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XOMA CORPORATION
2910 Seventh Street
Berkeley, California 94710
(510) 204-7200
To Our Stockholders:

You are cordially invited to attend the annual meeting of stockholders of XOMA Corporation on May 18, 2017, which will be held virtually via
live webcast at http://www.virtualshareholdermeeting.com/XOMA17 at 9:00 a.m. Pacific time. The meeting will be held online only.

Details of the business to be conducted at the annual meeting are provided in the Notice of Annual Meeting of Stockholders and proxy

statement. Also, for your information, we are making available a copy of our annual report to stockholders for the fiscal year ended on
December 31, 2016. We are providing our stockholders access to all of these materials via the Internet, reducing the amount of paper necessary
to produce these materials, as well as costs associated with mailing all of these materials to all stockholders. Accordingly, on or about April 5,
2017, we will begin mailing a Notice Regarding Internet Availability of Proxy Materials, or the Notice, to all stockholders of record as of

March 23, 2017 and will have posted our proxy materials on the website referenced in the Notice
(http://www.virtualshareholdermeeting.com/CALX15) As more fully described in the Notice, all stockholders may choose to access our proxy
materials on that website, and any stockholder may request a printed set of such materials.

We hope that you will attend the online annual meeting. In any event, please promptly vote your proxy by accessing the Internet, via the toll-free
telephone number in the Notice or, if you have elected to receive a paper copy of the proxy materials, by completing, signing and returning the
proxy card that is provided.

Sincerely yours,

James Neal

Chief Executive Officer
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XOMA CORPORATION
2910 Seventh Street
Berkeley, California 94710
(510) 204-7200
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD AT 9:00 A.M. ON MAY 18, 2017
To the Stockholders of XOMA Corporation:

The annual meeting of stockholders of XOMA Corporation (the Company ) will be held virtually via live webcast at
http://www.virtualshareholdermeeting.com/XOMA 2017 on May 18, 2017, at 9:00 a.m. Pacific time, for the following purposes:

1.  To elect our nominees for director;

2. To approve an amendment to the Company s 2010 Long Term Incentive and Stock Award Plan to (a) increase the number of shares
of Common Stock issuable over the term of the plan by an additional 1,470,502 to 2,579,062 shares in the aggregate; (b) increase the
number of shares of common stock issuable under the plan as incentive stock options by an additional 2,004,087 to 2,579,062 shares;
(c) increase the per person award limits for purposes of compliance with Section 162(m) to 2,000,000 shares for options and SARs
and to 2,000,000 shares for other types of stock awards; and (d) for purposes of Section 162(m) (i) confirm existing performance
criteria upon which performance goals may be based with respect to performance awards under the Long Term Incentive Plan, and
(ii) confirm existing means of adjustment when calculating the attainment of performance goals for performance awards granted
under the Long Term Incentive Plan;

3. To approve an amendment to the Company s 2015 Employee Share Purchase Plan to increase the number of shares of Common Stock
issuable over the term of the plan by 250,000 to 265,000 shares in the aggregate;

4.  To ratify the appointment of Ernst & Young LLP to act as the Company s independent registered public accounting firm for the 2017
fiscal year;

5. To approve, on a non-binding advisory basis, the compensation of the Company s named executive officers, as disclosed in this Proxy
Statement;

6.  To approve, on a non-binding advisory basis, the frequency of holding future advisory votes on executive compensation; and

7. To consider and transact such other business as may properly come before the meeting or any adjournment or postponement thereof.

These items of business are more fully described in the proxy statement accompanying this notice.

The Board of Directors has fixed the close of business on March 23, 2017, as the record date for the determination of stockholders entitled to
notice of, and to vote at, this meeting and at any adjournment or postponement thereof. On March 23, 2017, the Company had 7,585,629 shares
of common stock issued and outstanding. The proxy materials prepared in connection with the annual meeting are being made available at
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http://www.virtualshareholdermeeting.com/’XOMA2017.

By Order of the Board of Directors,

Thomas Burns
Senior Vice President, Finance and Chief Financial
Officer

This proxy statement and the related proxy card are being sent or made available

on or about April 5, 2017.
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YOUR VOTE IS IMPORTANT

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE ANNUAL MEETING OF
STOCKHOLDERS TO BE HELD MAY 18, 2017

Our proxy statement and our Annual Report on Form 10-K for the fiscal year ended December 31, 2016 are available at www.sec.gov

and on our website, www.xoma.com, by clicking Investors & Media and then SEC Filings. We will mail without charge, upon written
request, a copy of the proxy statement and Annual Report on Form 10-K. Requests should be sent to: XOMA Corporation, Attention
Corporate Secretary, 2910 Seventh Street, Berkeley, California 94710.

You are cordially invited to attend the meeting online. Whether or not you expect to attend the meeting, please vote over the telephone
or the Internet as instructed on the enclosed proxy card, or sign and return your proxy card prior to the meeting in order to ensure your
representation at the meeting. Even if you have voted by proxy, you may still vote in person if you attend the online meeting. Please
note, however, that if your shares are held of record by a broker, bank or other nominee and you wish to vote at the meeting, you must
obtain a proxy issued in your name from that record holder.



Edgar Filing: XOMA Corp - Form DEF 14A

XOMA CORPORATION
PROXY STATEMENT
TO THE STOCKHOLDERS:

The enclosed proxy is solicited on behalf of the Board of Directors (the Board ) of XOMA Corporation, a Delaware corporation ( XOMA or the

Company ), for use at the annual meeting of stockholders to be held virtually via live webcast at
http://www.virtualshareholdermeeting.com/XOMA2017 at 9:00 a.m. Pacific time on May 18, 2017, or any adjournment or postponement
thereof, at which stockholders of record holding shares of common stock on March 23, 2017, will be entitled to vote. On March 23, 2017, the
Company had issued and outstanding 7,585,629 shares of common stock, par value $0.0075 per share ( Common Stock ). Holders of Common
Stock are entitled to one vote for each share held.

Access via Internet

In accordance with the rules of the Securities and Exchange Commission (the SEC ), instead of mailing a printed copy of our proxy materials,
including our annual report, to each stockholder of record, we have decided to provide access to these materials via the Internet to all of our
stockholders. This reduces the amount of paper necessary to produce these materials, as well as the costs associated with mailing these materials
to all stockholders. Accordingly, on or about April 5, 2017, we will begin mailing a Notice Regarding Internet Availability of Proxy Materials,
or the Notice, to stockholders of record as of March 23, 2017, and will have posted our proxy materials on the website referenced in the Notice
(http://www.virtualshareholdermeeting.com/XOMA2017). As more fully described in the Notice, all stockholders may choose to access our
proxy materials on that website, and any stockholder may request a printed set of such materials.

How to vote your shares

Your shares can be voted at the annual meeting only if you are online during the webcast or represented by proxy. All registered stockholders
can appoint a proxy via the Internet by telephone or by paper proxy, by following the instructions included with their proxy card. Stockholders
whose shares of Common Stock are registered in the name of a bank or brokerage firm should follow the instructions provided by their bank or
brokerage firm on voting their shares of Common Stock. Submitting the proxy via the Internet, by phone or by signing and returning the proxy
card does not affect your right to vote online at the annual meeting.

Voting of Proxy

All shares represented by a valid proxy to the annual meeting will be voted, and, if you provide specific instructions, your shares will be voted as
you instruct. If you sign your proxy card with no further instruction and do not hold your shares beneficially thorough a broker, bank or other
nominee, your shares will be voted:

FOR each of the nominees for the Board of Directors;

FOR an amendment to the Company s 2010 Long Term Incentive and Stock Award Plan to (a) increase the number of shares of
Common Stock issuable over the term of the plan by an additional 1,470,502 to 2,579,062 shares in the aggregate; (b) increase the
number of shares of common stock issuable under the plan as incentive stock options by an additional 2,004,087 to 2,579,062 shares;
(c) increase the per person award limits for purposes of compliance with Section 162(m) to 2,000,000 shares for options and SARs and
to 2,000,000 shares for other types of stock awards; and (d) for purposes of Section 162(m) (i) confirm existing performance criteria
upon which performance goals may be based with respect to performance awards under the Long Term Incentive Plan, and

(i) confirm existing means of adjustment when calculating the attainment of performance goals for performance awards granted under
the Long Term Incentive Plan;
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FOR an amendment to the Company s 2015 Employee Share Purchase Plan to increase the number of shares of Common Stock
issuable over the term of the plan by 250,000 to 265,000 shares in the aggregate;

FOR the appointment of Ernst & Young LLP to act as the Company s independent registered public accounting firm for the 2017 fiscal
year;,

FOR the advisory vote to approve the compensation of the Company s named executive officers, as disclosed in this Proxy Statement;
and

FOR the advisory vote to approve the frequency of holding future advisory votes on executive compensation.
Revocability of Proxies

In the case of registered stockholders, a proxy may be revoked at any time prior to its exercise by (a) giving written notice of such revocation to
the Secretary of the Company at the Company s principal office, 2910 Seventh Street, Berkeley, California 94710, (b) logging in and voting at
the online annual meeting, (c) properly executing a later-dated proxy and delivering it to the Company before the annual meeting, or

(d) retransmitting a subsequent proxy via the Internet or by phone before the annual meeting. Logging in without voting at the annual meeting
will not automatically revoke a proxy, and any revocation during the virtual meeting will not affect votes previously taken. Stockholders whose
shares of Common Stock are registered in the name of a bank or brokerage firm should follow the instructions provided by their bank or
brokerage firm for revoking their previously-appointed proxies. Abstentions and broker non-votes are each included in the number of shares of
Common Stock present and entitled to vote for purposes of establishing a quorum, but are not counted in tabulations of the votes cast on
proposals presented to stockholders.

Quorum

The presence, in person or by proxy, of at least a majority of the shares of Common Stock outstanding on the record date will constitute a
quorum. Abstentions are included in the number of shares of Common Stock present and entitled to vote for purposes of establishing a quorum,
but are not counted in tabulations of the votes cast on proposals presented to stockholders.

The Company will bear the entire cost of solicitation, including preparation, assembly, printing, and delivery of this proxy statement, the proxy
card, and any additional material furnished to stockholders. Copies of solicitation material will be furnished to brokerage houses, fiduciaries, and
custodians holding in their names shares of Common Stock that are beneficially owned by others to forward to such beneficial owners. The
solicitation of proxies may be supplemented by telephone, electronic or personal solicitation by directors, officers, or employees of the Company
for no additional compensation. Stockholders appointing a proxy through the Internet should understand that there may be costs associated with
electronic access, such as usage charges from Internet access providers, which will be borne by the stockholders.
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COMMON STOCK OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding all stockholders known by the Company to be the beneficial owners of more than
5% of the Company s issued and outstanding shares of Common Stock and regarding each director, each of our named executive officers ( NEOs )
and all directors and executive officers as a group, together with the approximate percentages of issued and outstanding shares of Common
Stock owned by each of them. Percentages are calculated based upon shares issued and outstanding plus shares that the holder has the right to
acquire under stock options, warrants exercisable and restricted stock units releasable within 60 days from March 1, 2017. The percentages in
the table below are based on an aggregate of 7,525,015 shares of Common Stock issued and outstanding as of March 1, 2017. Except for
information based on Schedules 13G and 13D, as indicated in the footnotes, amounts are as of March 1, 2017, and each of the stockholders has
sole voting and investment power with respect to the shares of Common Stock beneficially owned, subject to community property laws where
applicable. An individual s presence on this or any other table presented herein is not intended to be reflective of such person s status as a

reporting person under Section 16(a) of the Securities Exchange Act of 1934, as amended (the Exchange Act ). The address for each director and
executive officer listed in the table below is c/o XOMA Corporation, 2910 Seventh Street, Berkeley, California 94710.

Number of Percentage of
Shares of Common Stock Common Stock

Name of Beneficial Owner Beneficially Owned Beneficially Owned(%)
BVF Inc.(1) 1,503,565 19.98
John Varian(2) 106,753 1.42
James Neal(3) 33,756 &
Patrick J. Scannon, M.D., Ph.D.(4) 24,987 *
Thomas Burns(5) 17,869 &
Peter Barton Hutt(6) 15,270 *
Joseph M. Limber(7) 11,427 &
Paul D. Rubin, M.D.(8) 13,505 *
W. Denman Van Ness(9) 13,446 &
Timothy P. Walbert(10) 13,219 *
Jack L. Wyszomierski(11) 13,191 &
Matthew D. Perry(12) 2,537 *
All directors and current executive officers as a group as of the record

date (9 persons) 227,468 3.02%

* Indicates less than 1%.

(1) Based on the 13D filing on February 21, 2017, as of February 21, 2017, BVF Inc. and its related entities beneficially held 1,503,565 shares
of common stock and 5,003 shares of Series X preferred stock. BVF Partners L.P., or Partners, is the general partner of Biotechnology
Value Fund, L.P., or BVF, and Biotechnology Value Fund II, L.P., or BVF II, is the investment manager of Biotechnology Value Trading
Fund OS LP, or Trading Fund OS, and the sole member of BVF Partners OS Ltd., or Partners OS. BVF Inc. is the general partner of
Partners, and Mark N. Lampert is the sole officer and director of BVF Inc. Partners OS disclaims beneficial ownership of the shares of
common stock beneficially owned by Trading Fund OS. Each of Partners, BVF Inc. and Mr. Lampert disclaims beneficial ownership of
the shares of common stock beneficially owned by BVF, BVF2, Trading Fund OS, and certain Partners management accounts. Series X
preferred stock per its terms shall not be converted if, after such conversion, its holding group would beneficially own more than 19.99%
of the number of shares of common stock then issued and outstanding. The address of the principal business and office of BVF Inc. and its
affiliates is 1 Sansome Street, 30th Floor, San Francisco, California 94104.

(2) Includes 61,218 shares of Common Stock issuable upon the exercise of options exercisable as of 60 days after March 1, 2017, and 3,651
shares of Common Stock that have been deposited pursuant to the Company s Deferred Savings Plan.

10
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Includes 25,064 shares of Common Stock issuable upon the exercise of options exercisable or RSUs releasable within 60 days after
March 1, 2017, and 2,961 shares of Common Stock that have been deposited pursuant to the Company s Deferred Savings Plan.

Dr. Scannon retired from employment with XOMA in December 2016. Includes 23,134 shares of Common Stock issuable upon the
exercise of options exercisable as of 60 days after March 1, 2017, and 37 shares held by Dr. Scannon s daughter.

Includes 13,703 shares of Common Stock issuable upon the exercise of options exercisable as of 60 days after March 1, 2017, and 2,390
shares of Common Stock that have been deposited pursuant to the Company s Deferred Savings Plan.

Includes 15,270 of Common Stock issuable upon the exercise of options within 60 days after March 1, 2017.

Includes 6,783 of Common Stock issuable upon the exercise of options within 60 days after March 1, 2017.

Dr. Rubin s employment with XOMA ended in November 2016. Includes 13,505 shares of Common Stock issuable upon the exercise of
options exercisable as of 60 days after March 1, 2017.

Includes 9,911 shares of Common Stock issuable upon the exercise of options exercisable as of 60 days after March 1, 2017, 130 shares
owned by The Van Ness 1983 Revocable Trust, and 1 share owned by Mr. Van Ness s IRA.

Includes 8,320 shares of Common Stock issuable upon the exercise of options exercisable within 60 days after March 1, 2017.

Includes 8,292 shares of Common Stock issuable upon the exercise of options exercisable within 60 days after March 1, 2017.

Includes 2,537 shares of Common Stock issuable upon the exercise of options exercisable as of 60 days after March 1, 2017. Mr. Perry
may be deemed to be a member of a Section 13(d) group that may be deemed to collectively beneficially own more than 10% of the
Issuer s outstanding shares of Common Stock.

11
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COMPENSATION OF EXECUTIVE OFFICERS
Compensation Discussion and Analysis
This Compensation Discussion and Analysis describes the material elements of our compensation program during 2016 for each individual who
served as our principal executive officer, our principal financial officer and two former executive officers who would have been among our next

three most highly-compensated executive officers but for the fact that they were not serving as executive officers on the last day of 2016 (the
Named Executive Officers ). We had no other executive officers during 2016. These individuals were:

James R. Neal, our Chief Executive Officer;

Tom Burns, our Senior Vice President, Finance and Chief Financial Officer;

John Varian, our former Chief Executive Officer;

Dr. Paul D. Rubin, our former Senior Vice President, Research and Development and Chief Medical Officer; and

Dr. Patrick J. Scannon, our former Executive Vice President and Chief Scientific Officer.
This Compensation Discussion and Analysis also provides an overview of our executive compensation philosophy and objectives. Finally, it
analyzes how and why the Compensation Committee of our Board of Directors (the Compensation Committee ) arrived at the specific
compensation decisions for our executive officers, including the Named Executive Officers, for 2016, including the key factors that the
Compensation Committee considered in determining their compensation.

Significant Management Changes During 2016

@ Resignation of Senior Vice President, Research and Development and Chief Medical Officer On November 11, 2016, Dr. Rubin tendered
his resignation as our Senior Vice President, Research and Development and Chief Medical Officer. His resignation was effective as of
November 18, 2016. For information on his compensation arrangements in connection with his resignation, see the discussion of Employment

Contracts and Termination of Employment and Change of Control Arrangements in this Proxy Statement.

@ Retirement of Chief Executive Officer On December 21, 2016, Mr. Varian, our Chief Executive Officer, retired. Pursuant to the terms and
condition of his employment agreement, Mr. Varian received the following payments and benefits:

a cash payment in the amount of $604,169, which was equal to his current annual base salary, payable in monthly installments
beginning 60 days after his retirement;

a cash payment in the amount of $120,834, which was equal to a pro-rated portion of his then-current target annual incentive
compensation opportunity, payable in a lump sum 60 days after his retirement;

benefits coverage for a period of 12 months; and

eligibility for outplacement services for 12 months in an amount not to exceed $15,000.
Pursuant to the terms and conditions of his employment agreement, these payments and benefits are subject to his compliance with certain
confidentiality and non-competition provisions.

12
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In addition, Mr. Varian also received certain benefits under the terms and conditions of a retention benefit agreement between him and the
Company. Pursuant to the terms and conditions of this agreement, upon his retirement, each of the options to purchase shares of our common
stock and restricted stock unit ( RSU ) awards for shares of our common stock that may be issued upon vesting held by Mr. Varian became fully
vested and each stock option will remain vested and exercisable for the full term of such option until the expiration date set forth in the

applicable stock option agreement, but in no event later than 10 years following the grant date of the option.

13
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Mr. Varian continues to serve as a member of our Board of Directors.

@ Appointment of New Chief Executive Officer Effective December 21, 2016, Mr. Neal was appointed as our Chief Executive Officer and a
member of our Board of Directors. In connection with his promotion, our Board of Directors granted Mr. Neal an option to purchase 100,000
shares of our common stock under the terms of our Amended and Restated 2010 Long Term Incentive and Stock Award Plan.

@ Departure of Executive Vice President and Chief Scientific Officer On December 21, 2016, Dr. Scannon s employment as our Executive
Vice President and Chief Scientific Officer was terminated. Pursuant to the terms and condition of his employment agreement, Dr. Scannon
received the following payments and benefits:

a cash payment in the amount of $187,697, which was equal to 75% of his current annual base salary, payable in monthly
installments beginning 60 days after his termination;

a cash payment in the amount of $21,898, which was equal to a pro-rated portion of his current target annual incentive compensation
opportunity, payable in a lump sum 60 days after his termination;

benefits coverage for a period of nine months; and

outplacement services for 6 months in an amount not to exceed $8,000.
Pursuant to the terms and conditions of his employment agreement, these payments and benefits are subject to his compliance with certain
confidentiality and non-competition provisions.

Executive Summary

We have an established history of discovering and developing innovative therapeutics derived from our unique platform of antibody
technologies. Typically, we have sought to license these therapeutic assets to partner companies which take on the responsibilities of later stage
development, approval and commercialization. In addition, we have licensed our antibody technologies on a non-exclusive basis to other
companies which desire to access this capability for their own discovery efforts.

We are evolving our strategy to be focused on developing or acquiring revenue-generating assets and coupling them with a lean corporate
infrastructure. Our goal is to create a sustainably profitable business and generate meaningful value for our stockholders. Since our business
model is based on the goal of partnering with other pharmaceutical companies to commercialize and market our assets, we expect a significant
portion of our revenue will be based on payments made to us as milestones and royalties by our partners and licensees.

2016 Executive Compensation Highlights

The Compensation Committee took the following actions with respect to the 2016 compensation of the Named Executive Officers:

Base Salaries Increased their annual base salaries in amounts ranging from 0% to 21%, including a base salary increase of
3% for our former Chief Executive Officer;

Incentive Compensation Payments Made incentive compensation payments pursuant to the 2016 Incentive Compensation Plan to
the Named Executive Officers in amounts ranging from 44% to 57% of their target annual incentive award opportunities, including
payments to our former Chief Executive Officer for quarterly bonuses totaling $133,885 and $120,834 to our former Chief Executive
Officer, payable in a lump sum 60 days after his retirement;

14
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Focal Long-Term Incentive Compensation Granted them long-term incentive compensation opportunities in the form of RSU
awards in amounts ranging from $82,842 to $413,295, including an RSU award to our former Chief Executive Officer in the amount
of $413,295; and

15



Edgar Filing: XOMA Corp - Form DEF 14A

Relaunch Long-Term Incentive Compensation Granted certain Named Executive Officers long-term incentive compensation
opportunities in the form of options to purchase shares of our common stock in amounts ranging from $149,821 to $428,060,
including a stock option to our current Chief Executive Officer in connection with his promotion in the amount of $428,060.

Significant Compensation Policies and Practices

We endeavor to maintain sound executive compensation policies and practices, including compensation-related corporate governance standards,
consistent with our executive compensation philosophy. During 2016, we maintained the following executive compensation policies and
practices, including both policies and practices we have implemented to drive performance and policies and practices that either prohibit or
minimize behaviors that we do not believe serve our stockholders long-term interests:

What We Do

Independent Compensation Committee The Compensation Committee consists solely of independent directors who establish our
compensation practices.

Independent Compensation Consultant The Compensation Committee has engaged its own compensation consultant to provide
information, analysis, and other advice on executive compensation independent of management. This compensation consultant does
not provide any other services to the Company.

Annual Executive Compensation Review At least once a year, the Compensation Committee conducts a review of our executive
compensation program, including our compensation strategy.

Compensation At-Risk  Our executive compensation program is designed so that a significant portion of our executive officers
compensation is at risk based on corporate performance, because it is either equity-based or paid out according to pre-established
corporate performance objectives, to align the interests of our executive officers and stockholders.

Annual Compensation-Related Risk Assessment The Compensation Committee considers our compensation-related risk profile to
ensure that any compensation-related risk is not inappropriate, excessive or reasonably likely to have a material adverse effect on the
Company.

Multi-Year Vesting Requirements To align the interests of our executive officers and stockholders, the equity awards
granted to our executive officers generally vest over periods of either three or four years.
What We Do Not Do

No Guaranteed Bonuses We do not provide guaranteed bonuses to our executive officers.

No Retirement Plans We do not currently offer, nor do we have plans to offer, defined benefit pension plans or any
non-qualified deferred compensation plans or arrangements to our executive officers, other than our deferred savings
plan (a tax-qualified plan with a Section 401 (k) cash or deferred feature) which is available to all employees. Our
executive officers are eligible to participate in our deferred savings plan on the same basis as our other employees.

Permit Aggressive or Speculative Trading or the Pledging of Our Securities We prohibit our employees, including our executive
officers, and the members of our Board of Directors, from purchasing shares of our common stock on margin, pledging our
securities, short sales, buying or selling put or call options on our common stock, or engaging in derivative transactions relating to
our securities.

16
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Provide Special Welfare or Health Benefits We do not provide our executive officers with any special welfare or health benefit
programs that are not otherwise available to all of our employees.

No Stock Option Re-pricing We do not permit options to purchase shares of our common stock to be re-priced to a lower exercise
price without the approval of our stockholders.
Stockholder Advisory Vote on Named Executive Officer Compensation

At our 2014 Annual Meeting of Stockholders, we conducted a non-binding stockholder advisory vote on the 2013 compensation of the Named
Executive Officers (commonly known as a Say-on-Pay vote). Our stockholders approved the 2013 compensation of the Named Executive
Officers with approximately 89% of the votes cast in favor of the proposal.

As the Compensation Committee has evaluated our executive compensation policies and practices since that vote, it has been mindful of the
support our stockholders expressed for our compensation philosophy. As a result, following our annual review of our executive compensation
philosophy since the Say-on-Pay vote, the Compensation Committee has decided to retain our general approach to executive compensation.

Other than the implementation of our 2016 Incentive Compensation Plan (the 2016 Bonus Plan ), no significant design changes were made to our
executive compensation program during 2016. We value the opinions of our stockholders and will continue to consider the outcome of future
Say-on-Pay votes, as well as feedback received throughout the year, when making compensation decisions for our executive officers.

With regard to the separate non-binding stockholder advisory vote on the frequency of future non-binding stockholder advisory votes on the
Named Executive Officers (commonly known as a Say-on-Frequency vote) conducted at our 2011 Annual Meeting of Stockholders, our
stockholders cast the highest number of votes for voting on a triennial basis, compared to every one or two years. In light of this result and other
factors considered, our Board of Directors determined that we would hold triennial Say-on-Pay votes until the next required Say-on-Frequency
vote, which is being conducted at the Annual Meeting of Stockholders to which this Proxy Statement relates.

Compensation Philosophy and Objectives

The primary objective of our executive compensation program is to enable us to attract, motivate, and retain outstanding individuals to serve as
our executive officers and align their long-term success with that of our stockholders through the achievement of financial, operational, and
strategic objectives that are fundamental to our business model and which promote the creation of sustainable long-term stockholder value.

We seek to attract and retain our executive officers by ensuring that their target total direct compensation opportunities are competitive with the
companies in our industry against which we compete. When setting our executive officers overall compensation packages, the Compensation
Committee considers the various elements of compensation provided in light of the role an executive officer plays or is expected to play in our
achievement of our short-term and longer-term objectives as well as the compensation packages provided to similarly-situated executives at the
companies in our compensation peer group.

The Compensation Committee also ties our short-term and long-term cash and equity awards to the achievement of measurable corporate and
individual performance criteria to create incentives that we believe effectively motivate executive performance. These performance criteria may
vary depending on each executive officer s individual role, but include value-adding achievements such as revenue generation, cost reduction,
gains in production efficiency, and timely completion of undertakings.
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Compensation-Setting Process
Role of the Compensation Committee

The Compensation Committee discharges the responsibilities of our Board of Directors relating to the compensation of our executive officers,
including the Named Executive Officers. The Compensation Committee is composed of non-employee directors under Exchange Act Rule
16b-3, and outside directors under Section 162(m) of the Internal Revenue Code of 1986, as amended (the Code ).

The Compensation Committee oversees the compensation programs, policies, and practices for all of our employees generally, but only reviews
and individually approves the compensation for our executive officers, including the Named Executive Officers (other than our Chief Executive
Officer). With respect to the compensation of our Chief Executive Officer, final decisions are made by the independent members of our Board of
Directors, upon the recommendations of the Compensation Committee.

In making its executive compensation determinations, the Compensation Committee receives input from its compensation consultant, as well as
recommendations from our Chief Executive Officer, although no member of management is present for or participates in decisions regarding his
or her own compensation.

Role of Management

In discharging its responsibilities, the Compensation Committee works with members of our management team, including our Chief Executive
Officer. The management team assists the Compensation Committee by providing information on Company and individual performance, market
data, and management s perspective and recommendations on compensation matters. The Compensation Committee solicits and reviews our
Chief Executive Officer s recommendations and proposals with respect to adjustments to base salaries, cash incentive compensation, long-term
incentive compensation opportunities, program structures, and other compensation-related matters for our executive officers (other than with
respect to his own compensation). The Compensation Committee reviews and discusses these recommendations and proposals with our Chief
Executive Officer and uses them as one factor in determining and approving the compensation for our executive officers (other than our Chief
Executive Officer). Our Chief Executive Officer recuses himself from all discussions and recommendations regarding his own compensation.

Role of the Compensation Consultant

Under its charter, the Compensation Committee has the authority to engage the services of outside advisors, experts, and others to assist it in the
discharge of its responsibilities. In accordance with this authority, the Compensation Committee has retained the services of Compensia, Inc., a
national compensation consulting firm that specializes in executive compensation matters, to assist it in evaluating our executive compensation
program, gathering and analyzing data on the competitive market for executive talent, and formulating and assessing potential changes to our
executive compensation program. Compensia serves at the discretion of the Compensation Committee, which reviews Compensia s engagement
annually.

The Compensation Committee regularly reviews the objectivity and independence of the advice provided by Compensia on executive
compensation matters. In 2016, the Compensation Committee considered the six specific independence factors adopted by the SEC and the
NASDAAQ Stock Market and determined that Compensia is independent and that its work did not raise any conflicts of interest.

Competitive Positioning

At the direction of the Compensation Committee, in May 2016 the management team commissioned an executive compensation analysis (the
Executive Compensation Analysis ) which compared our executive pay levels to those of a peer group of 17 companies as well as relevant
compensation data reported in the Radford
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Global Life Sciences Survey. This compensation peer group was developed by selecting primarily biotechnology companies with that were in
the late stage of developing their products, that had workforces that were within 25% and 150% of our workforce, that had been identified by
investment analysts as comparators, and that were within specific revenues and market capitalization parameters. The companies that comprised
the compensation peer group were as follows:

Applied Genetic Technologies Peregrine Pharmaceuticals
Ardelyx Raptor Pharmaceutical
AVEO Pharmaceuticals Recro Pharma

BioCryst Pharmaceuticals Rigel Pharmaceuticals
Calidrius Biosciences Threshold Pharmaceuticals
CareD Vanda Pharmaceuticals
Cytokinetics Vericel

GlycoMemetics Vical

Infinity Pharmaceuticals

When evaluating the compensation of our executive officers, the Compensation Committee considers various percentile rankings based on the
Executive Compensation Assessment and references the percentile or percentiles that it deems most appropriate for the Company for a particular
year. For 2016, the Compensation Committee chose the 50th percentile as the most appropriate percentile for reference purposes. This process is
performed to ensure that the target total direct compensation of our executive officers is competitive within our industry and appropriate when
certain levels of performance are achieved. If, based on this evaluation, the Compensation Committee determines that our current compensation
levels are not appropriate or tailored to our compensation objectives, then it may adjust the applicable compensation levels and targets
accordingly.

As part of its review of the compensation of our executive officers, the Compensation Committee recognizes the practical reality that job
responsibilities of persons with similar titles may vary significantly from company to company and that a person s title is not necessarily fully
descriptive of a person s duties. The Compensation Committee considers the scope and complexity of executive positions within the Executive
Compensation Assessment and compares these positions to the scope and complexity of our executive positions. The result is an assessment of
the compensation being paid to our executive officers in light of the compensation being paid to persons performing duties of similar scope and
complexity at the companies included in the Executive Compensation Assessment. The Compensation Committee uses this assessment to assist
it in making decisions regarding appropriate compensation levels for our executive positions. The underlying principle of the evaluation
methodology is to focus on identifying those positions that have a scope and complexity of responsibilities that are comparable to those duties
exercised by each of our particular executive officers.

Compensation Elements
Base Salary

We pay base salaries to our executive officers, including the Named Executive Officers, to compensate them for their day-to-day services and to
provide a predictable level of compensation. The Compensation Committee determines the base salaries of our executive officers based on its
consideration of a competitive market analysis prepared by its compensation consultant, the recommendations of our Chief Executive Officer
(except with respect to his own base salary), the executive officer s overall experience, responsibility, performance, and compensation level in his
or her prior position (for newly-hired executive officers), each executive officer s overall performance and compensation level during the prior
year (for current executive officers), the base salary levels of similarly-situated individuals at the companies in our compensation peer group, the
general labor
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market in which we compete for executive talent, the performance of our common stock during the prior fiscal year, and such other factors as it
may deem to be reasonable and appropriate.

For 2016, the Compensation Committee recommended an adjustment to the base salary of our then-Chief Executive Officer to the independent
members of our Board of Directors, which subsequently approved such adjustment, and approved adjustments to the base salaries of the other
Named Executive Officers as follows:

Named Executive Officer 2015 Base Salary 2016 Base Salary Percentage Increase
Mr. Neal $ 400,000 $ 400,000 0%
Mr. Burns $ 285,000 $ 345,000 21%
Mr. Varian $ 586,572 $ 604,169 3%
Dr. Rubin $ 423,299 $ 431,765 2%
Dr. Scannon $ 250,262 $ 250,262 0%

Incentive Compensation

In February 2016, our Board of Directors approved the 2016 Bonus Plan to replace our CEO Incentive Compensation Plan, Management
Incentive Compensation Plan, and Bonus Compensation Plan. The 2016 Bonus Plan provides our executive officers and other eligible
employees the opportunity to earn cash incentive payments based on our level of achievement of certain pre-established short-term corporate
financial, operational, and strategic objectives, and on each executive officer s individual performance during the four quarterly performance
periods which corresponded to the four calendar quarters from January 1, 2016 through December 31, 2016.

Reflecting our pay-for-performance culture, the 2016 Bonus Plan was designed to represent a significant element of our executive officers
variable, performance-based compensation. Specifically, the 2016 Bonus Plan is intended to:

Drive execution of our annual operating plan balanced with our longer-term strategic objectives;

Build from a program-based, rather than a calendar year, view;

Ensure that we are continuously working toward objectives that reinforce and sustain long-term growth in the value of our common
stock;

Reward plan participants commensurate with our corporate and their individual performance;

Better manage accountability when rewarding the achievement of deliverables; and

Provide flexibility to allow for changes in our business priorities or changes in our business environment.
We believe this new approach for determining short-term incentive awards will serve to focus efforts on results that will contribute to long-term
value creation for our stockholders.

Under the 2016 Bonus Plan, our management team develops the corporate performance objectives for each quarter in the calendar year based on
our operating plan. These objectives are submitted to the Compensation Committee for its review and adjustment (as necessary), with the
Compensation Committee then submitting them to our Board of Directors for review and approval within 60 days of the beginning of the
calendar year. Generally, the 2016 Bonus Plan provides that cash incentive payments will be based on our actual performance as measured
against the pre-established corporate performance objectives, with individual performance considered as a secondary factor, as evaluated and
determined at the end of each quarter, with the Compensation Committee approving any payments within 30 days after the end of the quarter.
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Target Annual Cash Incentive Award Opportunities

Under the 2016 Bonus Plan, at the beginning of each year participants are assigned a target annual cash incentive award opportunity, the amount
of which is calculated as a percentage of annual base salary.

In February 2016, the Compensation Committee formulated the target and maximum annual cash incentive award opportunities for our

executive officers, including the Named Executive Officers, after taking into consideration a competitive market analysis prepared by

Compensia, the recommendations of our Chief Executive Officer (except with respect to his own target annual cash incentive opportunity), and
the other factors described above. Generally, the target annual cash incentive award opportunities were consistent with the median of the target
annual bonus opportunities for similarly-situated individuals at the companies in our then-current compensation peer group. Further, the
maximum annual cash incentive award opportunities were set at 190% of each executive officer s target annual cash incentive award opportunity.
The Compensation Committee recommended target and maximum annual cash incentive award opportunities for our then-Chief Executive
Officer to the independent members of our Board of Directors, which subsequently approved such award opportunities, and approved target and
maximum annual cash incentive award opportunities for the other Named Executive Officers as follows:

Target Annual Cash Target Annual Cash
Incentive Incentive Maximum Annual Cash
Award Award Incentive Award

Named Executive Officer 2016 Base Salary Opportunity Opportunity Opportunity

Mr. Neal $ 400,000 40% $ 160,000 $ 304,000
Mr. Burns $ 322,973(1) 35% $ 113,041 $ 214,777
Mr. Varian $ 604,169 50% $ 302,085 $ 573,961
Dr. Rubin $ 431,765 40% $ 172,706 $ 328,141
Dr. Scannon $ 250,262 35% $ 87,592 $ 166,424

(1) Mr. Burns received multiple base salary increases during 2016. The number shown represents the time-weighted average salary for the
entire year.

Participants could earn up to 200% of the portion of their target annual cash incentive award opportunity allocated to corporate performance

objectives in any year for the achievement of the corporate performance objectives selected for that year and up to 150% of the portion of their

target annual cash incentive award opportunity allocated to individual performance for that year based on the assessment of their individual

performance for that year. In no event would an executive officer, including any Named Executive Officer, be eligible to receive any bonus

payout for any year in excess of his or her maximum annual cash bonus opportunity for the year.

Under the 2016 Bonus Plan, cash incentive payments were determined by the Compensation Committee after the end of each quarter based on

an evaluation of our actual achievement as measured against each of the corporate performance objectives established for that quarter and a
subjective assessment of a participant s individual performance, except that the Chief Executive Officer s individual performance assessment for
each quarter, and any payment due based on individual performance in any quarter, are made at the end of the calendar year.

Relative Performance Weighting

In February 2016, the Compensation Committee approved the following allocation of the corporate and individual performance weighting for
our executive officers, including the Named Executive Officers. These allocations were based on the Compensation Committee s assessment of
the relative roles of each executive officer, as well as the functional areas for which each executive officer had responsibility. For purposes of
the
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2016 Bonus Plan, the relative weightings between corporate and individual performance for the Named Executive Officers were as follows:

Corporate Maximum Annual Cash
Performance Incentive Award

Named Executive Officer Objectives Individual Performance Opportunity

Mr. Neal 80% 20% 190%
Mr. Burns 80% 20% 190%
Mr. Varian 80% 20% 190%
Dr. Rubin 80% 20% 190%
Dr. Scannon 80% 20% 190%

Further, the Compensation Committee approved the following allocation of the corporate and individual performance weighting among the four
quarters of 2016. These allocations were based on the Compensation Committee s assessment of where it wanted our executive officers,
including the Named Executive Officers, to devote their efforts during the year with respect to the various corporate performance objectives
selected for the year. As explained below, the Plan allows for corporate objectives that may sum to more or less than 100% in any given year; for
2016, the total possible corporate achievement under the Plan was 120%.

Individual

Performance

Corporate Performance

Objectives (80% of each executive
officer s target annual (20% of each executive officer s
target annual cash

cash
incentive award incentive award
Fiscal Quarter opportunity) opportunity)
First Quarter 12.5% 5%
Second Quarter 42.5% 5%
Third Quarter 47.5% 5%
Fourth Quarter 17.5% 5%

Corporate Performance Objectives

Under the 2016 Bonus Plan, at the beginning of each year the Compensation Committee was to approve and recommend to the Board that it
approve the corporate performance objectives for the year. A corporate performance objective was to fall into one of three general categories:

A Time-Independent Milestone An operational or strategic performance goal that would result in a cash incentive payment for the
quarter when it was actually achieved (as determined in the discretion of the Compensation Committee) independent of any specified

deadline;

A Time-Dependent Milestone An operational or strategic performance goal that would result in a cash incentive payment for the
quarter if it was actually achieved (as determined in the discretion of the Compensation Committee) by the deadline specified by the

Compensation Committee at the time the goal was approved;

A Financial/Corporate Goal A financial or corporate performance goal approved by our Board of Directors in connection with the
determination of our annual budget that would result in a cash incentive payment if it was actually achieved by the deadline
approved by the Board of Directors.
As noted above, corporate performance objectives were to be developed by our management team prior to the commencement of each year for
the next six fiscal quarters and submitted to the Compensation Committee for its review and adjustment (as necessary), with the Compensation
Committee then submitting the objectives for the year to our Board of Directors for review and approval within 60 days of the beginning of the
calendar year.

In connection with its approval of the corporate performance objectives for each quarter, the Compensation Committee assigned each objective a
weighting based on its importance for purposes of completion during the quarter and/or year. Such weightings were to be applied uniformly to
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In February 2016, following its review of our management team s proposal, the Compensation Committee selected the following corporate
performance objectives for purposes of the 2016 Bonus Plan and submitted them to our Board of Directors for review and approval. After
discussion, our Board of Directors approved the corporate performance objectives. Our Board of Directors approved these objectives because it
believed that they were appropriate drivers for our business as they provided a balance between generating revenue, managing our expenses, and
growing our business, which enhance stockholder value. With respect to each corporate performance objective, the following table identifies and

describes the objective,