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In this Quarterly Report on Form 10-Q, “we,” “our,” “us,” “Xenon,” and “the Company” refer to Xenon Pharmaceuticals Inc.
“Xenon,” the Xenon logo and “Extreme Genetics” are the property of Xenon Pharmaceuticals Inc. and are registered in the
United States and used or registered in various other jurisdictions. This report contains references to our trademarks

and to trademarks belonging to other entities. Solely for convenience, trademarks and trade names referred to in this

report may appear without the ® or ™ symbols, but such references are not intended to indicate, in any way, that their
respective owners will not assert, to the fullest extent under applicable law, their rights thereto. We do not intend our

use or display of other companies’ trade names or trademarks to imply a relationship with, or endorsement or

sponsorship of us by, any other companies.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

XENON PHARMACEUTICALS INC.
Balance Sheets

(Unaudited)

(Expressed in thousands of U.S. dollars except share amounts)

Assets

Current assets:

Cash and cash equivalents

Marketable securities

Accounts receivable

Prepaid expenses and other current assets

Prepaid expenses, long term
Property, plant and equipment, net
Total assets

Liabilities and shareholders’ equity

Current liabilities:

Accounts payable and accrued expenses (note 6)
Deferred revenue

Deferred tenant inducements

Shareholders’ equity:
Common shares, without par value; unlimited shares authorized; issued and

outstanding: 17,892,933 (December 31, 2015 - 14,385,336)
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss

Total liabilities and shareholders’ equity

Collaboration agreements (note 8)
Commitments and contingencies (note 9)

September
30,
2016

$54,135
15,356
595
1,264
71,350
479
1,542

$73,371

3,976

3,976
86
$4,062

172,886
34,117
(136,704)
(990 )
$69,309
$73,371

December
31,
2015

$58,651
315
1,900
60,866
1,094
1,989

$63,949

2,625
157
2,782
133
$2,915

148,634
33,083
(119,693)
(990 )
$61,034
$63,949



Edgar Filing: Xenon Pharmaceuticals Inc. - Form 10-Q

The accompanying notes are an integral part of these financial statements.
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XENON PHARMACEUTICALS INC.

Statements of Operations and Comprehensive Loss

(Unaudited)

(Expressed in thousands of U.S. dollars except share and per share amounts)

Three Months Ended September 30,Nine Months Ended September 30,

2016 2015 2016 2015

Revenue:
Collaboration revenue (note 8) $412 $ 4,293 $1,393 $ 12,347
Royalties 1 1 34 3

413 4,294 1,427 12,350
Operating expenses:
Research and development 5,965 3,793 15,432 10,889
General and administrative 1,779 1,321 5,350 8,219

7,744 5,114 20,782 19,108
Loss from operations (7,331 ) (820 ) (19,355 ) (6,758 )
Other income (expense):
Interest income 114 130 336 445
Foreign exchange gain (loss) 497 ) (3,137 ) 2,026 (5,502 )
Net loss and comprehensive loss (7,714 ) (3,827 ) (16,993 ) (11,815 )
Net loss per common share (note 4):
Basic and diluted $ (0.51 ) $(0.27 ) $(1.16 ) $(0.83 )
Weighted-average common shares
outstanding (note 4):
Basic and diluted 15,268,964 14,298,612 14,690,357 14,251,006

The accompanying notes are an integral part of these financial statements.
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XENON PHARMACEUTICALS INC.
Statement of Shareholders’ Equity
(Unaudited)

(Expressed in thousands of U.S. dollars except share amounts)

Accumulated
Additional other
paid-in comprehensivél'otal shareholders'
Common shares capital Accumulated deficitoss (D equity
Shares Amount
Balance as of
December 31, 2014 14,181,333 $147,157 $30,346 $ (103,734 ) $ (990 ) $ 72,779
Net loss for the year (15,752 ) (15,752 )
Stock option compensation
expense 2,077 2,077
Issued pursuant to exercise
of stock options 204,003 1,477 992 ) (207 ) 278

Fair value adjustment upon

reclassification of stock
options 1,652 1,652
Balance as of

December 31, 2015 14,385,336 $148,634 $33,083 $ (119,693 ) $ (990 ) $ 61,034
Net loss for the period (16,993 ) (16,993 )
Issuance of common shares,

net of issuance costs (note
7a) 3,450,000 23,832 23,832
Stock option compensation

expense 1,638 1,638
Issued pursuant to exercise

of stock options 57,597 $420 (318 ) (18 ) 84
Fair value adjustment upon

reclassification of stock
options 286 ) (286 )
Balance as of 17,892,933 $172,886 $34,117 $ (136,704 ) $ (990 ) $ 69,309
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September 30, 2016
(1) Our accumulated other comprehensive loss is entirely related to historical cumulative translation adjustments from
the application of U.S. dollar reporting when the functional currency of the Company was the Canadian dollar.
The accompanying notes are an integral part of these financial statements.
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XENON PHARMACEUTICALS INC.
Statements of Cash Flows
(Unaudited)

(Expressed in thousands of U.S. dollars)

Nine Months Ended September 30,

2016 2015
Operating activities:
Net loss $ (16,993 ) $ (11,815
Items not involving cash:
Depreciation and amortization 698 754
Stock-based compensation 1,642 3,255
Deferred tenant inducements 47 ) 47
Unrealized foreign exchange (gain) loss (2,011 ) 5,486
Changes in operating assets and liabilities:
Accounts receivable 272 ) (61
Prepaid expenses, and other current assets 1,251 (1,385
Accounts payable and accrued expenses 992 223
Deferred revenue (157 ) (9,266
Net cash used in operating activities (14,897 ) (12,856
Investing activities:
Purchases of property, plant and equipment (251 ) (408
Purchase of marketable securities (15,365 ) —
Proceeds from marketable securities — 10,745
Net cash provided by (used in) investing activities (15,616 ) 10,337
Financing activities:
Issuance of common shares pursuant to exercise of stock options 84 240
Issuance of common shares, net of issuance costs (note 7a) 23,832 —
Net cash provided by financing activities 23,916 240
Effect of exchange rate changes on cash and cash equivalents 2,081 (4,278
Decrease in cash and cash equivalents 4,516 ) (6,557
Cash and cash equivalents, beginning of period 58,651 72,026
Cash and cash equivalents, end of period $ 54,135 $ 65,469

Supplemental disclosures:

Interest received $ 261 $ 550
Supplemental disclosures of non-cash transactions:

Fair value of options exercised on a cashless basis 168 544
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The accompanying notes are an integral part of these financial statements.
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XENON PHARMACEUTICALS INC.

Notes to Financial Statements

(Unaudited)

(Expressed in thousands of U.S. dollars except share and per share amounts)

1. Nature of the business:

Xenon Pharmaceuticals Inc. (the “Company”), incorporated in 1996 under the British Columbia Business Corporations
Act and continued federally in 2000 under the Canada Business Corporation Act, is a clinical-stage biopharmaceutical
company discovering and developing a pipeline of differentiated therapeutics for orphan indications that it intends to
commercialize on its own, and for larger market indications that it intends to partner with global pharmaceutical
companies.

2.Basis of presentation:
These financial statements are presented in U.S. dollars.

The accompanying unaudited interim financial statements have been prepared in accordance with United States
generally accepted accounting principles (“U.S. GAAP”) and pursuant to the rules and regulations of the United States
Securities and Exchange Commission (“SEC”) for interim financial information. Accordingly, these financial statements
do not include all of the information and footnotes required for complete financial statements and should be read in
conjunction with the audited financial statements and notes for the year ended December 31, 2015 and included in the
Company’s 2015 Annual Report on Form 10-K filed with the SEC on March 8, 2016.

These unaudited interim financial statements reflect all adjustments, consisting of normal recurring adjustments,
which, in the opinion of management, are necessary for a fair presentation of results for the interim periods presented.
The results of operations for the three and nine month periods ended September 30, 2016 and 2015 are not necessarily
indicative of results that can be expected for a full year. These unaudited interim financial statements follow the same
significant accounting policies as those described in the notes to the audited financial statements of the Company
included in the Company’s 2015 Annual Report on Form 10-K for the year ended December 31, 2015, except as
described below.

3.Future changes in accounting policies:

In May 2014, the Financial Accounting Standards Board (“FASB”) issued amendments to clarify the principles of
recognizing revenue and to develop a common revenue standard that would remove inconsistencies in revenue
requirements, leading to improved comparability of revenue recognition practices across entities and industries. The
amendments stipulate that an entity should recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. Additional disclosure will also be required about the nature, amount, timing and uncertainty of
revenue and cash flows arising from customer contracts, including significant judgments and changes in judgments,
and assets recognized from costs incurred to obtain or fulfill a contract. In August 2015, the FASB issued an update
deferring the effective date of the new revenue standard by one year. The new guidance will be effective for public
entities for fiscal years and interim periods within those years, beginning after December 15, 2017 instead of the
originally contemplated effective date of December 15, 2016.

12
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In March, April and May 2016, the FASB issued amendments to the new revenue standard to clarify the
implementation guidance on principal versus agent considerations and identifying performance obligations and
licensing as well as to address certain narrow-scope improvements and practical expedients at transition with the same
effective date as the new revenue standard. The Company is currently evaluating the new guidance to determine the
impact it will have on the Company’s financial statements.

In February 2016, the FASB issued amendments to lease accounting requiring the recognition of lease assets and lease
liabilities by lessees for those leases classified as operating leases under previous U.S. GAAP. The new guidance
retains a distinction between finance leases and operating leases, with cash payments from operating leases classified
within operating activities in the statement of cash flows. These amendments will be effective for public entities for
fiscal years and interim periods within those years, beginning after December 15, 2018. The Company is currently
evaluating the new guidance to determine the impact it will have on the Company’s financial statements.

13
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In March 2016, the FASB issued amendments to stock-based compensation accounting to simplify several aspects of
the accounting for share-based payment transactions, including the income tax consequences, classification of awards
as either equity or liabilities, and classification of the statement of cash flows. The amendments stipulate (a) all excess
tax benefits and tax deficiencies should be recognized as income tax expense or benefit in the statement of operations
and the tax effects of exercised or vested awards should be treated as discrete items in the reporting period in which
they occur, (b) excess tax benefits should be classified along with other tax cash flows as an operating activity, (c) an
entity can make an entity-wide accounting policy election to either estimate the number of awards that are expected to
vest (current GAAP) or account for forfeitures when they occur, (d) the threshold to qualify for equity classification
permits withholding up to the maximum statutory tax rates in the applicable jurisdictions, and (e) cash paid by an
employee when directly withholding shares for tax withholding purposes should be classified as financing activity.
These amendments will be effective for public entities for fiscal years and interim periods within those years,
beginning on or after December 15, 2016 and early adoption is permitted. The Company has early adopted all of the
provisions of this update effective January 1, 2016. The Company has elected to recognize forfeitures as they occur
and the impact of that change in accounting policy as well as the impact of the remaining provisions did not have a
material impact on the Company’s financial statements.

4.Net income (loss) per common share:

Basic net income (loss) per common share is computed by dividing the net income (loss) by the weighted average
number of common shares outstanding for the period. Diluted net income (loss) per common share is computed by
adjusting the numerator and denominator of the basic net income (loss) per share calculation for the potential impact
of dilutive securities.

For the three and nine months ended September 30, 2016 and 2015, all stock options were anti-dilutive and were
excluded from the diluted weighted average common shares outstanding for those periods.

5.Fair value of financial instruments:
We measure certain financial instruments and other items at fair value.

To determine the fair value, we use the fair value hierarchy for inputs used to measure fair value of financial assets
and liabilities. This hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three levels:
Level 1 (highest priority), Level 2, and Level 3 (lowest priority).

{evel 1 - Unadjusted quoted prices in active markets for identical instruments.
{evel 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly. Level 2 inputs include quoted prices for similar assets or liabilities in active markets, quoted
prices for identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices that
are observable for the asset or liability (i.e., interest rates, yield curves, etc.), and inputs that are derived principally
from or corroborated by observable market data by correlation or other means (market corroborated inputs).
{evel 3 - Inputs are unobservable and reflect the Company’s assumptions as to what market participants would use in
pricing the asset or liability. The Company develops these inputs based on the best information available.
Assets and liabilities are classified based on the lowest level of input that is significant to the fair value measurements.
Changes in the observability of valuation inputs may result in a reclassification of levels for certain securities within
the fair value hierarchy.
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The Company’s Level 1 assets include cash and cash equivalents and marketable securities with quoted prices in active
markets. The carrying amount of accounts receivables, accounts payable and accrued expenses approximates fair

value due to the nature and short-term of those instruments. Liability classified stock options have been valued using a
Black-Scholes pricing model to estimate fair value using Level 3 inputs as defined above, as quoted prices are not
readily available.

15
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6. Accounts payable and accrued expenses:
Accounts payable and accrued expenses consisted of the following:

September December

30, 31,

2016 2015
Trade payables $ 512 $ 1,088
Employee compensation, benefits, and related accruals 993 762
Consulting and contracted research 1,901 506
Professional fees 544 214
Other 26 55
Total $ 3,976 $ 2,625

7.Share Capital

(a)Financing:
On September 13, 2016, the Company completed an underwritten public offering of 3,450,000 of its common shares
at a public offering price of $7.50 per common share. The Company received approximately $24.3 million of
proceeds, net of underwriting discounts and commissions but before offering expenses.

(b) Stock option plan:
The following table presents stock option activity for the period:

Three Months Ended Nine Months Ended

September 30, September 30,

2016 2015 2016 2015
Outstanding, beginning of period 1,983,674 1,745,018 1,721,472 1,484,218
Granted 22,044 4,100 321,444 384,538
Exercised (42,012 ) (110,039 ) (72,541 ) (209,850 )
Forfeited and expired 4,753 ) (1,905 ) (11422 ) (21,732 )
Outstanding, end of period 1,958,953 1,637,174 1,958,953 1,637,174
Exercisable, end of period 1,200,614 1,052,955 1,200,614 1,052,955

(W During the nine months ended September 30, 2016, 30,176 stock options were exercised for the same number of
common shares for cash (nine months ended September 30, 2015 — 62,469). In the same period, the Company issued
27,421 common shares (nine months ended September 30, 2015 — 100,465) for the cashless exercise of 42,365 stock
options (nine months ended September 30, 2015 — 147,381).

The fair value of each option granted to employees and non-employees is estimated using the Black-Scholes
option-pricing model with the following weighted-average assumptions:

16



Edgar Filing: Xenon Pharmaceuticals Inc. - Form 10-Q

Three Months Ended  Nine Months Ended

September 30, September 30,

2016 2015 2016 2015
Average risk-free interest rate 133 % 174 % 158 % 171 %
Average expected term (in years) 6.19 6.25 6.22 6.23
Expected volatility 75 % 67 % 15 % 15 %
Expected dividend yield 000 % 000 % 0.00 % 0.00 %

The weighted-average fair value of options granted during the nine months ended September 30, 2016 was $4.93 (nine
months ended September 30, 2015 — $11.50) per option.

17



Edgar Filing: Xenon Pharmaceuticals Inc. - Form 10-Q

8.Collaboration agreements:

The Company has entered into a number of collaboration agreements with multiple deliverables under which it may
have received non-refundable upfront payments. The Company generally recognizes revenue from upfront payments
ratably over the term of its estimated period of performance of research under its collaboration agreements in the event
that such arrangements represent a single unit of accounting.

The collaborations may also include contractual milestone payments, which relate to the achievement of prespecified
research, development, regulatory and commercialization events. The milestone events coincide with the progression
of product candidates from research and development, to regulatory approval and through to commercialization. The
process of successfully discovering a new product candidate, having it selected by the collaborator for development
and having it approved and ultimately sold for a profit is highly uncertain. As such, the milestone payments that the
Company may earn from its collaborators involve a significant degree of risk to achieve.

The following table is a summary of the revenue recognized from the Company’s collaborations for the three and nine
months ended September 30, 2016 and 2015:

Three Months Ended Nine Months Ended

September 30, September 30,
2016 2015 2016 2015
Teva:
Recognition of upfront payment $ — $2940 $— $8,724
Research funding 29 11 87 101
Genentech:
Recognition of upfront payment — 182 157 542
Research funding 383 910 1,149 2,730
Milestone payment 250 — 250

Total collaboration revenue $ 412 $ 4,293 $1,393 $12,347

9.Commitments and contingencies:

(a)Priority access agreement with Medpace Inc. (“Medpace”):
In August 2015, the Company entered into a priority access agreement with Medpace for the provision of certain
clinical development services. Under the terms of the agreement, the Company has committed to using Medpace
non-exclusively for clinical development services over the five year term of the agreement. In consideration for
priority access to Medpace resources and preferred service rates, the Company has committed to $7,000 of services
over the term of the agreement, $3,000 of which was paid in the year ended December 31, 2015. Of the amounts paid
by the Company in 2015 in connection with the priority access agreement, $2,013 has been recorded as expenses to
date for services rendered, $508 has been recorded as current prepaid expenses (December 31, 2015 — $1,010) and $479
as long-term prepaid expenses (December 31, 2015 — $1,094) for the provision of future services as at September 30,
2016.

(b) Guarantees and indemnifications:

18
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The Company has entered into license and research agreements with third parties that include indemnification
provisions that are customary in the industry. These indemnification provisions generally require the Company to
compensate the other party for certain damages and costs incurred as a result of third party claims or damages arising
from these transactions.

The maximum amount of potential future indemnification is unlimited; however, the Company currently holds
commercial and product liability insurance. This insurance limits the Company’s exposure and may enable it to recover
a portion of any future amounts paid. Historically, the Company has not made any indemnification payments under
such agreements and the Company believes that the fair value of these indemnification obligations is minimal.
Accordingly, the Company has not recognized any liabilities relating to these obligations for any period presented.

19



Edgar Filing: Xenon Pharmaceuticals Inc. - Form 10-Q

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

This section should be read in conjunction with our unaudited interim financial statements and related notes included
in Part I, Item 1 of this report and our audited financial statements and related notes thereto and management’s
discussion and analysis of financial condition and results of operations for the year ended December 31, 2015
included in our Annual Report on Form 10-K filed with the U.S. Securities and Exchange Commission on March 8§,
2016 and with the securities commissions in British Columbia, Alberta and Ontario on March 8, 2016.

Forward-Looking Statements

Certain statements contained in this Quarterly Report on Form 10-Q may constitute forward-looking statements within

the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange

Act of 1934, as amended, and Canadian securities laws. The words or phrases “would be,” “will allow,” “intends to,” “may,”
“believe,” “plan,” “will likely result,” “are expected to,” “will continue,” “is anticipated,” “estimate,” “project,” or similar expr
or the negative of such words or phrases, are intended to identify “forward-looking statements.” You should read these
statements carefully because they discuss future expectations, contain projections of future results of operations or

financial condition, or state other “forward-looking” information. These statements relate to our future plans, objectives,
expectations, intentions and financial performance and the assumptions that underlie these statements. These

forward-looking statements include, but are not limited to:

LN 2

LN EEINT3 EEINT3

our ability to identify additional products or product candidates using our Extreme Genetics discovery platform;
the initiation, timing, cost, progress and success of our research and development programs, preclinical studies and
clinical trials;

our ability to advance product candidates into, and successfully complete, clinical trials;

our ability to recruit sufficient numbers of patients for our future clinical trials for orphan or more common
indications;

our ability to achieve profitability;

our ability to obtain funding for our operations, including research funding;

our ability to receive milestones, royalties and sublicensing fees under our collaborations, and the timing of such
payments;

the implementation of our business model and strategic plans;

our ability to develop and commercialize product candidates for orphan and niche indications independently;
our commercialization, marketing and manufacturing capabilities and strategy;

our ability to find families to support our Extreme Genetics discovery platform;

our ability to discover genes and drug targets;

our ability to protect our intellectual property and operate our business without infringing upon the intellectual
property rights of others;

our expectations regarding federal, state and foreign regulatory requirements;

the therapeutic benefits, effectiveness and safety of our product candidates;
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the accuracy of our estimates of the size and characteristics of the markets that may be addressed by our products and
product candidates;

the rate and degree of market acceptance and clinical utility of Glybera and future products, if any;

the timing of, and our and our collaborators’ ability to obtain and maintain regulatory approvals for our product
candidates;

our ability to maintain and establish collaborations;

our expectations regarding market risk, including interest rate changes and foreign currency fluctuations;

our belief in the sufficiency of our cash flows to meet our needs for at least the next 12 to 24 months;

-10-
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our ability to engage and retain the employees required to grow our business;

our future financial performance and projected expenditures;

developments relating to our competitors and our industry, including the success of competing therapies that are or

become available; and

estimates of our expenses, future revenue, capital requirements and our needs for additional financing.
These forward-looking statements are subject to certain risks and uncertainties that could cause actual results to differ
materially from those anticipated in the forward-looking statements. Factors that might cause such a difference
include, but are not limited to, those discussed in this report in Part I, Item 1A — “Risk Factors,” and elsewhere in this
report. Forward-looking statements are based on our management’s beliefs and assumptions and on information
currently available to our management. These statements, like all statements in this report, speak only as of their date,
and we undertake no obligation to update or revise these statements in light of future developments, except as required
by law. In this report, “we,” “our,” “us,” “Xenon,” and “the Company” refer to Xenon Pharmaceuticals Inc. Unless otherwise
noted, all dollar amounts in this report are expressed in United States dollars.

Overview

We are a clinical-stage biopharmaceutical company discovering and developing a pipeline of differentiated
therapeutics for orphan indications that we intend to commercialize on our own, and for larger market indications that
we intend to partner with global pharmaceutical companies. We have built a core enabling discovery platform for the
discovery of validated drug targets by studying rare human diseases with extreme traits, including diseases caused by
mutations in ion channels, known as channelopathies. We have an integrated platform that includes in-house
capabilities for human genetics, small molecule drug discovery, as well as preclinical and clinical development.

Our pharmaceutical partners include Teva Pharmaceutical Industries, Ltd., or Teva (through its subsidiary, Ivax
International GmbH), Genentech, a member of the Roche Group, and Merck & Co., Inc., or Merck (through its
affiliate, Essex Chemie AG). Our pharmaceutical collaborations have generated in aggregate over $160.0 million in
non-equity funding to date with the potential to provide us with over $1.0 billion in future milestone payments, as well
as royalties and co-promotion income on product sales.

Our business was founded on our proprietary discovery platform, which we refer to as Extreme Genetics. Extreme
Genetics involves the study of families where individuals exhibit inherited severe traits, or phenotypes. By identifying
and characterizing single-gene defects responsible for these phenotypes, we gain insights into human disease biology
to better select targets for therapeutic intervention. We believe that our Extreme Genetics discovery platform enhances
the likelihood of discovering a drug target that has a major effect in humans. From these discoveries, we can gain an
improved understanding of how a drug that modulates the target might act when given to a human. Our Extreme
Genetics discovery platform has yielded the first approved gene therapy product in the European Union, or the EU,
and we are advancing a broad proprietary development pipeline and multiple pharmaceutical partnerships:

Glybera, developed by our licensee uniQure Biopharma B.V., or uniQure, for the treatment of the orphan disorder
lipoprotein lipase deficiency, or LPLD, is the first gene therapy product approved in the EU. In November 2015, the
first patient treated with Glybera as a commercially-available gene therapy was announced by uniQure and enabled
by its commercialization partner in the EU, Chiesi Farmaceutici S.p.A., or Chiesi, which has sole control over
commercialization in the EU;

I'V-45070 (formerly XEN402) is a product candidate being developed in collaboration with Teva for the treatment of
pain. Teva is currently conducting a randomized, double-blind, placebo-controlled Phase 2b clinical trial in patients
with post-herpetic neuralgia, or PHN, with topline results expected in the first half of 2017. TV-45070 is a topically
applied small-molecule inhibitor of the sodium channel Nav1.7 and other sodium channels, including those that are

22



Edgar Filing: Xenon Pharmaceuticals Inc. - Form 10-Q

expressed in the pain-sensing peripheral nervous system;

GDC-0276 and GDC-0310 are both oral, selective Nav1.7 small-molecule inhibitors being developed in
collaboration with Genentech for the potential treatment of pain. Genentech intends to initiate a Phase 2 clinical trial
in the first half of 2017. Xenon and Genentech also have an active research collaboration focused on other orally
selective small molecule inhibitors of Nav1.7;

-11-
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XENB8O01, a topical stearoyl Co-A desaturase-1, or SCD1, inhibitor, is being developed for the treatment of acne.
SCD1 is an enzyme involved in lipid synthesis that is expressed in sebaceous glands in the skin. Enrollment is now
complete in the XEN801 Phase 2 clinical trial, which was initiated in February 2016 in patients with moderate to
severe facial acne. We anticipate topline results in the first quarter of 2017; and

additional proprietary preclinical programs continue to advance, including a Nav1.6 sodium channel inhibitor for the
treatment of rare and severe forms of childhood epilepsy disorders. We expect to identify a development candidate in
2016 and file an investigational new drug, or IND, application for our Nav1.6 inhibitor in mid-2017.

We have funded our operations through the sale of equity securities, funding received from our licensees and
collaborators and, to a lesser extent, government funding. For the nine months ended September 30, 2016, we
recognized revenues, consisting primarily of funding from our collaborators of approximately $1.4 million. This
compares to $12.3 million for the nine months ended September 30, 2015.

Though our revenue from our collaboration and license agreements resulted in net income of $13.0 million for the
year ended December 31, 2014 and $12.0 million for the year ended December 31, 2013, we do not expect to have
sustained profitability for the foreseeable future. We had a net loss of $17.0 million for the nine months ended
September 30, 2016 and an accumulated deficit of $136.7 million as of September 30, 2016, from expenses incurred
in connection with our research programs and from general and administrative costs associated with our operations.

Other than royalties we are eligible to receive from sales of Glybera under our license to uniQure, which we do not
expect to be significant in the near-term, we have not generated any royalty revenue from product sales, and do not
otherwise anticipate generating revenue from product sales for the foreseeable future, if ever. We expect that our
revenue in the near term will be substantially dependent on our collaboration agreements. Given the uncertain nature
of clinical development of our current and future product candidates and the commercialization of current and future
products, we cannot predict when or whether we will receive further milestone payments under our current or future
collaboration agreements or whether we will be able to report either revenue or net income in future years.

We expect to continue to incur significant expenses and operating losses for at least the next 12 to 24 months. We
anticipate that our expenses will increase substantially as we:

continue our research and preclinical and clinical development of our product candidates;
seek regulatory and marketing approvals for any of our product candidates that successfully complete clinical trials;
make milestone and other payments under our in-license agreements;
maintain, protect and expand our intellectual property portfolio;
attract, hire and retain skilled personnel; and
ereate additional infrastructure to support our operations as a public company and otherwise.
Recent Developments

On September 13, 2016, we completed an underwritten public offering of 3,450,000 of our common shares at a public
offering price of $7.50 per common share. We received approximately $24.3 million of proceeds, net of underwriting
discounts and commissions but before offering expenses. The public offering also included the sale of 1,150,000
common shares at a public offering price of $7.50 per common share by certain of our existing securityholders,
resulting in approximately $8.1 million of proceeds to the selling securityholders, net of underwriting discounts and
commissions but before offering expenses.

Financial Operations Overview
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Revenue

To date, our revenue has been primarily derived from collaboration and licensing agreements as well as, to a lesser
extent, government funding. In addition, we have received nominal royalties from sales of Glybera under our license
to uniQure as well as a diagnostic license. Other than royalties we are eligible to receive from sales of Glybera, which
we do not expect to be significant in the near-term, we have not generated any royalty revenue from product sales, and
do not otherwise anticipate generating revenue from product sales for the foreseeable future, if ever.

-12-
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The following table is a summary of revenue recognized from our current collaboration agreements for the three and

nine months ended September 30, 2016 and 2015 (in thousands):

Three Months ~ Nine Months
Ended Ended
September 30, September 30,
2016 2015 2016 2015
Teva:
Recognition of upfront payment $—  $2,940 $— $8,724
Research funding 29 11 87 101
Genentech:
Recognition of upfront payment — 182 157 542
Research funding 383 910 1,149 2,730
Milestone payment — 250 — 250

Total collaboration revenue $412 $4,293 $1,393 $12,347
Pursuant to the terms of our collaborative development and license agreement with Teva, we received an upfront
payment of $41.0 million. We determined that the various deliverables under this agreement should be considered as a
single unit of accounting. As such, the $41.0 million upfront payment was recognized as revenue ratably over the

expected period of research performance which was the three-year period from December 2012 through December
2015.

Pursuant to the terms of our March 2014 agreement with Genentech, we received an upfront payment of $1.5 million.
We determined that the various deliverables under this agreement should be considered as a single unit of accounting.
As such, the $1.5 million upfront payment was recognized as revenue ratably over the expected period of research
performance, which was the two-year period from March 2014 to March 2016. In September 2015, we recognized a
$0.25 million milestone payment for the identification of a novel pain target under this agreement.

As our other internal and partnered products are in various stages of clinical and preclinical development, we do not
expect to generate any revenue from product sales other than from our share of revenue related to our agreement with
uniQure, which we do not expect to be significant in the near-term, for at least the next several years. We expect that
revenue for the next several years will be derived from our agreement with uniQure and our eligibility to receive a
share of the compensation received by uniQure relating to the technology or products licensed by us to uniQure;
full-time equivalents, or FTE, funding from current and future collaboration agreements; milestone payments under
our current collaboration agreements and any additional collaboration agreements that we may enter into in the future.
We cannot provide any assurance as to the extent or timing of future milestone payments or royalty payments or that
we will receive any future payments at all.

We expect that any revenue we generate will fluctuate quarter to quarter as a function of the timing and amount of
milestones and other payments from our existing collaborations and any future collaborations.

The following table is a summary of our deferred revenue for our collaboration and licensing agreements as of
September 30, 2016 and December 31, 2015 (in thousands):

September 30, 2016 December 31, 2015
Genentech - deferred revenue $ — § 157
As of September 30, 2016, we have recognized all deferred revenues from upfront payments received under our
existing collaboration and licensing agreements.
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Operating Expenses

The following table summarizes our operating expenses for the three and nine months ended September 30, 2016 and
2015 (in thousands):

Three Months  Nine Months

Ended Ended

September 30,  September 30,

2016 2015 2016 2015
Research and development $5,965 $3,793 $15,432 $10,889
General and administrative 1,779 1,321 5,350 8,219
Total operating expenses ~ $7,744 $5,114 $20,782 $19,108

13-
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Research and Development Expenses

Research and development expenses represent costs incurred to further research and development of our proprietary
product candidates, as well as to conduct research on our product candidates in collaboration with Teva and
Genentech.

Research and development expenses consist of costs incurred in performing research and development activities,
including salary, related benefits and stock-based compensation for employees engaged in scientific research and
development, third-party contract costs relating to research, formulation, manufacturing, preclinical studies and
clinical trial activities, third-party license and collaboration fees, laboratory consumables and allocated facility-related
costs.

Project-specific expenses reflect costs directly attributable to our clinical development candidates and our preclinical
candidates once nominated and selected for further development. All remaining research and development expenses
are reflected in early-stage discovery programs. At any given time, we have several active early-stage research and
drug discovery programs. Our personnel and infrastructure are typically deployed over multiple projects and are not
directly linked to any individual internal early-stage research or drug discovery program. Therefore, we do not
maintain financial information for our internal early-stage research and internal drug discovery programs on a
project-specific basis.

We expense all research and development costs as incurred. We expect that our research and development expenses
will increase in the future as we advance our proprietary product candidates through clinical development, advance
our internal drug discovery programs into preclinical development and continue our early-stage research. The increase
in expense will likely include added personnel and third-party contracts related to research, formulation,
manufacturing, preclinical studies and clinical trial activities as well as third-party license and collaboration fees and
laboratory consumables.

Clinical development timelines, likelihood of regulatory approval and commercialization and associated costs are
uncertain and difficult to estimate and can vary significantly. We anticipate determining which research and
development projects to pursue as well as the level of funding available for each project based on the scientific
research and preclinical and clinical results of each product candidate and related regulatory action. We expect our
research and development expenses to continue to represent our largest category of operating expense for at least the
next 12 to 24 months.

General and Administrative Expenses

General and administrative expenses consist primarily of salary, related benefits and stock-based compensation of our
executive, finance, legal, business development and administrative functions, travel expenses, allocated
facility-related costs not otherwise included in research and development expenses, director compensation, director’s
and officer’s insurance premiums, investor relations costs and professional fees for auditing, tax and legal services,
including legal expenses for intellectual property protection. General and administrative expenses also include fair
value adjustments of certain liability classified stock option awards.

We expect that general and administrative expenses will increase in the future as we expand our operating activities to
support increased research and development activities, and the potential build of commercial infrastructure for our

option for co-promotion of TV-45070 in the U.S., if and when regulatory approval is received.

Other Income (Expense)
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Interest Income. Interest income consists of income earned on our cash and investment balances. Our interest income
has not been significant due to the levels of cash and investment balances and low interest earned on such balances.
We anticipate that our interest income will continue to fluctuate depending on timing of payments from collaborative
partners, our cash and investment balances, and interest rates.

Foreign Exchange Gain (Loss). Net foreign exchange gains and losses consisted of gains and losses from the impact

of foreign exchange fluctuations on our monetary assets and liabilities that are denominated in currencies other than

the U.S. dollar (principally the Canadian dollar). See “Quantitative and Qualitative Disclosures About Market Risk —
Foreign Currency Exchange Risk” below for additional information.

-14-
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Critical Accounting Policies and Significant Judgments and Estimates

Our management’s discussion and analysis of our financial condition and results of operations is based on our financial
statements, which have been prepared in conformity with generally accepted accounting principles in the U.S., or U.S.
GAAP. The preparation of our financial statements requires us to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the revenue and expenses incurred during the reported periods. We base
estimates on our historical experience, known trends and various other factors that we believe are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and
liabilities that are not apparent from other sources. Actual results may differ from these estimates under different
assumptions or conditions.

Critical accounting policies and significant judgments and estimates are those that we consider the most important to
the portrayal of our financial condition and results of operations because they require our most difficult, subjective or
complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently
uncertain. Our critical accounting policies and significant estimates include those related to:

revenue recognition;

research and development costs; and

stock-based compensation.
There have been no material changes in our critical accounting policies and significant judgements and estimates
during the nine months ended September 30, 2016, as compared to those disclosed in “Management’s Discussion and
Analysis of Financial Conditions and Results of Operations - Critical Accounting Policies and Significant Judgments
and Estimates” included in our 2015 Annual Report on Form 10-K filed with the U.S. Securities and Exchange
Commission, or SEC, on March 8, 2016. We believe that the accounting policies discussed in the Annual Report are
critical to understanding our historical and future performance, as these policies relate to the more significant areas
involving management’s judgments and estimates.

Results of Operations
Comparison of Three and Nine Months Ended September 30, 2016 and 2015

The following table summarizes the results of our operations for the three and nine months ended September 30, 2016
and 2015 together with changes in those items (in thousands):

Three Months Change Change

Ended Nine Months Ended

September 30, 2016 vs. 2015 September 30, 2016 vs. 2015

2016 2015 Increase/(Decrease) 2016 2015 Increase/(Decrease)
Collaboration revenue $412 $4293 $ (3,881 ) $1,393 $12,347 $ (10,954 )
Royalties 1 1 — 34 3 31
Research and development
expenses 5,965 3,793 2,172 15,432 10,889 4,543

1,779 1,321 458 5,350 8,219 (2,869 )
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General and administrative

expenses
Other:

Interest income 114 130 (16 ) 336 445 (109 )
Foreign exchange gain (loss) 497 ) ((3,137) 2,640 2,026 (5,502 ) 7,528

Net loss $(7,714) $(3,827) $ (3,887 ) $(16,993) $(11,815) $ (5,178 )
Revenue

Revenue decreased by $3.9 million and $11.0 million in the three and nine months ended September 30, 2016 as
compared to the three and nine months ended September 30, 2015, respectively. In 2015, we recognized revenues
relating to the upfront payment from the collaborative agreement with Teva which was fully recognized by December
2015 as well as revenue related to the upfront payment from the March 2014 collaborative agreement with Genentech
which was fully recognized by March 2016. The remaining decrease as compared to the same periods in 2015 was due
to less FTE funding from Genentech as we shifted resources from supporting our collaborations to our proprietary
programs.
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Research and Development Expenses

The following table summarizes research and development expenses for the three and nine months ended September
30, 2016 and 2015 together with changes in those items (in thousands):

Three Months ~ Change Nine Months Change

Ended Ended

September 30, 2016 vs. 2015 September 30, 2016 vs. 2015
2016 2015  Increase/(Decrease)2016 2015 Increase/(Decrease)

Collaboration expenses $491 $622 $ (131 ) $1,122  $2,194 $ (1,072 )
XENB801 expenses 2,497 1,119 1,378 4,830 2,951 1,879
Preclinical and discovery program

expenses 2977 2,052 925 9,480 5,744 3,736

Total research and development

expenses $5,965 $3,793 $ 2,172 $15,432 $10,889 $ 4,543

Research and development expenses increased by $2.2 million and $4.5 million in the three and nine months ended
September 30, 2016 as compared to the three and nine months ended September 30, 2015, respectively. These
increases were primarily attributable to increased spending on our preclinical and discovery programs, mostly related
to our Nav1.6 sodium channel inhibitor program, as well as additional expenses for our XEN801 program which
entered Phase 2 clinical development in February 2016. These increases were partially offset by a decrease in
Genentech collaboration expenses.

General and Administrative Expenses

The following table summarizes general and administrative expenses for the three and nine months ended September
30, 2016 and 2015 together with changes in those items (in thousands):

Three Months ~ Change Nine Months Change

Ended Ended

September 30, 2016 vs. 2015 September 30, 2016 vs. 2015

2016 2015  Increase/(Decrease) 2016 2015  Increase/(Decrease)
General and administrative expenses $1,779 $1,321 $§ 458 $5,350 $8,219 $ (2,869 )

General and administrative expenses increased by $0.5 million and decreased by $2.9 million in the three and nine
months ended September 30, 2016 as compared to the three and nine months ended September 30, 2015, respectively.
For the nine months ended September 30, 2015, we recognized a $1.7 million expense due to the fair value adjustment
upon the reclassification of stock option awards granted to directors and certain consultants to liability classification.
For the three months ended September 30, 2015, we recognized a recovery of $1.0 million due to the decrease in fair
value of our liability classified stock options resulting from the decline in our common share price from the preceding
quarter.
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The remaining change is due to one-time severance costs resulting from an internal reorganization and acceleration of
stock based compensation expense for certain consultants that occurred in 2015.

Other Income (Expense)

The following table summarizes our other income (expense) for the three and nine months ended September 30, 2016
and 2015 together with changes in those items (in thousands):

Three Months ~ Change Change

Ended Nine Months Ended

September 30, 2016 vs. 2015 September 30, 2016 vs. 2015

2016 2015 Increase/(Decrease) 2016 2015 Increase/(Decrease)
Other income (expense): $(383) $(3,007) $ 2,624 $2,362 $(5,057) $ 7,419

Other income (expense) changed by $2.6 million and $7.4 million in the three and nine months ended September 30,
2016 as compared to the three and nine months ended September 30, 2015, respectively. The change in other income
(expense) was primarily driven by the change in foreign exchange gain (loss) arising largely from the translation

of cash and cash equivalents and marketable securities denominated in Canadian dollars to U.S. dollars. We recorded
foreign exchange losses of $0.5 million and $3.1 million due to a 2% and 6% decrease in the value of the Canadian
dollar during the three month periods ended September 30, 2016 and 2015, respectively. During the nine month period
ended September 30, 2016, we recorded a foreign exchange gain of $2.0 million as compared to a $5.5 million foreign
exchange loss for the same period in 2015, largely due to a 6% increase as compared to a 13% decrease in the value of
the Canadian dollar during the nine month periods ended September 30, 2016 and 2015, respectively.
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Liquidity and Capital Resources

To date, we have financed our operations primarily through funding received from collaboration and license
agreements, private placements of our common and preferred shares and public offerings of our common shares as
well as through the receipt of government funding. As of September 30, 2016, we had cash and cash equivalents and
marketable securities of $69.5 million. In September 2016, we completed an underwritten public offering of 3,450,000
of our common shares at a public offering price of $7.50 per common share. We received approximately $24.3 million
of proceeds, net of underwriting discounts and commissions but before offering expenses.

We have incurred significant operating losses since inception. We had a $17.0 million net loss for the nine months
ended September 30, 2016 and an accumulated deficit of $136.7 million from inception through September 30, 2016.
We expect to continue to incur significant expenses in excess of our revenue and expect to incur operating losses over
the next several years. Our net losses may fluctuate significantly from quarter to quarter and year to year. We expect
to continue to incur significant expenses and operating losses for the foreseeable future as we continue our research
and preclinical and clinical development of our product candidates; expand the scope of our current studies for our
product candidates; initiate additional preclinical, clinical or other studies for our product candidates, including under
our collaboration agreements; change or add additional manufacturers or suppliers; seek regulatory and marketing
approvals for any of our product candidates that successfully complete clinical studies; seek to identify and validate
additional product candidates; acquire or in-license other product candidates and technologies; make milestone or
other payments under our in-license agreements including, without limitation, our agreements with the University of
British Columbia, or UBC, and the Memorial University of Newfoundland, or MUN; maintain, protect and expand
our intellectual property portfolio; attract and retain skilled personnel; establish a sales, marketing and distribution
infrastructure to commercialize any products for which we or one of our collaborators may obtain marketing approval,
and maintain commercial rights; create additional infrastructure to support our operations as a public company and our
product development and planned future commercialization efforts; and experience any delays or encounter issues
with any of the above.

Until such time as we can generate substantial product revenue, if ever, we expect to finance our cash needs through a
combination of collaboration agreements and equity or debt financings. Except for any obligations of our
collaborators to reimburse us for research and development expenses or to make milestone payments under our
agreements with them, we do not have any committed external sources of capital. To the extent that we raise
additional capital through the future sale of equity or debt, the ownership interest of our shareholders will be diluted,
and the terms of these securities may include liquidation or other preferences that adversely affect the rights of our
existing common shareholders. If we raise additional funds through collaboration agreements in the future, we may
have to relinquish valuable rights to our technologies, future revenue streams or product candidates or grant licenses
on terms that may not be favorable to us. If we are unable to raise additional funds through equity or debt financings
when needed, we may be required to delay, limit, reduce or terminate our product development or future
commercialization efforts or grant rights to develop and market product candidates that we would otherwise prefer to
develop and market ourselves.

Our future capital requirements are difficult to forecast and will depend on many factors, including:

the number and characteristics of the future product candidates we pursue;
the scope, progress, results and costs of independently researching and developing any of our future product
candidates, including conducting preclinical research and clinical trials;
*  whether our existing collaborations continue to generate substantial milestone payments and, ultimately,
royalties on future approved products for us;
the timing of, and the costs involved in, obtaining regulatory approvals for any future product candidates we develop
independently;
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the cost of future commercialization activities, including activities required pursuant to our option to co-promote

TV-45070, if exercised by us, and the cost of commercializing any future products we develop independently that are
approved for sale;

the cost of manufacturing our future product candidates and products, if any;

our ability to maintain existing collaborations and to establish new collaborations, licensing or other arrangements
and the financial terms of such agreements;

the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing patents, including litigation
costs and the outcome of such litigation; and

the timing, receipt and amount of sales of, or royalties on, Glybera, and our future products, if any.
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Based on our research and development plans and our timing expectations related to the progress of our programs, we
expect that our existing cash and cash equivalents and marketable securities as of the date of this report and research
funding that we expect to receive under our existing collaborations, will enable us to fund our operating expenses and
capital expenditure requirements for at least the next 12 to 24 months. We have based this estimate on assumptions
that may prove to be wrong, and we could use our capital resources sooner than we expect. Additionally, the process
of testing drug candidates in clinical trials is costly, and the timing of progress in these trials remains uncertain.

Cash Flows

The following table shows a summary of our cash flows for the nine months ended September 30, 2016 and 2015 (in
thousands):

Nine Months Ended

September 30,

2016 2015
Net cash used in operating activities $(14,897) $(12,856)
Net cash provided by (used in) investing activities (15,616) 10,337
Net cash provided by financing activities 23,916 240

Operating Activities

For the nine months ended September 30, 2016, net cash used in operating activities totaled $14.9 million, compared
to $12.9 million for the same period in 2015. The change was primarily related to a $4.5 million increase in research
and development expenses and a $1.6 million decrease in FTE funding from Genentech, partially offset by a $1.7
million prepayment in August 2015 to Medpace, Inc. for future clinical development services and working capital
changes for the first nine months of 2016.

Investing Activities

For the nine months ended September 30, 2016, net cash used in investing activities totaled $15.6 million, compared
to net cash provided by investing activities of $10.3 million for the same period in 2015. The change was driven
primarily by the purchase of marketable securities in the nine months ended September 30, 2016 compared to the
redemption of marketable securities for the same period in 2015.

Financing Activities

For the nine months ended September 30, 2016, net cash provided by financing activities totaled $23.9 million,
compared to $0.2 million for the same period in 2015. The change was primarily related to $23.8 million of net
proceeds from the issuance of common shares in an underwritten public offering completed in September 2016.

Contractual Obligations and Commitments

Our future significant contractual obligations as of December 31, 2015 were reported in our Annual Report on Form
10-K, filed with the SEC on March 8, 2016.

As of September 30, 2016, there have been no material changes from the contractual commitments previously
disclosed in the Annual Report on Form 10-K.
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Inflation

We do not believe that inflation has had a material effect on our business, financial condition or results of operations
in the last three fiscal years.

Off-Balance Sheet Arrangements

We do not engage in any off-balance sheet financing activities. We do not have any interest in entities referred to as
variable interest entities, which include special purposes entities and other structured finance entities.

Outstanding Share Data

As of October 28, 2016, we had 17,893,304 common shares issued and outstanding and outstanding options to
purchase an additional 1,958,327 common shares.
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Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board, or FASB, issued amendments to clarify the principles of
recognizing revenue and to develop a common revenue standard that would remove inconsistencies in revenue
requirements, leading to improved comparability of revenue recognition practices across entities and industries. The
amendments stipulate that an entity should recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. Additional disclosure will also be required about the nature, amount, timing and uncertainty of
revenue and cash flows arising from customer contracts, including significant judgments and changes in judgments,
and assets recognized from costs incurred to obtain or fulfill a contract. In August 2015, the FASB issued an update
deferring the effective date of the new revenue standard by one year. The new guidance will be effective for public
entities for fiscal years and interim periods within those years, beginning after December 15, 2017 instead of the
originally contemplated effective date of December 15, 2016.

In March, April and May 2016, the FASB issued amendments to the new revenue standard to clarify the
implementation guidance on principal versus agent considerations and identifying performance obligations and
licensing as well as to address certain narrow-scope improvements and practical expedients at transition with the same
effective date as the new revenue standard. We are currently evaluating the new guidance to determine the impact it
will have on our financial statements.

In February 2016, the FASB issued amendments to lease accounting requiring the recognition of lease assets and lease
liabilities by lessees for those leases classified as operating leases under previous U.S. GAAP. The new guidance
retains a distinction between finance leases and operating leases, with cash payments from operating leases classified
within operating activities in the statement of cash flows. These amendments will be effective for public entities for
fiscal years and interim periods within those years, beginning after December 15, 2018. We are currently evaluating
the new guidance to determine the impact it will have on our financial statements.

In March 2016, the FASB issued amendments to stock-based compensation accounting to simplify several aspects of
the accounting for share-based payment transactions, including the income tax consequences, classification of awards
as either equity or liabilities, and classification of the statement of cash flows. The amendments stipulate (a) all excess
tax benefits and tax deficiencies should be recognized as income tax expense or benefit in the statement of operations
and the tax effects of exercised or vested awards should be treated as discrete items in the reporting period in which
they occur, (b) excess tax benefits should be classified along with other tax cash flows as an operating activity, (c) an
entity can make an entity-wide accounting policy election to either estimate the number of awards that are expected to
vest (current GAAP) or account for forfeitures when they occur, (d) the threshold to qualify for equity classification
permits withholding up to the maximum statutory tax rates in the applicable jurisdictions, and (e) cash paid by an
employee when directly withholding shares for tax withholding purposes should be classified as financing activity.
These amendments will be effective for public entities for fiscal years and interim periods within those years,
beginning on or after December 15, 2016 and early adoption is permitted. We have early adopted all of the provisions
of this update effective January 1, 2016. We have elected to recognize forfeitures as they occur and the impact of that
change in accounting policy as well as the impact of the remaining provisions did not have a material impact on our
financial statemen