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12 31

2011

2012

2013

2014

2015

34,226
(4,127,998)

46,424
(5,599,199)

52,947
(6,385,938)

35,396
(4,269,112)

24,067
(2,902,721)

24,183 31,604 36,405 25,582 22,636
(2,916,712)  (3,811,758)  (4,390,807)  (3,085,445)  (2,730,128)
6,174 7,787 9,548 10,002 27,987
(744,646) (939,190)  (1,151,584)  (1,206,341)  (3,375,512)
30,357 39,391 45,953 35,584 50,623
(3,661,358)  (4,750,948)  (5,542,391)  (4,291,786)  (6,105,640)
3,869 7,033 6,994 188 26,556
(466,640) (848,251) (843,547) ( 22,674) ( 3,202,919)
21 27 122 519 1,117
(2,533) (3,256) (14,714) (62,597) (134,721)
143 138 116 15
( 17,247) ( 16,644) ( 13,991) ( 1,809) “)
39 97 182 37 20
(4,704) ( 11,699) (21,951) (4,463) ( 2,412)
83 208 188 541 1,097
( 10,010) ( 25,087) (22,674) (65,251) (132,309)
3,786 6,825 7,182 353 25,459
(456,630) (823,164) (866,221) (42,577) ( 3,070,610)
2,480 2,647 2,883 2,359 50
(299,113)  ( 319,255)  ( 347,719)  ( 284,519) ( 6,031)
6,266 4,178 4,299 2,006 25,509
(755,743) (503,909) (518,502)  ( 241,942) ( 3,076,641)
4,584 3,056 3,138 - -
(552,876) (368,584) (378,474) ) “)
1,682 1,122 1,161 2,006 25,509
(202,867) (135,325) (140,028)  ( 241,942) ( 3,076,641)
0.14 0.09 0.10 0.06 0.71
1an (11) (12) N (_86)
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19,117 23,566 32,419 187,819 166,525
(2,305,701)  (2,842,295)  (3,910,056)  (22,652,848)  (20,084,594)
15,477 25,990 19,412 99,158 111,789
(1,866,681)  (3,134,654)  (2,341,281)  (11,959,446)  (13,482,871)
41,495 47,024 54,048 196,966 175,950

(5,004,712)

(5,671,565)

(6,518,729)

(23,756,065)

(21,221,344)

1 12,000 12,000 12,000 - -
(1,447,320)  (1,447,320) (1,447,320 e S
28,209 28,200 28,209 - -
(3.402,287)  (3,402,287)  (3,402,287) e ©
11,937 7,759 3,460 5,466 30,975
( 1,439,722)  ( 935,813)  ( 417,311)  ( 659,254) ( 3,735,895)
20,840 25,607 31,124 184,363 166,434
(2.513,512)  (3,088,460)  (3,753,866) (22,236,021)  (20,073,606)
76 79 84 49W 49
) 2013 10 2014
3 30
2011 2012 2013 2014 2015
437 11,246 7,246 9,442 16,871
(52,707)  (1,356,380)  (873,942)  (1,138,798) ( 2,034,811)
4,003 3,743 6,561 152,932 4,341
( 493,657)  ( 451,443)  ( 793,735) ( 18,445,120)  (523,583)
581 624 3,310 148,274 1,160
( 70,07)  ( 75,261) ( 399,220) (17,883,328)  ( 139,908)
9,760 16,639 13,994 18,778 5,088
(1,177,154)  (2,006,830)  (1,687,817)  (2,264,814)  (613,678)
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2002 25 Acugen Neuropeutics Inc.

2003 Acucela Inc.

2003 Ocuscreen

2005 11 11-cis-retinylamine

2005 10

2006

2006

2006

2007 A

2007 IND

2008 IND FDA

2008 la

2008

2009 la

2009 1b

2009 12 RED-203

2010 2a Envision
(Evaluating a Novel Vision treatment for AMD) Clarity Trial

2010 RED-204

2010 FDA
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2010

2010

2010 OPA-6566

2010 10 RED-203

2011 RED-204

2011 OPA-6566 IND FDA

2011 OPA-6566 172

2012 ReVision Therapeutics, Inc.

2012 USAN name EMIXUSTAT

2012 (USAN name) EMIXUSTAT HYDROCHLORIDE

2012

2013 OPA-6566 172

2013 2b/3

2013 2b/3 50

2013

2013

2013

2014

2014 2b/3

2014 FDA FDA 24
SEATTLE
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Report on the Retinal Pharmaceuticals & Biologics Market 2014
Market Scope LLC. 2020 10.6
FDA
65 RPE65
A
A2E A
A2E
A
2008 IND
FDA 2010 FDA
FDA
NDA
75 14
40 2a 90 10
2013
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2014 508
2014 FDA
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FDA
cGMP
OPA-6566
2015 12 31 112 174
2015 12 31 24
16
U.S. Patent No. 7,982,071 U.S. Patent No. 8,981,153 U.S. Patent No.
8,993,807 2029
15 52
2028 2033
17 13
50 106

2028 2034
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FDA IND IND FDA
30 FDA 30
IND FDA
IND FDA IND
IND FDA
FDA
IRB
FDA IRB
IRB
IND FDA SPA
SPA
FDA
FDA 45
SPA SPA
FDA
FDA NDA
FDA SPA
SPA FDA FDA SPA
FDA
GCP
ClinicalTrials.gov
NDA
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FDA NDA 60
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FDA
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NDA NDA 10
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FDA
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2014 12 31 54.5
2015 2014 12 31
2015 2014 12 31
1.3 1.6
2015 12 31
1,328 1,965 2,053 994 6,340
1,328 1,965 2,053 994 6,340
2015 24
2015 50
2015 11
2015
2015 12 31
1.9 0.4
35 50
OPA-6566
OPA-6566
10 55
OPA-6566
75
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2015 12 31 120.2 2014 12 31 8.5
2014 1PO
0.9
2015 12 31 55.7 2014 12 31 29.5
2015

2015 12 31 8.4 2014 12 31 4.1

3.8
2015 12 31 1.1 2014 12
31
2015 12 31 166.4 2014 12 31 17.9

2015 25.5
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2014 12 31 2015
OPA-6566
12 31
2014 2015 2014 2015
2014 2015 ()

35,364 24,064 11,300 32.0%

25 - 25 100.0%

OPA-6566 7 3 4 57.1%
35,396 24,067 11,329 32.0%

2015 12 31
11.3 32.0
2015 2015
2015
2.6 2015 12 31
2b/3
2016
2013
OPA-6566
OPA-6566 1/2 2012
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VCM
12 31
2014 2015 2014 2015
2014 2015 ()
24,509 21,060 3,449 14.1%
15 - 15 100.0%
OPA-6566 8 1 7 87.5%
1,050 1,575 525 50.0%
25,582 22,636 2,946 11.5%
2015 12 31
3.4 14.1
2b/3 2016
2013 2012 OPA-6566
1/2
2015 12 31
VCM 50.0
2014
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2015
8.4 5.0 2.0
0.6
2.1
2015 1.5
2015 SBI
SBI 0.8
0.8
0.3 1.1
1.0
ERM 1.3
2015
0.8
2015 12 31 1PO 0.6
2014 2015
2014
2015 12 31
2014 12 31 2.4 2.3
50 2015 2014
0.2 667.7 2015 34.0
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1PO 2009
2014 13
9,200,000 17.72 142.0
1PO
2014 12 31 187.8 2015 12 31 166.5
2015 2014 12 31 5.1 18.8
106.9 85.0 54.5
84.0
2015 12 31
2014 2015 12 31 2014 12 31
2013 2014 2015 12 31
12 31
2013 2014 2015
7,246 9,442 16,871
6,581 152,932 4,341
3,310 148,274 1,160
2,645 4,784 13,690
16,639 13,994 18,778
13,994 18,778 5,088
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2015 12 31 16.9 2014 12 31
9.4 2013 12 31
7.2
2015 25.5 3.8
0.9
8.9
1.1 2.3
2014 6.2 5.0
2.3

1.6 2.4

2013 4.3 1.1
2.3 2.7 1.6
2.6
2015 12 31 4.3
2014 12 31
152.9 2014 1PO
2013 12 31
2015 12 31
1.2 2014 12 31
2014 1PO 2013 12 31
1PO
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2014 2015 12 31

12 31
2014 2015
2,910 2,981
1,812 1,423
497 366
5,219 4,770
4,477 3,850
742 920
38,723
2021 11 30 17,488
2017 28
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2015 12 31

100,000,000 36,517,106 63,482,804
2015 12 31 30,425
2015 12 31
O 36,517,106
2015 12 31 30,425
2015 12 31 1,854,030
6.30
2015 12 31
4 31,323
2011 31 3,000 | 44,338,591 483) | (3,777,868)
19 31,342
2011 11 18 2,278 | 44,340,869 (2,292) | (3,780,159)
1 31,343
2012 29 188 | 44,341,057 (121) | (3,780,280)
2 31,345
2012 25 196 | 44,341,253 (242) | (3,780,521)
1 31,346
2012 22 100 | 44,341,353 (121) | (3,780,642)
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1 31,347
2012 11 5,000 | 44,346,353 (121) | (3,780,762)
1 31,348

2012 11 15 104 | 44,346,457 (121) | (3,780,883)
54 31,401

2012 12 31 5,204 | 44,351,661 (6,512) | (3,787,273)
3 31,404

2013 11 20,000 | 44,371,661 (361) | (3,787,637)
215 31,619

2013 15 20,816 | 44,392,477 (25,931) | (3,813,568)
1 31,620

2013 10,000 | 44,402,477 (120) | (3,813,689)
2 31,622

2013 219 | 44,402,696 (241) | (3,813,930)
241 31,863

2013 31 10,636 | 44,413,332 (29,067) | (3,842,995)
142,044 173,907

2014 13 9,200,000 | 53,613,332 | (17,131,927) | (20,974,924)
12,000 185,907

2014 13 3,636,365 | 57,249,607 | (1,447,320) | (22,422,244)
(32,441,604) - 185,907

2014 13 () 24,808,093 ) | (22,422,244)
- 185,907

2014 13 10,813,867 [ 35,621,960 0) | (22,422,244)
1 185,908

2014 12 72| 35,622,032 (120) | (22,422,363)
3 185,911

2014 12 500 | 35,622,532 (361) | (22,422,725)
2 185,913

2014 18 277 | 35,622,809 (241) | (22,422,966)
62 185,975

2014 24 17,187 | 35,639,996 (7,477) | (22,430,444)
2 185,977

2014 27 1,000 | 35,640,996 (241) | (22,430,685)
3 185,980

2014 323 | 35,641,319 (361) | (22,431,047)
2 185,982

2014 14 354 | 35,641,673 (241) | (22,431,289)
190 186,172

2014 18 45,500 | 35,687,173 (22,915) | (22,454,204)
205 186,377

2014 26 56,800 [ 35,743,973 (24,725) | (22,478,930)
167 186,544

2014 27 48,963 [ 35,792,936 (20,141) | (22,499,071)
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8 186,552
2014 28 10,448 | 35,803,384 964) | (22,500,036)
1 186,553
2014 2 1,000 | 35,804,384 (120) | (22,500,157)
36 186,589
2014 11 26 4,583 | 35,808,967 (4,341) | (22,504,499)
2 186,591
2015 18 500 | 35,809,467 41) | (22,504,740)
- 186,591
2015 33| 35,809,500 ©) | (22,504,740)
- 186,591
2015 358,692 | 36,168,192 ©) | (22,504,740)
- 186,591
2015 118,369 | 36,286,561 ©) | (22,504,740)
2,060 188,651
2015 170,435 | 36,456,996 (248,457) | (22,753,197)
58 188,709
2015 15 7,265 | 36,464,261 (6,995) | (22,760,192)
14 188,723
2015 15 1,178 | 36,465,439 (1,689) | (22,761,881)
73 188,796
2015 29 7,914 | 36,473,353 (8,804) | (22,770,685)
2 188,798
2015 16 235 | 36,473,588 41) | (22,770,926)
71 188,869
2015 17 7,371 | 36,480,959 (8,564) | (22,779,490)
2 188,871
2015 350 | 36,481,309 241) | (22,779,731)
113 188,984
2015 31 14,530 | 36,495,839 (13,629) | (22,793,360)
627 189,611
2015 30 o| 36,495,839 (75,622) | (22,868,982)
5 189,616
2015 10 7,265 | 36,503,104 604) | (22,869,586)
1 189,617
2015 10 16 | 36,503,120 @21) | (22,869,707)
29 189,646
2015 11 3,634 | 36,506,754 (3.497) | (22,873,204)
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2,023 191,669
2015 11 18 o| 36,506,754 (243,994 | (23,117,198)
3 191,672
2015 12 352 | 36,507,106 (362) | (23,117,560)
24 191,696
2015 12 15 10,000 | 36,517,106 (2.895) | (23,120,455)
2014 13
32,441,604 32,441,604
2011
2015 12 31 36,517,106 191,696,000
2015 12 31 1,854,030
1,854,030 6.30 11,680,389
2015 12 31
19 579,747 1.5
55 0.0
1,737,389 4.8
@ 2 10,369,023 28.4
1 23,830,892 65.3
26 36,517,106 100.0
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2015 12 31
@
1301 Second Avenue, Suite 4200, 10,250,654 28.1
Seattle, Washington 98101
SBI @ 106-6019 2,036,754 5.6
1-6-1
19
101-8535 1,888,011 5.2
2-9
SBI 106-6019 1,871,250 5.1
(&) 1-6-1
19
106-6019 1,777,778 4.9
(@) 1-6-1
19
SBI 106-6019 1,555,556 4.3
(&) 1-6-1
19
772-8601 1,515,152 4.1
115
106-6147 1,330,000 3.6
6-10-1
22,225,155 60.9
1
2 SBI SBI
SBI 21.2
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13 14
2014 12 WD 2015 12
2,460 888
520 572
€)) 2014 13 2014 13
2015 2015 2015 2015 10 2015 11 2015 12
777 741 780 749 734 845
651 572 638 660 675 699
49 2016 10,510,654 *
(1966 10 18 ) CEO
MODE) 41 2016 7.050 ®)
1974 14
DG 64 2016 6,450 )
1951
@@ 54 2016 7,050 @)
1961
@G 59 2016 6,250 ®)
Robert Takeuchi 1957 17
63 CBO 2016 118,369(9)
Ted Danse 1952 27
61 CFO 2016
(John Gebhart) 1954 10
45 2016
(Lukas Scheibler) 1970 11
64 2016
(George Lasezkay) 1951 10 28
72 2016
(Roger Girard) 1943 14 CSO
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75
MD  PhD
2002
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2002 2002
1996
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2015
West
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LLP
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9.22
520,000
9.22
23,750
9.22
23,750
9.22
23,750
9.22
23,750
118,369
100
2014
2015
2005 2002
2014 12 2002 2006
2002 11 2006 2007 2011
MD PhD
AAO ARVO
2013 DeNA West DeNA
2013 DeNA West
KPMG LLP

Leventhal School of Accounting
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2015 2000 11
1995 2000
2015 2006 2010
2001 2006 Berevno Corporation
CanBas Corporation 2002 2009 2010
2013
2015 2004 RT
1998 2004 SOFTBANK Finance America Corporation
SOFTBANK Finance America Corporation 1988
First Boston 2004
2010 2013 Quark Pharmaceuticals, Inc.
2015
Replenish, Inc.
2005 2014 Neurotech Pharmaceuticals, Inc. CEO
ISTA Pharmaceuticals Inc. CEO 2000
Allergan

Coopervision Bausch & Lomb

MBA
2015 2012 2015

Qliance Medical Management Inc. CFO
2012
International Ventripoint PhysioSonics Carena Clarity Health Nexcura DS-1Q

CFO COO0 CEO 30
CPA
MBA
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2013
1996 1998
1996 Credit Suisse
2013 SBI
2006
30
NASDAQ

Schering-Plough
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Remote Medical



EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)

oooooono
13 2015 — 2008
Ideation and Technology
Evaluation Center
2008 2011
LenSx Lasers ESBATech
2015
HorizonPharma Group 12
13
60
1997 Recombinant Capital Breakthrough Biotechnology Alliance Allergan Ligand Retinoid
Therapeutics
2015 2011
Xecutive Advisory Partners LLC
2012 2012 2014
instaCOVER Inc. 2013 CEO
Equipment Protection Association Inc. 2013
CareCap LLC
2015 CEO
Neuro-1D Inc.
- @
10 ( )
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http://ir.acucela.com

SEC

NYSE
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2015 13 2015
75

2015

CEO

98101 1301 4200

http://ir.acucela.com

NYSE SEC
S-K 407(d)

(http://ir.acucela.com)
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2015
2016
NYSE SEC
(http://ir.acucela.com)
CEO
2015
2015 2014
2015
NYSE SEC

(http://ir.acucela.com)
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2015

98101
1301 4200

2015

25,000
35,000
15,000
10,000
7,500
7,500
5,000
3,500

2015 12 2016

25,000 30,000

78/153



EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)

0000000
2015 12 31
2015
(€Y}
2
34,459 —( ) - 34,459
2
25,795 -( ) - 25,795
2
31,559 —( ) - 31,559
2
28,171 -( ) - 28,171
® 22,870 - - 22,870
® 22,870 - - 22,870
® 22,870 - - 22,870
16D 2015 12 31 FASB ASC Topic 718
(2) 2016 21 30,000 9.22
2015
®) 2015
2015 2014
2015
2015 12 31
()] @ ®) )
2015 515,040 - - - 277,360 100,675 893,075
CEO 2014 492,312 - . - - 127,607® 620,009
2015 211,333 50,000 - 2,023,023 66,752 5,283 2,356,301
2014 - - - - - - -
2015 113,333 25 000@ - 2,040,541 45,085 279,781MP 2,503,740
2014 - - - - - - -
2015 173,793 608,848 2,677,334 2,060,050 - 881,745 6,401,770
CEO 2014 162,075%9 - - - - 168,38147 330,456

79/153



@

(2) 2015

®

*

®

©)

)
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(10)

an
12)

13)

14

2015

FASB ASC Topic 718

2015 CEO
712,480
FASB ASC Topic 718
25
2014
356,410
2015 2014

14,049 401k

380
15,703

2015

2016

3,727

2016

267,664

25,000

3,404
2015 CEO
2015 CEO
2015
2015
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2014

2015

2015

2014

4,670

338,357

1,556

2015
343,381

2015

8,333
380

515,520

31 CEO

2015
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5.78
75
77,246
9,000
107,324
211,333
2015
113,333
2016
173,793
2014



(15) @
401k
(16) 2014
162,075
515,500
an 2014
5,573
10,780
* %
21,250 100,800
** 2014 20,000
2014 11
2015 2015
35 50
2015
90
2015
90
2015

2015

EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)

81/153

OooooOodd
875,353 ) 5,854 ©)
430 ') 108
CEO
29,978
- 122,050
7.78
FASB ASC Topic 718
4,583
60
10 50
2015
2015
277,360
66,752
45,085
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2016 60 35 50
30
2015 12 31
2015 12 31
® ®
s $
358,692 2,478,562
365,276 2,524,057
712,480 1O 5.78 2016
(1) 2015
25 75
(2) 2015 12 31 6.91 2015 2015 12 30
833.0 120.61
3) 2016 780,000 747,462 9.22 32,538
10.14 50 2016 21
2017 21 2017
21 2019 21 50
) 2014 712,480

2015
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530,491
300
18
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18
30
12
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12
@
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OooooOodd
343,381
50
50
12
@ ®
100
12
2015 CEO 2014 10 14
18 COBRA 18
CEO 2015 CEO CEO
0.9 2015 11 2014
712,480 356,410 2015
162(m)
100

100
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2015 12 31
@)
(¢))
@ ) ©
1,854,030 & & 6.30 30,425 ®
1,854,030 6.30 30,425
(@)
@ 2015 11 358,692
2015 118,369 25 2016
1,195,931 2016 413,019 2017 299,305 2018 299,285
2019 184,322
?) 2014 2016
780,000 747,462 9.22
10.14
) 2014 2016
9.22 120,000
(5) 2016 2014
1,460,684
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2014 2015
650 76 757 35

(78,397 ) 9,166 ) 91,302 @,221 )
650 76 757 35
78,397 ) 9,166 ) 91,302 “,221 )
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Acucela Inc. 2014 2015 12 31
2013 2014 2015 12 31
SEC Form 10-K
Form 10-K 38
59 131
40 321 35
32 12 193
SEC
132 2015 12 30
120.61
4.
4.
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ACUCELA INC.

12 31 12 31
2014 2015
18,778 2,264,814 5,088 613,678
85,008 10,252,814 106,922 12,895,862
5,285 637,424 6,140 740,546
61 7,357 - -
2,582 311,414 2,051 247,372
111,714 13,473,823 120,201 14,497,458
742 89,492 920 110,961
84,033 10,135,220 54,515 6,575,054
42 5,065 - -
435 52,465 314 37,871
196,966 23,756,065 175,950 21,221,344
441 53,189 207 24,966
4,176 503,665 3,138 378,487
1,683 202,986 2,457 296,339
6,231 751,521 2,467 297,545
25 3,015 143 17,247
12,556 1,514,376 8,412 1,014,584
13
47 5,668 1,104 133,154
47 5,668 1,104 133,154
2014 12 31 100,000
2015 12 31 100,000
2014 12 31 35,809
2015 12 31 36,517 186,589 22,504,499 191,696 23,120,455
3,601 434,316 6,288 758,396
361 43,540 575 69,350
5,466 659,254 30,975 3,735,895
184,363 22,236,021 166,434 20,073,606
196,966 23,756,065 175,950 21,221,344
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ACUCELA INC.

12 31
2013 2014 2015
52,947 6,385,938 35,396 4,269,112 24,067 2,902,721
36,405 4,390,807 25,582 3,085,445 22,636 2,730,128
9,548 1,151,584 10,002 1,206,341 27,987 3,375,512
45,953 5,542,391 35,584 4,291,786 50,623 6,105,640
6,994 843,547 188 22,674 26,556 3,202,919
122 14,714 519 62,597 1,117 134,721
116 13,991 15 1,809 - -
182 21,951 37 4,463 20 2,412
188 22,674 541 65,251 1,097 132,309
7,182 866,221 353 42,577 25,459 3,070,610
2,883 347,719 2,359 284,519 50 6,031
4,299 518,502 2,006 241,942 25,509 3,076,641
3,138 378,474 - - - -
1,161 140,028 2,006 241,942 25,509 3,076,641
0.10 12 0.06 7 0.71 86
0.09 11 0.06 7 0.71 86
11,964 32,869 35,972
12,355 32,869 35,972
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12 31
2013 2014 2015
4,299 518,502 2,006 241,942 25,509 3,076,641
7 844 354 42,696 214 25,811
4,292 517,658 2,360 284,638 25,723 3,102,452
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ACUCELA INC.
2013 12 31 32,441 28,209 11,971 3,654 2,728 7 3,460 31,124
7,003 - - 9,200 142,044 - - - 142,044
32,441 28,209 10,814 28,209 - - - -
- - 3,636 12,000 - - - 12,000
- - - - 516 - - 516
- - - - 421 - - 421
- - - - 64 - - 64
- - 188 682 - - - 682
- - - - - - 2,006 2,006
- - - - - 354 - 354
2014 12 31 - - 35,809 186,589 3,601 361 5,466 184,363
- - - - 8,940 - - 8,940
904 - - - - -
- - 207 - 1,165 - - 1,165
- - 11 17 12 - - 5
- - - - 14 - - 14
- - - - - - 25,509 25,509
- - - 5,090 5,090 - - -
- - - - - 214 - 214
2015 12 31 - - 36,517 191,696 6,288 575 30,975 166,434
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ACUCELA INC.
2013 12 31 32,441 3,402,289 11,971 440,708 329,023 844 417,311 3,753,865
- - 9,200 17,131,926 - - - 17,131,926
32,441 3,402,289 10,814 3,402,289 - - - -
- - 3,636 1,447,319 - - - 1,447,319
- - - - 62,235 - - 62,235
- - - - 50,777 - - 50,777
- - - - 7,719 - - 7,719
- - 188 82,257 - - - 82,257
- - - - - - 241,943 241,943
- - - - - 42,69 - 42,696
2014 12 31 - - 35,809 22,504,499 434,316 43,540 659,254 22,236,021
- - - - 1,078,254 - - 1,078,254
- - 904 - - - - -
- - 207 - 140,510 - - 140,510
- - 1 2,051 1,448 - - 603
- - - - 1,689 - - 1,689
- - - - - - 3,076,641 3,076,641
- - - 613,905 613,905 - - -
- - - - - 25,810 - 25,810
2015 12 31 - - 36,517 23,120,455 758,396 69,350 3,735,895 20,073,606
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ACUCELA INC.

12 31
2013 2014 2015
4,299 518,502 2,006 241,942 25,509 3,076,641
531 64,044 501 60,426 381 45,952
1,123 135,446 516 62,235 8,940 1,078,254
332 40,042 1,175 141,717 2,290 276,197
2,274 274,267 2,349 283,313 103 12,423
30 3,592
64 7,719
1,562 188,392 4,977 600,276 855 103,122
443 53,430 401 48,360 815 98,323
102 12,302 313 37,751 234 28,223
2,650 319,616 2,403 289,826 1,038 125,193
856 103,242 1,586 191,287 774 93,353
264 31,841 250 30,153 1,075 129,656
2,570 309,967 6,231 751,521 3,764 453,976
122 14,715 86 10,372 121 14,594
7,246 873,942 9,442 1,138,798 16,871 2,034,811
23,217 2,800,202 201,732 24,330,897 86,590 10,443,647
17,136 2,066,772 48,931 5,901,568 91,420 11,026,182
500 60,305 131 15,800 489 58,952
6,581 793,735 152,932 18,445,129 4,341 523,583
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12 31
2013 2014 2015
1,165 140,511
6 723 149,819 18,069,670 17 2,050
12 1,447
96 11,578
3,412 411,521 1,545 186,342
3,310 399,220 148,274 17,883,328 1,160 139,908
2,645 319,013 4,784 576,997 13,690 1,651,136
16,639 2,006,830 13,994 1,687,817 18,778 2,264,814
13,994 1,687,817 18,778 2,264,814 5,088 613,678
828 99,865 60 7,237
937 113,011 5,548 669,144
5,759 694,592

28,209 3,402,287

12,000 1,447,320
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ACUCELA INC.
2008
2b/3
2015 12 11
2015 12 31
2013 2014 2015 12 31
@ (b)
© Q)
2013 2014 2015 12 31 10
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10
2014
2014 28 ( FASB ) 1ASB
ASU  2014-09 Topic 606 IFRS 15
ASU 2017

ASU  2014-09 2017 12 15

100/153



2014

ASU

2015 11

2014

2014

FASB ASU 2014-12
ASU 2014-12

2015 12 15

FASB ASU 2015-17

2016 12 15

2015 12 31

2015 12 31

Topic 740
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2014 2015 12 31
2014 12 31
1 1

$ 767 % - $ - $ - $ 767

17,771 - - - 17,771

15,992 2 1 - 15,993

131,586 - 398 - 131,188

22,115 4 19 - 22,100

$ 188,231 $ 6 $ 418 $ - $ 187,819

2015 12 31
1 1

$ 3,856 $ - 3 - 3 - 3 3,856

1,232 - - - 1,232

10,020 - 37 - 9,983

144,352 - 435 96 143,821

7,640 1 7 1 7,633

$ 167,100 $ 1 3 479 $ 97 $ 166,525

2015 12 31 1.4 43.1 10.0
2015 12 31 12
50

2015 12 31
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2014 2015 12 31
12 31
2014 2015
$ 2,910 $ 2,981
1,812 1,423
497 366
5,219 4,770
4,477 3,850
$ 742 $ 920
100,000,000
2014 10,813,867
142.0 9,200,000
2006 SBI
12.0 C
3,636,365 3.30

2013 12 31 2014 12 31 2015 12 31

$ -3 7 % 361
7 354 214
$ 78 6L % 575
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2015 12 31 2014
2012 2012 2002
2002
2015 2014 2013 12 31 8.9 0.5 1.1
2015 12 31 30,425
RSU
2015 12 18 458,100
0.6 64,500
393,600
2015 12 31
()]
25
75
20
25
25
75
25
75
20
25
@ 12 48
10
2015 24
2015
12
27 0.1
2015
CEO 13
2015 1,509,872 477,061
1,500,903
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25 75
2015 2014 12 31
2014 12 31
696,878 $ 7.21
101,000 7.78
187,007 3.64
167,699 8.27
67,216 8.42
375,956 8.45 397 6.5
263,929 6.18 381 5.8
2015 12 31
375,956 $ 8.45 $ 397
1,500,903 5.76
10,500 1.60 45
5,104 10.33
7,225 10.33
1,854,030 6.30 2,244 4.2
1,783,811 6.32 2,162 4.0
1,151,837 6.63 1,430 0.8
2013 2014 2015

— $ 8.09 $ 5.00 $ 3.57
$ 625 $ 482 $ 3,768
$ 307 $ 886 $ 45
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2013 2014 2015 12 31
12 31
2013 2014 2015
1.2%-2.1% 1.5%—2.5% 0.13%-1.8%
6.3 6.2 6.3
% % %
50% 70% 67%
RSU
2014 2015 12 31 RSU
12 31
2014 2015
RSU
$ 10,000 $ 7.46
10,000 7.46 1,986,933 5.65
785,902 5.73
15,100 5.71
10,000 $ 7.46 1,195,931 §$ 5.61
2015 12 31 2.2
6.0
3.8 3.5
RSU
2015 12 31 RSU427,210
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2013 10 11
2014 35 30
2013 1.0
2014 2014 30
2013 12 31 966
®
(958)
2014 12 31
2015 12 31 0.2
34 2014 12 31
667.7 2014
2015 12 31 8.6
10.9 2014 12 31 2.3
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2014 2015 12 31
12 31
2014 2015
$ 79 6,050
925 1,029
25 427
224 140
774 2,810
334 259
4 7
142 141
$ 2,427 $ 10,863
2,324 10,863
103 -
$ 61 $ -
- 16,962
42 16,962
$ 103 $ -
2015 12 31 1.0 17.0
2028 2035
0.3
12 31
2013 2014 2015
$ 575  $ 9 % 2
2,295 2,400 43
2,870 2,321 41
$ 34 19 $ -
21 19
13 38
$ 2,883 % 2,359 $ 50
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12 31
2013 2014 2015
34.0% 34.0% 34.0%
- 6.8 0.2
- 7.8 0.8
- 5.5 0.1
- 71 -
3.7

6.0

0.6

2.1 4.2
631.7 33.5
39.8% 667.7% 0.2%

50
50 2015
2014 2013 12 31 12
2015 2014 2013 12 31
10
2008
Acucela
5.0
40.0
40.0
O) (i) 40.0
2012 40.0
82.5
JDC
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i 55.0
a. 2b/3 5.0 2013 12 31
b.
FDA NDA 5.0
FDA NDA 15.0
FDA NDA 20.0
e. 10.0
ii 27.5
a. 5.0
b. FDA NDA 7.5
C. FDA NDA 10.0
d. 5.0
) 360
(b) ©
Money Rates
LIBOR 3 @
Acucela
2013 2014 2015 12
31 32.4
49.7 61.5 2014 2015 12 31
2.5 4.6
175.0
Jce
i
. 250.0 25.0
b. 500.0 50.0
1.0 100.0

110/153



EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)

OoOoOoOoOodno
2011
5.0
5.0
BESP
BESP
2013 2014 2015 12 31 39.2
35.4 24.1
BESP 15.0
ASC 605-28
2013 12 31 2b/3
5.0 2014 2015 12 31
2015 2015
2015 2.6
2015 12 31
OPA-6566
2010 OPA-6566
OPA-6566
(€D OPA-6566
() OPA-6566
®3) A2a
2013 2014 2015 12 31
1.5
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2008
2.0
2013 2014 2015 12 31
12.3
2015 12 31
2012 5.0
2013 2013 12 31
2.0
11
9,200,000 3,636,365
2015 12 31
12 31
2013 2014 2015
$ 1,161 2,006 25,509
11,964 32,869 35,972
RSU
391 - -
12,355 32,869 35,972
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12
401(K)
401(K)
2015
13
2015 1 1
1.2
2014 9 19
0.4
2015 12 31
2013 2014 2015 12
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185,551 96,683
401(K) 401(k)
2015
50 (
100
0.4
2014 6 26
38,723
2021 11 30 2015
17,488
2015 2 28 2017 2 28
2016 2017 2018 2019 2020
1,328 997 968 1,007 1,046 994 6,340
1,328 997 968 1,007 1,046 994 6,340
31 1.0 1.0 2.0
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2015 24

2015 50

2015 11
2015
2015 12 31 1.9
0.4
14
2014 10 14
18 COBRA
18
2015 0.9
2015 11 2014
712,480 356,410 2015
2015 712,480 12
2.7
2014 356,410
2015 2015

2.1

2015
COBRA
2015 11 18 €00 0.3 €00 2016
2014
358,692 2015 11 18

1.8
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15
2014
2013 2014 2015 0.3
SBI
3,636,365
3.30
2015 12 22 SBI 7,752,425
5-3 SEC
SBI 2015 0.8
2015
16
2015 12 31
31 30 30 12 31
2014
10,546 9,086 8,119 7,645
54 71 1,536® 595
- - 0.04 0.02
- - 0.04 0.02
(1) 2014 1.6
31 30 30 12 31
2015
7,215 7,181 7,128 2,543
3,940 9,738 3,550 8,281
0.11 0.27 0.10 0.23
0.11 0.27 0.10 0.23
(1) 2015 2015
2015 2.6

2015 12 31
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2016

2016 21
30,000

1,460,684

67

2014
CEO 780,000
900,000
390,000

30

2015

116/153

EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)
oOoOooodn

33
390,000
1,102 1,470 1,837



EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)
oOoOooodn

ACUCELAINC,
CONSOLIDATED BALANCE SHEETS
{im thousands)

December 31, December 31,

s Inld

Ansety
Current assels:

Cash and cash equivalents 5 A0HE 5 13,77

Imvestmenis I, 922 R4 D0

Accounts receivablhe fom collaborations 140 5,285

Befermod tax asset — [}

Prepaid expenses and iher currenl assets. 2084 2352
Tolal cusrenl assels 1240, 2481 11714
Propenty and equipment, mel um T4z
Long-term invesiments o i R4.033
Long-term defemed tax asset 41
(nher nssels il4 434
Talal assels 8 135950 5 LR
Linhilitics and sharchollors” couiis
Current liabilitics:

Accounts payable 5 T s 441

Accrued labilitics ENEL] 4,170

Accrued compensalion 1A5T 1,683

Deferred revenuc from collaborations 1467 0,231

Defermod renl and lease meemtives 141 %
Tolal cusrenl labilitics R4l L2356
Commitments and comtmsenches (Note 131
Long-term defened renl, lease incentives, and others 110 47
Tolal lome-ierm labilities 1Lk 47
Sharchalders” souity:

Common stock, no pas value, 100,000 shares suthorized as of December 31, 2005 and Docember

312004 36,517 and 35 HFF shares sssuced ond outstanding as of December 31, 2005 and

December 31, M4 1491, 6 15, SR8

Addicional paid-in capaial 6 2HE 3,600

Accumulated other comprebensive loss (5T5) e ]

Accumulabed defien (30.975) {5,405
Todal sharehalders’ equity 16 454 154,303
Toial liakalities and sharcholders” equity H 175,950 & 1k ity

See accompanying notes to consolidated financial statements,

117/153



EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)
oOoOooodn

ACUCELAING,
CONSOLIDATEDR STATEMENTS OF OPERATIONS
{im thousands, excepl per share daia)

Years Ended Decembior 11,

pLUES p{I ] {11}
Revense from collaborations 5 T 8 15396 § 52,947
Expenses:
Research and development 22 630 25582 36,405
General and administmnyve 279487 10 02 0548
Total expenses 50,623 35,584 45953
Income (kess) from operations {26,556) {188) 6,994
Other incoma (expense). net:
Imerest iIncome 1117 519 122
Imerest expense — {15) (116}
Chher income (expense), net (20 37 182
Total other mcome, net 1,047 541 188
Income (boss) befone income tax {25,459 353 T182
Income tax henefit {expense) {5 (2.359) (2,883)
Net income (loss) {25.509) {2.006) 4,299
Met mcome astmbutable to participating securities — — 1138
Net income (loss) atinbutable to common sharehslders 1 (25.509) § 2.006) § 1.161
Net income (loss) per share anribunable 10 commaon shareholders
Basic s {0.71) 5 (0.06) § 0,10
Diluted 5 (0.71) 5 (0.06) & 0,049
Weaghted average shares used lo compute net income (loss) per share
atinbutable o0 commeon shareholders:
Basic i5emn 12869 11964
luted isen 32869 12,355

See accompanyving notes o comolidated financim] saements,
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ACUCELA INC,
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in thousands)

Years Ended December 11,
2015 2014 Wy
Mel income (loss) 5 (25509) % (2, KM} 5 4,299
Onher comprehensive income (bossh
Met unrenlized loss on securnhies (214) (354) (M
Comprehensive inceme (loss) 5 (I5723)5 (2360) 5 4292

See accompanying moes to consolidated financial statements.
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ACUCELAINC.
CONSOLIDATED STATEMENTS OF CASH FLOAWS
{in thousands)

Years Ended December 31,

FLIE] FLIL] FLIE]
Cash Maws from operating activities
Mol income (lass} 5 255095 (2,006) 5 4209
Adpustmenits 1o reconcile net income (less) 1o nes cash provided by (seed in) operating
activities;
Deprecasison and amon iration sl 01 531
Sock-based compensation L] 216 1,123
Amortization net of premium'discount on markelable sccunbes 2. M0 1,175 a2
Deferred taxes 3 2349 2.3
Excess nel 1ax prm-'.i:iol'l relaled o share-baied awands —_ [LIS]] —_
Laoss an disposal of fixed assets k1) —_ —
Changes in operaling assels and labilities:
Accounts receivable from collabarations (R34 4,977 (1,363)
I'repaid expenses and ther curren adsets LA 400 (443§
Accounts payahle (23:4) (313} {102y
Accrued Habalives (1,03%) (2.403) 2,650
Accrued compersation T (1, 386) RE6G
efemred remt and léase meentnes 1,078 i 2505 i 2wt
Defermed revenue from collaberations (3,700 6,231 (2,570
Oiber nsscls 121 (R 122
Ml cash jused in) provaded by opernting activities (16570 9442 7,240
sy Mows from imrnﬂn'g notivilees
Murchases of markatnble socunitics available lisr le (R B0y {20,730 23217
Matunies of markctable sccunbes avalable lor sale W 420 4% 23] 17,036
el addivions 1o prapciy and oiuipment [ 1500 ] ET}] 1Ay
Mol cash p!n'ndud h}- {used im) rrh'nu'llg activitics 4141 {15213} [ ]
Cash fows from flnancing activities
Repurchase of resirscicd stock unals relased 1o lax wathholdmgs (1,16%) — —
Prococds from issuance of common siock 17 149,819 ﬁ
Sale ol ssock, mel 113 - —
Payments Tor deferrad offering costs - (1,545) (341
Excess tax benelil from stock-based compensation — — 96
Ml cash (used ind provided by Tnascing activities (1, 10y 1458 274 13,310
Inerease (decrease) in cash and cash equivalents 013 600) 4,784 (2,64%)
Cash and cash equivalenis—beginning of period 18,778 13,5994 16,639
Cash and cash equivalents—end of period 5 5088 & 18778 & 13,904
Supplemental disclosure
Cash paid for incoms: 1axes 5 5 o0 5 18
Unpaid deferred offenng costs 5548 w7
Resircteon of invesumem as collseral — — (5,739
Conversson of convertible preferred stock upon IPO 28,209 -
Ceanversion of coniingenily convenible debi. related pany, upon IPO 1.2,

See accompanying notes to conselidated financinl statements,
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ACUCELAING,
NOTES TD CONSOLIDATED FINANCIAL STATEMENTS
Years endod December 31, 2003, 2014, and 2013

1. Business and Basis of Presentation
Business

Acucela Inc. and its subsidiary {"the Company™, “we,” “awr” and “us”) are clinical stage ophthalmalogy companies
that specialize in wdentifving and developing novel therapeutics o treat and slow the progression of sight-threatenmy
ophthalmic diseases affecting millons of people worldwade, In 2008, we and Chsuka Phormaceuncal Co,, Lud (“Chsuka™)
entered it o definitive agreement o co-develop Emixustat hydrochlorde ("Eminustat™), our lead imvestigational compound
which 15 currenily being evalusied in a Phase 263 clinical irial in patienis with geopmaphic atroply associated wiih dry age-
rebated maculayr degenenstion {"AMLI )

Hasis af Presewtotion
Principles af Consalidatton

The conselidated financial statements include the sccounts of the Company and its whelly ewned subsidiary,
Acucela Japan KK, which was organized wnder the laws of Japan on December 11, 2005, Through December 31, 2015,
Acucela Japan KK las not commenced operations. We eliminate all imercompany balances and ransactions i consolidation.

Prsemialion of the cadh low

Prior year presentation of cash flows includes a re-classification to conform with the cusrent vear presentation of
purchased interest on marketable securities.

iwe off Extimnntes

The preparatson of financl saements in conformety with GAAP requires management to make estimates and
asswmptions that affect the amounts reported in the Ninancial siatements and sccompanying notes. Actual results could differ
Trom these estimates.

Sepmenrs

We operate i one segment, pharmaceutical product development. All of our significant aeets ane located in the
United S1ates, Dunng the vears ended December 31, 2005, 2004, and 2013, all revenue was generated in the United Siates,

. Significant Accounting Policies
Revenue Recogoition

Our business stritegy includes entenmy into collabomtion agreements with pharmaceutscal compames for the
development and commercializaton of our product candsdates. The terms of the agreements may include nonrelundable license
fires, funding of research and development activities, payvinenis based upon achieverment of development milestones, paymenis
based upon achievement of revenue milestones, or rovalies on product sales. We recogmize revenue when four basic cniena
have been met: () persunsive evidence of an armangement exists; (b) delivery has occurred or senvices rendered; (c) the fee is
fixed or determinakle; and (d) collectability is reasonably assured
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ACUCELAING,
NOTES TD CONSOLIDATED FINANCIALSTATEMENTS
Years ended December 31, 2003, 2014, and 2013

Revenue recognized for the vears ended Decemnber 31, 2015, 2014, and 2013 consists entirely of amounts derved
from our collaboration agreements with Otsuka { See Note 10)

Mulrigle Elcaneni Arrangemenis

Our collaboration agreements are multiple element arrangements that must be analyeed 1o identify the deliverables
incleded in the agreements and 1o determine if the deliverables qualify as separaie uniis of accounting. Dieliverables are
considered a separate unit of accounting when all of the following criteria are met; (1) the delivered item has value to the
customer on o standalone basis and (1) if the prmngement includes a general right of retum relanve 1o the delivered 1tem, and
the delivery or performance of the undelivered item is considered probable and substantially within our comrol. There are no
rights of return in ouf collaboration agreements,

Arrangement consuderation is allocated to the separate units of accounting based on their relative selling prices. We
follew a haerarchy 1o determane the selling price for cach unit of accounting, determining first if there 15 vendor-specific
objective evidence (“YSOE") of fur value (the price at which the goods or services are regularly sold by uws on a standalone
bagig), IFVSOFE of fair value is not available, third-party evideice (“TPE™) of vendars selling similar poods or services 1o
similarly simated customers on a standalone basis 18 used o establish fair value. IF neither VSOE mor TPE of fair value exisis,
we use our best estnmate of the selling price (“"BESP) for that unit of accounting. Our BESP represents the price at which we
would rransact if we regulasly sold the unit of accounting on a standalone basis.

We consider marked conditions and entely-specific fctors when estimating the selling pnce. Onee the selling price
for each unit of accounting as been established, the consideration received is allocated among the units of accounting based on
their relative selling price, and the applicable revenue recognition critena are applicd to cach of the separate units. The amount
of arrangement consideration allocable to a delivered item that is a separate unit of accounting is limited 1o arrangement
conskderation that is fixed or determinnble. Payments that are contingent upon the aceurrence of future events that are nod
exclusively within our control are excluded fram the allocable armngement consideratson unnl the contimgency is resolbved

When we have continung performance obligations, revenue 15 recogmped using one of two methods, Where we are
able vy estimate the 1oal pmount of services under a unit ol accounting amd such performance obliganons are provided on a
best-effons basis, revense is recognized using a proportional performance model. Costs incurred 10 date compared to total
expected costs are used 1o determine proporteonal performance, as this 15 considered 10 be represensative of the delivery off
oulputs, Changes i esiimntes of wal expectad costs are accounted for prospectively as a change in estimates, When we cannot
reasannhly estimate the total amount of service that i to be performed, but can reasonably estimate when the performance
obligation ceases or becomes inconsequential, 3 time-based method is used to recognize revenue. Under the time-based method,
revenue 15 recogmized matably over the esumated performance penod of the unit of accountmg, bt not before the removal of
any contingencies. [f we cannot reasonably estimate when our performance obligation either ceases or becomes inconsequential
and perfuisctory, thei fevediue is ol recognized until we can feasonably estimate whei the performance obligation ceases or
becomes inconsequential and perfunclory, Revenue is then recognized over the remaining estimated penod of performance.,
Significant management judgment is required in determining the level of effon required and the penied over which we are
expected to complete our performance obligations under each unit of accounting.

Suhsraentive Milextone Paymemis

Our collaboration ayreements contain subaantive milestones. A substantive milestone is definad as an event that
meets the following conditions: (i) there 15 substantive uncertamty on the date the arrangement is entered into about whether the
event will be achieved; (i) achievement of the event 1s based in whole, or m part, on either our performance or & specific
ouicome resulbing from our performunce; and {iin) achievement of the event resulis in additional payment due o us, For a
milestone o be considered subsiantive, the payvnsent associnted with our achevement must hove all of the following
characteristics: (i) relate solely w our past performance; (i) be reasonable relative to all of the deliverables and payment terms
in the arangement; and (i) be commensurate with either our effon required 1o achieve the milestone or the enhanced value of
the delivered itemis) as a result of the milestone achievement.
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ACUCELAING,
NOTES TO CONSOLIDATED FINANCIALSTATEMENTS
Years endod December 31, 2005, 2014, and 2013

Substantive milestone pavments ore recognized as revenue upon achievemnent of the milestone only if all of the
previous conditions are met and the milestone payments are nonrefundable. Determination as to whether a payment meets the
aforementioned conditions involves management's jodgment. 15 any of the afrementioned conditions are nad met, the resalting
payment would not be considerad a subsiantive milestone and, therefore, the resulting payment would be determined o be pant
of the allocable arrangement consideration and would be recogniesd as revenue as such performance obligations are performed
under cither the proportional performance or ime-based methods, as applicable, and in necordance with the policies as
desenbed above

Dgferred Reveme
Apmounts received priof to satishong the above revenue recagnition crileria are recorded as defierred revenue,
Cash and Coslt Eguivalents aid Tnvestinents

We consider investments i highly hguid instruments purchased with an onginal maturty at purchase of three
months or less to be cash equivalents. The amounts are recorded at cost, whech approsimates fair valee. Our cash equivalents
consist of cash and money market funds

We have classified our entite mvestmant pantfolio, which consiss of comporate debt securities, commarcial paper
and cernficates of deposit, as available-for-sale. Available-for-sale secunties are stated ot fur value as of each balance sheet
date based on market quotes. and unrealized goins and losses are reflected a5 a net amoum under the caption of scoumulated
other comprebensive loss. Premiums or discounts arsing i acspuisiion are amariized uio eamings.

We periodically evaliate whether declines in fair values of oif invenments below their eost are other-than-
temporary, This evaluation consists of several gualitative and quantitative factors regarding the sevenity and duration of the
unrealized loss, as well as whether it 15 more likely than ot that we will hold the investment untl recovery of its amomized cost
basis. Realized gains and losses are caleulated using the specific idennfication method. Bealized gains and losses and declines
i vidue judied to be other-than-temgorary are recarded watho the staterments of income under the caption other incone
(expense}

We consider an investment with a maturity greater than twelve months from the balance sheet date as bong-term and
a maturity bess than ewelve months as shor-term at the balance sheet date.

Concentration of Credit Rivk

Our accounts receivable, ax of December 31, 2005 and December 31, 2004, consist of amounts due from our
collaborations with Otsuka. There was no allowance for doubtful accounts for tee periods presented, as we believe all
outstanding amounts will be paid based on our contractual arrangements with Otsuka and history of successful collections
thereunder and colluterl 15 not required. Revene recopnized for the vears ended December 31, 2015, 2014, and 2013 consist
of amouns desived from our collabomtion agreements with Olsuka,

Froperty and Eguipmcns

Propeny and equipment are recorded at cost, less accumulated deprecianon. We provide for depreciation of
equipment on a straight-line basis over an estimated useful life of five years, except leaschold improvements which are
amortized on a straght-line basis over the shorter of the lease term or estimmted useful hfe of the assets,

Fapenditures for maintenance and repaars are expensed as incurred

Long-lived assets held for use are subject 10 an impairment assessment whenever evenls or changes in cifcumstances
ineclicate that the carrying amount may not be recoverable. I the cammying value 1s no lenger recoverable based upon the
widiscounied future cash Nows of the assel, the amound of thie impainment is the difference between the carmving amount sd
the far walue of the asser, We have recorded no impairment charges for the periods presented,
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ACUCELA NG,
NOTES TO CONSOLIDATED FINANCIALSTATEMENTS
Years ended December 31, 2003, 2014, and 2013

Fuir Value

We mensure and report at fair value our cash equivalents and investment secunties. Fair value is defined as the
exchange price that would be recerved for on asset or pad 1o transfer a bability, an exit price, in the principal or mast
advamageous market for the asset or liahility in an onderly wansaction between market participants on the measuremeant date,
Wnluation technigques used 10 measure fair value maximize the use of observable inputs and minimize the use of unohservable
inpauns.

The carrying amounis reflecied 10 ilie balance sheets for accounts receivable and sccounts pavable approximate fur
valiee due to their short-term noture,

Srocks Hoased Compensation

Stock-based compensation cost is estimated at the grant date based on the award’s fair value and is recognized on a
strasght line hases as expense, less estimated forfenures, over the requisite service peniod, which 15 generally the vesting period.

The fair value of stock optiois uider our equity-based meentive plans (the "Equaty Plans®) ore caleulated using the
Black-Scholes option pricing model. This model requires us to make assumptions to determune expected risk-free interest rates,
stock price volanlity, dividend yield, and weighted-average option term. We recognize stock-based compensation expense over
the period from the date of grant o the date when the award is no bonger confingent on either the employee providing ndditional
services to the Company or the market price of the Company’s common stock reaching a certain bevel for o specified minimum
peniod of time (the vestmg peniod). Any unexercised options expire i ten vears, We estmate the fnr valee of ench gram as a
single wward and amomies that value on a straghi-ling basis 1Mo compensation expense aver the oprion’s vesting peniod.

The fair valuve of resmicted stock umits and restricted stock awards 15 equal 1o the market price of Acucela's stock on
the date of grant.  ‘We amorize that value on a straight line basts into compensation expense over the resimoied share’s vesting
periad.

Research and Development Coxis

Research and development costs include salaries paid to clinieal development s1afT and seientiss, fees paid 1o
external service providers and 10 contract research orgamzatons o conduct research and development activines. Costs may
also include laboratory supplies, license fees, consulting. wavel, fees paed 1o third parties involved in research and development
activities, and an allocuied portion of ceriain peneral and admmistrative cosis.

Research and development costs are currently expensed as incurrad
Deferred Offering Costs

External costs we imcurred direcily atinbutable 1o our public offering were deferred and recorded as noncurrem
assets and were offset agminst the proceeds of owr 2014 inmal public offenng.

Tneome Taves

We recognize deferred tax assets and liabilities for the expected fulure tax consequences of events that have already
been recognuzed in the (inancial siatements o fas returns. Excess tax benefits associated with siock option exercises and other
equity awards are credied 1o shareholders' equity. Deferred tax labilities and assets are based on the difference between
financial statement carrying amounts and the tax basis of asséts and liabiliies, operating loss, and tnx eredit carryforwards and
are measured using enncted nx rates expected 1o be in effect in the vears the differences or earrylorwands are anticapated to be
recovered or setiled. A valuation allowance is cstablished when we believe that it is more likely than not thar bencfits of the
deferred tax assets will not be realized

EX Recent Accounting Pronouncements

O May 28, 2014, the Financial Accounting Standards Board ["FASRE") and the Inermational Accounning Seandards
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Board (“IASH") issued o converged standord on revenue recognition from coneracts with custemers, ASL 20014-09 { Topsc 606
and IFRS 15}, This standard will supersede nearly all existing revenue recognition guidance. Under the new revenue
recognition model, 8 company will recognize revenue to depict the ransfer of promised goods or sérvices (o customers in an
amount that reflects the consideration 10 which the company expects to be entitled in exchange for those goods or services, The
ASL was delaved to permit adoption one vear later and is effective in the first quaner of 2017, Early adoption s not permitted.
ASLL 200449 15 effective For fiscal vears, and intenm periods within those years, begimning afier Becember 15, 2007, We are
currently evalunting the impact this guidance will have on our inancial comdition, results of operations and cash Mows,

Im Jume 201 4, the FASH issued ASL No. 201 4- 12, Accounting for Share-Based Payments When the Terms of an
Award Provide That a Performance Target Could Be Achicved affter the Requisite Service Penod (“ASU 20014-127) ASL 2014-
12 requires that o performance target thot affects vesting, and that could be achieved after the reguisite service period. be treated
as a performance condinon. As such, the performance target should not be reflected i estimating the grant date far value of the
award. This update further clanfies that compensation cost should be recognized in the period m which it becomes probable that
the performance target will be achieved and should represent the compensation cost attnibutable to the periodis) for which the
requisite service has already been rendered. The amendnents in this ASL are effective for annual peniods and interim periods
within those annual penods begmning afier December 15, 2005, We are currently evaluating the impact this guidance on our
financial condition, results of operations and cash flows,

In Movember 2005, the FASH issusd ASL Mo, 2005-1 T—Income Taxes (Topic 740} Balance Sheet Classification of
Deferred Taxes that simplified the presentation of deferred income taxes. The amendment in this update requires that deferred
tax linhilities and assets be classified as noncurrent in the balance sheet. For public business entriies, the amendments are
effective for financial siatements issued for annual periods begannimg after December 15, 2016 and interim pertods wathin those
annanl periods,

Oither than noted above, we do not expect the sdoption of recently 1ssued accounting pronouncemeiits 1o have a
significant impact on our results of operations, inanceal position or cash Now.

4, Cash and Cash Equivalents and Invesimenis

Cash, cash equivalents and investments ol December 31, 2015 and 2014 include all cash, money market fumds,
corporate debt securines, cormmercial paper and certificates of deposit. We consider our investments as available-for-sale.
Available-for-sale securities are stated at fuir value. Fair value s defined as the price that would be received 1o sell an asset or
paad 1o tramsfer & bability in s ovderly transaction between market participants ot the measurement date. To increase the
comparability of Bur value measures, the following hiesarchy prworitizes the inputs to valuaton methodologies used vo measure
fair value:

Level 1—Coted prices in active markets for identical assets and Habilities,

Level 2-—Inputs edher than Level | that are observable, enhber direcily or indirectly, such as quoded prices for simalar
assets of linbalities; quoted prices m markets that are not active; or other mpuis that are observable or can be
comoborated by observable market dntn for substantially the full ceem of the assets or liabilites, and

Level 3—Unobservable inputs in which there is little or no market daa available, which requires us to develop our
W ASSWMPIIONS,

We measure the fur vilue of money market funds based on quoted prices m active markets for wdenbical asseis or
liabilivies, All eaber fimancial instruments were valued either based on recent trades of secunities in inactive markeis or based on
quoted market prices of sumilar instruments and other significant iputs denived from or corroboraved by observable market
daga. We did ot hold any financial mstruments cateporized as Level 3 as of December 31, 2015 or 2014,
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Years ended December 31, 2003, 2014, and 2013

Cash and cash equivalents and investments as of December 31, 2015 and 2014 consisted of the following (in

thousands):

Cash
Level | Secunties:
Money marker funds
Level 2 Secunibies:
LS. govemmenl agencies
Coaporate delit securiies
Certificates of deposit

Cash

Level | Secunities:
Money market funds

Level I Securities:
Commercial paper
Corporate debt securities
Certificates of deposit

Deoomber 2. 3015

Girens Unrealiced

Hoblling Losses = Holding Lossgs =

Amuartized Coml Hulling Ciakns 12 mus 12 mais Falr Value
5 3656 3 — § — & - 3856
1232 - — - 1,232
10,020 - (37) -_ 9951
144,352 — {435) {96) 143,521
7,640 I (7) i) 1633
] 167,100 % | 5 (479) § (97) § 166, 325
Decemher M. 2004
Girvan Unirealised
Halding Losses = Holding Lesses
Amriheod Cost Hnkding Ciains 12 mas =12 mas Falr Value
5 TET % — 5 — 5 — 5 T6T
17,771 - - — 17,771
15,9592 1 (n e 15993
131,586 — (395) — 131,168
22,115 4 {19) — 22,100
¥ 188,231 § 6 5 {418] 5 3 187819

Mg of December 31, 2015, %1 4 million of certificntes of deposit, $43.1 million of corporate debt securines and
S10.0 million of 1.5, government momgage-backed securities mature in greater than one vear, but less than two vears. All other
imvestment securities held ai December 31, 2015 mature within |2 months. We do not intend to sell the investments and 1t is
not miore likely than not that the Company will be required 1o sell the mvestments before recovery of our amortized cost basis,

which may be maturity,

Market values were determined for each individual security in the investiment portfolio, The declings in value of
certain of these investments are primarily related io changes in inierest raies and are considered 1o be temposary in naiure. 'We
evaluate, nmong other things, the duration and extent to which the far valee of a security 15 less than its cost, the fimancial
condition of the isseer, and our intent 1o 3211, or whether 115 more hkely than not we will be required 1o sell the security before
recovery of the amonieed cost basis, We do pot consider these investments 1o be other-than-temporarnily impauired as of

December 31, 2015,

5 Froperty and Equipment

Propenty and equipment as of December 31, 20015 and 2014 consist of the following (in thousands)
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ACUCELAING,
NOTES TO CONSOLIDATED FINANCIALSTATEMENTS
Years ended December 31, 2003, 2014, and 2013

ecember A1,
bR 2004

Laboratory and computer equipment 5 2081 § 2010
Leasehold improvements 1,423 1,812
Office furniture and equipment Fits 497
4770 L L]

Less accumalated depreciation and amostization (3,850) (4.477)
Propeny and equipment, net 5 94 5 T42

[ Shareholders’ Equity
Conmmneint Storek

Car anticles of icarporation, as amended and restated. authorize s to issue 100,000,000 dhares of commaon stock
withaat par value

In February 2014, upon the closing of our initial public offering ("TP07), all shares of our outstanding convertible
prefemred siock automatically converied inio 10813 867 shares of common siock. We issued 9,200 000 shares of commaon
stock for agpgregate proceeds of $142.0 mallion from the [PO, net of underwniters” discounts ond commussions, sl offering
expenses, In addation, upon the closing of the PO, 512.0 milliin of outstancing privcipal underlying convertible notes that we
izaued 1o aliliates of SHI Holdings, Inc. in May 2006 automatically converted o 3,636,365 shares of conumon stock, afler an
imermediate conversion into Series O preferred shares. The number of shares issued upon conversion was determined by
dividing the principal of the note by 53,30,

Clranges in Accumploted (ther Comprebensive Loss (in thousands):

Wears Enled December 51,
s i Zopd
Begimmning balance $ (inl) & M5 —
Current penod other comprehensive gain (loss), net of tax {214} {354) {7
Ending balznce 1 (3751 8 {36l) § {7

The changes i accumulated sther comprehensive loss relie to unreabized holding gains and losses m avalable -for-
sale securilies,
7 Shure-Based Compensation
Egieity-Hased fncentive Plans

As of December 31, 2005, wie have three equaty incentive plans under which equity awnsds are autstanding: the

2014 Equity Incentive Flan, as amended, the 2012 Equity Incentive Plan (the "20012 Plan"), and the 2002 Swock Opiion and
Resircted Swock Plan {the "2002 Plan™), collectuvely (the "Equity Plans").

We recond compensation expense based on the farr valwe for all stock-based awards, which amounted 1o $8.9
millign, $0.5 mallion, and 51,1 mullion for the vears ended December 31, 2005, 2004, asd 2013, respectively.

As of December 31, 2015, 30,425 shares of commaon stock were reserved to be isswed in conjunciion with the Equity

Plans. The Equrty Plans allow for the granting of vanows tvpes of awards, including stock options, restricied stock units
("RSLIs™), restricted stock pwards ond performance based pwards which may be granted o emplovees, board members, and
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ACUCELA NG,
NOTES TO CONSOLIDATED FINANCIALSTATEMENTS
Years endod December 31, 2003, 2014, and 2013

consuttants. Incentive stock options may onby be granted to employees.
On December 18, 2015, the compensation commttee of our Board of Directors (the “Compensation Committee™}
approved granting 458,100 options to employees, The Company gramted 64,500 shares to new hires and 393 600 shares to

existing employees in place of a $0.6 million cash retention bonus pool,

The vesting schedules for all outstanding awards as of December 31, 2015 are:

Type of Awnrd Vesting Schedule (1) Group
) 25% after the firg vear and the remaining 75% of
Stock Chptions awward vestimg on o mamthly pro mta basis All
Steck Ophons 20% vesied annually for five years Executives
Stock Uphions 25% vested anmially for four years Executives
) 25% after the first yvear and the remaining 75% of
Restricted Awards oward vesting on a manthly pro rata basis Executives
- 25% after the firs) vear and the remaining 75% of
Rilis award vesting on n menthly pro min basis Executives
R5Ls 208 vested annunlly for five years Fxecutives
R5Us 25% vested annually for four vears Employees

{1} Former board of directors vesimg schedules range from 12 to 45 months.
Stock options have o term of ten vears, Any unexercised ophions expire at the end of the term,

Amtendwrents fo Equity Incentive PMlans and Shore-toesed Awarrds

On March 24, 2015, our Board of Directors (the " Board™) approved amendments to outstanding equity awards
granted wnder the Equity Plans 1o our emplovess, executive officers and non-employee members of our Board, The
amendments provided that for employees and executive officers, i their employment is terminated withoul Cavse or for Good
Reason {as such erms are defined in the Change in Control Agreements) following a qualifying champe in contral of the
Company, then any unvested portion of the awards held by such wrminated employees and executives will become immediatcly
vested. 1t was determined that the events of the Company's May 1, 2015 special sharchalders meeting constituted o Chualifyimg
Change i Contiol as defined in the Equity Plans

Frior 1o the Chualifying Change s Control event, emplovees, exccutive officers and non-eoploves members of aur
Board were permined fo exercise their awards up 10 three months after iermination. The Qualifving Change in Control changed
the allowable post-termination exercise period from three to twelve months, The resulting modification resulted im S0 1 million
of addinonal expense and affected 27 emplovees and one non-employes member of our Board,

The Qualifying Change in Comtrol event on May 1, 2015 accelernied the vesting of options previously granted b our
former non-employee directors as well as options and R5Us granted to our former President and Chief Execunive Officer (see
MNote 13}

Eigarity Awards

Dunng the year, we granted 1,509,872 of RSUs, 477,061 of restricted stock awards, and 1,500,903 of optwns to
employees and senior executives of the Company.

These awards are subject 1o a four-yvear vesting, with 25% vesting on the first year anniversary of the grant daie and
the rempining 75% on a monthly pro-rata basis over the ensuing thiee years.
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tiptien Activity

The followmg is & summary of our stock options outsianding and exercisable under the Company's Equity Plans as

of Decermber 31, 2005 and 201 4;

YWear Enibal Decemdser 31, 2018

Weighted Averape
Apgregabe Remaining
Shares Underlying  Weighted Average  Intrinskc Valee (in Contractoal Term
Stck aptiom: Cgtiasns. Exer ke Price thumanis {bn years)
Chaisianding al beginnmg of pernsod ETRE i 245 5 N7
Giranied 1,500 403 5T
Exereised {10,500 1.6 43
Foefened (5.104) 133
Expared (7.125) 1133
Chatsianding at end of period 1,854,030 1] 13 42
‘ested and expected 1o vest at end of
-pﬂ'ocl 1. 7RI & 6,32 2,162 40
Vested amd excrcisable o end of penod LISLA3T L] 1AM g
Year Ended Decenyber 31, 2004
Wrighted Average :.mm: iin “Haﬁ:lﬁlr::“
Stiek apinm Chpiians Exercie Price thomsandsy Contractual Term
Chasianding at beginmmg of penad GO HTH & 1.21
Ciramied ILARET TR
Exercised (187,007} 364
Foefened (16T 6949) 21
Expired {07 216) 42
Chastanding a1 end of period 175950 545 597 %]
Vested and exercisable al end of penod 2063979 AL LE 5
Supplemental Information s Tnid 03
Sk opnares;
Weaghted average grant daie fosr valug per sharg - granted 5 357 % B 5 i
Total intrimsic value of options exercised (in thousands) 5 45 3 EiH 5 M7
Tatal fair value of aptions vested (in ihousands) 5 1768 § 482 5 615

The fur value of stock options graneed for the vears ended December 31, 2005, 2014, and 2003 was caboulited using

the Black-Schales option-preciing model and applied the follovang assumiphions:
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NOTES TD CONSOLIDATED FINANCIALSTATEMENTS
Years endod December 31, 2003, 2014, and 2013

Years enaled Decembser 31,
rans 214 p. | 1]
Risk-free interest rate 3% 1% | 82 % 13802 1%
Expected term 6.3 years 6.2 years 6,3 years
Dhividend vield —% —% —
Expected volatilaty 6% T Sire

Risk-Free Inreress Rate. We base the nisk-free interest rte used in our opiion-pricing model on the implicd vicld
cumrently available on LS. Treasuries issped with an equivalent term. Where the expected term of our stock-based awards does
st correspond with the term for which an interest rate is quoded, we perform a straight-ling interpolation to determing the rate
from the available term maturities,

Expected Term. The expected term used in our option-pricing model represents the period that our stock-based awards
are expected 1o be outstanding and 15 determined based on the simplified method. The simplified method uses a simple average
of the vesting and original comrmactunl terms of the option, We nse the amplified method to determine the expecied option term,
singe our stack option exercise expenence does not provide o rensonable basis upon which 1o estimate the expected optien term

Divldend Yeld We have never paid cash dividends and have no present intention 1o pay cash dividends in the future,
Accordingly, the expected dividend used in our option-pricing medel is zero,

Exprected Folasility. The volatility factor used in our option-pricing miodel is cstimated using comparable pablic
campany stock volatility,

RS andd Restricied Stock Award Activiey

The following ks a summary of our RSU and restncted stock awand activity under the Company’s Equity Plans as of
Diecember 31, 2005 and 2014

Venrs Emlosd December 31,

1 ild
Weightcd Averape Wedghted Averapge
Crunt Dade Fuir Crani Dsie Falr
REUs amil restricted stock awarils: Shares Value Shares Value
Chatsiarding ol beginming of penod 0§ T — § -
Giranaed 1,986,933 5,65 10 Y Tl
Wested [TH5,902) 5,73 - e
Forfened {15, 100y 571 - -
Chatstarsding at end of period 1195331 § s6l 10000 S 746

As of December 21, 2005, there was unrecopnized compensation cost related 10 non-vested options of 322 million
nnd unrccopnized compensation cost related 1o RSUs and restricied stock awards of 56,0 million pranted under the Equity
Plans, respectively, The cost is expected 1o be recognized over a weighted average peniod of 38 vears and 3.5 years,
respectively

Vessing af RSE's

Dunng the vear ended Deceniber 31, 200 5, emplovees became vested i 427 210 shares of RSUs.

R, Strategic Restruciuring
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NOTES TD CONSOLIDATED FINANCIALSTATEMENTS
Years ended December 31, 2003, 2014, and 2013

In Oceober 2013, we announced a plan 1o reduce expenses. inclading a workforce reduction, as a result of the
termination of the Rebamipide Agreement {see Note 10). The plan resubted in a reduction m force of approximately 35% of our
total workforee, or approximately 30 employees, effective January |, 2014,

As a resull of tis workforce reduction, we recorded a $1.0 million chasge in 2013 in geoeral and adminstrative
expense, related 1o severance, other termination benelis, and outplacement services, The cash outlays related to this charge
primanly ook place in the first six months of 2014 and activitics were complete as of June 30, 2014, The following mable
summarizes the utilization of the restrecturing linbility (1n thousands):

Severance and
(Hher
Ternibnution
— ooty
Balance, December 31, 2013 £ QhE
Adjustments (&)
Cash payments {958)
Balance, December 31, 2004 5 =

9. Income Taxes

De v owar comtining losses, we had an effective tx mie of (0.20% for the year ended December 31, 2005, which
differed from the LS, federal statmory tax re of 34%, due 10 a full valuaton allowance against our deferred tax assets, In the
wear ended December 31, 2004, our effective tx rate was 667 7% The difference berween the 17,5, federal statutory rate and
our effective tax mie in 2014 was duwe primanily to the provision of a partial valuation allewanse which related to deferred tax
nssets for which we do not anticipate future realization and permanent differences in book and tax exmings for stock options,
meals and entenaimnment, and other miscellansous iems

Deferred tax assets anse from iemporary differences between financial and 1ax repoming. We established a valuation
allowance because it is more likely than not thai the deferred iax assets will expire before we are able to realize their benefiis or
the future deductbility 15 uncertain, Periodically, the valuation allowance 15 reviewsd and adjusted based on monmagement’s
assesaments of the realizability of deferred tax assets. Dunng the year ended December 31, 2005, we recorded a full valuation
allewance of $10.9 million against our net operating loss for a net increase of 38,6 million from the previous year. During the
vear ended December 31, 2004, we recorded a partial valuation allowance of $2.3 million, against our deferred tax assets. This
merease i our valuation allowance was due to expected future losses as a result of our new strategic plan. Our Board upproved
a new strmtepis plan that nchides commencemen of development of certmn proprictary prechnical pregrams or n-leense
opportuniiies. Because these opporiunites will be developed independently, vur development expenditures on ihese progmms
will initially not be funded by collaborative panners and we expect thal our total rescarch and development expenses will
increase and thar we will incur net losses from our operating activilies.
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Years ended December 31, 2005, 2014, and 2013

Dieferred tax assers for the vears ended December 31, 2015 and 2014, are as follows (in thousands):

Busember 31,
s 2014

Deferied tax assets:

Met operating loss carryforwards 5 608 % 7

Resenrch & development tax credit carry forwords 1,019 925

Dreterved ren 427 2%

Propeny & equpment 140 224

Compensation 2810 T4

Alermative mmimuam tax credits 259 EET ]

Otlser 7 4

Unrealizsed losses (1] 142
Tonal 5 10,863 % 2427
Less: valuanon allowance (10,863) (2,324)
Nt deferred 1ax asse 5 5 103
Reported as:

Currem deferred income tax assel 3 5 Gl

Current deferved income tax liability [16,062) —

Lo term deferred inconme tax asset 16,962 42
et deferred incoime tax asset 5 — % 103

At December 31, 2015 the company had federl rescarch and development tax credil and net operating loss
carryforwnrds of S 10 mllvon and 5177 million, respectively, Use of the carrviorwands is limited based on the fuire incoms of
the company. The rescarch and development tax credin carryforward will begin expiring in 2028, and the net operating loss
carryforward will begin expiring in 2035

Approximately 50.3 million of the research and development tax credit carryforward relates 1o 1ax deductible stock-
based compensation in excess of amounts recognized for financial stutement purpese. To the extent that research ol
development tax credin carrylorwards, if realized, relate 10 stock-based compensation, the resuliing 1ax benefits will be recorded
to sharehobders’ equaty, rather than o results of operatsons,

The components of the tax provisiens are as follows {in thousands);

Years Enideid Decemhor 31,

S 4 pJITE ]
Federal:
Current ] 2) § (T 5 475
Deferred 43 2400 2108
41 232 1870
Sune;
Current 5 = & 19 5 3
Deferred 92 19 (21}
9 I8 13
Total 5 in % 2380 8 2 BRI

The reconcilintien of the statuory federal income tax rate 1o the Company's effoctive fax mie is as follows:
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Years Ended Decensber 51,

1% 4 201
Federal Starutory rate 340 % 34.0% 34.0%
Sie income xes 02 (%]
Sionck compensation {0.8) (TE} —
Orther permanent items {01} 55 —
Meals and enteriaimment -— 11 —
Loss carryforward adjustment — — A7
Return (o provision iems —_ (6.0} —
Unrealized losses —_ X _
IF0 costs
Other, net (4.2) 2.1
Valuation allowance 133.5) 6317 —
Effective tax rate (0.2 )1% 667 7% 39 8%

We recopnize the tax benefit from an uncertain fax position only if it ks more likely than not that the tax pogition will
be sustained on examination by the taxing awthorities, based on the technical menis of the position. The tax benefits recognized
in the financial statements from such a position are measured based on the langest benefit that las a greater than 50% likelihood
of bemng realized upon ultimnte scttlement. However, there are no matenal worecognmized tx benefits as of December 31, 2015,
2004, and 2013, Furthermore, we do not anticipate any significant changes in our unrecognized 1ax benefits over the next 12
maomnths.

We recopnize interest and penalties related to our liabilittes for uncertain @y Positons in iDCHDE X exXpense,
However, dunng the years ended December 20, 2005, 2004, and 2013, we did not have any acerued interest or penaliies
associvled with any unrecognized ax benelins.

1. Collabaration and License Agreements
Embxustar Colleboration

In 2008, we entered into o definitive agreement with Oisuka to co-develop and commerzialize Emixustat, our
compauid, for the div form of AMD and for other potential indications in the Usnited States, Cannda, and Mexico (“Shared
Territory ™). Under the agreement, we retained all mghts in Europe, South America, Central America, the Canlbbean, and Africa
(“Acucels Termtory™), and Osuka acquired the exclusive development and commercialization rights o the compound in Asia,
the Middle Eass, and selected markets in the rest of the world {*Otsuka Terneny™). Osuka paid us a $5.0 million nonrefundable
up-front license fee upen its entry into the agreement.

Uinder the agreement, Otsuka agreed 1o fund all development activities in the Shared Termitory through Phase 2, up 10
&40.0 million. I the Phase 2 development costs exceed 54000 million, Otsuka could kave, at its sole discretion, sther
(1) terminared the agreement or {ii) continued the agreement and share equally with us all Phase 2 development costs im excess
of 340.0 million_ In 2012, the cost of development activites exceeded $40.0 million and Otsuka agreed 1o contimue the
agreement and equally share development costs with us, Phase 3 costs are 1o be shared equally by Otsuka and us under the
agreemenl. L addinon, under the agregment, we have the poenual w recerve development milesiones tolaling S82.5 million
The co-development portion of the agreensent is govermed by a Joint Development Commitiee (“1I3C7). We may cam
development milestones as follows:

i i cufion—555

a, S50 millign upon imitation of o Phase 2073 clinical trial in the Umited Saades (received i the vear
ending December 31, 2013)
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b. 550 millien upon iniciation of a Phase 3 clinical trial in the United States, or the filing of o New
Drug Application (“NDA™) with the FDVA in the United States, if a second Phose 3 clinical tnal 15 naot
needed

L1350 million upon filing of a NIDA with the FI3A in the United States
d 5200 mllion upon receipt of approval by the FDA of an NDA in the United States

2]

e. 5100 -million upon receipt of approval by the regulatory authority of a marketing approval
application in Japan
i Secomd lndicatien—527.5 milliay
a £3.0 million upon initiation of a Phase 3 clhinical tmal in the United Siates
b, 57.5 million upon filing of an NDA with the FDA in the United Seates
¢, 510.0 mllion upon receipt of approval by the FDA of an NDA in the United States

d. 5.0 million upon receipt of approval by the regulniory mihority of 8 marketing approval application
in Japan

Under the agreement, Ousuka wall fund owr share of the Phase 2 and Phase 3 development costs m the form of a
secured promissory note. The promissory note provides that {a) interest will acerue daily and be caloulsied on the basis of 360
duys per vear and be pavable on all amounts sdvanced to us from the date of advance until pasd in full; {b) unpaid mterest will
compound anmually; and (¢ the applicable imerest mie will be adjusted quartery 1o reflect the thenseffective rte cqual to the
threg-month London [nterBank Offered Rate ("LIBOR” ) in the “Money Rutes” column of The Wall Street Joumal s of the first
business day of each calendsr quarter, plus 3%; and {d) all amoums are payable in US. dollars. The agreement includes a
security interest agrecment that grants Owsuka a first prisrity imterest on our interests inonet profits and rovalty payments, and on
our mterests i awnership of the related collaboration compounds and collaboratin products and the underlyimg intellecal
property nights, both in the Shared Temitory and the Acucela Territory,

The boan is repayable only in the event that proceeds are generated by any Future product sales under the
collaboration agrecment or by the sale or license of collaboration compounds and collaboration products developed under the
agreement outside North America and Oisuka’s sole fermitory

As the agreement contuimns elements of funded development, we evaluated the agreement 1o determine 1f our
obligation o Otsuka under the secured promissory note should be accounted for as 3 hiability 1o repay o boan or as an obligation
to perform contractual services, To conclude teat a liability 1o repay a loan does not exist, the iransfer of the Ninancial risk
mwvalved with research and development from us 1o Otsuka must be substantive and genuine. We have determined that our
obligation to Otsuka should be accounted for as an obligation o perform contractual services because repayment depends solely
on the remilis of development having future economic benefit. Consequently, amounts received fram Otsuka for our share of
development costs under the agreement are recognized as revenug, For the vears ended December 31, 2015, 2014, and 2003, we
have recognized cumulative revenue of approximately 361 3 million, $49.7 million, and $32.4 million respectvely, which is
contingently repayable as described above. As of December 31, 2005 and 2014, the contingently repayable funding has acerued
54.6 mulkion and $2.5 milleen of iierest, respectively, which is contingently repavable along with the sbove.

Upon commercialization, we may exercise our gphion o co-promobe m the Shared Temtory on a country=by=country
basis, In markets where we opt to co-promote the product, Ctsuka and we equally share all expenses and profits from sales of
the product in the Shared Territory. If we do not elect o co-promote in a country er couniries in the Shared Ternicory, Oisuka
shall pay us rovalties on the annual aggregate net sales of collaboration products in the country or countries in the Shared
Temtary for which we did not elect 1o participate i co-promoetion. Esch party shall pay the other panty a rovalty of 2% on
annual aggregate nel sales of collaboration products m ther sole termtonies. [ addition, we have the potential to receve net
sales milestones todaling S173 0 million, The co-promation amrangement is governed by a Joint Commercialization Commitiee
{“ICCT) The milestones are as follows:

i AllIndications
8, 5250 mallion wpon reaching $250.0 mullion in aggregate nnineal worldwide sales of all callaboration
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products

b, 5500 mullion upon reaching $500.0 mullion 10 aggregate anoual worldwide sales of all collaboration
products

e, S100.0 millicn upon reaching $1.0 billion in aggregate annual worldwide sales of all collaboration
products.

The agreement also includes a three-year rescarch program (the ~Research Program ™), the purpose of which was 1o
identify a second indication for the lead collaborntive compound and 10 conduct development on a backup compound for the
collabarative compound, During the three years of the Research Progran, which ended in 2001, Otsuka poid us $5.0 million per
vear, pavable on a quanerly basis. The agreement also provides Osuka with a right of first negatiation 1o license new
compounds discovered or developed by us (independent of the collaboration activines) during the agreement term.

Our agreement with Otsukn is 0 multiple element ammngement, and we have determined that the elements within the
arrangement consast of the license, the Research Program, and research and development services,

The license granted o Otsuka was determined to be 2 separate unit of accounting because it has value 10 Otsuka on a
standalone basis. Because Otsuka may license and develop the intellectual propery independent of the development or research
program services that are to be provided by us, we conducted a net present value valuation of the license, and it was determined
thait the estimated standnlone selling price for the license at inception of the agreement exceeded the armngement consideration
recerved for the hicense fee. Smee the value assigoed o o delivered element cannat exceed the armmgement considermion, the
armangement consideration of 35,0 milhon due and paid upon execution of the agreement was assigned 10 the license,

We have determined that the activities associated with development meet the eriterion for a separate unit of
accounting, since these services have value to Otsukn on a standalone basis. BESP is based on the Company’s analysis of the
value of the services provided and considerntion of the fees charged by third party vendors for ssmilar development services and
represent our BESP. Revenue from development efforts is recogmized as services are performed. In the vears ended
December 31, 2013, 2014, and 2003, we recogmzed $24.1 million, 5354 million and £39.2 million, respectively, of revenue
associated with development activities,

We have determined that the activities associated with the Research Program mcet the eritenion for a separate unit of
accounting, singe these services have value to Otsuka on a standalong basis, The types of services contemplated under the
Research Program may be performed by a third pany. We have determined that the fees charged for the research services are
competitive with the price other third-pary vendors charge for similar research services. Our BESP of the selling price for the
Research Program was $15.0 mallisn, which equals the agreement consideration. Revenue from the research acovinies was
recognized under a proportional performance model.

We evalunted the development and net sales milestones in the amangement and deterrmined that they each meet the
criteria of a milestome under ASC 605-28, Revinue Recognition-Wilesrone Method. We recopnize consideration that is
contingent upon achievement of a substamive milestone in 1ts entirery in the period in which the milestone 15 achieved. During
the year ended December 31, 2013, we received and recognized as revenue the 550 million mifestone payment associated with
the imtiation of the Phose 2b/2 clinical trial. No development or net sales milesiones were achieved dunng the vears ended
December 31, 2015 or 2014,

In ihe fowrth quarier of 2015, we were in negotiations with Otsuka regarding the amount of indireet cost applicable in
2015, This negotiation resulted v a settlement of approximately $2.6 million, which was issued as a credit to Otsukn for
development expenses that had been rocogmized as revenue in 2005 and has been recorded a8 a reducnion o revenae for the vear
ended December 31, 2013

(AP A-a500 Collaboration

In 2010, Disuks and we entered into a defimtive agreement to develop OPA-6566, Otsuka's propriciary compound
for the tremiment of glavcoma. The apreement grants us an opt=m right 1o co=develop and co-promote OPA=6566 in the Linited
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States. Unnl we exercise our opt-in right, Owmsuka will have responsibility for directing development activities and costs. Upon
our exercise of the opt-in night, Otsuka will grant us addstional opt-in nghts, which include: (1) the mght 0 co-develop and co-
promote (PA-6566 for ophthalmalogreal mdications in the Umted States other than for gliwcoma; (2) the nght to co-develop
and co-promete new formulations of OPA-6566 for glavcoma an the United States, and (3} a nght of fisst regotiation 1o co-
develop and co-pronsie other adenosine A2a receptor agonist compounds for the ireament of ophihalmologic diseases in the
Umibed States.

We evaluated the agreement nnd determined that the development activities under the agreement represented the
only deliverable umnder the armangement. Revenue from development activines is recognized as services are performed. During
the vears ended Decensber 31, 2015, 2004, and 2013, we recognized S0, 30, and $1.5 million respectively, of revenues in
performance of the agreement.

Rebamipide Collaboration

In 2008, Orsuka and we entered into a defiminive agreement to co-develop rebamipide, Chsuka’s proprietary
compound for the treatment of dry eve. Under the agreement, the parties agréed to collaborate in the ¢linical development
efforts for rebamipide in the United Sates. Otsuka paid us a 52,0 million up-front payment and, under the agreement, we had
ihe potential o receive clinical development milestones and rovalties on net sales of the product in the United States and the
European Union. Under the agreement, (hsuka was responsible for all elinical development and commercialization expenses.

We evaliunted the agresment and determined that the clinical develapment activities represented the anly deliverable
under the arrangement. Revenue from clinical development effores is recognized as sarvices are performed. During the vears
ended December 31, 2015, 2014, and 2013 we recogmized 50, 50, and $12.3 million, respectively, of revenue associated with
the rebarmipide climical development activities. We evaluated the development milestones under the agreement and determined
thait they each meet the criterin of a substantive milestone. We recopnize constderation that is contmggent upon achievement of o
substantive mulestons m s entirety 1 the period m which the malestone 5 achieved. No development milestones were acleved
during the vear ended December 31, 2005, In 20013, we recerved and recopnieed g% revenue the $35.0 million milestone payment
associaled with the initiation of the Phase 3 clinical irial.

In Septembear 2013, Otsuks elected 1o end its rebamipide co-development agrecment with us. As a result, we
recogmized as revenoe, n the vear ended December 31, 2013, 52.0 mullon upfront payment from Otsuka that had been defermed
due 10 refund provisions, These refund provisiens expired with the end of the co-development agreement,

1. Net Income (Loss) Per Share

Met income (loss) per share annbutable to common shareholders is presented in conformity with the two-class
method required for panicipating secunties for periods in which we have pet income, Prior 1o the 10, all series of convertibvle
preferred stock were considered 10 be pamcipating securities, s the halders were entitled o parncipae 1o any dividends prior
and in preference 1o dividends declared or paid on the common stock, Undistributed carmings allocated 1o these participating
secunties were subtracted from nel imconie m delermining net mcomse attributable 1o comnwis sharchalders,

Immedintely prior to the closing of our IPO, all outstanding shares of preferred stock were converted to common
stack. We isssed 9 200000 shares of common stock in the PO, In addition. 3,636 365 shares of common siock were issued
upon the conversion of the contingently convertible debt held by a related party. A= n resule, as of December 31, 2015, common
stack 15 our only cutstonhing closs of capital stock.

Basic net income (loss) per share is caleulated by dividing net income by the weighted average number of shares

outstanding for the period. Diluted net income (loss) per share is calculated by dividing net imcome (lessh by the weiphied
avernge mumber of shares of the common siock oustanding and other dibutive secanties cstanding danng the penod. The
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potential dilutive shares of our common stock include the exercise of outstanding stock options that are dilutive and the vesting
RSUs and restricied stock awards.

The followimyg tables reconcile the mumerstor amd densminmior used to caloulite diluied net income per share for the
periods presemted (i thousands):

Wears Ended December 31,
201% 20114 2013

Numerator;

Net income (loss) attributable 1o common shareholders 5 (25,509) 8 (2000 5 1,161
Denomminator:

Weighted-average shares outstand ing—basic (shares) 15972 12869 11,964
Drilutive effect of stock options, R51s and restricied sioek awards — — 391
Weighted average shares outstanding —diluted (shares) 35 12869 12,355

For the vears ended December 31, 2005 and 2014, equity awards of 96,683 and 185 551 were excluded from the
caleulation of diluted net income (koss) per share because the impact was anti-dilutive

1L RKetirement Plans

We provide a 401k} retirement savings plan (the “401(k) Plan") to all employees. The 401(k) Plan allows
participans 1o defer eligible compensation on & pre-tax and post-tax basis subject o cortain Internal Revenue Code mnxomum
amounts, Begimming in 2005, the Company began matching 50% of the employee’s comribution o the 400(k) Plan up to 6% of
their wital compensation, not exceed o ceiling of 3% of an employee’s iotal compensatien.  Emiployees are always [00.0%
vested in their own contmibuiions and vest in our contnbutions at the end of each year. In January 2005, the Doard olso
authonzed a non-elective discretionary emplover contribution of $0.4 million 10 be allocated 1o partcipant accounts which vests
over o four-vear penod based on emplovee hire dates, Such amoumts are included o gengral and admmistrative and research
and development expenses in the accompanying consolidated statements of operations.

13, Commitments and Contingencies
Leuses

We lease aboratory and corporate office space under operabing leases. O June 26, 2004, we entered imnto an
agreement for the lease of approximately 38 723 square feet of office space in our headquaners building in Seanle, Washington,
The term of the bease commenced on January 1, 2015 and, subject to the terms of the lease, wall expire on November 30, 2021,
We received a tenant leaschold improvement allowance of 51.2 million in connection with the commencement of this lease in
2015,

On September 19, 2014, we entered into an amendment of our lease agreement Tor the lease of approximmiely
17 488 squaare fect of laboratory and office space in Boathell, Washington. The amendiment extended the expiration date of the
onginal lease from February 28, 201 5 to February 28, 2017 and reduced the basic annual rent to approximately S04 million,
subject 10 ndjustment parsuant o the terms of the lease.

Lesse incentives are recogmized as deferred rent lobilines and amortzed to rent expense over the term of the lease
Minimurn rent payments under operating leases are recogmized an a straight-ling basis over the term of the lease, including any
periods of free rent and reduced rent.

Future minimum lease payments under operating leases {with initial or remaiming lease terms in excess of one year)
ns of December 31, 2005 are a< follows {in thousands):
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Paynsents Due by Period

e 7 FLIL] R FLH Therealler Toeasl
Ohperating lease obligations 1328 M7 R 1,007 1,046 Q94 6,340
Total 1328 w7 R 1007 1,046 G494 6,340

Rent expense wis 52,0 mallion, $1.0 million, and 51.0 million, respectively, in the years ended December 31, 2013,
2014, and 2013,

Neverance amd Change in Effective Contral Agreewents

O March 24, 2005, our Beard of Directars approved the terms of the Severance and Change in Effective Control
Agreements entered into with each member of our then current management team and cemain other emplovees (the "Change in
Control Agreements™), The Change in Control Agreements provide that if the employee lerminates for any reasan or for no
reason (inclwding disability), voluntanly ressgns for good reason {as defined i the agreement), or the employee dies, and the
terminateon occurs within the six month period following a Qualifying Change in Effective Comrol {as defined m the Chanpe in
Conitrol Agreements), the enployee will be entitled 1o an amowit equal 16 the suim of six moiths of his of ler momlily base
salary, plus 30% of the employee’s anmual target bomus fior 2005, plus the premiums required o continue the employee s groap
health care covernge for a period of six months following termination, which will be “grossed up”™ to cover taxes. The Change
in Conirol Agreements terminated upon the earlier of Movember 1. 2015 or the employee’s termination date {unbess the
terminatson 15 within six months following o Qualifying Change in Effective Control), On Maw 1. 20015, 05 a result of the
actions taken by our sharehobéers 01 a specnl meeting of shareholders, o Qualifying Change m Effective Comrol wos deemed 10
lave taken place under the terms of the Change m Control Agreements, As of December 31, 2005, payineiis ioaling $1.9
million have been made under this plan and payments wotaling an additional 504 nullion were acerued.

Litigation

From time to tme, we moy be subject 1o begal procesdngs and chams in the ordinary course of business, Wi are not
curmently w party to any matenal legal proceedings, and 1o our kipwledge none i3 taeatengd, There can be no assurance tat
future legal proceedings arising in the ordinary course of business or otherwise will not have a neaterial adverse elfect on ow
financial position. resulis of operations or cash Mows.

14, Former CEQ and COO Severance

Under Mr. O'Callaghan's employment agreement, dated October 14, 2014, as amended, the termination of Mr.
O Callaghan’s employvasent withoul Cause o for Good Reasoi (as such lerms were defined i his emplovisent agreemeiu),
entitled him 1o receive 18 months of salary, up te 18 months of the premiums for kealth benefit coverage provided under our
CORRA program, and a pro-mted portion of his anmunl bonus {“the CEO severanee amounts”™), Mr O'Callnghan resigned his
position as our President and Chaef Executive Officer, effective an May 3, 2015, The TR0 severance amounts, totaling
approximately $0.9 million in cash, were paid on May 11, 2015, In addivion, pursuant to the teems of the 2004 Equity [ncentive
Plan, as amended, the vesting of his 712,480 options amnd 356,410 RS1Us was acceleraved such that all of his equity awards were
fully vested as of May 3, 2015,

In Apnl 2015, Me. O'Callaghan’s 712 430 aptions were modified 1o extend the post-termination exercise period from
three months 1o twelve momths. The Company recognized sack-based compensation expense of 32.7 million related 1o the
accelermted vesting of his options in connection with his termination. In addition, pursuant w the terms of the 2014 Equity
Incentive Plan, as amended, the vesting of his 336,410 R51Us was accelerated such that these equity awards were fully vested as
of May 3, 2015, We recognized peneral and adminisirative expense of approximately $2.1 mullion relased io these RSUs duning
the twelve months ended December 31, 2015,

Under Mz Tar's ¢mployment agreement, dated May 1, 20015, the werounation of Mr. Tan's employment withow
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Cause or for Good renson, entitled him to receive 9 months of salary and 9 months of health benefit covernge under our
COBRA program.  Mr. Tarr resigned his position as our Chief Operaung Officer. effective November 18, 2015, The COD
severance amounts, tofaling $0.3 millon m cash, will be pasd through August 2006, In addition, purswant 1o the terms of the
2014 Equity Incemtave Plan, as amended, the vesiing of his 358,692 restricted stock was accelerated such that all of his equity
awards were fully vested as of November 18, 2015, The Company recognized siock-based compensation expense of 51.8
million relsied to the acoclerated vestng of his restnicied stock 0 conmecton with his termunation which was recorded 1o
general and admimserative expense.

15, Related-Party Transactions

Peter Kresel, M.B.A, a former member of the Board, received paymems from us for consulting services and
reimbursement of direct expenses. This consultng relatonship terminsted in January 2004, Mr. Kresel's payments for
consulting services and expense reimbursemenis were 50, 50, and 503 million during 2005, 2004, and 2013 respectively.

SBI Holdings, Ine. (a related party), one of our sharchalders, was the holder for our contimgently convertible deli.
In connection with our 1O, the conmgently convertible debt automancally converted into 3,636,365 shares of common stock.
The number of shares isved upon conversion was determined by dividing the principal of the pote by 33 30, which was subject
o adjusiment for any subsequent recapiializations, stock combinations, siock dividends, or siock spliis.

On December 22, 2015, the Company filed an 8-3 Repistration Statement for the resale of up to 7.752, 425 shares of
our commean steck that may be offered and sold from time to wme by SBI Holdimgs, Inc. The shares of common stock were
miteally sssued in private sales not regrstersd under the Secunties Act, We will nod recgave any of the proceeds from the sabe of
the shares of our common stock being sald,

[r. Kubota and S8 Holdings, Inc., our two largest sharcholders, incurred certnon fees and expenses italing
approximately $0.8 million in preparation for the May 1, 2003 Special Shareholders’ meeting, Our Board appointed a special
eommittes (the "Special Commites™) consisting entirely of independent directors to evaluate thess expenses o determineg if the
expenses, or a portion thereof, should be retmbursed by the Company. The Special Commuttes met on June 8, 2015 and
concluded that the reimbursement of these expenses was approprizte.

16, Cuarterly Infermation (Unandited)

The follewing tables set forth our unawdited quanerly statement of operations data for each of the last cight quarters
in the peniod ended December 31, 2015, The wiandiied quarierly statemeni of operations data below have been prepared on the
samie hasis as the audited financial statemems inclisbed elsewhere in this Form 10-K and reflect all necessary adjustments,
consisting only of normal recurring adjustments, that we believe are necessary for a fair statement of this information. The
results of historical quarters are not necessanly indicative of the results of operations fior a full vear or any future period:

{mnamdided
(I thnisamils, eveepd per vhare amswnis)
Manch X1 Jume Y Srplember M December 31

RS

Revenue from collabomtions 5 7215 § 7181 § T8 5 2543 b
Met income (loss) 13,9400 (9, 738) {3,550) (5,.281)
Basic net ncome {loss) per share 5 [LATTE 02N s o s (0,23}
[Hluted net income (loss) per share g {001y 8 027 S ({1 1] T {0.23)
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March 31 Jume ¥ September M [hecember 31
014
Revenue from collaborations 5 10,546 § D086 § 5119 5 7645
Met income {loss) 54 7l {1,536) 2 {595)
Basic net income {loss) per share § — % — 5 (oay 8 (0,02}
hluted net income (loss) per share 5 5 5 o4y 5 {002y

{1} In the (ourh quarer of 2003, we were in negoliations wich Oeado regarding the amesem: of isbirect 2ost appleshie s 2013, This negotistion resulied = a
setlloment of apprenrmatcly S 6 amillon, whach was rsviied as a crodil 1o Disiuka lor developrsnl expenses thal had beon nocogeesod as sevenie m 240 Sand bas
been reconded as o reduction o revenue for the vear ended [ecember 31, 2005

12 In the Thirs] spaarien of 2H4, we Soal m vabaal |1 & st osn delormed tax asscts of 31,0 mallion due b expoctod Tulure beses ns 2 resolt of our

mc alEmcyse 1lan

17. Subsequent Events

On January 6, 2016, an additkonal 1,460,684 shares were reserved for issuance under the Evergreen provision of the
2014 Equiry Incentive Plan, as amended.

On Javuary 21, 2016, the Board approved the grand of $00,000 options, including TR0, 000 options to Dr. Kubota, our
CED, and 30,000 options 1o each of the four non-employee directors of the Board

The gram of opuons 10 D, Kubotn included 390,000 opuons that will vest over a three-vear perwsd, with 33%
westing alber one vear and 67% vesting monthly thereafier. Dr. Kubota's remainingg 390,000 optiens are performance based
avards which will vesi incrementally based on the closing market price of the Company's shares of commaon stock on the
Tokvo Stock Exchange which 33% will vest upon the stock pnce of ¥1,102 trading for thirty consecutive calendnr days, 33%
will vest upon the stock price of ¥1,470 rading for thirty consecunive calendor days, and the remaining will vest upon the s1ock
price of ¥1,E37 trading for thimy consecutive calendar days,

The board member opison grants vest in equal monthly msiallmenis over four vears from the vesiing commencement
dnte of May 1, 2015 when they were cbected Board of Directors of the Company.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Acucelalnc.

We have audited the accompanying consolidated balance sheets of Acucela Inc. as of December 31, 2015 and
2014, and the related consolidated statements of operations, comprehensive income (loss), shareholders equity, and cash
flows for each of the three years in the period ended December 31, 2015. These financial statements are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these financia statements based on our
audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financia statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide areasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Acucela Inc. at December 31, 2015 and 2014, and the consolidated results of its operations and its
cash flows for each of the three years in the period ended December 31, 2015, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Acucela Inc.'s interna control over financial reporting as of December 31, 2015, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) and our report dated March 10, 2016 expressed an unquaified opinion
thereon.

/s Ernst & Young LLP

Seattle, Washington
March 10, 2016
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