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2010 2011 2012 2013 2014

36,457 34,226 46,424 52,947 35,396
(4,394,891)  (4,125,944)  (5,596,413)  (6,382,760)  (4,266,987)

25,297 24,183 31,604 36,405 25,582
(3,049,553)  (2,915,260)  (3,809,863)  (4,388,623)  (3,083,910)
6,632 6,174 7,787 9,548 10,002
(799,487) (744,275) (938,723)  (1,151,011)  (1,205,741)
31,929 30,357 39,391 45,953 35,584
(3,849,040)  (3,659,535)  (4,748,586)  (5,539,634)  (4,289,651)
4,528 3,869 7,033 6,994 (188)

(545,851) (466,409) (847,827) (843,126)  ((22,664))

67 21 27 122 519
(8.,076) (2,531) (3,254) (14,707) (62,565)
122) (143) (138) (116) (15)
((14,707))  ((17,238))  ((16,635))  ((13,983)) ((1,808))
64 39 7 182 37
(7,715) 4,701)  ((11,693)) (21,940) (4,460)
9 (83) (208) 188 541

(1,084)  ((10,006))  ((25,074)) (22,664) (65,217)
4,537 3,786 6,825 7,182 353
(546,935) (456,403) (822,753) (865,790) (42,553)
4,466 2,480 (2,647) (2,883) (2,359)
(538,376) (298,964)  ((319,095))  ((347,546))  ((284,377))
9,003 6,266 4,178 4,299 (2,006)

(1,085,311) (755,367) (503,658) (518,244)  ((241,824))

4,584 3,056 3,138 -
(552,601) (368,400) (378,285) )
1,682 1,122 1,161 (2,006)

(202,766) (135,258) (139,959)  ((241,824))

0.14 0.09 0.10 (0.06)
18 10 12) @»
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(1,893,478)  (1,865,752)  (3,133,004)  (2,340,117) (11,953,496)
34,809 41,495 47,024 54,048 196,966

(4,196,224)

(5,002,222)

(5,668,743)

(6,515,482)

(23,744,249)

1 12,253 12,000 12,000 12,000 -
(1,477,009)  (1,446,600)  (1,446,600)  (1,446,600) o
28,209 28,209 28,209 28,209 -
(3,400,594)  (3,400,504)  (3,400,594)  (3,400,594) o
(18,203) (11,937) (7,759) (3,460) (5,466)
((2,194,371)) ((1,439,005))  ((935,347))  ((417,103))  ((658,927))
14,101 20,840 25,607 31,124 184,363
(1,699,875)  (2,512,262)  (3,086,923)  (3,751,997) (22,224,958)
51 76 79 84 49D
w 2013 10 2014
35 30

2010 2011 2012 2013 2014
5,905 437 11,246 7,246 8,844
(711,847) (52,680)  (1,355,705)  (873,506)  (1,066,144)
(4,012) (4,093) (3,743) (6,581) (152,334)
((483,646))  ((493,411))  ((451,218)) ((793,340)) ((18,363,863))
45 (581) (624) (3,310) 148,274
(.424)  ((70,039))  ((75,223)) ((399,021))  (17,874,431)
13,997 9,760 16,639 13,994 18,778

(1,687,338)

(1,176,568)
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2014 1PO 12.0
6.2
2014 2013 12 31
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2014 1PO 142.0
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OPA-6566
12 31
2013 2014 2013 2014
2013 2014 ()
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6 30,731
2010 30 10,000 | 44,159,501 @24) | (3,704,623)
31 30,762
2010 31 50,000 | 44,209,591 3,738) | (3,708,360)
1 30,763
2010 19 10,000 | 44,219,501 @21) | (3.,708,480)
6 30,769
2010 19 10,000 | 44,229,591 724) | (3.709,203)
550 31,319
2010 28 106,000 [ 44,335,591 (66,302) | (3.775,506)
4 31,323
2011 31 3,000 | 44,338,591 483) | (3,775,988)
19 31,342
2011 11 18 2,278 | 44,340,869 ,291) | (3,778,279)
1 31,343
2012 29 188 | 44,341,057 @21) | (3,778,399)
2 31,345
2012 25 196 | 44,341,253 42) | (3.778,640)
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2012 22 100 | 44,341,353 @21) | (3.778,761)
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2012 11 5,000 | 44,346,353 @121) | (3.778.881)
1 31,348
2012 11 15 104 | 44,346,457 @21) | (3,779,002)
54 31,401
2012 12 31 5,204 | 44,351,661 (6,509) | (3,785,389)
3 31,404
2013 11 20,000 | 44,371,661 361) | (3,785,753)
215 31,619
2013 15 20,816 | 44,392,477 (25,918) | (3.811,671)
1 31,620
2013 10,000 | 44,402,477 (120) | (3,811,791)
2 31,622
2013 219 | 44,402,696 (41) | (3.812,033)
241 31,863
2013 31 10,636 | 44,413,332 (29,052) | (3,841,083)
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(32,441,604) - 185,907
2014 13 ( )| 24,808,093 ©) | (22,411,089)
- 185,907
2014 13 10,813,867 | 35,621,960 ©) | (22,411,089)
1 185,908
2014 12 72| 35,621,960 (120) | (22,411,209)
3 185,911
2014 12 500 | 35,622,032 (361) | (22,411,571)
2 185,913
2014 18 277 | 35,622,809 (241) | (22,411,812)
62 185,975
2014 24 17,187 | 35,639,996 (7,478) | (22,419,286)
2 185,977
2014 27 1,000 | 35,640,996 241) | (22,419,527)
3 185,980
2014 323 | 35,641,319 (361) | (22,419,889)
2 185,982
2014 14 354 | 35,641,673 (241) | (22,420,130)
190 186,172
2014 18 45,500 | 35,687,173 (22,904) | (22,443,034)
205 186,377
2014 26 56,800 | 35,743,973 (24,712) | (22,467,748)
167 186,544
2014 27 48,963 | 35,792,936 (20,131) | (22,487,879)
8 186,552
2014 28 10,448 | 35,803,384 (964) | (22,488,843)
1 186,553
2014 2 1,000 | 35,804,384 (120) | (22,488,964)
36 186,589
2014 11 26 4,583 | 35,808,967 (4,339) | (22,493,303)
2014 13
32,441,604 32,441,604
2010
2014 12 31 35,808,967 186,589
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2015 13

19 244,055 0.6

55 0.0

1,737,389 4.9

@ 10,240,654 28.6
23,586,814 65.9

25 35,808,967 100.0
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2014 12 31

1301 Second Avenue, Suite 1900, 10,240,654 28.
Seattle, Washington 98101
101-8535 1,888,011 5.
2-9
SBI 106-6019 1,871,250 5.
o) 1-6-1
19
106-6019 1,777,778 5.
1-6-1
@ 19
772-8601 1,515,152 4.
115
SBI 106-6019 1,485,928 4.
@ 1-6-1
19
SBI — 106-6019 1,257,252 3.
(&) 1-6-1
19
106-6147 975,000 2.
6-10-1
SBI 106-6019 779,502 2.
1-6-1
@ 19
21,790,527 60.
1
2 SBI SBI
SBI 21.6
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13
2014 12 ©
2,460
520
@ 2014 13 2014 13
2014 2014 2014 2014 10 2014 11 2014 12
1,034 879 986 018 869 817
805 701 843 730 740 603
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A 71 2015 20,000 @
(Peter A. Kresel)(s) (1943 12.) ’
Y 56 2015 55 500 O]
(Glen Y. Sato)(l)(Z) (1959 26 ) ’
53 2015 26,667 ®
(Michael Schutzler)(l)(z)(3) (1962 )
48 2015

10,250,654 7
(1966 10 18 )

45 2015 4,583
(Brian 0"Callaghan) (1969 )
51 2015 -
(Hien DeYoung) (1963 )
H 50 2015 -

Jr.(Dewey H. Blocker, Jr.) (1964 10 13 )

@
@
(©))
(4) 2015 31 60 20,000
(5) 2015 31 60 52,500
(6) 2015 31 60 26,667
(7) 2015 31 60 10,000

A 2007 2005 2014

13 2006
Bristol-Myers Squibb Company
Y 2009 2014

2006 Cooley LLP 2003 2006

PDL BioPharma Inc. Protein Design Labs, Inc.

1999 2003 Exelixis, Inc.

Intarcia Therapeutics, Inc.
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2012 2013
CEO
Livemocha, Inc. CEO 2010 Rosetta Stone 2013
2007 CEOsherpa LLC
1998 2012 Digital Forest Inc. 2008 2010 Talent Spring
Inc. 2003 2007
RealNetworks, Inc. 2003 2004
Monster Worldwide, Inc. 2000
Classmates.com Classmates Media Corporation CEO 2007
FlowPlay Inc. 2010
G
Ph_D. 2002 2005
2002 2014 2002 2014 12 CEO 2002
2006 2002 2002 2002 11 2006 2007 2011
MD PhD
1996 AAO
ARVO 2008
2013 2014
2014 12 22 CEO 2015
H Jr. 2014 24
Sonrgy Inc. CEO Sonrgy Inc. Sangart Inc. CEO
NPS Pharmaceuticals, Inc.
Covance Inc.
Novartis Pharmaceuticals Corporation 2004 2006
BioPartners 2000 2004 Merck Biopharmaceuticals
1996 2000 1992 1996 Pfizer Bayer
MBA

BIOCOM Aquavit Biopharma
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20
2009

Medical, Inc. CEPTYR, Inc.
Certified Predictive Index Assessment Analyst
H Jr. 2015 24
2008
Ivey Imaging

1COS
MBA

2014

- @

http://ir.acucela.com
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SEC

NYSE

2014 16 2014
75

2014

CEO
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2014

NYSE
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CEO

NYSE

SEC

98101

SEC

S-K
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1301 4200
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2014

2015

2014

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

2014

2014
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98101
1301 4200
2014
7,500 2,500
7,500
2,500
2015
25,000
35,000
15,000
10,000
6,500
7,500
5,000
3,000
6,000
3,000 RSU 12
4,000 2,000 RSU
2015 24
22,870
2015 24 2002 2012
2014
12
2014
2014 12 31
2014
2014
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W
A 14,833 - ® - 14,833
% 17,500 57,250 . 74,750
13,563 45,800 B, 59,363
) FASB ASC Topic 718
(@)
(3) 2014 12,500 7.78
2013 22
(4) 2014 10,000 7.78
2013 22
2014 12 31
)
A 20,000
Y 52,500
32,500
2014 2013
2014
2014 12 31
2014 12 31
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o) @ ®
CEO 2014 492,312 - - - - 127,697 620,009
2013 485,016 36,885 456,360 . 232,800 804,776 2,015,837
CEO

2014 162,075 - - - - 168,381® 330,456

2013 - - - - - - -

2014 263,424 - - - 86,206 18,491 368,121

2013 259,512 . - . 78,113 17,0560 354,681

L

2014 226,579% - - - - 01,1284 317,707

2013 308,544 - - - 108,453 18,626 435,623
) FASB ASC Topic 718 2013
0 2014 2013
@A)
) 2014 107,324

4,670 15,703
) 2013
CEO 36,885
©)
456,360 1
329,790 13,991 4,635
%) 2014
162,075 2015 CEO
515,500
®) 2014
5,573 29,978
10,780
*%k
21,250 100,800 - 122,050
** 2014 20,000 7.78
2014
2013 11
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®
(10) 12,421
(11)2014 19
(12)(a)
11,537
33,333
13) 13,991
2014
L
@ 2014
2014
90
2014
CEO
2014

4,670

PTO
13,049

©

100%
€))

65%

19

90

©

60

90

100
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2014
35
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1
] ) ]
86,206
) 2014 19
268,848
2014
2014 12 31
2014 12 31
)
10,000 _ $1.45 2017
11,200® 16,800 $4.52 2021 21
L _ _ _ _
(@)
(2) 2007 27 25
(3) 2012 20
CEO 515,500
60
2015 2015 30
100
2015 24
2015 31 515,520
2015 31
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2015

(

180

)

27

18

CEO

COBRA

356,410

COBRA

35

712,820
18
271,992
12

2015
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5.78
2015 2014
(i)712,820
18
24
515,500
300
18
18
30
12
2015
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L
2014 19
13,049
2014 20 2015 20 10,000
2015 24 2015 12 31
600,000
2015
2015 24
2015
50
12
2015 12 31
2015 24 2002 2012
2014
12 2014
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OooooOodd
162(m) CEO
100
CEO
100
2806
2806
20
12 31
2002 2012
2014 2014
2014 2002
2012
@
@ ® ©
375,956 8.45 1,953,673
375,956 8.45 1,953,673
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2014

2009
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2013 2014
1,820 13 650 76
(219,401 ) (1,567 78,357 9,161
1,820 13 650 76
219,401 ) (1,567 78,357 9,161
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Acucela Inc. 2013 2014 12 31
2012 2013 2014 12 31
SEC Form 10-K
Form 10-K
38 59
129
40 321 35
32 12 193
SEC
132
2014 12 30
120.55
4.
4.
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ACUCELA INC.

12 31 12 31
2013 2014
13,994 1,686,976 18,778 5 263,688
14,947 1,801,860 85,008 10,247,714
10,262 1,237,084 5,285 637,106
1,114 134,292 61 7,353
1,964 236,760 2 582 311,260
42,281 5,096,972 111,714 13,467,121
1,112 134,051 742 89,448
3,478 419,272 84,033 10,130,178
1,280 154,304 42 5,063
5,548 668,811 _ _
349 42,072 435 52,439
54,048 6,515,482 106,966 23,744,249
12,000 1,446,600 _ _
754 90,894 441 53,163
6,579 793,008 4,176 503,417
3,269 394,077 1,683 202,885
_ _ 6,231 751,147
267 32,186 25 3,013
22,869 2,756,855 12,556 1,513,625
55 6,630 47 5,666
55 6,630 47 5,666
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2013
2014

2013
2014
2013
2014
2013
2014
2013
2014
2013
2014
2013
2014

2013
2014

12
12

12
12
12
12
12
12
12
12
12
12
12
12

12
12

31
31

31
31
31
31
31
31
31
31
31
31
31
31

31
31

2,734

2,734

17,900

17,900

31,818

11,807

60,000
100,000

11,971
35,809
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12 31 12 31
2013 2014
2,051 247,248 - -

13,387 1,613,802

12,771 1,539,544

3,654 440,489
2,728 328,860

M (843)

(3,460) (417,103)

186,589 22,493,303

3,601 434,100
(361)  (43,518)
(5,466)  (658,927)

31,124 3,751,997

184,363 22,224,958

54,048 6,515,482

196,966 23,744,249
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ACUCELA INC.

12 31
2012 2013 2014
46,424 5,596,413 52,947 6,382,760 35,396 4,266,987
31,604 3,809,863 36,405 4,388,623 25,582 3,083,910
7,787 938,723 9,548 1,151,011 10,002 1,205,741
39,391 4,748,586 45,953 5,539,634 35,584 4,289,651
7,033 847,827 6,994 843,126 (188)  (22,664)
27 3,254 122 14,707 519 62,565
(138)  (16,635) (116)  (13,983) (15)  (1,808)
(97)  (11,693) 182 21,940 37 4,460
(208) _ (25,074) 188 22,664 541 65,217
6,825 822,753 7,182 865,790 353 42,553
(2,647) (319,095)  (2,883) (347,546)  (2,359) (284,377)
4,178 503,658 4,299 518,244 (2,006) (241,824)
3,056 368,400 3,138 378,285 _ _
1,122 135,258 1,161 139,959 (2,006)  (241,824)
0.09 10 0.10 12 (0.06) [©)
0.09 10 0.09 10 (0.06) [©)
11,901 11,901 11,964 11,964 32,869 32,869
12,158 12,158 12,355 12,355 32,869 32,869
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ACUCELA INC.

12 31
2012 2013 2014
4,178 503,657 4,299 518,244 (2,006) (241,824)
6 723 (@) (843) (354)  (42,675)
4,184 504,380 4,292 517,401 (2,360) (284,499
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2014 12 31
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ACUCELA INC.
A B c
2,734 2,051 17,900 13,387 11,807 12,771 11,910 3,192 1,965 - (7,759) 25,607
- - - - - - - - 667 - - 667
- - - - - - - - 96 - - 9%
- - - - - - 30 6 - - - 6
- - - - - - 31 456 - - - 456
- - - - - - - - - - 4,299 4,299
- - - - - - - - - o - )
2,734 2,051 17,900 13,387 11,807 12,771 11,971 3,654 2,728 () (3,460) 31,124
- - - - - - 9,200 142,044 - - - 142,044
(2,734) (2,051) (17,900) (13,387) (11,807) (12,771) 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)

35,809 186,589 3,601  (361) (5,466) 184,363
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2013

2014

12

12

12

31

31

31
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A B c
2,734 247,248 17,900 1,613,802 11,807 1,539,544 11,910 384,795 236,880 — (935,347) 3,086,922
- - - - - - - - 80,407 - - 80,407
- - - - - - - - 11,573 - - 11,573
- - - - - - 30 723 - - - 723
- - - - - - 31 54,971 - - - 54,971
- - - - - - - - - - 518,244 518,244
- - - - - - - - - (843) - (843)
2,734 247,248 17,900 1,613,802 11,807 1,539,544 11,971 440,489 328,860 (843) (417,103) 3,751,997
- - - - - - 9,200 17,123,405 - - - 17,123,405
(2,734) (247,248) (17,900) (1,613,802) (11,807) (1,539,544) 10,814 3,400,594 - - - -
- - - - - - 3,636 1,446,600 - - - 1,446,600
- - - - - - - - 62,204 - - 62,204
- - - - - - - - 50,751 - - 50,751
- - - - - - - - (7,715) - - (7,715)
- - - - - - 188 82,215 - - - 82,215
- - - - - - - - - - (241,824)  (241,824)
- - - - - - - - - (42,675) - (42,675)
- - - - - - 35,809 22,493,303 434,100 (43,518) (658,927) 22,224,958
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12 31
2012 2013 2014

4,178 503,658 4,299 518,244 (2,006)  (241,824)
464 55,936 531 64,012 501 60,395

10 1,205 _ _ _ _

79 9,524 _ _ _ _

581 70,040 1,123 135,379 516 62,204
107 12,898 332 40,022 1,175 141,646
2,434 293,418 2,274 274,130 2,349 283,171
- - - - (64) (7,715)
3,551 428,073 (1,562)  (188,299) 4,977 599,978
(1,037)  (125,010) (443)  (53,403) (197)  (23,749)
(1,949)  (234,951) (102)  (12,296) (313)  (37,732)
1,315 158,523 2,650 319,457 (2,403)  (289,681)
778 93,787 856 103,190 (1,586)  (191,192)
48 5,786 (264)  (31,825) (250)  (30,137)

570 68,713 (2,570)  (309,813) 6,231 751,147
117 14,105 122 14,708 (86)  (10,367)
11,246 1,355,705 7,246 873,506 8,844 1,066,144
(15,580) (1,878,169)  (23,217) (2,798,809)  (201,134) (24,246,703)
12,163 1,466,249 17,136 2,065,744 48,931 5,898,632
(326)  (39,299) (500)  (60,275) (131)  (15,792)
(3,743)  (451,219) (6,581)  (793,340)  (152,334) (18,363,863)
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12 31
2012 2013 2014
2 241 6 723 149,819 18,060,680
13) (1,567) - - - -
96 11,573

(615) (73,86%) (3,412)  (411,317) (1,525) (186,225)

(624) (75,223) (3,310)  (399,021) 148,274 17,874,431

6,879 829,263 (2,645)  (318,855) 4,784 576,712
9,760 1,176,568 16,639 2,005,831 13,994 1,686,976
16,639 2,005,831 13,994 1,686,976 18,778 2,263,688
420 50,631 - - _ _
151 18,203 828 99,815 60 7,233

- - 937 112,955 5,548 668,811
5,750 693,162 (5,759)  (694,247) _ _

- - - - 28,209 3,400,594

- - - - 12,000 1,446,600
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ACUCELA INC.
2008
2b/3
2012 2013 2014 12 31
@ ()
© (d)
2012 2013 2014 12 31 11
(i) (i)
VSOE
VSOE
TPE
VSOE TPE BESP
BESP
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O)
(i)
(i)

Q) (in) (i)

2013 12 31 2014
12 31

12 12

2013 2014 12 31
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( BSM )
BSM
BSM

2014

2014

401(k)
1986 401 (K)
2015
50 2015 0.4
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2014 ASU 2014-09
ASU

ASU 2016 12 15

2013 2014 12 31
2013 2014 12 31
2013 2014 12 31
2013 12 31
$ 868 $ -3 - % 868
12,501 - - 12,501
1,099 1 - 1,100
12,101 - ) 12,097
625 - - 625
5,235 2 ) 5,228
$ 32,429 $ 3% (13) $ 32,419
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2014 12 31
$ 767 $ - 3 - 3 767
17,771 - - 17,771
15,992 2 () 15,993
131,586 - (398) 131,188
22,115 4 19 22,100
$ 188,231 $ 6 $ (418) $ 187,819
2014 12 31 5.2 78.8
12 2014 12 31
12
2014 12 31
2013 2014 12 31
12 31
2013 2014
$ 2,844 $ 2,910
1,812 1,812
457 497
5,113 5,219
(4,001) (4,477)
$ 1,112 $ 742
2014 3,636,365
3.30
SBI
2012 12 31 0.4
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100,000,000
2014
142.0
12.0
3,636,365
2014 12 31 2,329,629
1,432,358 2014
27 762,480 CEO
RSU356,410 2015
40,000
RSU20,000
10
25 25
20
2015 24
2012
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OooooOodd
10,813,867
9,200,000
2006 SBI
c
3.30

2012 12 31 2013 12 31 2014 12 31
$ ) $ - % @

6 o (354)
$ - $ s (361)

RSU
2015
2015
712,480 RSU414,060 CEO
24 RSU7,100 2015 24

RSU31,400
2014
20

2002
2014
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12
2015
2014
2014
2013 12 31 284,779 $ 10.92 $ 5.87
2013 12 31 696,878 $ 7.21
101,000 7.78 5.00
(187,007) 3.64 2.24
(167,699) 8.27 4.86
(67,216) 8.42 4.86
2014 12 31 375,956 $ 8.45 $ 397 6.5
2014 12 31 263,929 $ 6.18 $ 381 5.8
2014 12 31 112,027 $ 13.78 $ 7.25
RSU:
2013 12 31 _
10,000 $ 7.46
2014 12 31 10,000 $ 7.46
2012 2013 2014
— $  5.59 $  8.09 $ 5.00
— $  3.48 $  4.52 $ 5.26
— $  2.81 $  4.89 $  4.86
$ 482 $ 625 $ 482
$ 47 $ 307 $ 886
2014 12 31
RSU: 2015 2016 2017 2018 2019
3,400 2,500 2,500 1,600 _ — 10,000
2014 12 31 RSU
0.7 0.1 2.7 3.4
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2013

2012

0.1

2014
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2014 12 31
12 31
2012 2013 2014
1.0% 1.2%-2.1% 1.5%-2_5%
6.3 6.3 6.2
—% —h —
50%—65% 50% 70%
12 31
2012 2013 2014
$ 247 $ 414 $ 221
334 709 295
$ 581 $ 1,123 $ 516
51
36
2013 12 31
0.5 5,504
2012 2013 12 31
0.1 0.8
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35 30
1.0
2014 2014 30
$ 966
®
(958)
$
12 31
2013 2014
$ 714 $ 925
1,077 774
110 25
363 334
124 224
6 142
- 3
$ 2,394 $ 2,427
- (2,324)
2,394 103
$ 1,114 $ 61
1,280 42
$ 2,394 $ 103
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12 31
2012 2013 2014
$ 169 $ 575 $  (79)
2,478 2,295 2,400
$ 2,647 2,870 2,321
- $ 34 19
- 1) 19
- 13 38
$ 2,647 $ 2,883 $ 2,359
2012 2013 2014 12 31 3.0
0.8 0.6
12 31
2012 2013 2014
34.0% 34.0% 34.0%
_ - 6.8
- - (7.8)
- - 5.5
- - (6.0)
- - 631.7
- 3.7 -
4.8 2.1 (3.6)
38.8% 39.8% 667. 7%
2014 12 31 1.1
2027
0.2
2009
IRS 2009
50
2012 2013 2014 12 31
12
2012 2013 2014 12 31
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2008
Acucela
5.0
40.0
40.0
O) (D) 40.0
2012 40.0
82.5
JDC
i 55.0
a. 2b/3 5.0 2013 12 31
b.
FDA NDA 5.0
c. FDA NDA 15.0
d. 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 (d)
Acucela
2012 2013 2014 12
31 15.4
32.4 49.7 2013 2014 12 31
1.2 2.5
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175.0
Jce
250.0 25.0
500.0 50.0
1.0 100.0
2011
5.0
5.0
BESP
2014 12 31 19.3
BESP 15.0
ASC 605-28
2013 12 31 2b/3
2012 2014 12 31
OPA-6566
OPA-6566
) OPA-6566
OPA-6566
A2a
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2012 2013 2014 12 31
8.1 1.5
2008
2.0
2012 2013 2014 12 31
14.0 12.3
2014 12 31
2012 5.0
2013 2013 12 31
2.0
CEO
CEO
NDA
12
9,200,000 3,636,365
2014 12 31
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12 31
2012 2013 2014
$ 1,122 $ 1,161 (2,006)
11,901 11,964 32,869
RSU 257 391 -
12,158 12,355 32,869
2014 12 31 185,551 RSU
13
2014 6 26
38,723
2015 1 1 2021 11 30 2022 2 22
2015 1.2
2014 9 19 17,488
2015 2 28 2017 2 28
0.4 10
2014 12 31
2015 2016 2017 2018 2019
1,324 1,295 997 968 1,007 2,039 7,630
1,324 1,295 997 98 1,007 2,039 7,630
2012 2013 2014 12 31 0.8 1.0 1.0
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14
2014
2012 2013 2014 0.2 0.3
sBI
3,636,365
15
2014 12 31
31 30 30 12 31
2013
15,980 11,023 14,692 11,252
3,711 (20) 1,420 (812)
999 (20) 382 (812)
0.08 - 0.04 (0.07)
0.08 - 0.03 (0.07)
31 30 30 12 31
2014
10,546 9,086 8,119 7,645
54 71 (,536)® (595)
54 7 (1,536) (595)
- - (0.04) (0.02)
- - (0.04) (0.02)
2014 1.6
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50 2015 SBI
2015 28 2015 31
2015 13
2015
2015
2015 19
2015 24 2015 24
2014 10 14
515,520 2015 15 2015 31
2014 10 14
18 COBRA

18

2015 24
2015 24

2015

50

12

2015 12 31
2015 24 2015 12 31
600,000 2015
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ACUCELA INC,

BALANCE SHEETS
(im thivasands)
Bieeember 31,
2014 p{J K]

Assein
Curremt assels:

Cash und cash equivalents 5 18778 5 13,994

Investmienis #5005 4,945

Accounts receivable from collaborations 5,245 10,262

Deferred 1ax asset | 114

Prepand expenses and oaher curmenl assels 2582 (L
Totnl current assots 14 42,281
Property and equipmienl, net 742 L2
Lang-1emm (hvestents 4033 3478
Long-tenn deferred fax asset 42 1,230
Deferred offening cosis —_ 5,548
Oilier assels 435 149
Total assers 5 16566 5 54 048
Liabilities and sharchilders” equity
Current liabilithes:

Current maturities of contingenly convertible deba, related party L1 — 5 12,000

Accounts payable 441 754

Accrued labilities 4,176 6,579

Accrucd compensation 1,683 3,268

Deferred revenoe from collaborations 6,231 —

Deferred remt and lease incentives 25 67
Total eurrent liabilities 12,556 22569
Commitments and contingencies { Mole 13)
Long-tenn defeered reml, Iease incentives, and others 47 55
Total long=term linbilitics 47 55
Sharcholders” cquity:

Convenible prefermed stock

Series A, no par vilue, no shares authonzed as of December 31, 2004 amd 2,734
shares auihorized as of December 21, 2002 issued and omsulbduq.. ne shares as of
December 31, 20048 and 2,734 sharﬁ:unfﬂmmhu — 2,051

Serees B, no par vitlue, no shares autborized as ui'l.‘mmlbcr 31, 2004wl 17,
shares auhorized as of December 21, 2003 issued and custanding, no shases as of
December 51, 2004 and 17,900 shares as of December 31, 20003 = 13,387

Senies O, no par value, no shares authorized as of December 31, 2014 and 31,81%
shares muthorized as of December 31, 200 3; issued and ouistanding, no shares, as of
December 31, 2004 and 11,807 shares as of December 31, 2003 = 12771

Commion stock, o par valse, 100,000 shises authorized as of December 31, 20014 and
60, (N sleanes wuihorized as of December 31, 2003; issued and owsmanding, 35,809

shares as of December 31, 2004 and 11,971 shares as of December 31, 2003 186,589 1,654
Additional paid-in capital 600 2,728
Accunmlated ether comprehensive loss (361} (7
Accurmulated deficit (3 464) (3, 460)
Total shareholders’ equity 154 363 iL,124
Total liabilities and sharcholders” equity 5 190,966 % 344,045

See accompanying notes 10 finangial stiements
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ACUCELA INC,
STATEMENTS OF OPERATIONS
{im thomsands, cxcept per share data)

Years Endeid
December 31,
a4 FLIR FLl
Revenue from collaberations £ 35306 5 2T S5 46424
Expenses:
Reesearch and developien 25,582 16,405 3604
Gemeral and adminisirtive 10,0082 9,545 7,787
Towal expenses 15,554 45953 0,39
Income {loss) from operativs (188) 65,9494 7055
Other income (Expease, iel:
Interest inpome 19 e 17
Interest expense (15) (116} {135
Other income (expensc), net 37 182 (97}
Toul ether incone {expense), nel 541 188 {208)
Income before income Lix 353 7.182 6,825
Income 1ax cxpense (2,359 {2 583) {2,647}
Mot income {loss) {2,005 4,299 4,178
Net ingoise airisable w participating securilics — 3,138 1,086
Met income {loss) atiributable 1o commaon shareholders S 200§ L1sl § 122
Net income (boss) per share sriboiable 1o common shascholders - =
Hasic 5 (006 % o 5 05
Diluted S O s 0 s 00
Wiighiod average shares used to compuie net income (loss) per share atiributable o
comimon sharcholders:
Hasic Ex 10 11,064 11,500
Dilwed 2869 12,555 12,158

See accompanying notes 10 financial sticments,

F-4
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ACULCELA INC,
STATEMENTS OF COMPREHENSIVE INCOME ([ L¥S5)
(im thousands)

Years Ended December M,

014 T w1z
Met ineomse {loss) S (2006) 5 4299 5 4078
Other comprehensive mcome (loss)
Mt unrealized gain (foss) on secuntics, net of tx of S48, 53 and S0 (354) (7} fi
Coanpeehensive income (loss) 5 (230) 8§ 4292 8§ 4084

See acoompanymg nokes 1o financial stuements
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ACUCELA INC,
STATEMENTS OF CASH FLOWS
{im thonsands)
Cash Mows Mrom operating pctivities

Met income {lassh

Adjastments 1o roconcile met meonse (loss) 1 net cash provaded by operating activities:

Depreciation amd amon zatien
Amonizatzon of deferred fmancing costs
Loy froani thve dhisposal of (ixed assets
Stock-based compensalion
Amoicatson of premam/diseount on madkctable seeuaritics
Drefierred taxes
Excess net tax provision nelated 1o slame-based awards
Changes m aperating assets snd habalines
Aceounts receivable from eollabimitions
Prepaid expenses and other clament asscls
Accoinls payvable
Acerocd labilines
Acerond compsnsstion
Defierred rei umd Jeass imoontives
Drelerred pevenie from eollaboralions
ither asseis
MNet cash provided by aporating aclivilics
Cash flows from Investing activites
Purchases ol marketahle seeurities availabbe for anle
Manarities of marketable secuntics availshle for sale
Atk 10 propeity and eguiprisent
Nt cash wsed in imvesting activities
Cash Mows Trom Ananclag activitie
Procesds from paunscs of common stock
Restrigted imvestments ineome
Excess net tax henefit related 1o share-hased awards
Paymeats for defemred offering costa
Met ¢ash used in financing activities
(Decrease) imcrense in cash nnd cash equivalents
Carshy and cush equivalents —beganning of vear
Cash and cush equivalents—end of vear
Supplemental disclosure
Cash paid for mterest
Cash ru.ini for income taxes
Umpasd deferred offering costs
Restriction of investnsznts as collsteral
Comversion of convertible preferred stock upon [P0
Comversion of contingenthy convertible debe, related pasty, apon TR0

See accompanying notes 1o Anancial sticments,

F-7
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Years Emiled
Teecember 51,

mid pLIRY m:

(2006) 4299 & 4078

S0 53l A6

= — L1

= — T

il Lz 831
LIS 312 o7
2,149 2374 2434

64} = =

4977 (1.562) 3,551
(haTy (443) (1,037)
3133 Lz (0.5
(2.403) 150 1,315
{1.586) R56 e
(250 {264 48
6,231 (2570 570
{865} 122 17
B4 7,246 11246

(200, 134y {21217 1155800

48,531 17,136 12,163
EL [ #0001} (326}
(152,334) (6,581) [3,743)
149,819 fi -
(1R}
= g5 =
(1,545) (3412 (613)
148,274 (3,310) 624y
4,784 (2.25) 5749
13,594 16,635 Q760
IBTIE & 13,074 & 16,619
5 5 420
] HIR 151
5548 W7
(5,759 5,750
28,205
12,000
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ACUCELA INC,
NOTES TO FINANCIAL STATEMENTS
[ Busincss and Basis of Presentation
Business

s

Acuncela Inc. (“we,” “our” and *us”) 15 a clinlcal-stage biotechnology company that specializes in discovenng and
developimg novel drog consdickates 1o potentially treal and skow the progression of sighi=tireienimg ophithalme discases
affecting millions ef individuals worldwide. In 2008, we and Owsuka Pharmaceutical Co, Lid. (“Oisuka™) emered e a
definitive agreement 1o co=develop emixustn hydrochlonide Cemixustal™), our lead compound for dry AMD. Emixustat is in
Phase 2b/3 clinical development in the Unded States.

Use of Extimutes

The prepartion of lnascel staengnes in confonmity with sccounting principles generably accepted in the United
States of America (GAAP") requires mamagement 1o make estomates and assumptions that afTect the amouns reported m te
financial staterments and accompanying notes. Actmil resulis could differ from these estimales,

We aperate m one segiment, pharmuccutical product development. All of our sigmficant assets arc located i the
United Siates. During ihe years ended December X1, 2004, 2003, and 2012, all revenue was generated in the Unied Stanes.

2. Significant Accounting Policies
Revenne Becognifion

Our business strategy mcludes entering inlo colluboration agreements with phannccutical companies for the
development and commercinhzanon of our product candidates. The terms of the agreements may melade nonrefundable license
fees, hunding of research and development aciivities, payvments based upon achievement of developmient milesiones, paymenis
baged upon achievement of revenue milestones, or rovalties on product sales. We recognize revenue when four basic critena
have been mel: (a) persuasive evidence of an arrangement exists: (b} delivery has oceurred or services rendered: (c) the fee is
fixed or determinable; and {d) colbeciability is reasonably assured.

Revemee recognived for the vears ended December 31, 2004, 2013, and 2002 consisis entirely of amounts derived
from our collaboration agreements with Osuka (Sec Nowe 1),

Muritiple Elentent Arrangenienis

Onig collaboriion agreements are mulliple eleiment areangements thal misst be analyeed wo idennily the deliverbles
included in the agreements and determing il the deliverables qualify as separaie units of sccounting. Deliverables are
congiderad a separate unil of pceomting when all af the following eriterin dne met (1) the delivered iem has vilue 1o the
custoanes on 3 slandilone basis and (i) if the arangement includes o general right of rewirn relatieg 1o the delivered item, and
the delivery or performance of the undelivered item is considered probable and substantially within our contral, There are no
rights ol retum in our colliboration igrecments

Armangement consideration is allocated 1o the separate units of accounting based on their refative selling prices. We
Tollow a hierarchy o determine the selling price for cach unit of accounting, determining first i there is vendor-spocific
objective evidence ("VSOET) of fair value (the price ai which ihe goods or services are regulirly sold by us on a siandabore
basisy, [f VSOE of fair vahie is mol available, third-party evidence (“TPE") of vendors selling similar goods or services o
similarly situated cusiomens on a standalene basis 15 used to establish fair valuwe, I neither VSOE nor TPE of fair value exists,
Wi usg our best estimate of the sclling price (“BESP™) for that unit of sccounting. Our BESP represents the price at which we
wiould transact if we regularly sold the winit of acoommting on a standalone basis.

We consider market conditions and entiv-spocific Beiors when cainmting the sclling price, Onee 1he selling price

for each unit of accouming has been established, the consideration received is allecaied wmong the wnits of accouniing based on
their relative selling price, and the applicable revenue recognition critena are applied 1o cach of the separse units, The amount

F-8
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of armmgement consideration allocable io a delivered item that is a separaie unit of accounting is limited 10 armangement
consideration that is fixed or determinable. Paymenis that are contingent wpan the ocourrence of fufure evenis that ane nod
exclusively within our comirol are excluded from the allocable armangemendt consideration uniil the contingency is resobved.

‘When we have continuing performance obligaiions, revenuce is recognized using one of two micthods. Where we are
able o estimate the total amount of services under a unit of accounting and such performance ebligations are provided on o
best-elTorts basis, revenue 15 recognized using a proportional performance model. Costs incwrred io daie compared to total
expected costs are used to determine proportional performance, as this 1s considered (o be represenintive of the delivery of
outputs. Changes in estimates of total expected costs are accounted for prospectively as o change m estimates. When we canniot
reasomably estimate the 1otal amount of service that is 1o be performed. but can reasonably estimate when the performance
obligation ceates or becouies inconsequenitial, a iime-based method 15 used to recopiize revenve. Under the time-based
method, revenue is recoinized ratably over the cstimated performance period of the unit of acooumting, but nod belore the
removal of any camtingencies. [N we commad reasomably estimale when our performance obligatson either ceases or becomes
incosequentiil and perfunctory, then revenue 1s nad recognized until we can reisenably estimate when the performance
obligation céases or becomes meonsequential and perfunciory. Revenue is then recognized over the remaiming estimated persod
of performance. Significant management judgment is requined in dedermiming the level of effor required and the penod over
which we are expected to complete our perfformance obligations under each unit of accounting.

Serhstantive Milestone Paymrenis

Onir collabormion agreemenis contamn substuntive midestones, A substantive milestone s defined as an evend that
meets the following conditions: (1) ene s substaslive uncertmnty on the date Uxe armogement is entered into wbout whether the
event will be achieved; (i achievemen of the event is based i whole, or in pan, ou ather our perfonmance or a specific
outcome resulting from our performance; md (iif) achieverent of the event resulls m additionnl pavment due to us. For a
milestone 1o be considered substantive, the payment associated with our achicvement nmst have all of the following
characteristics: (1) relate solely 1o our past performance; (in) be reasonable relative 10 all of the deliverables and pavment termis
in 1he armangement; and (i) be commensurate with gither our effort required to achiceve the milestone or the enhanced valse of
the delivered ilemis) as a resull of the milestone achicwement.

Substantive mibestone paymenis are recognized as revenue upon achievement of the milestone only if all of the
previous comnditions are met and the milestone payments are nonreflundable. Detenimation o8 o whether a payment méets the
aforementicied conditions imvelves management's judgment, I any of the aforementioned conditions are not met, the resulting
pavmeent would not be considered o substaontive milestome and, Userefore, te resulting payment would be determined o be part
of the allocable armngement considemtion amd would be recogniced as revenue us such performance oblignions are perfonmed
under either the proportional perfonmance or time-based methods, as applicable, and in accordamnce with the policies as
described above,

Ieferred Revenne
Amounts received prior (o sansfving the above revenue recogmiton criteria arg recorded as deferred revenue,
Cash arnd Casle Egueivalents and Investarents

We consider investments in ighly liquad instruments perehazed with an omgingl matury a8 purchase of three
months of less 10 be cash equivalents, The amoums are recorded of cost, which approximtes fair valug, Our cash equivalents
consist of mongy market funds and cerificates of deposit, and money markel funds and corporate debt securities, 31 December
31, 20014 and 2013, respectively

We have classified our enlire investment portfolia, which consisis of corpesate debt sccurilics, conuinercial paper
wind certificates of deposit, as wvailable-for-sale, Avaikable-for-sale securitics are stmted a1 Gair valug as of cach balance sheet
clite based on marke! quotes, and uirealized galis niwd bosses are rellected a3 a nel amount uikler e caplion of secmnilaed
other comprehensive loss, Premnnms or discounts ansing al acquisition ang amortized e camings,

We periodically evaluate wheiher declines i fair values of our invesiments below their cost are other-than-
temporary, This cvaluation consises of several quealitative and quantivmive fesctors regarding 1he sevenity and duration of tee
unresilized loss, s well as whedser it is more likely e nod that we wall hold the invesiment winil secovery of Tis ansortized
cosl basis, Realized gains and losses are calculared using the specific idemi fcathon method. Realised gains wd losses and
declines in value judged 10 be other-than-iemporary are recorded wiihin ihe stienents of income under the caplion ather
INCOANG (CXPENSC).
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Wi consider i invesiment with g mansrity greaier than twelve months from the balance sheet date as lone-lterm and
o maturity less than twelve months as short-term at the balance sheet date.

Acconnts Receivable

O accounds reecivihle, as of December 31, 2004 and 2003, consist of amomis due from our collaborations with
(hisuka. There was no allowance for doubtful accounts for the periods presented, as we believe all oustanding amounis will be
paid based on our contractual amangements with Cisuka and history of successiul collections thereunder and collateral is not
required.

Propersy and Equipment

Property and equipment are recorded at cost, less scoumulated depreciation, We provide for depreciation of
cquipmeni on a straight-line basis over an estimated useful life of fve years, except keaschold inprovements which are
amortized on a straight-line basis over the shoner of the lease term or estimated useful life of the asscts.

Expenditures for maimtenance and repairs are expensed as incurmed.

Long-lived pssets held for use arc subject to an impaimment assessmend whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. 15 the corrving value is no longer recovernble based
upon the mdiscounted future cash flows of the assel, the mnown of the inpairment is the difference berween the camrying
wmoa and the Fur value of the asset. We have recorded no impairment charges for the periods presented.

Fair Volwe

W mieasure and repon al fir value ouwr cash equivalents and mvestment secanties. Fair valoe is defined as (e exchange
prive thal would be received for an assel or pand 1o transfer a lability, an exil price, in the priocipal or most advantsgeous mirket
for the asset or liabality in an orderly tmmssction between murket partcipants o (e messurement date. Valwtion tecloigues wsed
to measure fir value maxiniee the use of observable inputs and minimize the use of unobservable mputs,

The camrying amoanis rellected m the balinee sheets for accounis receivable and accounts pavable npproximale fair
vitlue de fo their shor-lenm nature

Krarck-Based Compensation

Stock-based compensation cost is estimated m the grant dae based on the award's fair value and s recognized on a
straigin line bases ac expense, less cstimated forfeitures, over the requisiie service period, which is genermlly the vesting period.
The fair value of stock options under our equity-based incentive plans (the "Equity Plans™) are calculated using the Black-Scholes-
Meron (" BSM™) opton pricing model. The BSM model requites various judgmental assymptons regardimg volataliny and expecied
opiton life. IFany of the assumpaions nsed i the BSM madel change significantly, stock-based compensition expense for new
mwarde may diTer matersadly from thin recorded for existing aaands,

Ecpuity awards wo ponexecutive emplovees penerally vestand become exercisable over i four-vear period, Equity awards
o exeeutives generally vest and become exergisable over a five-year perioel. In 2004, we begim gruming restricted stock umil
wwitrds o employees.

Research aud Dvelopment Costs

Rescarch and development costs include saluries, fees paid 1o exiermal service providers and coniract reseanch
organizations 1o conduct rescarch and developmcnt activitics, laboratory supplics, loonse fecs, comsulting fees, and travel.
Research and development costs are expensed as mncurred.

Daferred Offering Costs

External costs we ingurred directly pttributable o oar public offerig were deferred and recorded as nongurren
assets and were offzel againg the procecds of our 2004 mitial public offering.

401ik) Retivement Plan

W sponsar an employee rerirement plan under Section 401(k)of the Tmemal Revenee Code of 1956, as amended,
All employees who meet minimum eligibility requiremens are eligible o panicipize in the plan. Beginning in 2013, we maich
5% on the lirst 6% of employvee comtribureons mude 1o the plan. In January 2015, the Board of Direcrors alse auhorized 1
non-cleciive discretiomary emptoyer comiribution of 304 million which vesis over & fowr-year period, based on employes hire
dates,
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Tncome Taves

We recogniee deferred tax assets and liabilities for the expecied future tax consequences of events that have already
been recognized in the financial statements or tax refums. Excess tax benefits associated with stock oplion exercises and other
cquity awards arc credited to stockhelders' equity. Deferred fux liabilitics and asscts are based on the difference bebween
financial siztement carrving amouwnis and the wx basis of asscts and liabilitics, operming loss, mnd tox eredit carryforwards and
ure measured using enacied tix mics expecied to be in effect in the years the differences or cammyforwards are anticipaied to be
recovered or seitled. A valuntion allowance is cstablished when we believe thai i is more hkely than net that benefits of the
deferred tux asseis will not be realized.

3 Recent Acoounting Pronsuncements

In My 2014, the Financial Accounting Standards Board issued Accounting Standards Updute (" ASU") 2001 4-000,
Revere from Coniracis with Customers. Thas ASU amends the existing accounting standards for revenue recognition. Under
the new revenue recopmition model. a comparny should recopniee revenue to depict the ransier of promised poods or services
o customers 1 an amount that reflects the consideration towhich the company expects to be entitled i exchangee for those
goods or services. The ASU s effective for annual reporting periods beginning after December 15, 2016, inchsting interim
periods within thit reporting peniod. Early adoption s not permatted. The amendment may be applicd retrospectively o each
prior pericd presented or retrospectively with Uhe cumulative effect recognized as of the date of initial application. We are
currently evaluating the ransition altermatives and impact on our fimncial statements.

4, Cash and Cash Equivalents and Investmenis

Cash, cash equivalents aind investmeins al December 301, 2004 aind 200 3 inclade all cash, moiey markel fisids,
corparate debl securities, commercinl paper and cerificales of deposit. We consider aur bivvestiments as available-for-sale,
Avaalable-far-dale securities are stmied ol fair valie. Fidr value is defined a5 (e price teat would be received to sell jn assel of
i o eransler a labiliy inoan ordedy imnsaction between markel participasts o the measurement die, To increase the
comgarmbility of fair valee measures, e Following hicearchy priositiaes e inpins 10 vilustion methodologies used 1o measire
Tair value:

Level 1—Cruoted prices in active markets for identical assets and labilities,

Level 2—Inputs ather than Level | ihar ane observable, cither directly o indirectly, such s quoded prices for simatar
assels or labilities: quoted prices in markets that are nol wctive: or other inputs that are observible or can be
corroborated by observable market data for subsamially the Dl weom of the asses or liabilites, and

Level 3 Unobservable inputs in which there is linle or no marke! data available, which requines us 1o develop our
LTS LIRS

We meeasure the Cair value of money markes funds based on quoted praces in active markets foe sdentical assets or
Hiabilivies, All other financial imssnanems were valued gither based on recen irades of secunities in inactive markels or based on
quoted market peices of similar instruments and other significant inputs derived from or corrobormed by observable market
data, We did not hold any financil instraments culegarized az Level 3 as of December 31, 2014 or 2003,

Cash and eash equivalents and investments a3 of December 31, 2014 and 201 3 consisted of the following (in
thousandsp;
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Degrmber 31, D014
Girs Unpraliced

I oy o Vahue
Cash 8 T67T 8 — 8§ — 5 THT
Level | Securities:
Maomcy market funds 17,771 — —_ 17,771
Level 2 Securities:
Commercinl paper 15592 2 (1) 15,993
Corporate debi securities 131 586 — (393 131,188
Certificates of deposit 22115 4 L] 22 1iHi
5 IEE23]1 & 6 & (418) % IKT.%19
Decomber 31, 2013
Giposs Unrealived
Amsrtired Halilisg Halilisg Fair
[N Loy ey Value
Cash 5 868 5 5 5 H6%
Level 1 Securities:
Money market funds 12,500 . — 12,501
Level 2 Secunibies:
Commercial paper 10 1 - 1100
Coaporate debt securitics 12,100 — (4 12,0897
Municipal bonds [{TA] — — [k ]
Certificates of deposit 5,235 2 (ki) 5,128
$ 32429 3 I 5 {13 3 32419

As off December 31, 2004, 552 mulhon of centificates of deposi and S8 5 millon of corporate debl secunitics
mrure in greater than ane year, bt less than wo years. There were no lnvesiments which were in an unrealived loss position
for a penod of twelve months or more. All other ivvestment securities hebd m December 31, 2004 mature within 12 months.

Murket values were determined for each individual secunity in the investment portfolio. The declines in value of
certain of tese mvestments are primarily related to changes in interest mates and are considered to be temporary o mure. We
evaluate, among other things, the dursion and extent to which the fair value of a secunity is less than its cost, the fiancial
condition of the issuer, and our mienl to sell, or whether it is more likely than not we will be required to sell 1the secunity before
recovery of the amortized cost basis. We do not consider tiese mvestiments o be other-than-temperarily impaired as of
December 11, 2014,

5 Property and Equipment
Property and eqquipment as of December 31, 2004 and 2013 consist of the following (in theusands);

December 31,
104 2013

Laboratory equiprsent % 2910 % 3844
Lexschold improvements 1,812 1,812
Ohee furminere wd equipmcn 497 457

5219 5113
Less accunilated depreciaion and amortizalon (4477 {40001}
Propeny and equipment, net 5 42 5 1,012
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6. Contingently Convertible Deht with Related Pariy

The contingently convertible debi was sutomaiically converted imo 3,636,363 shares of common stock wpon the
closing of par 2014 IPO. The number of shares issued upon conversion was determined by dividing the principal of the noie by
53,30, which was subject 1o adjustiment Tor any subsequent recapitalizntions, stiock combinations, siock dividends, or siock
splils.

5B Holdings, Inc. (m related partyp, the holder of the notes and one of our sharcholders, received payment for
inkerest, at approximately |%% average mlerest rale, on the unsecured promissory notes of S0.4 million in the year ended
December 31, 2012,

T Sharcholders” Equity
Comman Nock

Onr articles of incorporation, as amended and restated, anthorize us to issuc 104,000 (86 shires of comumon stock
without par value.

In February 2014, upen the closmig of our IPO, all shares of our cutstanding convertible preferred stock automatically
converied into 1081 3,867 shares of commaon stock. W issucd 9,200,000 shares of comimon stock for aggregate proceeds
of $142.0 million from the IPO, net of underwniters' discounts and commissions, and offering expenses. [n addition, upon the
closing of the PO, 512.0 million of cwstanding principal underlving convertible notes that we issued to affilizes of SBI
Heldings, Ine. i May 2006 aulomatically converied e 1636365 shares of common stock, after an interinediale conversion
into Series C prefemed shares. The number of shares issued upon comversion was determined by dividing the principal of the
node by 5330,

Changes in Acewmulmied (Wher Comprelensive Loss i Uronsands):
Years Emided Decemsber 31,

4 s 2
Beghmiing bilince -1 { % — 5 [l
Current period other comprebensive gn {bessh, net of tax (354) 7 [
Ending balance % (3611 % [ —
The clanges b accuimilmed other comprehensive 1oss nelate to unireilized holding gabis and losses in available-fos-
sale securities.
H, Stock-Basal Compensation
Eguity-Based Fivcentive Plas

The Board has adogied and approved eqmity-based incentive plans (ihe “Equity Plans™) which provide for the
issuanee of nondqualified and incentive stock options to enplovees, bourd members, and consultants 1o acquire shares of
comanon stock, The Equity Plas also allow for the ssuance of restricted stock and restriciod stock units ("RSUS™),

As of December 31, 2004, 2,320 629 shares of common stock were reserved 10 be issued in conjunction with the
Ecpuoty Plans. On Tapuary 1, 2005, an addivonal 1,432,358 shares were reserved for sssuance wnder (he evergreen provision of
the 2014 Equity Incentive Plan. On January 27, 2005, we granted 762 480 options, including 712,450 epiions 1o owr CEO, and
414060 RSUs, incheding 356,410 RSUs which were granted w our CEC, On Febngary 24, 2015, we granted 7,100 RS0, On
March 24, 2005, we gramied 40,000 options o our Viee Presiden Finance and 21 400 RSUs, including 20,000 R5LUs which
weere granted 10 our Viee President Finance. AN equity awards were granied under our 2004 Equity Plan

The 1erm of cach option i wn years, Equity awards 10 nonexecutive emplovess gonerally vest and become
exercisable over a four-vear period, with 25% vesting after one vear and 25% vesting annually therealler. Equity awards 1o
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cxecutives generally vest and become excreisable over a five-year period, with 207 vesting afler one year and 20%, vesting
annally thereafter. The option agreements inclede restrictions on the sale of shares scquired by the exercise of oplions. W
currently wse authorized and unissucd shares 1o satisfy share award exercises or restricied stock unii vesting events,

Amrendments to Equity Incentive Plans and Share-based Awards

Om March 24, 2015, our Board approved amendmenis to outstanding equity awards granted under our 2002 Siock
Option and Restricied Stock Plan, ouwr 2002 Equity Incentive Plan, and our 2004 Equity Incentive Plun to our cmployees,
execulive officers and non-cmplovee members of our Board, The amendments provide thal for cmployecs and excoutive
officers, il we undergo a chunge in control wid their cnployment is terminaed withont Cause or for Good Reason (as such
tenns are delined in the severunce and change in contrel agrecment), ten any wvesied portion of the awards beld by
cmployees and exccutives will become immediately vested.

In addition, our employecs, executive officers and pon-employee members of our Board will be permuitied to
exercese their awards op 1o twelve maonths alter their termiation. We expect (o recopniae imcremental stock-hased
compensation expense m the first quarier of 200 5 related 1o the modification of these awards.

Future grumis undcer our 2004 Equity Incentive Plan will include these provisions as well.

Duriig 2014, the followrig activity occurred under the Coiipany's Equity Plans:

Wiighted
Weighted AviTRpe
Average Welgheteal Inarinsic Hrmalning
§ _ Exercise Average Girami Value {im Cantracimal
Stk aptions: Ciptbons I'rice Date Falr Value  thowsamids)  Term {in years)
Unexercisable, December 31, 2013 IR4TTH S YR % 5%7
Oustanding, December 31, 2003 HO6,5T8 7.21
Gainled (LR 7.7% 5 b
Exercised {187.007) 164 224
Forfened { 167 695 £27 4,36
Expired (67,216) 842 4,86
Cutstanding. December 31, 2004 i75956 8§ R4S s 37 6.5
Exercisable, December 31, 2014 263929 § 68 $ 31 S8
Ungxercisable, December 31, 2014 112027 & 1378 § 1.25
Welghited
Avemmge
Carami
RSUs: S vl
Ouistanding, December 31, 2013
Giranted 10000 & Td6
Forfeied -
Expired -
Oustanding, December 31, 20014 0000 S Td6
Supplementa] infarmsen is presented bolow
Supplemental Information T4 2oy il
Stk it
Weighted average gramt date fair valee pee share - granted 5 500 % 0o % 559
Wieighied average gramt dae fair value per share - vestied 5 5l % 452 % ER L
Weighted average gramt date fair valwe per share - forfeied 5 486 § 489 § 151
Towl Tair value of oprions vesied (in thousands) 5 482 § 625 § 482
Total imrinsic vilue of options exercised (in thousands) 5 1L w7 s 47

Scheduled vesting for outstanding resiricied slock units o December 31, 2404 15 as lollows:
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RS0 lnls ol miT 1K 2019 Thereafter Todal
Scheduled vesting (shares) 3,400 2,500 2,500 1604 — = 10,000

As of December 31, 20014, there was 50.7 million and 0.1 million of unrecognized compensation cost related to
nonvested options and RSUs granted under the Equity Plans, respectively. That cost s expected to be recognized over a
weighted average period of 2.7 vears and 3.4 vears, respectively.

The air valuee of stock options granted for the years ended December 31, 2004, 2003, and 2012 was caloulmed
using the Black-5choles opiion-pricing model and applied the following assumpdions:

YWears eoalel Devembser 20,

n4 LB i | B
Risk-free interest rate 1.5%=2.5% 12%=2.1% 1%
Expected 1enm 6.2 years 6.3 years 6.3 vears
Dwvidend yield —% —%% —"
Expected volaility Ti¥ 50y 650

Risk-Free fnteresi Rate. We base the risk-free interest mie used inour option-pricing model on the implied vicld
currently available on U5, Treasury issued with an equivalent temi, Where the expected term of our stock-based awards does
nod correspond with the term for which an interest rate is quoted, we perform a strmght-line interpolation to determine e e
fran the available term mamrine.

Expeeted Term. The expecied tenm usod in ouwr opton-pricing mode] represents the pernod thal our stock-bused awiarnds
wre expected 1w be outstanding and 15 determined based on the simplified method. The suwplified method wses a simple avernge
of the vesting and original contractual terms of the optivn. We use the stmphified method 10 determine the expected option e,
since our stock option exercise expencnce docs nol provide i reasonable basis upon which to estimate the expected option
{20118

Ihviglerd Foeld, W liave never padd cash dividends and have no present intention 1o pay cash dividends in the liire,
Accordingly, the expecied dividend used in our oplion-pricing model s mero.

Expeeied Volaiiline. The volatibiny Eacior used in cur option-pricing model is estimated using comparable public
comgpany stock volatliny,

Swck-based compensation s bchieded inoour statements of operations as fellows tuneas in osands):

Years Enbed Decomber 31,
o4 o m:
Hesearch and development 5 21 § 414 5 247
General and adminisirative 295 T RS
Tatal b il 3 L1233 § 581

Farnner CEQ Equily Agrevment

We have an employment agreement with De. Ryo Kubota, Until our IPO, we were obligased pursuant io the
cimploymen agneement fo grant stock options or allow D Kubota to purehase restricted shases of common stock as ofien as
necessary io mamiain Dr. Kuboa's equity position in our company equal to ai beast £1%% of our issued and ouistanding voting
common siock on an as-convened basis. The shares under these awards are subject 1o repuschase provisions that lapse quarierly
over 36 monihs from ihe daie of grani. The purchase price of each stock grani could be made by an interesi-bearing full
recoairse promissory note. Per the terms of the emplovment agreement, we were obligated (o persodically pay Dr. Kubota cash
bonuses consisting of prineipal and imierest amounis due under such promissory noics and additional faxes incurred by
D Kubota as o result of receiving such bonuscs, if any, Compensation cxpense related (o this arangement is included in
general and adminisimtive expense,

Druring the years ended December 31, 2003 and 2012, in connecnon with siock option exercises, we entered ino a
restricied stock purchase agreement with Dr. Kubota for the issuance of 11,452 and 5,504 shares, respectively, of our common

stock in exchange for a three-year promissory note in the wdal amount of $0.5 million and 50, 1 million, respectively.
Concurrent with the execution of a resiricied stock purchase agreement, we paid a boms to Dr. Kubota, which was in tum used
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to repay the promissory node and as compensation for taxes associated with the award. During the years ended December 31,
2003 and 2013, we recorded approximately S008 million and $0.1 million, respectively, in conmpensation expense in connection
with the gward. This armngement terminzted with the completion of our PO in 2004,

9. Strategic Restructuring

In Oetober 2013, we announced a plan fo reduce expenses, including o workforce reduction, s a resull of the
termination of the Rebamipide Agreement {see Mode 11). The plan resulted m a reduction in force of approxinmtely 35% of our
total worklorce, or approximately 30 employees, effective lmuary 1, M14,

As a result of this workforee redisction, we recorded a 51,0 million charge in 2003 in gencral and admimsiraive
cupense, relnied to severance, other termination benefits, and outplacement services. The cash outlays related to this charze
primanly took place in the first six months of 20014 and activities were complete as of June 30, 2014, The following tble
summarizes the utilization of the restructuning liabdlity (in thousands):

S cimmie aid
Other
Trrminatisn
Teemefits

Balance, December 31, 2003 b1 ity
Adpusiments [E4]
Cash payininls {958}
Balance, Decemnber 31, 2004 5 —
1. Income Taxes

Dreferred tux assets arise from temporary differences between financinl and tax reporing. We have establislsed a
viluation allowance because it is more likely than not that the defermed 1ax assets will expire before we are able 1o realize their
benefits or the future deductibility 15 uncertam, Persodically, the valuation allownnee is reviewed and adjusted based on
managernent's assessments the realizability of deferred vk assers. During the year ended December 31, 2004, we recorded a
partial valuation allowmsce of $2.3 million against our deferred tax assets due 1o expecled fure losses o o result of our new
sirategee plan. Our Board of Directors approved a new stralegic plan that includes conmmencement of development af certain
proprctary prechncal prograns of ie=lcense opportumities. Because (ese oppormnities will be developed independently, our
development expenditures on these programs will not be funded by collabomative pariners and we expect et our total research
andd development expenses will mcrense ad that we will mcur wel [085es [rom our aperaing actvines.
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Deefierred tax asseis are as follows (in thousands);

Iecember 51,
Ini4 Znli
Defierred 1ax asscis:
Rescarch and developmem tax credit carrylorwards 5 95 3 T4
Compensation T 1,077
Deferred remt 25 [RLH
Allemative minimam iax credits 114 6
Propeny and couipment 224 124
Unrealiced losses 142 1
Other 3 -
Toinl deferred tax assel 5 2427 3 1394
Less: Valuation allowance (2,324) —
5 03 % 204
Reported a5
Current deferred 1ax asset s 6l % 1114
Long-term deferred tax asset 42 [, 280
5 103 5 2304

For the year ended December 31, 2002, we had taxable income that wis offset by the unbization of the NOL.

The companents of e tax expense (henelit) ore as fallows (in thousmmnds )

Years Ended December 31,
24 Inls iz
Federal:
Current £ ) % 575 & 169
Delerred 2 40 3 398 >478
2321 24570 2647

Sine;
Current A 19 % id % =
Delerred 19 20 —

% 13 =
Total % 1359 % TH%Y S > 67

The tax benefit associated with the wtilization of loss carry lorwards was S006 million, S0.8 pllion, aed 53,0 millon
the vears ended Deceinber 31, 2004, 2013 and 2012, respectively.

I'he reconciliation of the staiutory federal income x re 1o our effective incame 1ax rafe 15 as follows:
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Yrars Enided Decembaer 31,
2014 013 o1z

Stwuiory rale LR 3407 LR N
Stnle incoane taxes . — —
Stock compensation (7.8} — —
Other permanent ilems 55

Mecals and enteriainment T.1 — —_
Retum o provision ilenis (L — —
Viluation allowance 631.7 — —
Loss camyforward adinsiment — 37 —_
Oiher, net (3.6 2.1 4.4
Effective {ax mee 67 7% 10.8% IR R

As of December 31, 2004, we had rescarch and development tax credit carryforvards of 51,1 million. The
camyforwards are available to offset Nuture tax liabilitics, The research and development tax credits begin to expire in 2027,

Approximately $0.2 million of the rescarch and development tix eredit carmy forward relates to i deductible stiock-
based conmpensation in excess of mmounts recognized for financial statcment purpoeses. To the extent that rescarch and
development tax credit cammyforwards, il realized, relate o stock-based compensution, the resulting tix benefis will be recorded
to sharcholders' equity, rather than o resulis of operations,

We file cur income tax retum in the ULS. federal junsdiction, We are no longer subject to ULS. federml tax
exammations by tax authorities for the years before 2006, However, the Internal Revenue Service (°IRS™) could adjust certain
unused tax atributes carmied forward froom fax yeurs prior (o 2006,

We recognize the tax bepelit from an wseceriain tax position only il is more likely than ot that the G position will
be sustained on examination by the taxing authonitics, based on the technical merits of the position. The tx benefits recogmired
in ihe financial stalements from such a position are measured based on the largest benefii that has a greater than 50% [ikelihood
of being realized upon ultimate scttlement. However, there are no material unrecognized tax benefits as of December 31. 2014,
2013, and 200 2. Furihenmore, we do nol anticipate any significant changzes m our unréecognized tax bemefits over the next 12
months.

We recognize interest and penaltics related to our liahilities for uncertain tax positions in income 1ax cxpense,
However, during the years ended December 31, 2004, 2003, and 2002, we did not have any accreed ivercest or penaltics
associated with any unrecognized tax benefits,

1. Collaboration and License Agreemenis
Emixastor Colfaboration

I 2008, we entered into o definitive agreement with isuka o co-develop and commercialize emixusiat, our
comgound, for the dry form of AMD mnd for other potential mdications i the United Stmes, Canada, and Mexico ¢ Shared
Territory™). Under the agreement, we retained all nghis in Europe, South America, Central America, the Canbbean, and Africa
(~Acucela Territory™), and Msukn sequired the exclusive development and commercializtion rights to the compound in Asia,
the Middle East, and selecied markets in the rest of the world {“Oisuka Territory™). Otsuka puid us a 3.0 million
nonrefundable up-fronit license liee upod its entry ko the agreement

Unaber the agreement, Osuka agreed to fumd all development activities in the Shared Temiory through Phase 2, up
to S40.0 mlhion. [fthe Phase 2 dovelopment costs excced 54000 mallion, (Msukn conld have, ot its sode discretion, either
(1) terminaed the wereement or (1) contimued the agreement and share equally with us all Plase 2 development costs in exeess
of 5400 million, fn 2002, the cost of development activities excesded S40.0 million and Onsuka apreed (o contime the
mgreement and squally share development costs with us, Phase 3 ¢osts are to be shared equally by Osuka omed us under the
agreement, In addtion, under the agreement, we have the podential 1o receive developmient mabestones (aling S52.5 million,
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The co-development portion of the agreement is governed by a Joint Development Commitice (“1D2C7). We may cam
development milestones as follows:

i Initial Indication—3555.0 million

i S50 mullion wpon mitigtion of a Phase 2b'Y chimical trial in the United States (recoived m the year
ending December 31, 20013)

b. S50 million upon mitintion of a Phase 3 clinical tnal m the Umted States, or ihe filing of a New
Drug Application (“"NDRA™) with the FDA m the United States, if o second Phase 3 clindeal trial is
not needed

¢. 5150 million upen fling of @ NDA with the FDA in the United States
52000 million upon receipt of approval by the FDA of an NDA i the United States
¢ ST million wpen receipt of approval by the regulatory authority of a marketing approval
wpplication in Japan
i, Second Indicilion—527.5 million
o 550 million upon mitintion of a Phase 3 clinical trial in the United Siates
57.5 million upon fling of an NDA with e FDA in e United States
S10.0 mullion wpon receipt of approval by the FDA of an NDA o the United Staies

S50 million upon receigl of approval by the regulatory authority of & marketing approval
application i Jepan

B n T

Under the agreement, Otsuka will fund our share of the Phase 2 and Phase 3 development costs: in the form of a
secured promissory nole. The promissery node provides that (ad mierest will sccrue daily and be calculased on the basis of 360
days per year and be payable on all amounts advanced to us from the date of advance until paid i full; (b) wnpaid interest will
compoutid annually; and {c) the applicable interest mate will be adjusted quanery to reflect the then-effective mile equal o the
three=month Lomdon [merBank Offered Bate (“LIBOR™) m the “Money Rates™ colwmn of The Wall Street Journal as of the first
business day of each calendar quarier, plus 3% omd (d) all amounts are payable in U5, dollars. The sgreement includes o
security interest agreement that grmis Otsuka 2 first prioaity iserest on our inlerests in oet profits and royvalty payments, and on
our inerests im ownership of the related collaboration compounds and collabortion products and the underlying imellectual
property mghis, both in the Shared Termtory and the Acucela Terntory.

The lown is repayable only in the event that proceeds are generated by any future product sales under the
collaboraton agreement or by e sake or license ol collaboration compounds and collaborton products developed under the
agreement outside Norh America and Osuka's sole wermitory.

As the agreement contmns ¢lements of Nunded development, we evaluated the agrecnen) to determine if ous
obligation 1o Oiulka under the secured promassory role should be accounted for as a labiliy to repay a boan or as an obligation
to perform commetual services. To conclude that o liability 1o repay @ loan does oot exist, the trensler of the fncal risk
mnvelved with research and development froan us to Cisuka muast be substantive and genuine. We have detenmingd thit our
obligation 1 Osuka should be accounied For as an oblipntion 1o perform contraciual services beeause repavment depends
sodely on the results of developnsent having future econommnc benefil. Consequently, amounts received from Oisuka for our
share of development costs under the sgreement are recopnized as revenug, Through the vears ended December 31, 2014, 2013,
and 200 2, we had recognized cumulative revenue of approximately $49.7 mallion, $32.4 million, and 5154 million
respectively, which is comingently repavable as deseribed above. As of December 11, 2014 and 2003, the contingently
repayable funding has accnsed 52,5 million and 51,2 million of nterest, respectively, which i contingemly repavable along
with the above.

Upon commengiinlizalion, we ey sxerciss our oplion 1o co-promate i the Shared Termitony on a country-by-country
basis. In mnrkets where we opt 1o co-proiote the product, Otsuka and we equally share ol ¢xpenses wid profits from sakes of
the product in the Shared Territory, 11 we do nol €lect 1o co-promote in a counlry or coumries in the Shaned Territory, Olsukin
shall pay us rovalties on (the il aggregate iel sales of collaborgtbon prodisels in the couilry of couiteies i the Shared
Terriory for which we did nol elegt 1o paricipate in co-promedion. Each party shall pay the other party a rovalty of 2% on
aninzal agerenate nel sles of collabonion products in their sole terrilories, In additien, we lave the potential 1o feceive net
sales milestanes 1oniling 31750 million. The co-proanotion prrangement is governed by i Joint Commercilization Commitice
(“JCC™). The milestones are as follows:

i Al Indications

8. 8250 milthon upon reaching S250.0 million in aggregate annyal worldwide sales of all collaboration

prodiscs
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b, 55000 million wpen reaching S500.00 million in aggregate annual worldwide sales of all collaboration
produscts

¢ S100.0million upon reaching 5 1.0 billion in aggregnie amnual worldwide sales of all collnboration
produscts

The agreement also includes 4 threc-year research progriem (the “Research Program ™), the purpose of which was 1o
identify a sccond indication for the lead collaborative compoand and 1o conduct development on a backup compound for the
collaborative compound. During the three vears of the Rescarch Program, which ended in 20011, Otsuka paid ws 5.0 million per
year, payable on a quarierly basis, The agreement also provides Oisubka with a right of first negotiation o license new
compounds discovered or developed by s (independent of the collubonition sctivitics) during the agreement lemmn.

Our agreement with Otsuka 1s a mulople clement ammangement, and we have determined that the clements within the
arrangemient consisl of e license, the Research Prograny, and research and development services.

The license granted to Casuka was detenmimed 10 be a separate unil of sccounting because 1t has value 1o Otsuka on
u stundalone basis. Becouse Otsuka muy license and develop the intellectunl propeny independent of the development or
rescarch program services thot are 1o be provided by us, we conducted a net present value valuntion of the license, and 1t was
determined that the estimated standalone selling price for the license at inception of the agreement excecded the armengement
consideration received for the license fec. Since the value assigned to o delivered clemem canmol exceed the armngement
consideration, the amangement consideration of 350 million due and paid upon execution of the agreement was assigned o the
licensc.

W huve determined ihal the activities associnied with development meet the criterion for a separate unit of
nccouming, since these services have value to Otsuka on a standalone basis. BESP is based on the Company s anilysis of the
vilue of the services provided and consideration of the fees charged by third party vendors for similar development services
wnd represent our BESP. Revenue from development effonts is recognized as services are performed. In the vears ended
December 21, 2004, 2013 and 2012, we recognized 5354 million, $3%.2 millicn and $19.3 million, respectively, of revenue
nszocmted with development setivitics.

We have determimed that the activities associted with the Rescarch Program micel the criterion for o sepanle unit of
neoounting. since these services have value 1o Otsuka on a slandalone basis. The types of services comemplaled under the
Resecarch Program may be performed by a thind party. We have determned that the fees charged for the research services are
comgeelitive will the price other third-pary vendors chanze for sinilar research services. Our BESP of the selling price for the
Rescarch Program was $15.0 million, which equals the agreemen considertion. Revenue [rom the research activilics was
recogmized under o proportionsl perfomumce model,

We evaluated the development and net sales milestones in the srrangement and deterinined than they each meet e
erilerin of 4 milestone under ASC 60528, Revewnine Receamnilion-Milestone Method, We recognize consideration thal i
cotlingenl upon achievement of a substantive milestone in ies entirety in the penod in which the milestone i= achicved. During
the vear ended December 31, 2013, we received and recopnised as peverie the 55.0 million milestone paviienl associaled with
the mitision of the Pliase 2b/3 clinical trial. No development or tet sales milestones were aclieved during the vears ended
December 31, 2014 of 2012,

CIPA-G566 Collaberation

I 2000, Oesuka and we emered bnto a definitive agreement 10 develop OPA-G566, Otsuka’s proprietary compound
for the reatment of ghweone. The agreement grants us an opt=in right 1o co=devebop and co-promote OPA-G566 i the Unied
States. Uniil we exercise our opt-in right, Cusuka will have responsibility for directing development activities and costs. Upon
our exercise of the opt=mm right, Otsuka will grant us additional opt-in cights, which mclude: (1) the right 1o co-develop and co-
proanote CPA-6564 for ophihalmolegical indications in the United States other than for glaveema; (2) the mght wo co-develop
i co=prommote new fommulanons of OPA-G66 for glosconn in the United States: and (33 a righ of first negotiation 10 co-
develop and co-prosnate other adenosine A2n receplor agonist compounds for the rreatment of ophthalmologic diseases in the
United Sames,

We cvaluaed the apgreenent and determined et the developasent sctivities wider the agrecimen ropreseiied the
only deliverable under e arrangement. Revenue from development activities is recognieed a5 services arg perfonmed, Duning
the vears ended December 31, 2014, 20103 and 2002, we recognized 30, 51,5 million, and 58,1 million respectively, of revenucs
in performance of the agrecment.

Rebamipide Collabaration
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In 20082, Oesuka and we entered indo o definitive agreement 1o co-develop rebamipide, Otsuka’s proprictary
compound for the treatment of dry eyve. Under the agreement, the parties agreed to collaborate in the clinical development
ctfors for rebamipide in the United States. Otsuka paid us a 82,0 million up-front payment snd, under the agreement, we had
the potemieal 1o receive climical development milestomes and royalties on net sales of the product in the United States and the
European Union. Under the agreement, Cesuka was responsible for all clinical developmeent and commnercialization expenses.

We evaluated the agreement and determined that the clinecal development activitics represented the only deliverable
under the amangement. Revenue from chinical development ¢ffons is recognized as services are performed. During the vears
ended December 31, 2004, 2013 and 2012 we recognized S0, $12.3 mallion, and $14.0 nullion, respectively, of revenoe
assocmted with the rebamipide clinical development activitics. We evaluated the development milestones under the agreement
anid determied thal they cach meet the cnitenia of a subsiantive milestone. We recopniee consideration thal is contingent upon
achicvernent of a substantive milestone m its entirety in the perod i which the milestone is achieved. No development
milestones were achieved dunmge the vear ended Decernber 31, 2004 [n 2012, we received and recognized as revenue the 5.0
million milestone payment associated with the imtiation of the Phise 3 clincal tmal.

In September 2003, Oisuka clected to end its rebumipide co-development agreement with us, As a result, we
recognizcd as revemee, in the vear ended December 31, 2003, o S2.0 million upfrom paymend from Otsuka that had been
deferred due to refund provisions. These refund provisions expired with the end of the co-development agreement.

Continned Tnvalvement of the Former CEQ

The Company s two remaining collaboration amangements with Otsuka require (he contiming mvelvement of our
Chuirmn and Founder and former CEQ, Dr. Ryo Kubotu. In the event of the departure of Dr. Kubots from the Company or 2
change in his role or responsibilitics with the Company, the armangements are subject to tenmination, at the option of Otsuka.
The Compuny lias consuled with Otsuka regarding its trunsition of the chiel exccutive officer role from Dr. Kubota to Brinn
FCallnghan. The Company 15 curmently discussing with Cisuka (o amend the Emixustal Agreement to remove the clauses
permitting Chsuka to lermimate the agreement due 1o one ol the provisions relating 1o Dr. Kubata. Oisukas has given the
Company verbal assurmnces that they do not intend 10 exercise their right 1o eminate the Emisastan Agreement based on Dr
Kubotw's changed mle. For each agreement, this provision expines upon the approval of the NDA for the first imdication in the
United Sales.

12. Net Tncome {Loss) Per Share

Mel income (lossh per share attnbutable 10 common sharcholders is presemed in conformity with the two-cliss method
required for participating securities for periods in which we have net mcome. Prior ta the IPO, all senes of convertible
preferred siock were considered 10 be pariicipating securities, as the holders were entitled 1o panticipate inany dividends prior
wnnd in preference to dividends declared or paid on the common stock, Undistributed camings allocated 10 these participating
securities were subtracied from pet income In determining net income atiribaiable 10 common sharehodders.

Immediately prior wo the closing of our 1PO, all oumsianding shares ol preferred stock were convenied o common, We
esgued 9,200 000 shares of common stock in the [FO, In addition, 3,636,365 dures of common stock were isssed upson e
canversion of the comingemly convertible debd beld by o related party, As a resull, as of Decermber 31, 20014, commaon stock is
our anly anstanding class of capital siock.

Basic nel income (boss) per share is calculmed by dividing net income auribatable 1o common sharcholders by the
weighted average mumber of shares owstanding for the period, Dilwed net income (loss) per share is caleulared by dividing ney
incoane (loss) annbutable w common sharcholders by the weighied average mmber of shares of the common siock owstanding
and other dilutive securities owstamding during the period. The poteniial dilwive shares of our common stock include the
cxercse of outsmnding siock options et are dilutive o resiricted siock units,

The following tables reconcile the numerator and denominaior used 1o caloulate dilwed nel income per share Tor the
penods presented (10 thousands):

F-21

126/141



EDINETOOOO
OO000DOo0obDOo0o0oo00boo0gOooo(esoedo1)
oOoOooodn

Tahle of Crments

Yrars Enided Decembor 31,
old A iz

MNumerator:

MNet income {loss) atiributable 10 commion sharcholders 5 (2,006 S 1,161 § 1122
Denominaion

Weighted overage shares outstanding—basic 12869 11,5964 115400

Dilutive effect of steck options and R5LUs — 391 257

Weighted average shores outstanding—dilied 12869 12,355 12,158

For the year ended December 11, 2004, 185551 stock opiions and RSUs were excluded from the calculation of
diluied et income (loss ) per share becanse the impact was anti-dilutive.

13 Commitments and Contingencics
Lewses

Wi lense Inboratory and corporute office space under operating leases, On June 26, 2004, we entered into an
agreement for the lease of approxinutely 38,723 square feet of office space in our headguaners building in Seattle, Washingion.
Thee term of the lease commenced on Jumeary 1, 2015 and, subject 1 the terms of the lease, will expire on cither November 30,
2021 or February 22, 2022, We received a lenam leaschold improvemment allowanee of 1.2 million in connection with the
commencement of this lease in 2015,

On September 19, 2004, we entered into an mmendment of our lease agreement for the lease of approsimately
17 488 square feet of laboratory and office space in Bothell, Washington. The amendment exiended the expiranon dae of the
original lemse from Febnuary 28, 2005 10 February 25, 2007 and reduced the basic annual rent 1o approximately S04 million,
subgect to adjsiment pursnant 1o the terms of the lease. The lease apreement includes an optien to wenminate the lease 1zn
months early.

Lense incentives e recognized os deferred rent binbilities and amortteed 1o rent expense over the term of the lease
Mlinpmuan rent paymnents wisler aperating leases are recomized on o strighi-line busis over the term of the lease, including any
penods of ree rent and reduced rent,

Fulwre i lease payvments wider operalinig leases (wilh mitial or reniining leise benms i excess of one vear)
is of December 31, 2004 are as follows (in thousands):

Fayments Eue by Peorlod

wis 20k w7 s e Thereafter Total
Operating lease obligadons § 1314 % 125 8 LT S up % o0 S rodw % Tas0
Total 5 1324 & 1295 § wr s e 8 LI & 2039 S 7630

Rent expense was 51.0 millon, $1.0 million, and S0.8 millton, respectuively, in the years ended December 31, 2004,
2003, and 2002, respectively,

Litigation

From tinse 1o time, we may be subject 1o legal proceedings and clabims b the ordusary course of business, We ane i
currently i party 1o any matenal legal procesdings, and 10 our knowledge none i threalened, There can be no jssusance thin
Tituire legal procesdings arsing in the ordinary course of business of atherwise will nod lave i nuterial adverse effect on our
financial posivion, resulis of operations or ciash Mows,

14 Reluted-Party Transactions

Peter Kresel, MUB.AL, a member of the Board, received payvments from us for consulling services and
reimbursement of direc) expenses, This consulting relationship tenminated in January 2014, Mre Kresel's pavimenis for
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consuliing services and cxpense reimburscments were S0, 50,3 million, and $0.2 million during 2004, 2013, and 20]2
respectively.,

5BI Holdings, Inc. (n related party b, one of our shareholders, was the holder for our contingenily convertible debt
In conmection with our [P0, the contingently converiible debt automatically converied imio 3,636,365 shares of commen stock
(sce MNote ).

15, Quarterdy Information (Unaudited)

The following tables set forth our unondited quarierly staitemeni of operations data Tor each of the last cight quarers
in the peried ended December 31, 2004, The unaudited quarterly statcment of operations data below have been prepared on the
smmne basis as the audited financial statemenis included elsewhene in this Form 10-K and refleet all nocessary adjustmients,
consisting only of normal recuming adjustments, that we belicve are necessary for o fhir statement of this information. The
resulis of historical quarters are not necessanly indicative of the resulis of operations for a full year or any future period:

March 51 Jume S0 Septembeer S0 Ikcrmber 31
il ilsusnmils, evcepl per share amsanis)

2ind
Revenug Froim collaboriisons 5 1546 % 0G5 1w LY T.645
Net inconse (loss) 54 ]| (L5365 m (595)
et inconse {loss) anributable wo common shareholders 54 T (1.536) (595)
Basic net income (lossh per shane antributable o
conmiman shareholders 5 -5 —_ 5 oy % .02y
Dalwied net income (loss) per slare anribmable 1o
comimon shifeholders L —_— —_ 5 gy % L02y

{13 Lin the Buird quarter of 2014, we recorded a valmtion allowanee azamst our delermed tax assets of 1.6 million due o
expected future losses as i result of our new strilegie plan.

Mlarch 21 Jume My Seprember M Decemmber 31
il ilsmmils, evcept per share anssanis)

2N
Revenue from collaboratons 5 15980 3 11023 S 14692 % 11.252
Met ingome (loss) ER | (20 1420 {812)
MNet income (boss) anributable 1o conimon sharcholders 299 {205 3n2 (812)
Basic net income (lossh per share attnbutable (o common
shareholders 5 0ns 5 -5 0 5 (1.07)
Dilwted net income (oss) per sl anribaable o
commimon sharcholders 5 00 % 5 00y 5 (0.07)

16, Subsequint Events

Speciad Sarvhodders Meeting

Om January 28, 3015, we received o better from SB1 Holdings, Inc, (SBI, the parem company of severnl of our
shareholders, demanding that we hold 2 special meeting of our shareholders for the purposes of remaving ouwr current board
members, other than Dr, Rubota, and ¢ecting a slate of directors proposed by SBL In connection with this demand, SBI
granted Dr, Kubota an irrevocable proxy over the shares held collectively by SBI, giving Dr. Kuboa voting authority over
shares representing over S0% of onr owistanding stock, On March 3, 2015, SBI and Dr, Kubot filed a lawsui in Washinglon
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stie cowrt secking an order compelling us to hold & special sharcholder mecting on or before April 28, 2015, and 1o provide our
sharcholders writien notice of that mecting as soon as practicable bul no lnter than March 31, 2015, On March 13, 2015, the
Washington stale superior count presiding: over this Linwsit, issued an order requinng us 1o bold a special shareholders mecting
nix kater than May |, 200 5 and 1o give notice of such a meetimg 4= soon as practicable. We hove announced that we plan o hold
the special sharcholders meetmg on May 1. 2005 (Pacific Daylight Time) af our headquariers and have set a record date for
sharcholders of record ns March 19, 2005 (Pacilic Daylight Time).

R} Bomns

Cm March 24, 2015, our Boasd of Direciors approved the February 24, 2015 sesolutions af the Compensation
Commiteee of our Board of Directors (ihe “Commitiee™) regarding the payment of o discredionary bonus of $515,520 10 Mr,
O’ Callaghan, our CEQ and President, on April 15, 2015, provided Mr, O Callaghan remains chicl exceutive officer a3 of March
30, 2015, in licu of the perfermance-based bomus in the same amount provided for under his employment agreement, daied
Cctober 14, 2014,

CEO Sevevance Excron

Unader Mr. O"Callaghan's employvment agreement, dated October 14, 2014, o Mr. O Callaghan's emplovasent is
terminated withoun Caese o terminates for Good Reason (as such terms are defingd m his employmeni agreementy, be will be
enttbed 1o receive |8 momhs of alary, up 10 18 manths of e premmms for hins and his Ginaily o obtain bealth benefin
coverage provided under our COBRA program, and a pro-red portion of his annual bemes (“the CEQ severinee amounts™).
O March 24, 2015, our Board of Directors approved the creation of o segregated interest=bearing account equal 1o the CEO
severance wmaounis. The fands will remain the propeny of the Company umil ameunis are due to Mr O'Callaghan under the
termis of his amended emplovment agresmenl.

Severance and Change in J"{ﬁ't “fiver Cemrireal A [grevunents

On March 24, 2015, our Boasd of Direciors approved the terms of 8 Severance and Change in Efficctive Control
Apreement to be entered into with each member of our management ieam and cenain eber emplovees. The Severance and
Change in Effective Control Agreement provides that if the enaployee enminates fos any reason or for wo reison (including
disabiliy), veluniarily resigns for good reason (as defined in the agrecanent), or the employee dics, and the termination occurs
within the six month persod following a Qualifving Change in EMoctive Controd, the cnploves will be entitled 1o nn amount
equal 1o the sum of six months of his or ber moathly bese salary, phis 0% of the employee's annual target bonws for 2013, plus
the premiyms required 1o continue the employes’s group health care coverage for a period of six months following termination,
which will be “grossed wp™ 1o cover taxes. In addition, upon a qualilying rermination, the employee will receive an additional
12 months of vesting on any oustanding equity awards. A “Qualifying Change in Effecyive Comrol™ is defined to mean that a
mijority of members of our Board is replaced by directors whose appointment or clection is not endorsed by a majority of the
members of our Board before the date of (he appoimiment or clection, which qualifies as a change in effective control under
U5, ireasury regulntions, The agrecmenis terminaie upon the earlier of December 31, 2015 or the employee’s iermination
(unless the tenmination is within six months following a Qualifying Change i Effective Comrol),

Retention Pool

On Febnmry 24, 200 5, the Conumittee approved the creation of o pool of S600, 045 to be distributed ai the discretion
of the Commitiee to emplovees who remain employed with us on December 31, 2005, Allocations of the pool will not be
determined wntil the fowrth quarter of 2015, All employees, other tham Mr. O°Callaghan, are eligible to receive payments from
this poal.
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders of Acucelalnc.

We have audited the accompanying balance sheets of Acucela Inc. as of December 31, 2014 and 2013, and the
related statements of operations, comprehensive income (loss), shareholders equity, and cash flows for each of the
three years in the period ended December 31, 2014. These financia statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial 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 financial 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 overal
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 al materia respects, the financial
position of Acucelalnc. at December 31, 2014 and 2013, and the results of its operations and its cash flows for each
of the three years in the period ended December 31, 2014, in conformity with U.S. generally accepted accounting
principles.

We aso have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Acucela Inc.'s internal control over financial reporting as of December 31, 2014, 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 30, 2015 expressed an unqualified
opinion thereon.

/s/ Emst & Young LLP

Seattle, Washington
March 30, 2015

141/141



	表紙
	本文
	第一部企業情報
	第１本国における法制等の概要
	１会社制度等の概要
	（１）提出会社の属する国・州等における会社制度
	（２）提出会社の定款等に規定する制度

	２外国為替管理制度
	３課税上の取扱い
	４法律意見

	第２企業の概況
	１主要な経営指標等の推移
	２沿革
	３事業の内容
	４関係会社の状況
	５従業員の状況

	第３事業の状況
	１業績等の概要
	２生産、受注及び販売の状況
	３対処すべき課題
	４事業等のリスク
	５経営上の重要な契約等
	６研究開発活動
	７財政状態、経営成績及びキャッシュ・フローの状況の分析

	第４設備の状況
	１設備投資等の概要
	２主要な設備の状況
	３設備の新設、除却等の計画

	第５提出会社の状況
	１株式等の状況
	（１）株式の総数等
	①株式の総数
	②発行済株式

	（２）行使価額修正条項付新株予約権付社債等の行使状況等
	（３）発行済株式総数及び資本金の推移
	（４）所有者別状況
	（５）大株主の状況

	２配当政策
	３株価の推移
	（１）最近５年間の事業年度別最高・最低株価
	（２）当該事業年度中最近６月間の月別最高・最低株価

	４役員の状況
	５コーポレート・ガバナンスの状況等
	（１）コーポレート・ガバナンスの状況
	（２）監査報酬の内容等
	①外国監査公認会計士等に対する報酬の内容
	②その他重要な報酬の内容
	③外国監査公認会計士等の提出会社に対する非監査業務の内容
	④監査報酬の決定方針



	第６経理の状況
	１財務書類
	２主な資産・負債及び収支の内容
	３その他
	４米国と日本における会計原則及び会計慣行の主要な相違

	第７外国為替相場の推移
	第８本邦における提出会社の株式事務等の概要
	１日本における当社普通株式の株式事務
	２日本における実質株主の権利行使方法

	第９提出会社の参考情報
	１提出会社の親会社等の情報
	２その他の参考情報


	第二部提出会社の保証会社等の情報
	第１保証会社情報
	第２保証会社以外の会社の情報
	第３指数等の情報

	監査報告書

