneancellable costs irrevocably and reasonably cotachtb by Quintiles Commercial arising out of anibctly
related to the Services provided pursuant to tlogeBtr Order in accordance with the terms and canditof the Mastt
Agreement and this Project Order, provided thatn@les Commercial has used good faith and all comiaky
reasonable efforts to cancel such costs.

11.1.4 All such payments shall be paid by Alimera to Qilsst Commercial within thirty (30) days of the daiEan undispute
invoice.

NOTICES .

Any notices required or permitted to be given unithés Project Order by either Party, shall be irting, in English and shall |
delivered personally, or sent by pre-paid fuktss post or recorded delivery or by commerciairien, to the other Party requirec
receive the notice or communication as set outvbdlmless a Party provides the other with writtenice of another address
accordance with this Clause):

If to Quintiles Commercial :
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With a copy to:

Legal Department

Quintiles Commercial Europe Limited
500 Brook Drive

Green Park

Reading RG2 6UU

England

If to Alimera:

Alimera Sciences Inc.
6120 Windward Parkway
Suite 290

Alpharetta, GA 30005
USA

Attention:
IN WITNESS WHEREOF , this Project Order has been executed by theeRantreto through their duly authorised officergrandate(s
set forth below.
Signed by:
Name (Print):
Title:

Date:
For and on behalf of:-.

Signed by:
Name (Print):
Title:

Date:
For and on behalf of:-.

Signed by:
Name (Print):
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Title:
Date:

For and on behalf of:-
ALIMERA SCIENCES, INC.
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APPENDIX 1

TARGETS
(as provided for in Clause 7)
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Name of Wholly-Owned Subsidiary

Alimera Sciences Limited
Alimera Sciences B.V.

AS C.V.

Alimera Sciences (DE) LLC

Alimera Sciences, Inc.
List of Subsidiaries

Jurisdiction of Organization

United Kingdom
The Netherlands
The Netherlands
United States

EXHIBIT 21.1

Name under which the subsidiary cor

conducts business

Alimera Sciences Limite
Alimera Sciences B.V.

AS C.V.

Alimera Sciences (DE) LLC



EXHIBIT 23.1A

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference iniRRegion Statement No. 333-166822, No 333-18056d,No. 333-173095 on Form S-8 of our report ditacch 30,
2012 relating to the financial statements of Alim&ciences, Inc. (the “Company”) (which report egges an unqualified opinion on such financiakstents and

includes an explanatory paragraph regarding thepg@oryis ability to continue as a going concern)eaping in this Annual Report on Form KOef the Company for tk
year ended December 31, 2012.

/sl Deloitte & Touche LLP

Atlanta, Georgia
March 28, 2013



EXHIBIT 23.1B

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We have issued our report dated March 28, 2018, mwipect to the consolidated financial statemientaded in the Annual Report of Alimera Sciendes, (the
“Company”) on Form 10-K for the year ended Deceng#r2012. We hereby consent to the incorporatioreference of said report in the RegistrationeStents of
the Company on Form S-8 (File No. 333-166822, &ffedMay 14, 2010, File No. 333-173095, effectivarigh 25, 2011 and File No. 333-180567, effectiveilAp

2012).
/s/ GRANT THORNTON LLP

Atlanta, Georgia
March 28, 2013



EXHIBIT 31.1

CERTIFICATION
I, C. Daniel Myers, certify that:

1. | have reviewed this annual report on Form 16fKlimera Sciences, Inc.;

2. Based on my knowledge, this report does natadomny untrue statements of a material fact ait torstate a material fact necessary to maketdtersents
made, in light of the circumstances under whicthsstatements were made, not misleading with respebe period covered by this report;

3. Based on my knowledge, the consolidated firerstatements, and other financial informationudeld in this report, fairly present in all materieépects the
financial condition, results of operations and cisWs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’ other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defined in Exchange Act F
13a-15(e) and 15d-15(e)) and internal control dwvemcial reporting (as defined in Exchange Actddul3a-15(f) and 15d-15(f)) for the registrant bhade:

a. designed such disclosure controls and procedareaused such disclosure controls and procedaitee designed under our supervision, to enbate t
material information relating to the registrantlirding its consolidated subsidiaries, is made kmtows by others within those entities, partidylduring
the period in which this report is being prepared,;

b. designed such internal control over finanaglarting, or caused such internal control overrfaial reporting to be designed under our supemijsio
provide reasonable assurance regarding the réfjabilfinancial reporting and the preparation imiahcial statements for external purposes in acourel
with generally accepted accounting principles;

c. evaluated the effectiveness of the registratitslosure controls and procedures and presentiiki report our conclusions about the effectigsnaf the
disclosure controls and procedures, as of the étitegeriod covered by this report based on swatuation; and

d. disclosed in this report any change in thestegit's internal control over financial reportitigat occurred during the registrant’s most reciscef quarter
(the registrant’s fourth fiscal quarter in the cafan annual report) that has materially affecteds reasonably likely to materially affect, tregistrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s)danhave disclosed, based on our most recent et@tuaf internal control over financial reportirtg, the registrant’s
auditors and the audit committee of the registeabtiard of directors (or persons performing thewedent functions):

a. all significant deficiencies and material wesdses in the design or operation of internal cbotrer financial reporting which are reasonablglikto
adversely affect the registrant’s ability to regqutbcess, summarize and report financial inforamtand

b. any fraud, whether or not material, that inesivynanagement or other employees who have a smmiifiole in the registrant’s internal control over
financial reporting.

Date: March 28, 2013 /sl C. Daniel Myers

C. Daniel Myers
President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2

CERTIFICATION
I, Richard S. Eiswirth, Jr., certify that:

1. | have reviewed this annual report on Form 16fKlimera Sciences, Inc.;

2. Based on my knowledge, this report does natadomny untrue statements of a material fact ait torstate a material fact necessary to maketdtersents
made, in light of the circumstances under whicthsstatements were made, not misleading with respebe period covered by this report;

3. Based on my knowledge, the consolidated firerstatements, and other financial informationudeld in this report, fairly present in all materieépects the
financial condition, results of operations and cisWs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’ other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defined in Exchange Act F
13a-15(e) and 15d-15(e)) and internal control dwvemcial reporting (as defined in Exchange Actddul3a-15(f) and 15d-15(f)) for the registrant bhade:

a. designed such disclosure controls and procedareaused such disclosure controls and procedaitee designed under our supervision, to enbate t
material information relating to the registrantlirding its consolidated subsidiaries, is made kmtows by others within those entities, partidylduring
the period in which this report is being prepared,;

b. designed such internal control over finanaglarting, or caused such internal control overrfaial reporting to be designed under our supemijsio
provide reasonable assurance regarding the réfjabilfinancial reporting and the preparation imiahcial statements for external purposes in acourel
with generally accepted accounting principles;

c. evaluated the effectiveness of the registratitslosure controls and procedures and presentiiki report our conclusions about the effectigsnaf the
disclosure controls and procedures, as of the étitegeriod covered by this report based on swatuation; and

d. disclosed in this report any change in thestegit's internal control over financial reportitigat occurred during the registrant’s most reciscef quarter
(the registrant’s fourth fiscal quarter in the cafan annual report) that has materially affecteds reasonably likely to materially affect, tregistrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s)danhave disclosed, based on our most recent et@tuaf internal control over financial reportirtg, the registrant’s
auditors and the audit committee of the registeabtiard of directors (or persons performing thewedent functions):

a. all significant deficiencies and material wesdses in the design or operation of internal cbotrer financial reporting which are reasonablglikto
adversely affect the registrant’s ability to regqutbcess, summarize and report financial inforamtand

b. any fraud, whether or not material, that inesivynanagement or other employees who have a smmiifiole in the registrant’s internal control over
financial reporting.

Date: March 28, 2013 /s/ Richard S. Eiswirth, Jr.

Richard S. Eiswirth, Jr.
Chief Operating Officer and Chief Financial Officer
(Principal Financial and Accounting Officer)




EXHIBIT 32.1

CERTIFICATION

In connection with the Annual Report of Alimera &wies, Inc. (the “Registrant”) on Form 10-K for #reual period ended December 31, 2012 as fileul tivé
Securities and Exchange Commission on the dat®hghe “Report”), the undersigned, C. Daniel Myd?Psesident, Chief Executive Officer, and Direatbthe
Company, and Richard S. Eiswirth, Jr., Chief Finan©fficer and Chief Operating Officer, certifyeify, pursuant to 18 U.S.C. Section 1350, as satbpursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, titnéheir respective knowledge:

(1) The Report fully complies with the requiremts of section 13(a) or 15(d) of the SecuritiestHaxge Act of 1934; and

(2) The information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of the Regy.

Date: March 28, 2013 /sl C. Daniel Myers
C. Daniel Myers

President and Chief Executive Officer
(Principal Executive Officer)

Date: March 28, 2013 /sl Richard S. Eiswirth, Jr.
Richard S. Eiswirth, Jr.

Chief Operating Officer and Chief Financial Officer
(Principal Financial and Accounting Officer)

This certification is made solely for the purposéd48 U.S.C. Section 1350, subject to the knowlstiyedard contained therein, and not for any otherpose. A signed
original of this written statement required by $@ct906 has been provided to the Registrant andbeiretained by the Registrant and furnished ®limited States
Securities and Exchange Commission or its stafiupquest

This certification accompanies the Form 10-K toathit relates, is not deemed filed with the Semgiand Exchange Commission and is not to be imratpd by
reference into any filing of the Registrant undez Securities Act of 1933 or the Securities Exchakg of 1934 (whether made before or after the dathe Form 10-
K), irrespective of any general incorporation large contained in such filin:



