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FDA cGMP EU ICH
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18.
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FDA
19.
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SOX 404
SEC NASDAQ
2010 7
SEC
28.
29.
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2002

(ii) SOX 404
SOX 404

2017 12 31
SOX 404
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1
API1
MN-166
MN-001 MN-221  API
MN-001 MN-166
MN-001
MN-166 MN-001 MN-221
API1 MN-029
MN-166 MN-001 MN-221

MN-002 MN-001
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18
accused
NASDAQ JASDAQ 2
2017
NASDAQ 70,398 JASDAQ 136,536
2005 2 8
2017 12 31 1 42 1.30

FDA
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NASDAQ JASDAQ
NASDAQ
JASDAQ 5
2015 5 22 MLV & Co. LLC MLV
MLV 30.0
2016 9 16 FBR Capital Markets & Co

employee benefits plans
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6
4
2000 9
2017 12 31 11.2
2017 12 31 341.5
MS ALS
MN-166
NASH IPF MN-001
MN-221 MN-029
2
2011 9 27 H Zhejiang Medicine Co., Ltd. Beijing Medfron Medical
Technologies Co., Ltd. ke k2 Beijing Make-Friend Medicine Technology Co., Ltd.
MN-221
i i Zhejiang Sunmy Bio-Medical
Co., Ltd. Zhejiang Sunmy 2017 7 24 Beijing Medfron Medical
Technologies Co., Ltd. Zhejiang Sunmy
2017 12 11 2017 12 31 Zhejiang
Sunmy
2017 2016 2015 12 31
2011 10 2.5 MN-221
2013 2012
2.5 0.8 2013 2017
2016 2015

63/156



EDINETOOOO
O000000O0oOoo(Ees9ss)
oOoOooodn

2018

64/156



EDINETOOOO

OO0O0o0o00oo0n0n(eosess)
OooooOodd
/
12 31
2017 2016 2015
MN-221 12 6 9
(€)) (€)) (€))
MN-166 1,055 707 802
(115) an 87)
MN-001 420 364 191
(46) (40) 1)
MN-029 3 3 14
0.3) 0.3) @
1,490 1,080 1,016
(162) 117) (110)
2,264 1,951 1,404
(246) (212) (153)
57 57 55
®) ®) ®)
311 369 356
(34) (40) (39)
102 62 186
11 ) (20)
4,224 3,519 3,017
(459) (383) (328)
IIN-166
MN-166
NIH MN-166
NeuroNEXT SPRINT-MS 2b
ALS MN-166 ALS
MN-166
NASH  IPF IMN-001
MN-001
2 MN-166 MN-001 MN-221  MN-029
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2017 2016 2015

6 1 ®) 1

2013
2004
2007
85 6 85
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2016 12 31
1
50
2
2
2017 12 31
2017 2016
2017 12 31
MN-001 MN-166
2017 12 31
2017 2016
2017 12 31
2017
2016 12 31
2016 2015

SEC

1
IPR&D
9.6
2
6
2016 12 31
12 31
2016
2016
2016
2015 12 31
12 31
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2017
4.8 IPR&D
1
1 5) 1
2016 0.7
1.4
25 47
67 146
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2017 2016 2015 12 31 11.2 10.9
8.8 2017 12 31 341.5
12 31
/ / )
2017 2016 2015
6,924 6,546 7,152
( 753) ( 712) ( 777)
- 84 2
« 9 ( 0.2)
10,797 8,666 17,564
(1,174) (942) (1,909)
3,873 2,036 10,410
(421) (221) (1,132)
2015 5 22 MLV & Co. LLC MLV At-The-Market ATM
MLV 30.0
MLV 1933
415 NASDAQ
MLV
4.0 MLV
MLV 1
2015 8 24 1 3.50 5,000,000
17.5 16.0
2016 9 16 ATM 1 MLV FBR Capital Markets & Co. FBR
2017 12 31 1,689,436 1 5.30 6.98
10.3 9.9 2016 12 31
36,248 1 6.90 7.54 264,000
159,529
2017 12 31 2016 12 31 119,047 2,131,700
0.4 7.6 2017 5 10 198,020
2017 12 31 2018 5 9 1 3.15 750,000
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2017 12 31 28.0 25.4
2019
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2017 12 31
/ / )
1 1 3 5
3 5
690 211 479 - -
(75) (23) (52)
[€h) 2,351 - 2,351 - -
(256) (256)
D) 3,041 211 2,830 - -
(331) (23) (308)
(1) 2011 10 2.5 MN-221
@
2017 12 31
VIE SPE
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@
127
2017 12 1
4,400 4 1 2005 6
2013 5 2
2019 5
@)
©)
11 5 5 1,726
2017 5 2019 5 2007
9,797,760 2008 9,797,760 2009 9,797,760 2010
9,797,760 2011 8,817,984 2012 8,817,984 2013 8,817,984
2014 8,817,984 2015 8,817,984 2016 8,817,984 2017
9,290,375 2018 9,447,840
)
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¢!
(2018 4 12 )
100,000,000 41,129,073 58,870,927 ( )
3,000,000 0 3,000,000
) 1
@
(2018 4 12 )
JASDAQ
0-001 41,129,073
(Nasdaq Global Market)
41,129,073
()
()
()
(G
Q@
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€]
2006 2 13 600.00 99,455.86
600,000 99,455,856
(D) (65,220.00 (10,810,851.98
2006 3 2 1,250.00 100,705.86
1,250,000 100,705,856
(D (135,875.00 (10,946,726.98
2006 4 3 1,000.00 101,705.86
1,000,000 101,705,856
( D (108,700.00 (11,055,426.98
2006 5 23 4.00 101,709.86
4,000 101,709,856
( 2 (434.80 11,055,861.78
2006 8 7 1,500.00 103,209.86
1,500,000 103,209,856
( 3 (163,050.00 (11,218,911.78
10.00 103,219.86
2006 8 15 10,000 103,219,856
(1,087.00 (11,219,998.78
1,000.00 104,219.86
2006 8 16 1,000,000 104,219,856
(108,700.00 (11,328,698.78
2006 10 31 93,797.88 10,421.98
93,797,876 10,421,980
) ( 10,195,829.56 (1,132,869.23
2007 1 1 332.20 10,754.18
332,196 10,754,176
( 5 (36,110.14 (1,168,979.37
2007 2 1 1,000.00 11,754.18
1,000,000 11,754,176
( 6) (108,700.00 (1,277,679.37
2007 9 21 317.85 12,072.03
317,851 12,072,027
(@) (34,550.30 (1,312,229.66
2 } }
009 7 1 77854 12,149 881 77.85 12,149.88
9 30 ( 8) (8,462.30 (1,320,691.96
2 } ;
009 10 1 22,629 12.172.510 22.63 12,172.51
12 31 ( 9) (2,459.88 (1,323,151.84
2010 1 1 249.29 12,421.80
249,291 12,421,801
3 31 ( 10) (27,097.82 (1,350,249.66
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2010 4 1 26.72 12,448.52
26,719 12,448,520
6 30 ( 11) (2,904.46 ) (1,353,154.12 )
2010 7 1 20.69 12,469.21
20,694 12,469,214
9 30 12 (2,249.00 ) (1,355,403.13 )
2010 10 1 13.65 12,482.87
13,653 12,482,867
12 31 13 (1,483.76 ) (1,356,887.97 )
2011 1 1 73. ;
0 7,306 12,490,173 3.06 12,4%0.17
3 31 14 (7,941.62 ) (1,357,681.48 )
2,800.67 15,290.84
2011 3 30 15 2,800,666 15,290,839
(304,432.83 ) (1,662,114.31 )
2011 4 1 32.06 15,322.90
32,060 15,322,899
4 19 16 (3,484.92 ) (1,665,599.23 )
2011 4 19 3.80 15,326.69
3,795 15,326,694
6 30 17 (413.06 ) (1,666,011.20 )
2011 7 1 0.92 15,327.62
921 15,327,615
9 30 18 (100.00 ) (1,666,112.29 )
2011 10 1 800.00 16,127.62
800,000 16,127,615
12 31 19 (86,960.00 ) (1,753,072.29 )
2012 1 1 ; ;
0 0 16,127,615 0.00 16,127.62
3 31 (0.00 ) (1,753,072.29 )
2012 4 1 15.00 16,142.62
15,000 16,142,615
4 19 20 (1,630.50 ) (1,754,702.79 )
2012 4 19
2012 6 30 45,000 16,187,615 4%0.00 16,187.62
’1 ’ T (48,915.00 ) (1,759,594.29 )
2012 7 1
969.70 17,157.31
2012 9 30 969,696 17,157,311
” (105,406.39 ) (1,864,999.60 )
2012 9 30
250.00 17,407.31
2012 12 31 250,000 17,407,311
(27,175.00 ) (1,892,174.60 )
( 23)
2013 1 1
2013 3 31 841,377 18,248,688 841.38 18,248.69
” ’ T (91,458.01 ) (1,983,632.60 )
2013 4 1
161.88 18,410.57
2013 4 19 161,881 18,410,569
’ (17,596.36 ) (2,001,228.96 )
2013 4 19
2013 6 30 3,737,924 22,148,493 3,737.92 22,148.49
. 406,311.90 ) 2,407,540.86 )
2013 7 1
2013 9 30 229,450 22,377,943 229.45 22,317.94
»7 ’ T (24,941.22 ) (2,432,482.08 )
2013 10 1
117.50 22,495.44
2013 12 31 117,500 22,495,443
28 (12,772.25 ) (2,445,254.33 )
2014 1 1
2014 3 31 1,592,976 24,088,419 1,592.98 24,088.42
29 (173,156.93 ) (2,618,411.25 )
2014 4 1
2014 4 18 58,000 24,146,419 58.0 24,146.42
30 ’ B (6,304.60 ) (2,624,715.85 )
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2014 4 1 24,146.42
0 % 0 24,146,419 0 146
2014 6 30 © (2,624,715.85
2014 7 1
30.9 24,177.32
2014 9 30 30,898 24,177,317
a1 (3,358.83 (2,628,074.68
2014 10 1 259.0 24,436.32
2014 12 31 259,000 24,436,317 ) -
I (28,153.30 (2,656,227.98
2015 11 180.0 24,616.32
2015 3 31 180,000 24,616,317 - o
2 (19,566.00 (2,675,793.98
2015 4 1
86.6 24,702.92
2015 4 17 86,604 25,702,921
o (9,413.42 (2,685,207.40
2015 4 17 190.30 24,893.22
2015 6 30 190,300 24,893,221 - e
" ” (20,685.61 (2,705,893.01
2015 7 1
5,063.27 29,956.50
2015 9 30 5,063,274 29,956,495
2 (550,377.45 (3,256,271.55
2015 10 1 0 29,956.50
0 29,956,495
2015 12 31 (© (3.256,271.55
2016 11 2,090.89 32,047.38
2016 3 31 2,090,887 32,047,382 e O
28 (227,279.74 (3,483,550.21
2016 -4 1 199.81 32,247.20
2016 4 15 199,813 32,247,195 ) o
% (21,719.35 (3.,505,270.64
2016 4 15 2,221 34,468.20
2016 6 30 2,221,000 34,468,195 ’ R
40 (241,422.70 (3,746,693.34
2016 7 1 19.24 34,487.43
2016 9 30 19,235 34,487,430 - e
i 2,091.39 (3,748,783.64
2016 10 1
36.25 34,523.68
2016 12 31 36,248 34,523,678
4o 3,940.38 (3,752,724.02
2017 1 1
16.78 34,540.45
2017 3 31 16,775 34,540,453
i (1,823.99 (3,754,546.92
2017 4 1 0 34,540.45
0 34,540,453
2017 4 13 (0 (3,754,546.92
2017 4 13 478.19 35,018.64
2017 6 30 478,187 35,018,640 - e
W (51,979.25 (3,806,526.17
2017 7 1
653.63 35,672.27
2017 9 30 653,625 35,672,265
45 (71,049.58 (3,877,575.75
2017 10 1 780.63 36,452.89
2017 12 31 780,628 36,452,893 . e
48 (84,854.48 (3,962,429.14
2018 1 1 4,676.18 41,129.07
2018 3 31 4,676,180 41,129,073
p (508,300.77 (4,470,729.91
2018 4 1 41,129.07
0 41,129,073 0
2018 4 12 (4,470,729.91
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13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

2006 10 31
5
8,090
19,420
6,754
5,389
2,062

Samurai investments San Diego LLC

121,666

85,500

1,490,000
17,476

58,000
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2,850,000 (
4,000 ( 4.00 )
1,500,000 ( 1,500.00 )
10 1
332,196 ( 332.20
1,000,000 ( 1,000.00 )
317,851 ( 317.85 )
77,854 77.85
22,629 22.63
249,291 249.29
18,629 18.63
8.09
1,274 1.27
19.42
6,899 6.90
6.75
1,917 1.92
5.39
2,800,666 2,800.67
29,998 30.00
2.06
3,795 3.80
921 0.92
800,000
15,000
45,000
800,000
41,377
150,000
11,881
648,472
1,770,971
Fountain Erica LLC 1,158,730
38,085
165,266
50,000
14,184
117,500
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31 15,000
15,898
32 237,000
17,000 5,000
33 180,000
34 65,000
21,604
35 52,800
36 137,500
37 5,000,000
63,274
38 63,444 2,006,728
20,715
39 74,841 124,972
40 21,000 B
2,200,000
40 13,300
5,935
42 MLV 36,248
43 MLV 4,000
12,775
44 MLV 478,187
45 MLV 614,735 36,512
2,378
46 MLV 592,514 119,047
69,067
47 4,545,928 125,391
4,861
A
2000 12 7 5,000,000 5,000,000 5,000.00 5,000.00
(543,500.00 ) (543,500.00 )
5,000.00 10,000.00
2001 8 1 5,000,000 10,000,000
(543,500.00 )|  (1,087,000.00 )
10,000.00 0.00
2005 2 4 10,000,000 0
( 1,087,000.00 ) (0.00 )
2005 2 4
A
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B
6,750.00 6,750.00
2003 3 31 1 6,750,000 6,750,000
(733,725.00 ) 733,725.00 )
500.00 7,250.00
2003 4 30 1 500,000 7,250,000
(54,350.00 ) 788,075.00 )
2,000.00 9,250.00
2003 5 28 1 2,000,000 9,250,000
(217,400.00 )|  (1,005,475.00 )
1,000.00 10,250.00
2003 12 22 1 1,000,000 10,250,000
(108,700.00 )|  (1,114,175.00 )
500.00 10,750.00
2003 12 23 1 500,000 10,750,000
(54,350.00 )|  (1,168,525.00 )
500.00 11,250.00
2004 1 28 1 500,000 11,250,000
(54,350.00 )|  (1,222,875.00 )
350.00 11,600.00
2005 2 4 1 350,000 11,600,000
(38,045.00 )|  (1,260,920.00 )
2004 3 29 1 500,000 12,100,000 500.00 12,100.00
’ T (54,350.00 )|  (1,315,270.00 )
2004 3 30 1 80,000 12,180,000 80.00 12,180.00
’ S (8,696.00 )|  (1,323,966.00 )
5,000.00 17,180.00
2004 3 31 1 5,000,000 17,180,000
(543,500.00 )|  (1,867,466.00 )
500.00 17,680.00
2004 4 5 1 500,000 17,680,000
(54,350.00 )|  (1,921,816.00 )
2,000.00 19,680.00
2004 4 9 1 2,000,000 19,680,000
(217,400.00 )|  (2,139,216.00 )
500.00 20,180.00
2004 4 21 1 500,000 20,180,000
(54,350.00 )|  (2,193,566.00 )
300.00 20,480.00
2004 4 28 1 300,000 20,480,000
(32,610.00 )|  (2,226,176.00 )
260.00 20,740.00
2004 5 20 1 260,000 20,740,000
(28,262.00 )|  (2,254,438.00 )
8,375.00 29,115.00
2004 5 24 1 8,375,000 29,115,000
(910,362.50 )|  (3,164,800.50 )
2005 2 4 29,115.00 0.00
29,115,000 0
1 2 ( 3,164,800.50 ) (0.00 )
2011 10 13 3 220,000 220,000 2,200.00 2,200.00
(239,140.00 ) (239,140.00 )
2016 3 31 4 220,000 0 2,200.00 0
(239,140.00 ) 0.00 )
2 2005 2 4 B
3 B 220,000 2,200.00
4 B B
c
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27,668.00 27,668.00
2004 9 2 27,667,856 27,667,856
(3,007,511.60 )|  (3,007,511.60 )
2005 2 4 27,667,856 0 21,668.00 0-00
S ( 3,007,511.60 ) 0.00 )
c 2005 2 4
c
1 1 0
29,445,824.82 2011 6 18
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(4 2018 4 12
2,345,903 5.70
3,198,200 7.78
0 0
25,534,876 62.08
10,050,094 24.44
41,129,073 100.00
)
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G 2018 4 12 10
@
(G
(G)
1,467,000 3.57
19
48 1,400,000 3.40
94301
3
" 1,170,370 2.85
435
92037
200 865,594 2.10
4275
02171
677,762 1.65
1776
75254
«C ) 636,250 1.55
14201 12
0)
19-10 583,800 1.42%
( 1-8-
; " 540,000 1.31
l_
. 536,500 1.30%
07311
526,063 1.28
34
8,403,339 20.43
1
2018 4 12 41,129,073
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®
(QD)
(GD)
1,467,000 3.57
19
48 1,400,000 3.40
94301
3
" 1,170,370 2.85
435
92037
200 865,594 2.10
4275
02171
677,762 1.65
1776
75254
«C ) 636,250 1.55
14201 12
0,
1210 583,800 1.42%
( 1-8-
; " 540,000 1.31
1-
A 536,500 1.30%
07311
526,063 1.28
34
8,403,339 20.43
() 2018 4 12 0 2018 4
12 41,129,073
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2013 7 JASDAQ
2013 2014 2015 2016 2017
539 498 549 1,100 923
144 170 325 425 480
2013 2014 2015 2016 2017
4.70 5.25 5.90 10.16 7.85
() (510.89) (570.68) 641.33 1,104.39 853.30
1.53 1.66 2.62 3.50 4.40
() (166.31) (180.44) 284.79 380.45 478.28
6
JASDAQ
7 8 9 10 11 12
601 600 740 923 821 815
571 480 543 682 671 714
7 8 9 10 11 12
5.57 5.50 6.60 7.85 7.21 7.20
() |(605.46) |[(597.85) |(717.42) |(853.30) |(783.73) [(782.64)
5.08 4.40 5.21 5.75 5.81 6.09
() |(552.20) |[(478.28) |(566.33) |(625.03) |(631.55) |(661.98)
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1
7 2 (
22.2 )
2018 4 12
2018 6 5
M.D. 68 1949 9 17 2,652,625 2018
Ph.D. ( 4) CEO
53 1965 4 15 1,170,370 2020
Ph.D.
CLCDCD
¢ 9
54 1964 4 21 176,800 2019
CDCDHC I
6
(D2 78 1940 1 85,000 2019
DN
( 8 61 1956 9 6 47,000 2020
( 9 50 1968 1 1 928,766 —
52 1965 10 8 1,334,947 —
M.D. Ph.D. MPH
10
49 1969 1 9 808,516 —
J.D. M.B.A
11
46 1971 6 28 — _
1
2
3
4 865,594 1,787,031
5
GP
GP
2016 2 12 SEC Schedule 13D/A
1,170,370
GP
GP
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106,800
15,000

111,400
71,739

5,000

47,000
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2
2006 1 2007 3 2001
Ph.D.
2.8
2007
2002 2007
B.S. Ph.D.
2000 9 2007 3
M.D. Ph.D 2005 7 2005 9
CEO 2006 3
CEO 2001 9 2007 1
1994 2008
3 1992
1989 1991
M.D. Ph.D. 200 40
30
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2013 10
2001
2007 2005
2014 4
50
1986 1990
CCo
1990
1992
1996 1999
1999 2001
2005
2017 11 40
2006
2008 SG 2009
2012
2013 SG
SG
2004 2010
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3
2000 9 2007 3
M.D. Ph.D. 2005 7 2005 9
CEO 2006 3
CEO 2013 11 2014 4 8
2001 9 2007 1
1994 2008
3 1992
1989 1991
M.D. Ph.D.
200 40 30
2006 9
2002 SMBC
1999 2002
1996 1999
1991 1996
B.S.
2011 9 1 2010 4
M.D. Ph.D. MPH 2011 9
2008 8
2009 11
2005 8 2008 7
M.D. Ph.D.
MPH
2009 2012
J.D. M.B.A. 2013 10
2004 2008
UBS
MBA
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@ @ ©))
( ( ( ( (
) ) ) ) )
M.D. Ph.D. 2017 533,503 1,740,825 266,751 16,200 2,557,279
CEO 2016 523,042 1,135,800 261,521 15,900 1,936,263
2015 518,891 510,850 259,445 15,900 1,305,086
CPA 2017 132,260 - - - 132,260
2016 58,750 - - -
* 58,750
2015 - - - - -
M.D. Ph.D. 2017 382,203 1,083,180 171,992 8,279 1,645,654
2016 347,458 697,767 121,610 8,496 1,175,331
2015 344,700 255,425 120,645 9,100 729,870
2017 310,267 386,850 77,567 14,714 (5) 789,398
2016
304,184 386,874 106,464 18,350 (5) 815,872
2015 301,769 214,557 105,619 15,887 (5) 637,832
2017
J.D. M.B.A. 297,914 773,700 128,103 16,200 1,215,917
2016 259,056 374,009 90,670 15,900 739,634
2015 257,000 214,557 89,950 15,900 577,407
(¢)) FASB 718 ASC 718
2017 12 31 10-K
8 Stock-based Compensation ( )
@
A3) 401(k)
(©)
2016 3 31 2018 6 5
2016 3 31 2017
3 31 2017 12 31
132,260
®)
2017 12 31 NEO
2017
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2
M.D. Ph.D. 2017/1/18 266,751
CEO 2017/1/18 450,000 6.10 1,740,825
2017/1/18
M.D. Ph.D. 2017/1/18 171,992
2017/1/18 280,000 6.10 1,083,180
2017/1/18
2017/1/18 77,567
2017/1/18 100,000 6.10 386,850
2017/1/18
2017/1/18 128,103
J.D./M.B.A. 2017/1/18 200,000 6.10 773,700
2017/1/18
@ NEO
2018 2017
[©)) 2017 1 2017
2017
2018 1
?) FASB 718 ASC 718
2017 12 31
10-K 8 Stock-based Compensation (
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M.D. Ph.D. 2007 4 1 M.D. Ph.D.
12
533,503 (i)
(i)
3 3
3 75
15
409A
2006 9 1
310,267
35
15,000
50
30
30
6
2014 7 14 NEO
12 (i) D)
D)
5
30 12
30
24 5
@
60 2
18 O
18 COBRA
12
(i) 40 (ii)2014
11 (i)
50
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2017 12 31 NEO
@
M.D. Ph.D.  2008/1/7 53,363 4.42 2018/1/6
CEO 2009/1/30 68,575 2.20  2019/1/29
2010/1/29 58,043 7.34  2020/1/28
2011/7/13 100,000 2.54  2021/7/12
2011/8/3 86,250 2.46 2021/8/2
2013/5/13 145,000 4.10  2023/5/12
2013/5/13 62,500 4.10  2023/5/12
2013/12/12 200,000 2.64  2023/12/11
2015/1/7 250,000 3.09 2025/1/6
2016/1/7 76,665 43,335 (2) 3.91 2026/1/6
2016/1/7 320,000 3.91 2026/1/6
2017/1/18 450,000 6.10  2027/1/17
2009/7/7 37,000 4.80 2019/7/6
2010/1/29 11,900 7.34  2020/1/28
2010/6/14 20,000 5.13  2020/6/13
2011/7/13 75,000 2.54  2021/7/12
2011/8/3 56,250 2.46 2021/8/2
2011/9/1 60,000 2.30  2021/8/31
2013/5/13 80,000 4.10  2023/5/12
2013/5/13 42,500 4.10  2023/5/12
2013/12/12 105,000 2.64  2023/12/11
2014/12/4 120,000 3.24  2024/12/3
2015/1/7 125,000 3.09 2025/1/6
2016/1/7 63,893 36,107 (2) 3.91 2026/1/6
2016/1/7 170,000 3.91 2026/1/6
2017/1/18 280,000 6.10  2027/1/17
2009/1/30 41,250 2.20  2019/1/29
2010/1/29 35,700 7.34  2020/1/28
2011/7/13 85,000 2.54  2021/7/12
2011/8/3 63,750 2.46 2021/8/2
2013/5/13 80,000 4.10  2023/5/12
2013/5/13 42,500 4.10  2023/5/12
2013/12/12 105,000 2.64  2023/12/11
2014/12/4 15,000 3.24  2024/12/3
2015/1/7 105,000 3.09 2025/1/6
2016/1/7 19,165 10,835 (2) 3.91 2026/1/6
2016/1/7 120,000 3.91 2026/1/6
2017/1/18 100,000 6.10  2027/1/17
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J.D./M.B_A. 2010/1/29
2011/7/13
20117873
2013/5/13
2013/5/13
2013/10/15
2013/12/12
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2016/1/7
2016/1/7
2017/1/18

) 2017 1 2017
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21,700
11,900
32,000
26,250
55,000
22,500
70,000
105,000
15,000
105,000
19,165
115,000
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10,000
20,000
100 1
2017 20,000
20,000
15,000 3
2017 12 31
@D
@ ( )
Ph.D. (3)
©) 68,400 68,400
) 10,000 68,400 78,400
(6) 2,500 127,300 129,800
) ASC 718
2017 12 31 10-K
8 Stock-based Compensation
) 2017 12 31 52,000
75,000 75,000
€))
@
) 10,000
() 2017 11 2017 2,500
2018 12 31 BDO USA
BDO BDO
BDO
SEC
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2017 12 31 2016 12 31
www.medicinova. jp
SEC
2017 12 31 10-K
PCAOB 1301 Communication with Audit
Committees PCAOB 3526
Communication with Audit Committees Concerning Independence
BDO BDO
SEC 2017 12 31
10-K
2017 12 31 2016 12 31 BDO
2016 2017
@ @
@ (©)) @ ®)
/ / / /
/ / / /
270,219 0 0 287,452 0 0
(29,372,805 ) (31,246,032 )
0 0 0 0
270,219 0 0 287,452 0 0
(29,372,805 ) (31,246,032 )
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2016

SEC

59 ) 131

2015 12 31
BDO USA, LLP

108.70

(

Form 10-K (
32

2018 5 31
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2017 12 31 2016 12 31
27,991,743 24,118,037
336,580 585,810
28,328,323 24,703,847
9,600,240 9,600,240
(1PR&D) 4,800,000 4,800,000
N 616,657 618,330
« ) 62,886 90,717
10,958 —
43,419,064 39,813,134
(4,719,652 ) (4,327,688 )
1,520,225 367,275
1,360,744 1,262,800
2,880,969 1,630,075
— 967
201,792 1,956,000
1,694,163 1,694,163
4,776,924 5,281,205
(519,252 ) (574,067 )
0.001
2017 2016 12 31 100,000,000 36,453 34,525
2017 12 31 36,452,893
2016 12 31 34,523,678
380,156,510 364,886,468
94,623 96,000
341,456,200 330,293,064
38,642,140 34,531,929
(4,200,401 ) (3,753,621 )
43,419,064 39,813,134
(4,719,652 ) (4,327,688 )
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12 31
2017 2016 2015
4,223,746 3,519,172 3,017,169
8,803,347 7,362,662 5,805,217
13,027,093 10,881,834 8,822,386
13,027,093 10,881,834 8,822,386
25,303 46,584 54,206
298 454 514
145,508 66,647 39,386
12,907,186 10,862,225 8,837,720
1,744,050 3,754 7,359
11,163,136 10,865,979 8,845,079
( 1,213,433 ) ( 1,181,132 ) ( 961,460 )
0.32 0.33 0.33
( 34.78 ) ( 35.87 ) ( 35.87 )
35,137,028 32,986,740 26,578,770
11,163,136 10,865,979 8,845,079
1,377 6,765 1,788
11,161,759 10,859,214 8,846,867
( 1,213,283 ) ( 1,180,397 ) ( 961,654 )
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(©)
2014 12 31 220,000 2,200 24,436,317 24,437 332,666,935 100,977 310,582,006 22,010,589
- - - - 2,025,500 - - 2,025,500
- - 35,178 35 89,874 - - 89,909
ATH - - 232,800 233 607,295 - - 607,528
( ) - - 5,000,000 5,000 15,988,683 - - 15,993,683
- - 252,200 252 872,380 - - 872,632
- - - - - - 8,845,079 8,845,079
- - - - - 1,788 - 1,788
2015 12 31 220,000 2,200 29,956,495 29,957 352,250,667 102,765 319,427,085 32,752,974
- - - - 3,072,533 - - 3,972,533
- - 26,650 27 87,702 - - 87,729
ATH
- - 36,248 36 159,493 - - 159,529
220,000 2,200 2,200,000 2,200 - - - -
- - 172,585 173 829,353 - - 829,526
- - 2,131,700 2,132 7,586,720 - - 7,588,852
- - - - - - 10,865,979 10,865,979
- - - - - 6,765 - 6,765
2016 12 31 - - 34,523,678 34,525 364,886,468 96,000 330,293,064 34,531,929
- - - - 4,474,985 - - 4,474,945
- - 15,153 15 77,304 - - 77,319
ATH
- - 1,689,436 1,689 9,889,626 - - 9,891,315
- - 105,579 105 425,908 - - 426,013
- - 119,047 119 402,259 - - 402,378
- - - - - - 11,163,136 11,163,136
- - - - - 1,377 . 1,377
2017 12 31 - - 36,452,893 36,453 380,156,510 94,623 341,456,200 38,642,140
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12 31

2017 2016 2015
11,163,136 10,865,979 8,845,079
4,474,945 3,972,533 2,025,500
28,098 14,127 26,704

1,901
1,673 32,139 34,319
242,064 175,495 284,538
1,246,630 127,373 109,276
1,754,208

6,923,934 6,546,213 7,152,370
84,483 2,320
84,483 2,320
10,719,707 8,577,907 17,473,843
77,319 87,729 89,909
10,797,026 8,665,636 17,563,752
614 6,348 1,748
3,873,706 2,041,288 10,407,314
24,118,037 22,076,749 11,669,435
27,991,743 24,118,037 22,076,749
9,203 6,035 7,443
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2000 9
(MS) (ALS) ( ) « )
MN-166( )
(NASH) (IPF) MN-001
( )
MN-221 ( ) MN-029 ( )
2017 12 31 28.0 25.4
Avigen, Inc.
2006 2017 12 31

2007

2017 12 31

250,000
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4
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2015 12 31 3.9 3.1
2.7
2017
2016 2015 12 31 0.3
0.4 0.3
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12 31 )
2017 2016 2015
_ _ 2,200,000
5,514,038 4,432,017 4,133,969
750,000 1,067,067 3,406,367
6,264,038 5,499,084 9,740,336
FASB
2018 1 1
(ASU No. 2016-02)
ROU
(ASU No. 2016-09)
2016 12 16
2017 12 31
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2015 11 FASB (ASU No. 2015-17) ASC 740
2016 12 16
2017 12 31

4
€y
@
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)
2011 10 2.5
MN-221
2013 2012 2018
2017 2016 2015
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00O00000000(E05958)
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3:
2017 12 31 2016 12 31
666,265 661,287
12 31
2017 2016
15,742 20,157
233,441 284,585
285,418 285,375
534,601 590,117
471,715 499,400
62,886 90,717
3 5 2017 2016
2015 12 31
28,098 14,127 26,704
12 31
2017 2016
952,470 882,090
122,665 191,343
144,105 43,767
141,504 145,600
1,360,744 1,262,800
2011 10 13 2011 10 2.5
MN-221 2
2017 12 31
2017 12 31
2011 9 26
B 220,000 B 1
10 2016 6 15 220,000
2016 12 31
2021 12 4 1

2017 2016 2015 12 31
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254,593 256,314 240,419
2017 2016 12 31
253 11,042
2017 12 31 2018
12 31
2018 211,663
2019 187,574
2020 142,703
2021 148,419
690,359
2017 2016 2015 12 31
2017 12 31 10.0
2017

12 31 33.5
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2011 9 27 of Zhejiang Medicine Co., Ltd.

H Beijing Medfron Medical Technologies Co., Ltd. Beijing Make-Friend
Medicine Technology Co., Ltd. Zhejiang Sunmy Bio-Medical Co., Ltd.

Zhejiang Sunmy Zhejiang Sunmy 26
of 50% MN-221
Zhejiang Sunmy

Zhejiang Sunmy
Zhejiang Sunmy
2016 12 31 Zhejiang Sunmy
2017 7 24 62
Zhejiang Sunmy 2017 12 11 2017
12 31 Zhejiang Sunmy
2013 6 2013 ( 2013 )
(RSV)
2013 2004
( 2004 ) 2013
2,500,000 2017 6
1,200,000
2004
2004
2017 12 31 1,215,592
2013
2013 2004 10
3 4

2017 2016 2015 12 31
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2017

2017
2017
2017

2016

2016

2015

2015

2017
829,526

2017

12 31

2016 2015 12 31

12 31
12 31
12 31

12 31

12 31

2016 2015
198,164
2017 12 31

2016 12 31
11.5
12.9

2007

85
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( )
4,432,017 3.47
1,195,000 6.10
105,579 4.04
7,400 7.76
5,514,038 4.03
4,252,201 3.47
5,514,038 4.03
( )
4,133,969 4.69
1,158,000 4.00
172,585 4.81
687,367 11.27
4,432,017 3.47
( )
3,447,969 5.00
689,000 3.14
3,000 9.27
4,133,969 4.69
426,013
2017 2016 2015
414,572 0
6.58 6.53
13.6
2017 2016
9.2
ESPP 300,000
15,000
ESPP
6 85
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15 ESPP
2017 12 31 ESPP 15,153
183,972
12 31
2017 2016 2015
2.06 1.60 1.48
72.55 78.30 79.28
0.00 0.00 0.00
() 5.67 5.57 5.49
ESPP
12 31
2017 2016 2015
1.09 0.44 0.10
38.34 51.65 76.52
0.00 0.00 0.00
() 0.5 0.5 0.5
2017 2016 2015 12 31
3.78 2.64 2.08
ESPP
2017 2016 2015 12 31
ESPP 4.5 4.0 2.0
3.1 2.9 1.5
1.4 1.1 0.5
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2017 12 31 0.4
0.91
2013 10 16 Macquarie Capital (USA) Inc. MCUSA At-The-
Market MCUSA 10.0
2015 5 22
1 2.01 4.45
2,127,500 MCUSA 5.3 4.5
2015 12 31 225,000
0.9 0.7
2015 5 22 MLV & Co. LLC MLV At-The-Market
ATM MLV
30.0 MLV
1933 Rule 415
NASDAQ
MLV
MLV
4.0 MLV

2016 9 16 ATM 1 FBR Capital Markets & Co.
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2017 2016 2015 12 31 ATM
12 31
2017 2016 2015
10,303.0 264.0 884.0
9,891.3 159.5 607.5
1,689,436 36,248 232,800
5.30 - 6.98 6.90 - 7.54 4.16 - 4.23
2017 12 31 119,047
0.4 2017 5 10 198,020
2016 2015 12 31
2,131,700 252,200
7.6 0.9 2016 207,600
2017 12 31 1 3.15 2018 5 9
750,000
2017 12 31
(ESPP) 183,972
750,000
(2004 2013 ) 5,514,038
(2013 ) 1,215,592
7,663,602
2015 8 24 3.50 5,000,000
17.5 16.0
10
2017 2016 2015 12 31
12 31
2017 2016 2015
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2016

2017
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2017 12 31
130.5

2016

2015 12 31

2015

1PRED)

2028
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12,940,362 10,892,275 8,866,201
33,176 30,050 28,481
12,907,186 10,862,225 8,837,720
12 31
2017 2016 2015
— 1,489 —
— 412 —
10,158 5,655 7,359
10,158 3,754 7,359
1,329,888 — —
424,320 — —
1,754,208 — —
1,744,050 3,754 7,359
12 31
12 31
2017 2016 2015
59,480,000 90,211,000 88,900,000
429,000 838,000 1,084,000
8,160,000 7,776,000 7,677,000
2,585,000 2,384,000 2,624,000
572,000 777,000 763,000
71,226,000 101,986,000 101,048,000
1,343,000 1,956,000 1,956,000
1,343,000 1,956,000 1,956,000
69,883,000 100,030,000 99,092,000
70,086,000 101,986,000 101,048,000
203,000 1,956,000 1,956,000
50
239.9
2020
2017 12 31
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1986 382 (
383
2011
( )
2017

2017 12 22 2017

12

382

33.4

35 21

2017 12 31

32.7

162 m
162 m

0.2
0.1
2017 12 22 118
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6.8 1.8
2024
) 383 ( 383 )
382
3 50
2011
382 383
12 31
2017 2016 2015
35.0 35.0 35.0
5.2 3.5 5.2
1.1 0.9 1.4
247.4 8.4 13.5
0.3 0.1 0.1
18.7 17.2 24.6
253.7
2.9 13.6 3.4
0.4 0.1 0.1
13.5 0.0 0.1
2018 1 1
1
80%
2017 12 31
1
SAB 118 SEC
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SAB 118 2017 12 31
1.1
2017 12 31
11
2017 2016 2015 12 31

66,289 64,749
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8
)
2017 12 31
1 2
3,024 2,805 3,792 3,406
3,017 2,789 3,755 1,602
3,017 2,789 3,755 1,602
@ 0.09 0.08 0.11 0.02
2016 12 31
1 2
3,392 3,205 2,845 1,440
3,382 3,199 2,836 1,449
3,382 3,199 2,836 1,449
® 0.11 0.10 0.08 0.04
1 9.05 4,419,890
40.0 37.4
662,983 30
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MERICINOVA, NG,
CONSOLIDATED BALANCE SHEETS
Doembr 31,
Wit T
Asacis:
Currenl asaels:
Cngh pnd cesh equivalents 3 17991743 5 24,1 1EO3T
Prepaid expense anal ciher cument assets LR ] A= R0
Total curment psscts 24,528 323 24,703 547
Gl will honiE A0 DRI
n-prvcess nesaanch énd develop ment BRI IR R
Inwestment in joint ventune il B5T 350
Froperty end equipment, net ) SITIT
(her lismig-tem esaels 10955 —
Tudal sty H A1A41004  § JHJILE
Linbalities sl Stockhabde rs” Eguits
Cusment liabilities:
Accounls payable 3 1520225 & IGTITS
Accrued linbilities 1 560 744 1,262 200
Twinl curreri linkilities 2_HELl Y I 62 GTS
Ling-germ defermed pent aml lezse lishiliy = 7
Deefermed tax lizhiliy 20,792 1,956,410
Lung-ferm defemed revenue 1 163 Lagd Inl
Tustal leghilitigs 4,770 424 2280003
Commdiments 2ad conlingencies
Stckbolder” egquity:
Common stock, SO0 parvalue; TR0 00 shores audborized 2
December 31, 2007 and December 3 1, 2006; 36,452 893 and 34523678
wshapes insid 2md cutasnding ot December 31, 2007 and
December 31, 201y, respectivel v 34452 14525
Adilirienal paid-im czpitnl FHB 1564010 Lk B i s
Accamulzted] viher comprehensive loss (623 {4 DR
Avcumaloted deficit (341486 200} (XS0 19500
Total stockbolden cquity Sdpd2 140 A4 83153y
Tunk lizbilvies amd stockholdens” equity 3 434190 § IPH1E 134
e S

For eocompanying noher o consoliimed firareciel soemon i

=9
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ME ROV A, INC,
CUNSDLIDATED STATEMENTS OF OFERATIONS ANDOUMPREHENSIVE Liks
Venrs endod Deormbsr 31,
EI'J Eli EI!

Opemiing expenses

Reseanch, dovelopment and peiant 5 412316 § 351907 5 FIT IS

Gienemal nned sdminstmtive E.R03 14T T IT 662 SA05.217
Todal operating expenses 130027003 10k S50 B3 SHIT MG
Upemiing los (12,027,003 § (1 EED K24} (BRI IRA)
(iher expense {25,483 ) (dé 524y 54 3y
Interesd expenine (298} 454} 15144
[Hherincome [ERACTE 4 T JUHARS
Lisss befire inoome taxes (1L907, 186} {1 E62 225} (ER3TT20)
Inceme tax bemefit (expons) 1, Tk, (51 3754} (TA59)
Mt loss sppliceble to common stockbolders £ (ILIGLIR6) 5 (MLEREUTY) 5 (ERA5NT9 )
Bosie nmd diluted pet buss percommon shane 5 {5y & [T o {0353
Shanes used 1o comprute bassc and dilsed net loss persbane 35, 137028 F1966.740 16 STRITO
MNet loss epplecable to common stockbolders L3 (L1168 136 % (MkEHREaTY) % (€ RE 0TSy
Uher comprehensive ingome (Juss], net of tx:

Forgign cummency ranslation adjustments 1377 &.765 (1. THE )

Cosnpachemsive loss - 5 ![I..IFH.'.I'E'H 5 'I'HH‘EHE} 5 (£ H4b50T )

Y ercompanying nofes io consaiidoted firancial siiemen s,
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MERICINOV AL INC,
CONSOLIDATER STATENMENTSOF STOCKHOLDERS EQUITY
Arwumalatol
At irkams ather Taral
Peeleared winck Common ok [CT ST am ke il stockholder”
Shmre AL harch A cupiral s s g
Bekemy at Docossber 31, 2013 IR0E0O  § L300 1AAMEN1T S AN BEILAGANEE £ (100877) £ 22010539
filmne-hanedd compensation = - i = L0 3,500 = 024400
Fwezmon of shares ioded 30 mapleyes eck
porcha pias - - ER NS A3 20,574 - w00
lmete of Gtaiision S0 uAder &l tie. SErie
rquity dribrd iy
aid ales Raptinenis FILEDD 353 L e L ] RO 520
Iwcmnoe of comenon sodk, net of aifermg tos —_ —_ - & e i A 00 LR LR N - [EELEN L]
Exercese of wanmnts- = TEL00 phrd LBl ATIASD
et hosi = - = — = = 1R BL3 070}
Fromesgn currency saasanen s smems - — = - - 01785 P1.TRE
‘Betunce at Decensher §1, 1013 20000 T pLICICT INET TS 0AT (lazTasy RN
Sharg-besed compensatios — — - - L¥Ta 51 — BATEARY
Iwsanoe of diares under an srplonee sk
puretawe ph - - TEBSD a7 AT = F1Te
Iisniere 0f SOEUION SOCE GRder Bl Sie-mErket
rquity ditribatnn
and ales agreenenis net of o Mering omds e 18348 £ [EL RS 159430
Conyermon of preferind Bo0k W Cominns aock 330000 el 3, Fan 0 12080 - - -
Ivsnanie oF COUMINON SO0 (D1 BRIOD Vel 172558 173 129,553 - Eak
Exerone of warmsabs. -_ - ZA3RT00 24X TS8R, TH0 - TAREESD
Mt hons — —_ - — — - AR RS ST}
Foreigs sy Lt il it i — — mas ﬁ.‘l'g i,‘.'a
ednsce mt Decersber 31, 3018 3EEIIATE 34,524 I R A SRR [l ] 04 550529
Share-bassd compensation —_ —_ - 447400 —_ AsTa el
e of dhares unde an emplayee Sock
s pls - = 15,153 15 77,504 = 71,319
Tvmnce of eosunon 2ock under &l he-market
muify dnirbe o
anil sl Bgepements, nel of 0 ficing cms - - | A 5 1% ARG AT - LR LTI TR
Fsnie e of dosiaon W0 Tof GHinE Seinet 123579 1% ERER:1 —_ AR5
Exeroee il wanmin - - LY R 1% 4na, 249 - 401378
Wi b —_ _ - - - - LU LES ELY
Fisfcige custarey mandation af gitcerty — - —a - = 1377 L1377
Balarce at Dacember 81, 2017 - — FRALEEGS 4 JAL8L RISOISAAIO & (R ATR R LEDASA 300 & 3KAST AN

Yo aocompanying nofes tr consatidaied fiwaecial siofemon i
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MEDICINOVA, INC,

CONSOLIDATED STATEMENTS OF CASH FLUWS

Opemting sctivities:
MNet loss
Aaljustments 1o peoncile pet loss Bo nel cash (used ind provided by
opemting sctivities:
Maon-cish shane-bisod compersahion
Deprecistion and smostization
Trx bBenefit from Muctuations in other comprehensive ineeme
Chenge im equity methad invesimm
Changes in assets anad liabilitios:
Receivables, prepead ex penses and odher esets
Acguunts payable, scomad habilities 20 other cament
liehilities
Drefermed tex Hability, defemal nevenue and oilver long tom lizhiliies
et ensh ised i upﬂqling aeliilies
Investang sctivities:
Arguasa s o F prepeiy aml aguapment
Bet cash provided by (usad ) in investing activities
Findncing activ ives:
Pruceeds fom issuance of common siock, exencize of common
sock uphions aml warmme, el of issance couts
Proceeds fom ssvance of cquity umder ESPP
Met cash provided by finencing activities
Effexts o Ffonengn exchimn e mles on cish
Mt increzse in cash 2nd cash equivalents
Cish and cosh equivalents, beginming of penod
Crh amd cash cquivalents, end of period
supplemental disclusure of csh flow infsmation:
Income tnxes paid

EDINETOOOO
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Vears erded Bescmber 81,
ETH EI 2815
5 [0 M oY (IpEel 9Ty § (= ity
4,474,545 AR11513 TARLESAH)
IR MK 14127 26T
(1900}
1673 ERMEL) 34319
22 IMed 175495 [2R4.53%)
1,246,650 127373 (10276 )
{1,784, 20K ) — —
(6MI5.934 ) (540213 [ENEFERT]
— [ RN (2320
— (H4AR3) (2320)
10,719,707 HITT 80T ITAT 43
T4 RT.719 LT
L, 797 02 BbBS A6 1T 563752
tl4 6345 (1,745}
L ETE Tl 2041 288 10407314
24,1 IR 03T 22076740 11 etk ARE
5 21991741 § 4115117 § 22T, 749
£ aHl % [N L T ] TAAE

Yow cccompanying neiet fn cenvalidated firaachal hoemen ix
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MEDICTNOVA, INC,

wakes tn Comsolidnicd Filempcial Sotememls

L. Urganieation and Summary of Significant Accomming Polickes
ihrganizetion and Business.

The Company wes incorponited in fhe strle of Delawane in Sepsembser 20080 and is 2 public company . The Company ‘s comman stock is listed in both
the Lnited Stetes aed Japen amd trndes on The MASENAG Clobel Medet and the JASDAL Market ofihe Tolyo Stock Bachange, The Company is s
biophemuecestics] company focused on requinng 2nd developing novel, small molevisle therspeutics foar the frentment ol serious disezses with unmet
miedical needs with a commaenainl focos in thie United States mz et The Cismpany s curment serfegy is b foeus ifs development stivities on MN-L66
(ibudilad p ﬁ»rn-:'-rulugum nliwn.l:b- sigh o progressive multiple sebenois (M5 L otrophic Do scle osis (ALS) end subsdamce dependercs and
mbdiction {rg., meih e pzmils wpbeid d ! nrl glewhal depemdence), and MN-001 (1ipelube) for Bbatic Jdisesses such 2
nomlcvhiodic ‘\1ﬂr1.lhq'|ﬂlll'lh (MASH) amd wliwpsthic rutmunuq fibrosi= {IPF). The Company s pipeling olso inclades MN-221 (bedomdnne) for the tneatment
el acute exseebstion olmihme amd MND29 (denibuling forsolid timor cancen

Asof December 31, 200 T, the Conspany had available caah and cash equav slonts of S28.0 millon and working capital of$254 million,

Primciples af Consefidativn

The comsslidarad financial ststemenis snclisde the secousis of MediciNove, Ine. andd |'I> 'l-"l-'.l“}'ﬂ:l“'l'll"] subsidianes Mol {Eumope) Limitod,
Mediwi®ovn Jopam, Inc. nand Avigen, Inc. Allintercompany tmnsactions mnd bak nre eli ded in consolidetion. Medicidoys (Bunope Limited wos
incorpireted under the lows of Englond in 2006 As of December 31, 2017, thene have been ne significnnt imnsactions related fo MediciNove (Eunepe)
Limatad, Medicahosa Japan, Ine. wes incosparsied i Jepan in 2007

Segment Reporiing

The Company of in & sbigle eperting segmenl — the soquisttion and develog afsmall molesale themp s or the alsfions
thsgases with unmst medical meeds.

D anf st tees

The secompenying consolidated f | heve been preprmd in sevondance wath scecuniing pasciples generelly acoepted in the Linited
States (“GAAP ). The prepamtion of o lidated financial st ds in comfrmity with (RAAP requires noine genent fo meke estimates onad msempticns
that 8 Fect 1he reporied smoeums of assets amd Habilities 2ad disclosuee of contingent sssers and liabilities 8 the d21g olihe rencial siatemenis and the
repeatedl amouaisof expenses during the repoming peried, Actusl results could 8iffer fem these etimares.

Cash and Cash Egindvaleni

Canh 2nd cash equivalesis consist olcash amd oiber kighly liquid investmesis with oniginal matinties of thres months or bess from the date of
purchase. Ussh eguivalents o December 31,200 T consisted of money maket finils.
Cvmcentrations amd Oredls BiE

The Company mainfains cash balances ot sandus financinl institutions sand such balances commaenly exceed the 8250000 emound insaned by the
Federal Deposit bnvemnce Comporation. The Company alse maimains meney madet funds at various financea] instatutions which ane not federily insaned
ahiboi gh are inveded prmanly in U5,
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goveramenl seciitbes. The Company his nol expenental shy losses in wech secounts and nsiss gement believes that the Compeny doe nol have agnificnt
credif risk with respect to such coxh end cesh equivalents.

Fair Falwe uf Financial Indraments

Finnneinl instruments, incluiing cash ond cosh equavalents, prepaid expenses mnd other cument nssets, socounts payeble and necroed linbilifies, nre
camed #1 cont, which management belicves spprovimate Bir valoe because ofthe shor-tem matunaty of these insiniments

fevedwil] and Purctased Indangibles

The Company necands goodwill and other intangible assets besal on the firvalue of the fseets soquined. In detemmiming the GBirvalue of the asts
aciuinad, the Company wlilizes extensive aceoumting extumabes and judgnm pis e stlocsie the purchesg price to the Birvalue of the neriamgible aml
intzngible assets soguired. The Company uses the discounted cosh flow method foe estimete the salee of indongible ossets neguined.

The Company nssessex geadwill nnd indefinite livel intengible pssets forimpoimment using fir veluse memsurement technigues on on annusl brsis
during the fouth quarer ofthe year, of mone frequently if indscstos of impaimment exist, The inpaimment cvelurisen is pefismnd aaenmng bt the
Cospany operdes in asingle operting segmenl amd feponing uml, When impaired. the camying valug of gosdwill is wrilten down 1o Birvalug, The
pondwill impaimen test invol ves consddemtion of qualitntive infommetion 1o detenmine i it is more likely than not that the firs elie of 8 repotting unitis
lesa than iis caerying valoe ssch o determmnation is made, then the traditional two-step gowdwill imy test is appleed. The find step. identifying a
potential impaiment, comperes the Birvalue oFfa epoting unit with is carrying amousd, including goodwill, Ifthe camying value of the reposing umit
exgeeds its fzirvalue, the secoml step wiruld meed 1o be conductead; othersise, no father sheps npe necessary exno potentinl impe iment exists. The seconml
step. mctsunng the impairmend loss, companes the implied Burvalue o ihe eporting unit goosdwill wath the camying smoust of that geodwall. Any exeoes, of
the repostang unil gomlwill camying value over the respactive impliad Bif valiee is recognizal &5 an impeament loss, Theee was so impaimmest of gosdwill
forell peniods presemted.

The Company periodically reevelusies the onginal susompiions and mrionale utilized in the extzblishment ol the canmying value md estimated lives
ol s long-ived nssts. The cntenin usad Bor ibese evalostivns include management’s extinmte of the assel s comtinuing ability 1o genembe incwme frum
vperations and pesative cash flows in frioee perods as well as the strtegie significance of any intangible sssebs in the Company s busines, ohjoctives. If
maets nne consalered to be impained, the impeiment secognined is the 2moant by which the comying velue of the raets exceeds the fhir value of the peets.
There win no impamment of longdived asscts forthe penieds presented.

Research, Devedupmear mnd Padenis

Resenrch and development costs ane expensod in the penoed incemal. Research and development costs primenly consist of sabenes and nelited
expinses for poronael, fcihities and deprociation, revsnch amd Jevelopment sapplies, licenses aml outade services, Such ressaech ansd development oosds
totzled $3 9 mallion, $3.0 million end 2.7 mallion forthe yeam ended December 31, 2007, 20016 end 200 3, respactively.

Ciods nebadend to fling 2nd pursing patemt applications sre ¢ xpensgd as ingumed, 2 fec Bility af siuch ex pg it i nain, The Compeny
incluldes 21l extemal costs relnted to the filing of pelents on developments in Reseanch, Development 2nd Prtemts expemses. Such pafentsneleted expenses
totzled 3003 remilion, S04 millos end S0.3 pallion forhe sean ended December 31, 2007, 2016, and 2015, respectively

Shwre-Baved Comprasalion

The Company estimetes the farvalug of sock options using the Black-Scholes option prcing model on the date of grmnt. The fiirvalue ofegquity
instrumenis expected fo vest mre ecegnized and smomized on & sirsighiding
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Basis overihe fequisiie safvice pervod of the swanl, which i penemily thees fe four yerm! hiwey er, ibe Company's equity compeengteon plens provale for
nny vesting schedule 2= the bianl may deem2pproprinte.

Nt Lass Per Share

The Company compates basic net loss pershare using the weightsd nversge number ofcommon shares onsianding dunng the penod. Dileted net
income pershare s based wpon She weighted avempe pumbse of conmoen shans anad potenmially dilative secofties foommon share equivalems poutstanding
during the perod, Common shage equivalents outsizndang, determined wuin g the fresary stock method, s compised of shanes that may be baued underibe
Company s stock option zgresments and wammts. Commeen shane equivelents wene excluded from the dilsted net less per share celenlition becamse o their
nndi=dilutive effect for 2l pensids presented.

Potentially dilutive owlstanding secunfies excluded fom dilatal net loss per commuon dhan became of theiranti-gilutive effect for the penvds
presenied are e follows:

Dvecmibser 8,
1T LIS Pl E3
Converiible preferned stock, o converted _ —_ 2 i e
Sk opticns S 142K 432017 4133980
Wamnts 750,000k 107 o7 3 367
Turtal 20 KL 4490 fis4 ,.740,53

Rovwamd Aoersiring P e e e ms

In Mry 2004, the Finsnciz] Accounting Somdenls Boend (FASE") ameemided ihe exisiing socounting senlenk forrevenie recognition, The
amemilments are based on the principle that revense shoulld be recognieed b depict the transfer of promised goods or serveces 1o customers in an omourt that
peltects the consideretion o which the entity expgets 1o be entithed in exchenge for sabd goods or senviges. The Congpeny is requised o 2dopt the anssmlments
beginming Jamunry |, 2000 5. The nmemlments may be epplicd retmspeciively to cech prior period presented of retrospectively with the comulative cffeet
recognized & ofthe date of initial application (" modified rebrospective method ™). We hiave adopted the stamdand as of lanoary 1, 2018 and detemanad thet
there will be i impact on our financinl statements as we cumently do not have any revenue contmets within the scope of the new gaidance, We wall comtinog
B i Eor o ng 1 1o perit resgzech ol development servives for Kissei Phormacentionl Co,, Lhd ms n collebortive ermngement with ne change
1o Ehe method of recog nizing revenues for this contrect,

In Febsuzry Ik 6. fhe FASE issved Accounting Stondands Update (CASUTp 20016-01, Leases, which imtroduces the recognition of lease assets and
letsa liabilities by lennees for therse Igares elisilfed o operating lenses under previcus guideace, The nsw stzmdend exiablishes 2 nght-ofame ["ROU™ ) mulel
that reguines n lewsee 1o recond on RO pasel 2nd = lepse lisbility on the balence sheet foroll lemes with tems longerthen 12 months, The new sirnderd is
effective for fiscal years beginning afber Decesnber 15, 20015 and infenim pemods within those fiscal years with eady adoption pemiitied, We ane evalsating
the impaet thet the sdoption ofikis samdend will heve on our Bnancial dotemenis.

In Meech 2016, the FASE issoed Accounting Stzmdan] Update No, 200608, “lmprovements to Emploses Shane-Besed Payment
Acoounting.” Carrent (aAAP neguines am entity b recognize exoes 1ax benefit or deficiency o sadditional pasid-in czpital. Te simplify the
presendation of slock compens2tien, The amendments in this Updite requine the the exoess tax benefit or deficiency is recogniod as expense. For pablic
baisiness enfitics, the smemlments in thia update mre effoctive for financinl stntements isoad forenmisl percds beginmng eflee Decemsber 15, 2006, amd
intenm penoids within those annual perisds. The FASE fisther provides thirt this Update may Be applied on 2 modified ntrospective basas to all penods
presented. The Company chose toe adopd the upilate prospectively beginming in the year ended December 31, 2007, Pror penisds Bave not been
reteespectively ndjusted, and given the Compen s full selumtion pesitiom there is no quentitstive impacd 1o the Snancizl statemenis
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I Wovember 2005, 1he FASE (sigd Acgoushing Siandend Updane Mo, 20 5217, "Balanee Sheel Classfeatvon of Deferred Taae"™, fi mpdate po ASC
T, Imconm: Toxes, Cument GAAP requires an entify fe sepomie defera] income fax lischilities ond psaets imto coment ond noscurment omounts in 2 clossified
sstement of inanaial pesation. To smplily the peesentatven o ldefereed Dneeme taves, the 2me ndmssis an this Upsdate requine thet defieemal 1ax Lz bilitses and
s by climai el ms poncumend in 8 classifiad statement of financie] position, The cument reguinement thet delermad 1ax Habilitves aml wets of a aa-paying
component of nn entity be offuet 2nd presented o n single nmoumt is not affected by the aomendments in this Updste. For public business emtities, the
amenidments in this updite ore effedive for finanonl statements issped forannual penods beginmang ofter December 15, 2016, and inbenm periods within
thuse annual perode. The FASE fusther provides that thix upddate may be 2pplicd to all defermed tax labilities aml assets prospectively to all periods
presendel. The Company has chosen to ndopd the update prospectively forthe yeor emded December 21, 200 7 nnd thenes feer.

2. Revenue Recognition
Reveawr Recogmitien Pelicy

Hevenuss consist of malestons payments sl reseanch and developmmm rorvices, Miledons paymesis ste necognizal 2 revenue spon ochievement
ol pre<lefined sientific events, which nequan: subsiasiave effon, snd for which achievement ofile milestone was not readily ssaured atibe incepiion of the
njgreemend. Milestonss ket ko not maeet the critena fsr aceounting ander the milestone metbod because the payments 2re solely contimgent wpon the
performanse of a thind periy sre secounbed forax confingent nevenue. Research and development sem ives s pecognized 25 research cosis are incamal over
the period the serdices spe perfomued, For nll oiler revenue the Company ecegrizes evenues whem el fouraf the fellowing eritenia ane met: {1 ) perainsive
evidence thet an amipgement exists; (Zhdelivery of the products sndor services has vocumed: (3 pibe selling price is fixed or delemminable: and
(Aeollectzbility is rensenably 2saueel.

Kiswd Pligrmaceatival Cu, Lad
In @ctober UL, he Compasy B st o collab with Kissei Phammaceutical Co, Lid. of Kisse, to perform sescarch aml
devel 1 services relating fo MM-221 in exchenge fiern non-refiandable upfiont payneent of $2.5 million. Underihe ferms of the rgreement the Company

[ n:ap-.m“b!u fisr all csts oo b inewmed in the parforman e of these services, Centain of these reseanch 2 developmmm services wene completed in 2003 and
2002, and the emasining soeviees 2 expectod 1o be delivenal and complated after 2008, The Company asessed the deliverbles in sceondanee with the
mifthoritrdive guidnmece and concluiled the existence of ome delivernble, resennch and developneent services. As ssch, revenie is being recognized es the
resezrch and developmend survioes ane performed. The amount roceived from Kassaa, net of the 2moant peconded as sevenog, s inclsded on the belance shea
as bomg-term defermod nevenue and will be necognized as mevenoe o the REnsiring seraces ane perfomad, Mo pevenne was reconled an 2007, 2006 or 2 £ a0

t tion with the collnbomtion 2z twith Kissei.

X Fair Value Mosssremenis

Finif walu is an exit prce. nepresenting the amsoust that wauld be peceived 1o sell an asset o paid b transfor s liabality in an onledy trnsachion
Eetwoen market pariicipents As sach, Birvalog is o mirket-based messumensni that should be o il Bessl on By that markel pericipants
woalld use in pricing an psset o lizhility. As 2 basis for consddenng such rssamplions, o three<dier f2irvalue hiemchy has been esteblished, which prichitizes
the inputs usad in measaring Birvaloe 2= Sollows:

Level 1: Dbservable inpats such as quoted prce in active markers

Level I Inputs are gquoted prices forsimilar items in octive mafkets of inpes 2re quoted prices for identice] or ssmlar items inmafkets
that are not active near the measusement dete: aml

Level 3: Unobserveble inpots due to fitfle or no market data, which requine the eporing entity 1o develop its own asamplions
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Cash oquivalems including money merke scoounts of 5606, 2635 and $661 28T memined at Bir valug & of Decensber 21, 2017 and 20006,

respectively, ore ¢lnssified within Level §.

4. Balznce Shect Deinkls

Prauperiy and Equipment
Property and cquip mest, pef. comsist of the fidlowing-

Dhopember 11,
T 00 E

Lemseha ld improvensents g 15742 § 20157
Furmnitsne and ¢q_uipm:n1 2335441 AT LY
Soflware 2ESAIE 2R53TS

s34 =T
Less aeemmulated depreciation and amoniztion HATITIS) (490 A1H0
Propedy 2ml equipment, nel 3 Gl KRG S0.THT

The Company uses the stright-line nsetbod 10 recond deprociatien expense with usefis] Hves of thie to five year. Deprecistion amd amorzstion of
property and equipment of 3E80095, $ 14,1 27, 526,704, was reconled for the yezrs ended December 31, 2017, 2006 end 20013, respectively.

Avvrmed Liailitien
Accmuel lizbilities consisd ofthe fillowing:
Dewembser 1.,
1817 Tiliin
Avconped compensation k1 QE2ATH % EE2 O
Rescrrnch amid development costs 122065 191,343
Profesasonal semvices foes 144,105 ARTHT
inker 141.504 1 45,6400
§ 160744 5 L26T

£, Relatod Party Tramactiens

Om Uetober 15, 2010 1, the Compeny endered into & services sgneement with Kissei to perform two sepamie stindies releting to M%-22 1 in exchrnge for
32 5 million paid 1o the Company in Cctober 2001 The Company is respomsible for all coats to be incumal in the perfomunce of these studies. The ampant
receaved from Kisse, net of the amoam reconded as mvenoe thoagh Decensber 21, 200 7, b5 inclmlad on the balaace sheel @ December 31, 2007 amd 2016 ax
delfemed revermue and will be recognized as sevenie in Batuee percads as the Company performs the remsining services, On Seplember 2, 201 the Cumpany
pnsised pnd el fo Kassed 2 206N shapes of Senes B Convertible Prefamed Sieck. Ench shrne ol fhe Senes B Prefemed sdeck was convedible indo shares of
conmn stock &t convenion e of 101021 the option ofthe bolder. On Jumg 15, 2006, K elocted o comvert all 2200060 prefomed shens into 2,200,000

shangs of common stock. As of Decembyr 31, 2016, Kissa is no longer comsddencd & melatal pany.

e, Cammnitements sod Caatinge e i
Ledne € meailmemrs

The Compeny sablesses it office spece under on opemting lezse with &n initinl tem of Bur yenm end ome month, expinng in December 2021 . Rent
enpanse for the years ended December 31, 2007, 2006 and 2005 was 254593, §256 314 and $240.4 19, respectively. The difference betwoen the minimwmam

lesse pavyments and the
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s ghi-line smount ol okl peal e pensg 15 econdod & deferod pnl, Defemed ront ot December 31, 2017 amd 306 was 3253 and §1 1042, repectively

A of December 31, 20T, the totel estimpted futere snnual minimam keese poyments under the Company s nen cancelable building sl copier
leases fior the yoars ending afber December 31, 2007 are o follows:

Years ending December 3z

2n1E 5 201,603

20 187,574

215208 142,13

2021 145419
Tutzl mapimum payenenis E SiL3s

Product Liahility

The Compony s basness exposes if to linbiliiy nsks foom ais poteniinl dmg products. A sucoesafull product linbality cleim or senes of dnims brought
againa the Cosmpany coubd resull in the pay ment of significant amousts of moency and Gvet management’s stbention fhom nenning the basiness, The
Company may not be able i meintzin insumnee on socepiable terms, or the insumnee may not provide pdequeie profection in the cese of o product leebility
claim. T the extent thiet prodwct liability insumnee, if ovailable, does not cover potentinl claims, the Company wousld be requaned 1o sel finsan: the nisks
it sith such dlaims, The Compeny balieves it cames ressonahly adegquate imsummne Bor product liebiliy,

Livense and Research Agreemenis

The Company has entenad inde in-lcensng apreements with vanous phemasceutical companies. Ussler the tems of thess agreeme nts, the Company
heats meeeived egnses o nemarch, know-how end techaology elaimed, in cenain pagents of patent spplicsions. Under thess leense agresments, ibe Compeny
is gememlly reguired to moke wpfront payments and ndditionz| peyments upon the echievement of malestones ond'or royebties en future sales of produocts
until ihe later ofthe expirmisen of the appliceble patent orthe applicable Fst doig of mark et exchisivaty afler ibe fird commenaal sale, o 2 country-by-
conntey basis.

N pmeants heve been expenided umder these sgreements duning the yenrs endad December 51, 2007, 2016 or 2010 3. For produscts cumendly in

evelof 1, fisture potentizl milestone payments based on prodect dﬂ-elﬂpmenl are 100 millicn ps of December 51, 2007, For nll viher products, futuee
pulﬂ'llml mllu:\luﬂnpﬂ}mmhrduml tw develwparent il edones and 1o memlestongs botaled 5335 million as of December 31, 2087, Then ane
[ qoyelties requinal uniler eny of the license 2greements. The Company is uneble o etimete with cerininty the timing on shen these miledone

payments will tecurns these peyments pre dependent upon the progness of the Compeny's product developmend progrms

Legal Proceedluys
From fime to finse, the Company may be subject to legol proceedings nrad clains in ihe ondinnry conrse of bisiness. The Compeny is nod oware of any

sch proceedings of claims that it bebieves wibl heve, induvidually orin aggrogae, 8 matenal 2dvene offect on s business, inanciel condalien of pealts of
eperibons,

7. Joint ¥endisre

The tenad imfo mn ng A b form o joint ventune company with Zhejinng Medicine Co, Lid. and Beijing Medfron Medical
Techaologies Lu..l..h] {fmnetly Brulhg. Make-Frend Malicine Techfology Co,, Lid ) effective Seplamber 27, 2001, The joist ventuee sgeement peovide
furihe joint venture company, Fhejizng Summy Bie-Madice] Co, Lol (2hegizng Sunmy L, ts develop end commercielize M%-221 in Chinza ol pomsie
ndditionz] componnids to develiop, ench withn 30%: intenesd in Zhejizng Sunmy,
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Fhujiang Sunmmy wis o vanable intensd entity for which the Company 1 mot the pramany benefician & the Company does not have s majonty of the
bonnd sents end does nod heve power bodireet or sgmificently influgnee the retions of the entity. The ectisities of Fhejirng Sanmy one pecoumed fisr mnider
the equity method whenehy the Company absorbe any loss of income generted by Zhegiang Suamy scconling 1o the Company s pencentage ownership.

. Al Devember 31, 2016, the investment is reflecied as 2 leng-tem asset on the Company ‘s consolidated balance sheets which represents the
investmment snd mainwm loss exposare in Shejisng Sunmy. pet ofthe Cempany s podion of any genersted I or inceme,

O Disly 24, 200 7, dhae Company and Beiging Medivon Modical Technobigies Co. L. agnond o dissolve Zhapang Susmy, subject e appasal by
nppliceble Chinese regulatory nuibonities which wos gmoted on December 10, 200 7. At Decensber 31, 207, we neflect = long Semm osset on our consadidmed
balnnee sheet which reprosents curinyestment in Zhejinng Sunmy, pet ofeur pofion of any g pedl Luss ori %

B Share-bascd Compensation
Srock faventive Plams

In Bups 20013, the Company adopied the 200 3 Equity Inceriive Plan, or 2000 3 Plen, under which the Company maey geant stock optioss, stock
appreciation nights, restriched stock, resticted stock wnits and other awends to individuals whis #re then employvess, officers, nisn-employes dinrectors or
consultznts ofthe Company of s subsidianies, The 2003 Plan i the secoasor o the Conapeny s Amended snd Resiated 2004 Steck Incentive Plan,or 2004
Flam, Aol of 2500000 shares of common sock weee imitislly rewrnl forissuanes wnder the 201E Plan At the 2anusl meeting of stockboliders held in
Jane 2007, the Company s stockheldens npproved nn omendment 1o the 2013 Flan te increase the number of shares of common sock reservesd for issunnce
under the plan by 1 200000 shares, In sddition, "retuming share™ that nay becomme svailable fom tams fo Hme 2 sddel beck to the plan. “Reluming
shigfes” e shines et ore saibject 8o oitstending awinds g ated snder the 2004 Plos that expine of temmiile pRorle s of selement, sre Rrfkital
bewnuse of the filure fo vest, ore repunchased, or mee withheld 1o safisfy tex withhodiding or paechese price ebligetions in connection with such maanks.
Althomgh the Compzny ne longer grants eguidy swanls under the 2004 Plan, 21l ovtstanding stock owznds grented ander the 2004 Plan will comtinae o be
sahject b the: bemens & nd conditiaoms s set fenth in the agreemenis evidencing such stock awands pnd the terms ofthe 204 Man, As of December 31, 2H 7,
1.215.592 shipes remnzin 2v ilable fir fusure grant umderthe 200 3 Plen.

We ocrnssvmnlly issue employee performencesbased stock eptions, the vesting of which is based on 2 determination made by curboand of dinecton ms
t the sehbevement of ceriain compoie ohjetives ol the eml ol the performance pened, The prant date ol usch swanks 15 1he date on which our beand of
thipecton mebes iis delemanation, For periods preceding the grani date, the expenss pelaiad 1o thess swanls is messined baaed on their fsir value g gach
repoating dinte.

Kreck dpnians
Opticns gmnted under the 30 3 Plan and 204 Man have ferms often years from the dete of gmnt unless eardier inmted and g Iy vest overn
thice of fruraear patiod

The exercise prve of dll options geanted dusing the years ended Decorsber 31, 2007, 2006 and 2015 was eqqual 1o the market value ofthe Compangy s
common stock on the dete of grent.

&
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A sarenary of dock option activity aad related infismation for the years endod Docember 31, 2007, 2006 and J015 i o fillows:

Chitstznding of December 11, 2014
Cimeted

Exervized

Leneelled

Dhitadanding ot Decensher 31, 2015
Cirnmted

Excrcized

Cancelled

Dutstanding ot December 31, 2006
Cimated

Enervisd

Cancelled

Chitstanding ot December 31, 2017
Exervissble of December 31, 2017

Yestad and expeciod bo vest at December 31, 2007

MNumbsor of Welghied Avermpge
Chpahen Shanes Faerclw Prikce

3447968 % LA
BHYIHEE 5§ 14
S 5
[EXLLIE 937
| 33 968 4 .68
[NELETI TR 3 A AH
(172,585) § 481
(BHT.367) § 11.27
443107 § 347
L IYSHEE 5 10
(I5.579) 8 A0
{TANH £ 7,76
5514038 5 LA
4251301 & 47
5.5 14038 § 4.3
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Cash eceived fiom stisck option exencisas fisr the v endel December 31, 2007, 2006 and 2005 was 3426013, 3519526 aml 81, nespectively. The
nggnegate intnsic valee of oplioss exgncisnl was 198,164, 5414572 and S0 for the yean ended December 31, 20 7, 2006 amd HH S, nespectively. Ophoas
votdamding end exercisble ot December 11, 2017 had & weighted svemge contrectaed life of 6 38 and 683 verrs, respectively.

As of Devember 31, 20T and 2006, 1k 12l inninske value of ophions oulaending o 5136 millon 2wl 5115 million, respectively, Totel intrinse
vl of oplions exercisable was §12.% million 2md $9.2 million ns of December 11, 2017 and 2016, espedtively .

Emploper Srock Purchase Plan

Unidler the Compeny's 2007 Employee Stock Parchese Men, or ESPP, 300,000 shares of commoen stock were onginally reservisd forissuance. In
addition, the shares neserved automatically inceense each year by o nember egual fo the besserof (1)1 5 AHF shanes: (in) 1% o the autdandung shaves of

commeon shoek on the lasd day ofibe immedantely proceding fiseal year or (it pasch loser amount 25 detemained by ihe Board. The ESPP pemmis fall-fine:
employees o purchase commoen stock theough payvoll deductions (shich cannet exceed 15% of each employee™s compensationp ol the lowerof 25% of fair

mizrkef value at the beginning ofthe offenng pemod or the emd of each six-menth offening penod. The ESPP is considensd 2 compensatony plan and the

Comipany Feconds compenation exfense,

Furthe year endend Dexeanber 31, 20 7, an aggregate of 13,153 dhanes wore temed under the ESPF leaving 183,971 shangs available for futuee

ssmImre.
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Cmpeasaiton Exprase
The estimsted feirvalue ofeach stoel option swanl was detemunad on the date of gmai using ibe Blaek-Schole option valuation model with the
following weighted-syvemge muumplivas forsiock oplion geents:

Year Ended
Doccmber 31,
miT [ 1B

Stack Optioas

Risk-free interest rme 2% [E |.4H%
Bapected valatility of comnon sbick 71255% TH 3 T9.28%
v idend yield LT3 LLLCT LLX T3
Expected oplion berm (in yearns) ST 557 40

The estimeted frir value of employes siock purchnse nghts underibe Compeny ‘s ESPP wes determined on the daie of gmni using the Block-Scholes
optian velsetion medel with the Rallowing weighted-sverge sssemptions B stock opiion gramts

Vear Eoded
Becember M.
2017 rie 018

Employ e Stock Purchase Plan
Risk-five indere pete 1. 6% 1h44% 0%
Expected volatility of commuon sbock IR 4% 5165% 1651 %
D idend vield 1B IR 0%
Expected optioa berm (i yean) 0ns s us

The pisk -free interest rie Bwamption is bised upon ohaened intenest mies spproprinte for the expected tem ol employee stock options. The expected
wolatildy is based on the histoncal volatilny of the Company™s commen stock. The Company hes not pmad nor does the Company anticipate paying
thvidends on its commuon ock in the Rapescable future. The expected temm of employes stock optioss o based oa the simplified method as proyided by the

hearitrdiv e gl un sk nenseiion, 2x the histonical stock eption exencise eapenience dogs ned provile n ble Basia fo extimnte ke expeched
bermm.

The weighted=sverge fir valoe of each stock option gmmted doring the years endesd December 31, 2007, 2006 amd 2015, estimmted 2s of the grant
date using the Black-Scheles option valuetion medel, was $3.78 per option, 5264 peroption asd 3208 peroplen, especiively

Shane-bisad componation eapense fof stock optien swanls sl ESPP shizne are reflectol in total epemting expense i each respective year. Fod the
yezr ended December 30, 2017, 2006 and 2001 5, share-basad compensetion expense relntad to stock options nnd the ESPP wos 4.8 million, 54.0 million omd
2 0 million, respectively, of which $3.1 million, $2.9 millicn and 315 million wes reconbed ns o component of genem end edminisimtive expense,
respectively, and 514 nuellon, $1.0 mallion sad 305 nallion was reconled 25 8 component of rescarch, deselopment aml patenis expense, nepectively,

As of Devember 31200 7, there was $0.4 million of snamodized compensation cost related 10 unvested stock option awands which s expected 10 be
recognized over n nemeining weighied-nvemge vesting peniod of 031 yenrs, om 8 sarsightding bass

. Spackholders’ Equits

Equity {Xferings

O Cxtorber 14y, 20013, the Company entened into an afthe-market equaty distnbution ogreement with Mooguane Capitol {USA) Ine., or MUUSA,
puriant i which ks Compeny could sell common stock though

T
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MICUSA Teodn ke bo 1ime up b 20 aggnegste offaning pree of S1TR0 mallion, The st-the-markel equaty digihatien speement with MULSA wes iemmnatod
vn My 22 2015, and s of sisch dote, the Company had completed sales 1o MUOUSA totnling 2,1 27 500k shares of common stock of prives mnging from $2.01
1o 3445 pat schere, genembing gros amd met procoals of 553 mmllon amd $4.5 million, respectively. For the year emded December 31, 2005, the Company
generted gross and net proceads o509 meillson smd $0.7 millios, especiively, on the sale of 225080 shares of commoen stock uedeethis agremsni

U May 22, 2003, the Compeny eatered inte on at-ibe-merkel iauance sales agreement (the “ATM Agreemeni™pwith MLV & Co, LLE, or MLY,
punuant 1o which the Company may sell conmmon stock through MLV from time to time up (e am sgeegeie offenng price of 33400 million. Sales of the
Company s commen dock through MLY, ifany, cen be mede by any method that is Jeemed to be 2n “at-the-market™ equity offening ax defined in Rule 415
promis | geicd umderthe Socunties Actof 1933, ox amended, including sales made dinecily on NASIACK on eny other existing tmding market forthe common
stoek orto of through 2 merket maker. MLY may 2lao sell the commen stock in prvetely negotimed imnsactions, subjert b the Company s prior epproval,
The Company sgroed 1o pay MLV an sggregate commission mbe ofap fe 40% of the gross proceeds of any comnuen stock sold usder this agreement
Proceeds from ssles of comsmen dock wall depend on the nember of shares of commson dock sold 1o MLY 2ml the per shiane puschase price ofeach
tmmssctien, The Compamy is not oblignted o make any seles of common ook under the salesag t zmil mny temminzie the sales og I 2t nny time
upon willen netice. On September 16, 2006, the Company entenad into zn amesdment No. 1 1o the ATM Agreement 10 also include FBR Capitsl Markets &
Clavois it paibes sigueiv!

The following t2ble summenzes the sclivity underibe ATM agrecnmains fior the following periods (in thoussmds except shen: price amd sheres sold )

Viar Ended
Deceinler 3.
1e17 LI “I_!

Cinoss provesds -1 TN R 640 8 L]
Mt procesds 3 95913 5 1395 % TS
Shangs sodd | b At An, 248 pEFE ]
Frice mnge F530-698 3690-754 54.06-423
Wirmranis

Iharing the yearendold Decembar 31, 2007, 119,047 shans of the Company ‘s common stock wene isssed open gxencise ofwamnis fos gross procenls
ol 3114 million with wanas b evencisabde for VRRIRD shans expinng anexercissd on May 10, 2007, Dunng the yean emded December 31, 2006 and 2015,
2030, 7040 anaf 252,200 shires ofthe Company s common stock wene isassd upon exercise of wam s for gros procesids of 876 million end 309 millien,
resparctively, with waments enercisable for 207 600 shares expinng unexencised i 206,

As of Devember 31 2007, the Company has warmists exercisable for 750,000 shane outstanding ab &0 exeecise proe of 53,15 pershare, which expane
un Mimy 4, 2015

These wrmenis were secounial for ns equity o snence.

12
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Commen Sivck Reverved for Futvre fosmanoe
The fllovang 12ble summanzes common sock reservad Ror future (ssmnce a1 December 31,2017
Consmon Stock meserved for issuaneg undesihe ESPP 183972
Commamn stork reservid fir bsuence upon exencise of
wiarmels o e ding TS50 RHE
Conmon shock neserved fof Bsoance upom e oise of
aptboss vulstamling (ander the J004 Plan and
2003 Plam) 3504,038
Commarn stock reserved for futuee equity swanks fumler
the 20013 Plan) JESFITY )
T&Lﬂ H}i
Prabrdic {Xfering
O Augusd 24, 201 5, tbe Compeny completed o fimec nt upderwniten public offenmg of 5 HEEIHHE <hares of commen stock # a punchese

price of S350 per shene for gross procgals of 172 million, amd reegiveld net proceeds of appeosimately § 160 millivn, net ofimdeoar ting o iscounts ol
commissions and offenng expenses.

10, Income Taxes
A reconcilintion of s before income taxes fir domesdic and foreign locations fisr the yenmns ended Decemnber 30, 2007, 2006 and 20015 ix as follows:

Linited Sesfes 5 (2840362 5 (IDARIATH) S (REGSIDIY
Faonsign Fi.176 NS0 A% ]
Lavia before income tases H 129071860 § iI:BJlElIEISI 5 EH.F!'.I'..T."{I}

A reconcilisiion of inceme t2x bessfi (expense) for the seam ended December 31, 2007, 2016 and 2005 is an fisllows

Curmem: 2017 00k 15
Federal 3 — % 1AE9 . § =
State - 412 -
Forsign {113 8,554 {7,380}

Total cument incime tnx benefin jox pense) R EET] iP5 754) |7, 350

Deefeermed
Fedeml 1320208 — —
State 424320 —_ —
Fureigm - -

Toinl defemed income tnx benefif (expense} 1,754 2 — -

Total income tnx bemctil (o ponsc) £ 1744050 5 [3.754) & (7,359

73
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The sgaificant componsnts of defemad incoms taves ¢ December 31, 2007, 2006 and 2005 are s follows:

D frrradd fis assets 87 i1 s
et opemting luss oy fnvanks 5 59AZD0M § YOINMHE 5 B NN
Capitnlized livenses 429,000 ® 3K, DHp | 184 AWl
Resganch tan cnedite He0000 T.7 T [N T 77 AR
Stock opti 25835008 4.3 4, IWHp 2624 A3
Uher, net S7100K) TTT.0eHE T3 WA
Toal dlefemed fox assets 71,226,000 FIHLS s, IMHR 101 045 ANS T
Deefierred fox Tizbilities
In process R&D 1,343,304 {159 54 [B{HK } i | 956 NN )
Tonl dlefemed 1nx linbilities (1,343 008 {19546, HE} L1956 N}
et defemed inx nssets 04,55 3 01N FUHR B0, I 4, LRE ANB TR
Valuation sllowance (UhARE 6 LO0RD £1 P05 [oHR } 10 4 AHBE
Mot delerred tan liability 5 {203,000 ) § (0.9 50, NN ) 3 {1550 AH01F }
—_—
The Company has extnblished o volanticn all agrinst nel defermnal 10x 2asets due be the wncerninty that such zsets will be serlized. The

Company penodically evaluates the reoovembality of the Jefiermed 1an assets. A such time as i is determined that i i moens likely than not that defomed tex
nsaxts will be mealizable, the valuation allowance wall be redeoed.

Ar Devember 31, 2017, the Company hes fedeml and Califimin net operating losses, or BOL, eamy faraands of approximetely $239.% million o
S130E3 million, espectively, The faleml ROL camyforwands begin 1o eapine in 2020k, and the Celifmiz WO, canmy fopwsnds begim to exping in 2025, A
December 31, 200 7, the Conpany also had fedeml and Califomia resennch tax credit amyforwands of 2pproximately 868 mallin and 818 mallion,
respectively, The Sallemt nesenech tex enalit camy forwanks begin 1o expiee in 2024, 2o dhe Califomie research tan enalit camy Bnwend dogs nist ex pire ansd c2n
bee carmed forwenl imdefimiicly umiil ailizel,

The ebeve MO camy fimwend and the resezrch tox eredit camy Borannds are subject 10 en annual limitzteon urder Section 352 aml 383 ofthe Intemnal
Revenue Code of 1986, and similzr stote provisons dee o ownenhip chenge lingtetions thet heve ecenmed which will liomit 1be moant of MOL 2o tax
epadit camy foraands That cam be uliliead bo et fitore taxeble imcome amd b, nespectively. In generel, an ownership change, as defined by Section 382 sad
183, reswlts from tmnesections incrensing eanenhip of certnin stock holdens or public groups in the stock of the cospomtion by more then 34 perceninge points
vvera threesyeer period. The Company has nol completad en IRE Section 352/3 55 analysis since 200 | reganking the limatation of nel operting loss aml
ressarch amd development cradis camy forwanks, Theee i a fisk that sdditional changes in cwsenrbip have occumal since the completion of the Company s
analysis, which was thaoagh December 2001, If'e change in owneechip were 1o have occumal, sddetional MOL aod gy credit camy foswands coald be
ehimineied orresncted. I diminated, the related asset would be renusved from the defemed fox esset schedule with o comespomding raduction in the
waluation allowanes, Bue to the existence ofthe valustien allowanee, limitation s erceted by futen owmerhip changes, ifamy, reored 1o the Conspany s
eperziions in the United Stetes will mot impeet the Company s elfective 18 mie,
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T ik ]

Fedeml statuivry income tax mie Aioss X50% 350%
Stnte inewme e, net of federml hene il 32 is 52
Tax coedils 1.1 1], ] 14
Uhange in valuation allowenee 2474 (HAp {135)
Permanent diffenenoes 3} (LA N (AR
Expimtion of aHributes JIET) {172} {Idn}
Tex Cuts and Joba Act (231.T) — — .
Stuek compe rastion {49 {1360 L3}
(niser 4 1 LI
Prowision fof incemms 1nxes 13.5% 1% il | Pe

———— —— ————

O Devemaber 22, 2007, the Tax Cats 0 d Robs At of 2007 (ihe “Acr™) was signed inbo biw mebing o gaficant changes 1o the Intemal Reveaue Code,
Changes include, bt are mid linvited to, 0 copomie fox mte decrense from 35% to 2 1% effective firiox years beginning after Decembeer 31, 2017, the
tmmsition of U5, intemational faxdion fom s worfilwide o system 1o @ flemitoral system, and o omedime frensition f2x on the mandatony deemed
repairietion of comu lative fopagn eamings s of December 31, 2007, Umder the Act, MUK dedusctions 2re limited 1o 80% of tanable income in fsian peniods
ansd WOLs cen be camed forwend indefinately. The Company hes calenlmed ifs besd estimote of the impaet of the Act in its yearend income tax prosisien in
ncconlance with its undentanding ofthe Act nnd guidance avaalzble as of the date ofthis fling aml as o nesult ofthe ele reduction, the compeny has pedusced
the defemel tox art balence seof December 31, 2007 by §32.7 million and the valustion allowsnce by $33.4 million

Drag o fainiies which ty gxnisd in !11= interpretstion of the provisons of the Tas Cits 2o Jobs Act ol JHT peganding |memal Reveniie
Code Section 162{mi the O Bezs mid ewall | the potentinl impacts of IRC Section Ifhlvl_rn!mumnda! by the Tex Cofs onad Jobs Actof 2007 onits
fimancial stotements. The pu'ml:wm! amount related to the coedime imnsition tax on the ' patrialivn of foreg ings wis S0.1

millivs mlditional inazhle inconse hesed on cumildanive figeign samings of 30,2 million

O Devensber 22, 2007, b‘la!’l‘.ﬂn counting Balletin Mo, 1118 ("5-’.8‘- VIE"p wns ixsisgs] 10 sl dress the spplisation of Us GAAT IR situstions when 2
registmnd does not hove the necessary infommatian availabl 3| . vt amalyzed {inchuding compulations) in ble deteil to complete the eocounling
for certain income tax effects of the Act. In aocondznce with Sﬁﬂ 1 1%, the Conpany has determined that the S04 million of the defemed tax benefit reconled
in cosnzetion with the renssarement of ceneim defemed 1an sets and leebilities end the $0,1 sullion of sl ditional teusble imcoemne recondal in connection
with the tmnaction 1ex on the nandotory deemed repatnetion of faneign emings wos o provisional amonnt amd 2 eascnable estimete of December 31, 2007
.ﬂ.lfi.llllruml wuik i pevessary 1o doa mere detsiled analysis of histonca] foreign enmings s well 25 podential comelitive adjustmends. Any subsgquent

o] st Thess s wall be peconled in the thand guaniceof 2000 % when the ﬂl'lll:f?lh.lh conpleie

The Company reconded o deferred tnx benefit of 1.1 million of income inx benefit o manegement hes neassesed the nbality po wislize defemed tax
linbilities 2ssovinted with indefinite-lived imangibles as o seunce ofincome: agains tex atrbutes thet can be camied forwond imbefinitely.

The Company files income tnx retams in fhe Unared States, Califomin 2nd fonei gm junsdictions. Dee 1o the Company s losses imcumed, the Company
s wsentially sabject to income fax examimation by fas aathenitves from inccption fe dete. The Company's pelicy is 1o necogmi sz inlorest expensa and
penaliies relatal o incoms tey mariens os b expense. Al Devember 31, 200 7, there are no uancogmzed tay benefits, and ihene sne mol significant seenasls e
interest nelatied 10 unrecegnized tax benefits ortax penalties

13
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10, Employce Savings Plan

The Company has an employes savings plon avoiloble to substnntizlly oll employees. Under the plan, on employee may elect selary reductions which
npe contributed to the plan. The plen provides fordiscretionary contnbations by the Company, which tolaled 265 995, 5662589 nnd Sod, 7449 for the ymn
ended December 31, 2017, 2006 2nd 2005, sespectively,

12X uaricely Financial Data (Unasdited)

The following table presents certain querderdy finencinl data for eight consecutive gquaders ended December X1, 2007 2md 2006, The umenidited
quartarly ink tom has been prepaned on the same baus s the sudited consolidated finencizl sl kn the opinaen of mensgemmenl, inclndes sll
mbjusiments, nevessary fior e fir preseaiation ofthis detn n iboeands, except per shese daip)

Wear Endod D ber 31, 200F

[ 1nd E] ik
Quaricr Quaricr fPusricr Quarier
Selected quaricrly linancial daim:
Tutal opemting expenses - ENEL I 1 IHDS 5 it § A
Mt loss (R el (2,789 (3.755) (1602
Met liss mppliceble fo commuon sbockhelders (5017 {2,759) (3. T55) [T k]
Hiasbe amd diluted pet loss perconenes sharef1) (LR (I} [LURAN] (thO2 )
Near Frded Decomber 31, 2006
[T Tl Indl 41k
s rer Quaricr Quaricr uarier
Selected quaricrly financial daia:
Tulal eperitifg e e 5 ez s 3ns % JR4s 8 A4
Mt s [3.382) (3,194} (25360 [1A49)
et leas mppliceble to common stockhelders 5362} {3,199 (2 ERG {14495
Basic aml diluted el loss percomenon shaee(1) [LARNT [URTLN] (kS (LELE

iy Nek loss pershore is compied independently for esch ofthe quariens presented. Therefone, the sum ofthe guarery net imcome o buss pershore wall
nod nevessari |y equal the Anmual Per Shave Calenlotion,

13, Subsequent Events

Puh iy (§fering
Uin Februpry |2, 2015, the Company completed n firm<ommitment undersritten public offering of 4.4 19 890 shones of commen stock 21 n
purchnse price of $9.05 per shane for egpregnie gross proceeds of $80-0 million, nad received zppmegeie net proceeds ofapproximately £37 4 million, net of

unideraniling discouits and commissaons aml offerng expenses. Addsionally, the Company grntal the underwaiten 2 3k-dey option bo puschass up o an
mibditione] 662 955 shemes of commors stock ot the pablic offening prce.
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24 71
2017 1 1
] 2016 1 1 -2016 12 31 2017 6 9
] 2016 12 31 2017 6 9
] 2017 1 1 -2017 3 31 2017 6 12
] 2017 4 1 -2017 6 30 2017 9 12
] 2017 7 1 -2017 9 30 2017 12 12
] 2017 6 22
24 5 4
19 2 2
] 2018 3 6
24 5 4
19 2
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Consent of Independent Registered Public Accounting Firm

MediciNova, Inc.
La Jolla, California

We consent to the reference to our firm under sections “ V-5 outline of Corporate Governance and VI.
Financial Condition” in Part | “ Information of the Company” and to the use of our reports dated
February 13, 2018 with respect to the consolidated financial statements of MediciNova, Inc., and the
effectiveness of internal control over financial reporting of MediciNova, Inc. included in the Annual
Securities Report for the year ended December 31, 2017 filed with Kanto Zaimu Kyoku in Japan.

/s/ BDO USA, LLP

San Diego, California
June 11, 2018
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Report of Independent Registered Public Accounting Firm

Shareholders and Board of Directors
MediciNova, Inc.
La Jolla, California

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of MediciNova, Inc. (the “ Company” ) as of December
31, 2017 and 2016, the related consolidated statements of operations and comprehensive loss, stockholders”
equity, and cash flows for each of the three years in the period ended December 31, 2017, and the related notes

(collectively referred to as the “ consolidated financial statements” ). In our opinion, the consolidated
financial statements present fairly, in all material respects, the financial position of the Company at December
31, 2017 and 2016, and the results of its operations and its cash flows for each of the three years in the period
ended December 31, 2017, in conformity with accounting principles generally accepted in the United States of

America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (“ PCAOB” ), the Company®s internal control over financial reporting as of December 31, 2017, based on
criteria established in Internal Control — Integrated Framework (2013)issued by the Committee of Sponsoring
Organizations of the Treadway Commission (“ COSO” ) and our report dated February 13, 2018 expressed an
unqualified opinion thereon.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company"s management. Our responsibility is
to express an opinion on the Company®s consolidated financial statements based on our audits. We are a public
accounting firm registered with the PCAOB and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of
material misstatement, whether due to error or fraud.

Our audits included performing procedures to assess the risks of material misstatement of the consolidated
financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ BDO USA, LLP
We have served as the Company®s auditor since 2015.

San Diego, California
February 13, 2018
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