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FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements that involve risks and uncertainties, as well as assumptions that, if they never
materialize or prove incorrect, could cause our results to differ materially from those expressed or implied by such forward-looking statements. We make such
forward-looking statements pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 and other federal securities laws.
All statements other than statements of historical facts contained in this Quarterly Report on Form 10-Q are forward-looking statements. In some cases, you
can identify forward-looking statements by words such as “anticipate,” “believe,” “contemplate,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,
“plan,” “potential,” “predict,” “project,” “seek,” “should,” “target,” “will,” “would,” or the negative of these words or other comparable terminology. These
forward-looking statements include, but are not limited to, statements about:

2« » « »
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+ our anticipated cash needs and our estimates regarding our capital requirements and our needs for additional financing;

+ federal, state, and non-U.S. regulatory requirements, including regulation of our current or any other future product candidates by the U.S. Food
and Drug Administration (the “FDA”);

+  the success, timing and cost of our current Phase 3 program for trabodenoson as a monotherapy and planned Phase 3 and other clinical trials and
recently-initiated Phase 2 clinical trial for our fixed-dose combination product candidate, including statements regarding the timing of initiation
and completion of the trials;

+  the timing of and our ability to submit regulatory filings with the FDA and to obtain and maintain FDA or other regulatory authority approval of,
or other action with respect to, our product candidates;

*  our commercialization, marketing and manufacturing capabilities and strategy, including with respect to our potential sales force in the United
States and our partnering and collaboration efforts outside the United States;

+  third-party payor reimbursement for our current product candidates or any other potential products;
»  our expectations regarding the clinical safety, tolerability and efficacy of our product candidates and results of our clinical trials;

» the glaucoma patient market size and the rate and degree of market adoption of our product candidates by ophthalmologists, optometrists and
patients;

+ the timing, cost or other aspects of a potential commercial launch of our product candidates and potential future sales of our current product
candidates or any other potential products if any are approved for marketing;

*  our expectations regarding licensing, acquisitions and strategic operations;
» the potential advantages of our product candidates;
»  our competitors and their product candidates, including our expectations regarding those competing product candidates;

» our ability to protect and enforce our intellectual property rights, including our patented and trade secret protected proprietary rights in our
product candidates; and

+ anticipated trends and challenges in our business and the markets in which we operate.
We caution you that the foregoing list may not contain all of the forward-looking statements made in this Quarterly Report on Form 10-Q.

Any forward-looking statements in this Quarterly Report on Form 10-Q reflect our current views with respect to future events or to our future financial
performance and involve known and unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by these forward-looking statements. Factors that may cause
actual results to differ materially from current expectations include, among other things, those listed under Part II, Item 1A. Risk Factors in this Quarterly
Report on Form 10-Q and elsewhere in this Quarterly Report on Form 10-Q. Given these uncertainties, you should not place undue reliance on these forward-
looking statements. Except as required by law, we assume no obligation to update or revise these forward-looking statements for any reason, even if new
information becomes available in the future.

This Quarterly Report on Form 10-Q also contains estimates, projections and other information concerning our industry, our business, and the markets
for certain diseases, including data regarding the estimated size of those markets, and
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the incidence and prevalence of certain medical conditions. Information that is based on estimates, forecasts, projections, market research or similar
methodologies is inherently subject to uncertainties and actual events or circumstances may differ materially from events and circumstances reflected in this
information. Unless otherwise expressly stated, we obtained this industry, business, market and other data from reports, research surveys, studies and similar
data prepared by market research firms and other third parties, industry, medical and general publications, government data and similar sources.
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PART I — FINANCIAL INFORMATION

Item 1. Consolidated Financial Statements
Inotek Pharmaceuticals Corporation
Consolidated Balance Sheets
(Unaudited)
(In thousands, except share and per share amounts)
June 30, 2016 December 31, 2015
Assets
Current assets:
Cash and cash equivalents $ 38,519 $ 80,042
Short-term investments 59,703 31,238
Prepaid expenses and other current assets 480 1,086
Total current assets 98,702 112,366
Property and equipment, net 976 812
Other assets 173 143
Total assets $ 99,851 $ 113,321
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 921 $ 1,633
Accrued expenses and other current liabilities 3,150 2,508
Total current liabilities 4,071 4,141
Other long-term liabilities 336 367
Total liabilities 4,407 4,508
Commitments and Contingencies (Note 7)
Stockholders’ equity:
Preferred Stock, $0.001 par value: 5,000,000 shares authorized and no shares issued or outstanding — —
Common stock, $0.01 par value: 120,000,000 shares authorized at June 30, 2016 and December 31, 2015;
26,930,730 shares and 26,423,394 shares issued and outstanding at June 30, 2016 and December 31, 2015,
respectively 269 264
Additional paid-in capital 309,933 304,583
Accumulated deficit (214,775) (196,023)
Accumulated other comprehensive income (loss) 17 (11)
Total stockholders’ equity 95,444 108,813
Total liabilities and stockholders’ equity $ 99,851 $ 113,321

The accompanying notes are an integral part of these consolidated financial statements.
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Inotek Pharmaceuticals Corporation
Consolidated Statements of Operations
(Unaudited)

(In thousands, except share and per share amounts)

Three Months Ended June 30,

2016 2015
Operating expenses:
Research and development $ (6,465) $ (1,954)
General and administrative (2,315) (1,728)
Loss from operations (8,780) (3,682)
Interest expense — (564)
Interest income 96 —
Loss on extinguishment of debt — —
Change in fair value of warrant liabilities — —
Change in fair value of Convertible Bridge Notes redemption rights
derivative — —
Change in fair value of 2020 Convertible Notes derivative liability — 1,859
Net loss $ (8,684) $ (2,387)
Net loss per share attributable to common stockholders—basic and diluted $ (0.33) $ (0.15)
Weighted-average number of shares outstanding—basic and diluted 26,623,280 16,327,003

The accompanying notes are an integral part of these consolidated financial statements.
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26,523,337

Six Months Ended June 30,
2016 2015
$  (14,080) $ (3,023
(4,837) (3,708)
(18,917) (6,731)
— (1,038)
165 —
— (683)
— 267
— 480
— 3,856
$ (18,752) $  (3,849)
$ (0.71) $ (0.33)
12,026,183
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Inotek Pharmaceuticals Corporation

Consolidated Statements of Comprehensive Loss

(Unaudited)
(In thousands)
Three Months Ended June 30, Six Months Ended June 30,
2016 2015 2016 2015
Net loss $ (8684) $ (2,387) $ (18,752) $ (3,849)
Other comprehensive income:
Net unrealized gain on marketable securities 17 — 28 —
Total comprehensive loss $ (8667) $ (2,387) $ (18,724) $ (3,849)

The accompanying notes are an integral part of these consolidated financial statements.

7



Table of Contents

Inotek Pharmaceuticals Corporation

Consolidated Statements of Cash Flows
(Unaudited)
(In thousands)

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to cash used in operating activities:

Noncash interest expense

Deferred rent and lease incentives
Loss on extinguishment of debt
Amortization of premium on marketable securities

Depreciation

Change in fair value of warrant liabilities
Change in fair value of Convertible Bridge Notes redemption rights derivative
Change in fair value of 2020 Convertible Notes derivative liability

Stock-based compensation

Changes in operating assets and liabilities:
Prepaid expenses and other assets

Accounts payable

Accrued expenses and other current liabilities
Net cash used in operating activities
Cash flows from investing activities:
Purchases of short-term investments
Proceeds from the maturities of short-term investments
Purchases of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Net proceeds from issuance of common stock in initial public offering
Proceeds from issuance of 2020 Convertible Notes in initial public offering
Proceeds from issuance of common stock pursuant to stock option plans
Proceeds from issuance of common stock pursuant to employee stock purchase plan
Net proceeds from issuance of common stock
Payments of 2020 Convertible Notes issuance costs
Principal payments on notes payable
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information:

Cash paid for interest

Supplemental disclosure of noncash investing and financing activities:
Conversion of Series AA preferred stock into common stock upon initial public offering

Conversion of Series X preferred stock into common stock upon initial public offering

Conversion of Convertible Bridge Notes into common stock upon initial public offering

Accretion of Series AA preferred stock to redemption value

Reclassification of fair value of warrant liability to equity upon initial public offering

Reclassification of deferred public offering costs to stockholders’ equity

Reclassification of deferred public offering costs to other assets

Net unrealized gain on marketable securities

The accompanying notes are an integral part of these consolidated financial statements.
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Six Months Ended June 30,
2016 2015
$ (18,752) $ (3,849)
— 577
(31) —
— 522
112 —
72 1
— (267)
— (480)
— (3,856)
1,173 1,558
500 (574)
(712) (333)
642 651
(16,996) (6,050)
(57,414) —
28,941 —
(236) (30)
(28,709) (30)
— 38,115
— 21,000
88 —
45 —
4,049 —
— (1,841)
— (5,800)
4,182 51,474
(41,523) 45,394
80,042 3,618
$ 38,519 $ 49,012
$ — $ 89
$ — $ 46,383
$ — $ 548
$ — $ 2,028
$ — $ 130
$ — $ 215
$ = $ 1,590
$ — $ 256
$ 28§ —
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INOTEK PHARMACEUTICALS CORPORATION

Notes to Consolidated Financial Statements
(Amounts in thousands, except share and per share data)

1. Organization and Operations

Inotek Pharmaceuticals Corporation (the “Company”) is a clinical-stage biopharmaceutical company advancing molecules with novel mechanisms of
action to address significant diseases of the eye. The Company’s business strategy is to develop and progress its product candidates through human clinical
trials. The Company’s headquarters are located in Lexington, Massachusetts.

The Company has devoted substantially all of its efforts to research and development, including clinical trials of its product candidates. The Company
has not completed the development of any product candidates. The Company has no current source of revenue to sustain present activities and does not expect
to generate revenue until and unless the Company receives regulatory approval of and successfully commercializes its product candidates. The Company is
subject to a number of risks and uncertainties similar to those of other life science companies developing new products, including, among others, the risks
related to the necessity to obtain adequate additional financing, to successfully develop product candidates, to obtain regulatory approval of products
candidates, to comply with government regulations, to successfully commercialize its potential products, to protect proprietary technology and to the
dependence on key individuals.

On August 5, 2016, the Company closed an underwritten public offering of $50.0 million aggregate principal amount of 5.75% Convertible Senior
Notes due 2021 (the “2021 Notes™) and received net proceeds of approximately $46.9 million. The Company has granted the underwriters a 30-day option to
purchase up to an additional $7.5 million aggregate principal amount of 2021 Notes (see Note 10).

In April 2016, the Company filed a registration statement on Form S-3 containing two prospectuses: (i) a base prospectus which covers the offering,
issuance and sale of up to $200,000 in the aggregate of an indeterminate number of shares of common stock and preferred stock, such indeterminate principal
amount of debt securities and such indeterminate number of warrants and units; and (ii) a sales agreement prospectus covering the offering, issuance and sale
of up to a maximum aggregate offering price of $50,000 of the Company’s common stock that may be issued and sold under an at-the-market sales agreement
with Cowen and Company, LLC (the “ATM”). The $50,000 of common stock that may be issued and sold under the ATM reduces the available balance under
the base prospectus by the amount issued. During the three months ended June 30, 2016, the Company sold 482,689 shares of common stock and received net
proceeds of $4,049, pursuant to the ATM. At June 30, 2016, $45,599 was available for sale of common stock under the ATM.

In the first quarter of 2015, the Company completed its initial public offering (the “IPO”) of (i) 6,966,333 shares of common stock, including 299,333
shares from an exercise of the underwriters’ overallotment option at a price of $6.00 per share and (ii) $21,000 aggregate principal amount of 5.0%
Convertible Senior Notes due 2020 (the “2020 Convertible Notes”), including $1,000 from an exercise of the underwriters’ overallotment option. Existing
stockholders and their affiliated entities purchased approximately 3,005,000 shares of common stock issued in the TPO at the same terms. The Company
received net proceeds of $36,495, after deducting underwriting discounts and offering-related costs, from its equity issuances and $18,903 in net proceeds,
after deducting underwriting discounts and offering-related costs, from its debt issuances.

In July and August 2015, holders of $21,000 principal amount of the 2020 Convertible Notes elected to convert the principal into 3,333,319 shares of
common stock. In addition, the Interest Make-Whole Payment (see Note 5) was settled with shares of common stock, at the election of the Company,
resulting in the issuance of 530,072 additional shares of common stock.

In August 2015, the Company completed an underwritten public offering of its common stock (the “Follow-on Offering”). The Company issued
6,210,000 shares of its common stock at a price of $12.75 per share, including 810,000 shares from the underwriters’ full exercise of their overallotment
option, and received net proceeds of $73,965, after deducting underwriting discounts and offering-related costs.

As of June 30, 2016, the Company had an accumulated deficit of $214,775 and $98,222 of cash and cash equivalents and short-term investments.

The Company will need to expend substantial resources for research and development, including costs associated with the clinical testing of its product
candidates and will need to obtain additional financing to fund its operations and to conduct
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trials for its product candidates. If such products were to receive regulatory approval, the Company would need to prepare for the potential commercialization
of its product candidates and fund the commercial launch and continued marketing of its products. The Company expects operating expenses will
substantially increase in the future related to additional clinical testing and to support an increased infrastructure to support expanded operations and being a
public company.

The Company will require additional funding in the future and may not be able to raise such additional funds. The Company expects losses will
continue as it conducts research and development activities. The Company will seek to finance future cash needs through public or private equity offerings,
license agreements, debt financings, collaborations, strategic alliances, or any combination thereof. The incurrence of indebtedness would result in increased
fixed payment obligations and could also result in restrictive covenants, such as limitations on the Company’s ability to incur additional debt, limitations on
the Company’s ability to acquire, sell or license intellectual property rights and other operating restrictions that could adversely impact the ability of the
Company to conduct its business. If adequate funds are not available, the Company would delay, reduce or eliminate research and development programs and
reduce administrative expenses. The Company may seek to access the public or private capital markets whenever conditions are favorable, even if it does not
have an immediate need for additional capital at that time. In addition, if the Company raises additional funds through collaborations, strategic alliances or
licensing arrangements with third parties, it may have to relinquish valuable rights to its technologies, future revenue streams or product candidates or to grant
licenses on terms that may not be favorable to it. If the Company is unable to raise sufficient funding, it may be unable to continue to operate. There is no
assurance that the Company will be successful in obtaining sufficient financing on acceptable terms and conditions to fund continuing operations, if at all.
The failure of the Company to obtain sufficient funds on acceptable terms when needed could have a material adverse effect on the Company’s business,
results of operations and financial condition.

2. Significant Accounting Policies

Basis of Presentation—The Company’s interim financial statements have been prepared in conformity with accounting principles generally accepted
in the United States of America (“GAAP”). In the opinion of management, the Company has made all necessary adjustments, which include normal recurring
adjustments necessary for a fair statement of the Company’s financial position and results of operations for the interim periods presented. Certain information
and disclosures normally included in the annual financial statements prepared in accordance with GAAP have been condensed or omitted. These interim
financial statements should be read in conjunction with the audited financial statements and accompanying notes for the year ended December 31, 2015
included in the Company’s Annual Report on Form 10-K. The results for the three and six month periods ended June 30, 2016 are not necessarily indicative
of the results to be expected for a full year, any other interim periods or any future year or period.

Segment Reporting—Operating segments are defined as components of an enterprise about which separate discrete information is available for
evaluation by the chief operating decision maker, or decision-making group, in deciding how to allocate resources and in assessing performance. The
Company views its operations and manages its business in one operating segment.

Use of Estimates—The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of expenses during the reporting period. Actual results could differ from these estimates. Significant items subject to such estimates and assumptions
include the valuation of stock options used for the calculation of stock-based compensation, fair value of warrant liabilities and other derivative financial
instruments, and calculation of accruals related to research and clinical development.

Comprehensive income (loss) —Comprehensive income (loss) is defined as the change in equity of a business enterprise during a period from
transactions, and other events and circumstances from non-owner sources, and currently consists of net loss and changes in unrealized gains and losses on
short-term investments. Accumulated other comprehensive income (loss) consists entirely of unrealized gains and losses from short-term investments as of
June 30, 2016 and December 31, 2015.

Cash and Cash Equivalents—Cash and cash equivalents consist of bank deposits, certificates of deposit and money market accounts. Cash
equivalents are carried at cost which approximates fair value due to their short-term nature and which the Company believes do not have a material exposure
to credit risk. The Company considers all highly liquid investments with maturities of three months or less from the date of purchase to be cash equivalents.

The Company maintains its cash and cash equivalent balances in the form of money market, savings or operating accounts with financial institutions
that management believes are creditworthy. The Company’s cash and cash equivalent accounts, at times, may exceed federally insured limits. The Company
has not experienced any losses in such accounts. The Company believes it is not exposed to any significant credit risk on cash and cash equivalents.
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Short-term Investments—Short-term investments consist of investments in certificates of deposit, agency bonds and United States Treasury
securities. Management determines the appropriate classification of these securities at the time they are acquired and evaluates the appropriateness of such
classifications at each balance sheet date. The Company classifies its short-term investments as available-for-sale pursuant to Financial Accounting Standards
Board (“FASB”) Accounting Standard Codification (“ASC”) 320, Investments—Debt and Equity Securities. Short-term investments are recorded at fair value,
with unrealized gains and losses included as a component of accumulated other comprehensive income (loss) in stockholders’ equity and a component of total
comprehensive loss in the consolidated statements of comprehensive loss, until realized. Realized gains and losses are included in investment income on a
specific-identification basis. There were no realized gains or losses on short-term investments for the three and six months ended June 30, 2016 and 2015.
There was $17 and $28 of net unrealized gains on short-term investments for the three and six months ended June 30, 2016. There were no net unrealized
gains or losses on short-term investments for the three and six months ended June 30, 2015.

The Company reviews short-term investments for other-than-temporary impairment whenever the fair value of a short-term investment is less than the
amortized cost and evidence indicates that a short-term investment’s carrying amount is not recoverable within a reasonable period of time. Other-than-
temporary impairments of investments are recognized in the consolidated statements of operations if the Company has experienced a credit loss, has the intent
to sell the short-term investment, or if it is more likely than not that the Company will be required to sell the short-term investment before recovery of the
amortized cost basis. Evidence considered in this assessment includes reasons for the impairment, compliance with the Company’s investment policy, the
severity and the duration of the impairment and changes in value subsequent to the end of the period.

Short-term investments at June 30, 2016 consist of the following:

Cost Unrealized Unrealized Fair
Basis Gains Losses Value
Current:
Certificates of deposit $17,460 $ — $ — $17,460
Agency bonds 1,001 — — 1,001
United States Treasury securities 41,225 17 — 41,242
$59,686 $ 17 $ G $59,703
Short-term investments at December 31, 2015 consist of the following:
Cost Unrealized Unrealized Fair
Basis Gains Losses Value
Current:
Certificates of deposit $16,160 $ — $ — $16,160
Agency bonds 10,036 — 5) 10,031
United States Treasury securities 5,053 — (6) 5,047
$31,249 $ = $ (11) $31,238

At June 30, 2016 and December 31, 2015, all short-term investments held by the Company had contractual maturities of less than one year. The
Company evaluated its securities for other-than-temporary impairment and determined that no such impairment existed at June 30, 2016 and December 31,
2015.

Property and Equipment—Property and equipment are stated at cost. Expenditures for repairs and maintenance are charged to expense as incurred.
Upon retirement or sale, the cost of the assets disposed of and the related accumulated depreciation are eliminated from the accounts and any resulting gain or
loss is reflected in the consolidated statement of operations. Depreciation and amortization is provided using the straight-line method over the estimated
useful lives of the assets.

Deferred Financing Costs—Financing costs incurred in connection with the Company’s notes payable, Convertible Bridge Notes and 2020
Convertible Notes were capitalized at the inception of the notes and amortized over the term of the respective notes using the effective interest rate method.
At June 30, 2016 and December 31, 2015, the Company no longer carried the notes payable, Convertible Bridge Notes or 2020 Convertible Notes on its
balance sheet (see Note 5). Amortization of deferred financing costs was $44 and $92 in the three and six months ended June 30, 2015, and recorded as a
component of interest expense in the accompanying consolidated statements of operations.
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Research and Development Costs—Research and development costs are charged to expense as incurred and include, but are not limited to:
+ employee-related expenses including salaries, benefits, travel and stock-based compensation expense for research and development personnel;

»  expenses incurred under agreements with contract research organizations that conduct clinical and preclinical studies, contract manufacturing
organizations and consultants;

»  costs associated with preclinical and development activities; and

»  costs associated with regulatory operations.

Costs for certain development activities, such as clinical studies, are recognized based on an evaluation of the progress to completion of specific tasks
using data such as patient enrollment, clinical site activations, and information provided to the Company by its vendors on their actual costs incurred.
Payments for these activities are based on the terms of the individual arrangements, which may differ from the patterns of costs incurred, and are reflected in
the financial statements as accrued expenses, or prepaid expenses and other current assets, if the related services have not been provided.

Stock-Based Compensation—The Company measures the cost of employee services received in exchange for an award of equity instruments based
on the fair value of the award on the grant date. That cost is recognized on a straight-line basis over the period during which the employee is required to
provide service in exchange for the award. The fair value of options on the date of grant is calculated using the Black-Scholes option pricing model based on
key assumptions such as stock price, expected volatility and expected term. The Company’s estimates of these assumptions are primarily based on third-party
valuations, historical data, peer company data and judgment regarding future trends and factors. Compensation cost for stock purchase rights under the
employee stock purchase plan is measured and recognized on the date the Company becomes obligated to issue shares of our common stock and is based on
the difference between the fair value of the Company’s common stock and the purchase price on such date.

The Company accounts for stock options issued to non-employees in accordance with the provisions of the FASB ASC 505-50, Equity-Based Payments
to Non-employees, which requires valuing the stock options on their grant date and measuring such stock options at their current fair value as they vest.

Fair Value Measurements—The Company is required to disclose information on all assets and liabilities reported at fair value that enables an
assessment of the inputs used in determining the reported fair values. FASB ASC 820, Fair Value Measurements and Disclosures (“ASC 820”), establishes a
hierarchy of inputs used when available. Observable inputs are inputs that market participants would use in pricing the asset or liability based on market data
obtained from sources independent of the Company. Unobservable inputs are inputs that reflect the Company’s assumptions about the inputs that market
participants would use in pricing the asset or liability, and are developed based on the best information available in the circumstances. The fair value
hierarchy applies only to the valuation inputs used in determining the reported fair value of the investments and is not a measure of the investment credit
quality. The three levels of the fair value hierarchy are described below:

Level 1—Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to access at
the measurement date.

Level 2—Valuations based on quoted prices for similar assets or liabilities in markets that are not active or for which all significant inputs are
observable, either directly or indirectly.

Level 3—Valuations that require inputs that reflect the Company’s own assumptions that are both significant to the fair value measurement and
unobservable.

To the extent that valuation is based on models or inputs that are less observable or unobservable in the market, the determination of fair value requires
more judgment. Accordingly, the degree of judgment exercised by the Company in determining fair value is greatest for instruments categorized in Level 3. A
financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value measurement. The fair
value of the Company’s financial instruments, including cash and cash equivalents, prepaid expenses and other current assets, accounts payable and accrued
expenses approximate their respective carrying values due to the short-term nature of these instruments. The Company’s assets and liabilities measured at fair
value on a recurring basis include its warrant liabilities, convertible notes redemption rights derivative and 2020 Convertible Notes derivative liability (see
Note 8).
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Derivative Financial Instruments—All derivatives are recorded as assets or liabilities at fair value, and the changes in fair value are immediately
included in earnings, as the derivatives had not been formally designated as hedges for accounting purposes. The Company’s derivative financial instruments
include bifurcated embedded derivatives that were identified within the 2020 Convertible Notes and the Convertible Bridge Notes (see Notes 8 and 9).

Net Loss Per Share—The Company calculates net loss per share in accordance with FASB ASC 260, Earnings per Share. Basic earnings (loss) per
share (“EPS”) is calculated by dividing the net income or loss applicable to common stockholders by the weighted average number of common shares
outstanding for the period, without consideration of unissued common stock equivalents. The net loss applicable to common stockholders is determined by
the reported net loss for the period and deducting dividends accrued and accretion of preferred stock. Diluted EPS is calculated by adjusting the weighted
average common shares outstanding for the dilutive effect of common stock options, warrants, and convertible preferred stock and accrued but unpaid
convertible preferred stock dividends. In periods where a net loss is recorded, no effect is given to potentially dilutive securities, as their effect would be anti-
dilutive.

The following table sets forth the computation of basic and diluted earnings (loss) per share attributable to the Company’s common stockholders:

For the Three Months Ended For the Six Months Ended
June 30, June 30,
2016 2015 2016 2015
Numerator:
Net loss $ (8,684) $ (2,387) $ (18,752) $ (3,849)
Accretion and dividends on convertible preferred stock — — — (130)
Net loss applicable to common stockholders (8,684) (2,387) (18,752) (3,979)
Denominator:
Weighted average common shares outstanding - basic and
diluted 26,623,280 16,327,003 26,523,337 12,026,183
Net loss per share applicable to common
stockholders - basic and diluted $ (0.33) $ (0.15) $ (0.71) $ (0.33)

The following common stock equivalents were excluded from the calculation of diluted net loss per share for the periods indicated as including them
would have an anti-dilutive effect:

Three Months Ended June 30, Six Months Ended June 30,
2016 2015 2016 2015
Shares issuable upon conversion of the 2020 Convertible Notes — 3,333,333 — 3,333,333
Warrants for common stock 56,408 56,408 56,408 56,408
Stock options 2,538,320 1,394,075 2,538,320 1,394,075
Total 2,594,728 4,783,816 2,594,728 4,783,816

Subsequent Events—The Company considers events or transactions that occur after the balance sheet date but prior to the issuance of the financial
statements to provide additional evidence relative to certain estimates or to identify matters that require additional disclosure. The Company has completed an
evaluation of all subsequent events through the date the financial statements were issued (see Notes 1 and 10).

Recent Accounting Pronouncements—In August 2014, the FASB issued Accounting Standards Update (“ASU”) 2014-15, Presentation of Financial
Statements — Going Concern, which provides guidance about management’s responsibility to evaluate whether there is substantial doubt about an entity’s
ability to continue as a going concern and to provide related footnote disclosures. The new standard is effective for the Company for the annual period ending
after December 15, 2016, and for annual and interim periods thereafter, with early adoption permitted. The Company is currently evaluating the impact of this
accounting standard update on the Company’s consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes the current leasing guidance and upon adoption, will require
lessees to recognize right-of-use assets and lease liabilities on the balance sheet for all leases with terms longer than 12 months. The new standard is effective
for the Company for the annual period beginning after December 15, 2018, and can be early adopted by applying a modified retrospective approach for leases
existing at, and entered into after, the beginning of the earliest comparable period presented in the financial statements. The Company is currently evaluating
the impact of this accounting standard update on the Company’s consolidated financial statements.
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In March 2016, the FASB issued ASU 2016-09, Improvements to Employee Share-Based Payment Accounting, which amends ASC Topic 718,
Compensation — Stock Compensation, and includes provisions intended to simplify various aspects related to how share-based payments are accounted for
and presented in the financial statements. The new standard is effective for the Company for the annual period ending after December 15, 2016, and for
annual and interim periods thereafter, with early adoption permitted. The Company is currently evaluating the impact of this accounting standard update on
the Company’s consolidated financial statements.

3. Property and Equipment

At June 30, 2016 and December 31, 2015, the Company’s property and equipment consisted of the following:

Useful lives June 30, 2016 December 31, 2015
Office equipment 5 years $ 364 $ 334
Computer hardware and software 3 -7 years 258 252
Laboratory equipment 5 years 243 43
Leasehold improvements 7 years 445 445
1,310 1,074
Less: accumulated depreciation (334) (262)
Property and equipment, net $ 976 $ 812

During the three and six months ended June 30, 2016, the Company recognized $36 and $72 of depreciation expense, respectively. During the three and
six months ended June 30, 2015, the Company recognized $1 of depreciation expense.

4. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities at June 30, 2016 and December 31, 2015 consisted of the following:

June 30, 2016 December 31, 2015
Research and development $ 1,378 $ 375
Compensation and benefits 854 999
Government payable 464 450
Professional fees 275 347
Other 179 337
Total $ 3,150 $ 2,508

5. Debt
2020 Convertible Notes

On February 23, 2015, the Company issued an aggregate of $20,000 of the 2020 Convertible Notes pursuant to its IPO. On March 24, 2015, the
Company issued an additional $1,000 of 2020 Convertible Notes pursuant to the exercise of the underwriters’ overallotment option. The 2020 Convertible
Notes had a maturity date of February 15, 2020 (“Maturity Date”), were unsecured and accrued interest at a rate of 5.0% per annum, payable semi-annually
on February 15 and August 15 of each year. In connection with the issuance of the 2020 Convertible Notes, the Company incurred $2,097 of financing costs
which were recorded in other assets on the balance sheet.

Each holder of a 2020 Convertible Note (the “Holder”), had the option to convert all or any portion of such note at an initial conversion rate of
158.7302 shares of the Company’s common stock per $1 principal amount of 2020 Convertible Notes (the “Conversion Rate”). The Conversion Rate was
subject to adjustment from time to time upon the occurrence of certain events, including the issuance of stock dividends and payment of cash dividends. For
any conversion that occurred on or after July 23, 2015, the Company would, in addition to the other consideration payable, make an interest make-whole
payment (the “Interest Make-Whole Payment”) to such converting Holder equal to the sum of the present values of the
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scheduled payments of interest that would have been made on the 2020 Convertible Notes to be converted had such notes remained outstanding from the date
of the conversion (the “Conversion Date”) through the earlier of (i) the date that is three years after the Conversion Date and (ii) the Maturity Date, if the
2020 Convertible Notes had not been so converted or otherwise repurchased. Present values for the Interest Make-Whole Payment would be calculated using
a discount rate equal to 2%. The Company could satisfy its obligation to pay any Interest Make-Whole Payment, at its election, in cash, shares of common
stock or a combination thereof.

The 2020 Convertible Notes were convertible, at the holder’s option, upon a fundamental change (“Fundamental Change”), as defined in the Indenture
(“Indenture”). If a holder elected to convert its notes upon a Fundamental Change, the Company would increase the Conversion Rate for the 2020 Convertible
Notes so surrendered for conversion by a number of additional shares of common stock by which the Conversion Rate would have increased per $1 principal
amount of notes for each stock price and make-whole Fundamental Change effective date as set forth in the Indenture. The additional shares ranged from
7.9364 to 0.

Upon a Fundamental Change, each Holder would have the right to require the Company to repurchase for cash all of such Holder’s notes, or any
portion thereof that is equal to $1 or an integral multiple of $1. The repurchase price of the 2020 Convertible Notes would equal 100% of the principal
amount thereof, plus accrued and unpaid interest thereon. However, if the repurchase occurred after a regular record date for an interest payment, but before
the distribution date of that interest payment, the Holder receive the regular interest payment and the repurchase price would equal 100% of the principal
amount of the 2020 Convertible Notes to be repurchased.

The 2020 Convertible Notes were redeemable at the holder’s option upon an event of default (“Event of Default”). If an Event of Default (other than
certain events of bankruptcy, insolvency or reorganization involving the Company) occurred and was continuing, the Trustee by notice to the Company, or the
holders of at least 25% in principal amount of the outstanding notes by written notice to the Company and the Trustee, could declare 100% of the principal
and accrued and unpaid interest, if any, on all of the 2020 Convertible Notes to be due and payable immediately. Upon the occurrence of certain Events of
Default relating to bankruptcy, insolvency or reorganization involving the Company, 100% of the principal and accrued and unpaid interest, if any, on all of
the 2020 Convertible Notes would become due and payable automatically.

The Indenture provided that, to the extent the Company elected and for up to 180 days, the sole remedy for an Event of Default relating to certain
failures by the Company to comply with certain reporting covenants in the Indenture, consisted exclusively of the right to receive additional interest
(“Additional Interest”) on the 2020 Convertible Notes. The Additional Interest consisted of interest at an additional rate of 0.25% per annum for the first 90
days after the Event of Default. For the 91st to 180th day after the Event of Default, the Additional Interest would consist of interest at an additional rate of
0.50% per annum. After 180 days, if the Event of Default was not cured or waived, the 2020 Convertible Notes were subject to acceleration as provided in
Section 6.02 of the Indenture.

The Company determined that the conversion option, Interest Make-Whole Payments and the Additional Interest were embedded derivatives that
required bifurcation and separate accounting under FASB ASC 815, Derivatives and Hedging. Based on the characteristics of the (i) conversion option
including make-whole provision, (ii) the Additional Interest, and (iii) the 2020 Convertible Notes, the Company estimated the fair value of the conversion
option including the interest make-whole provision and the Additional Interest using the “with” and “without” method. Using this methodology, the Company
first valued the 2020 Convertible Notes with the conversion option including make-whole provision but excluding the Additional Interest (the “with”
scenario) and subsequently valued the 2020 Convertible Notes without the conversion option including make-whole provision and excluding the Additional
Interest (the “without” scenario). The difference between the fair values of the 2020 Convertible Notes in the “with” and “without” scenarios was the
concluded fair value of the conversion option including make-whole provision as of the measurement date. The Company developed an estimate of fair value
for the 2020 Convertible Notes excluding the Additional Interest using a binomial lattice model. The Company modeled the decision to convert or hold by
considering the maximum of the conversion or hold value at every node of the lattice in which the 2020 Convertible Notes were convertible and choosing the
action that would maximize the return to the 2020 Convertible Notes’ holders. The significant assumptions used in the binomial model were: the market yield
and the expected volatility.

The Company estimated the fair value of the Additional Interest using an income approach, specifically, the risk-neutral debt valuation method that is
used to derive the value of a debt instrument using the expected cash flows and the risk-free rate. The significant assumptions used in estimating the expected
cash flows were: the market yield used to determine the risk-neutral probability of default and the expected recovery rate upon default.

The Company recorded $11,850 as the fair value of the combined embedded derivative liability on February 23, 2015, with a corresponding amount
recorded as a discount to the 2020 Convertible Notes, related to the initial issuance of the 2020
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Convertible Notes. The Company recorded approximately $573 of additional derivative liability and discount to the 2020 Convertible Notes as the fair value
of the combined embedded derivative on March 24, 2015, upon the issuance of additional 2020 Convertible Notes for the exercise of the underwriters’
overallotment option. The deferred financing costs and the debt discount were recorded in other assets and were being amortized to interest expense over the
life of the 2020 Convertible Notes using the effective interest method. Changes in the fair value of the combined embedded derivative liability were recorded
in earnings in the period in which the changes occurred. The change in the estimated fair value of the combined embedded derivative liability for the three
and six months ended June 30, 2015, was $1,859 and $3,856, respectively, and were recorded in earnings in the three and six months ended June 30, 2015.

In July and August 2015, holders of all $21,000 principal amount of the 2020 Convertible Notes elected to convert the principal into 3,333,319 shares
of common stock in accordance with the terms of the 2020 Convertible Notes. In addition, the Interest Make-Whole Payment was settled with shares of
common stock, at the election of the Company, resulting in the issuance of 530,072 additional shares of common stock. As of December 31, 2015, all $21,000
of the 2020 Convertible Notes were extinguished.

Interest expense related to the 2020 Convertible Notes for the three months ended June 30, 2015, was $565, including $44 related to amortization of the
issuance costs and $259 related to amortization of the debt discount. Interest expense related to the 2020 Convertible Notes for the six months ended June 30,
2015, was $774, including $59 related to amortization of the issuance costs and $349 related to amortization of the debt discount.

Convertible Bridge Notes

In December 2014, the Company sold an aggregate of $2,000 of subordinated convertible promissory notes to existing stockholders (the “Convertible
Bridge Notes). The Convertible Bridge Notes were scheduled to mature on June 30, 2015 and accrued interest at the rate of 8% per annum and were
subordinate to all other senior indebtedness of the Company. Upon the closing of an IPO of common stock of at least $40,000 in gross proceeds, all
outstanding principal and accrued interest thereon would automatically convert into common stock at the TPO price.

Pursuant to the IPO in February 2015, the Convertible Bridge Notes were converted into 337,932 shares of common stock based upon the IPO common
share offering price of $6.00 per share. During the six months ended June 30, 2015, the Company reflected as interest expense related to the Convertible
Bridge Notes (i) $23 related to the 8% coupon rate and (ii) $128 of amortization of the initial fair value of the redemption rights derivative and issuance costs.
In connection with the conversion of the Convertible Bridge Notes into common stock, the Company recorded a (i) a $480 gain in change in fair value of the
of the Convertible Bridge Notes redemption rights derivative from the write off of the derivative and (ii) a loss on extinguishment of debt of $360 from the
acceleration of the unamortized balance of the debt discount and issuance costs.

Notes Payable

On June 28, 2013, the Company entered into two Loan and Security Agreements (the “Loan Agreements” or “Loans”) with two financial entities (the
“Lenders”) pursuant to which the Company issued Loans for $3,500 to each lender and received proceeds of $6,915 net of costs and fees payable to the
lenders. The Loans bore interest at a rate per annum of 11.0%. The Loans would mature on October 1, 2016 and required interest-only payments for the initial
12 months and thereafter required repayment of the principal balance with interest in 27 monthly installments. Also, upon full repayment or maturity of the
Loans, the Lenders would be due a termination payment of 3.0% of the initial principal amount of the Loans, or $210 (the “Loan Termination Payment”).

In connection with the Loan Agreements, the Company issued to the Lenders fully-vested warrants to purchase either, at the election of the warrant
holder, (i) 228,906 shares of the Company’s Series AA preferred stock at an exercise price of $1.529 per share, or (ii) $350 of stock in the next round stock, as
defined in the Loan Agreements, at a price that is the lowest effective price per share that is offered in the next round. The warrants expire on the earlier of
(i) ten years after the date of grant, or (ii) immediately prior to an acquisition transaction, as defined in the warrants. The Company determined that the
warrants should initially be classified as a liability based upon the nature of the underlying Series AA preferred stock.

In connection with the Company’s IPO in February 2015, the Company exercised its right to terminate the Loan Agreements by paying the $5,347
principal balance due, the $210 Loan Termination Payment, a $160 prepayment fee calculated as 3% of the principal balance due at the time of the
termination, plus $23 of interest accrued from February 1, 2015 through the payoff date. The Company made a scheduled principal payment of $243 in
January 2015.

For the six months ended June 30, 2015, interest expense related to the Loan Agreements was $115, including $26 related to accretion of the debt
discount and termination payment. Additionally, in the six months ended June 30, 2015, the Company recorded a charge for loss on extinguishment of debt of
$322 related to the write-off of the unamortized debt discount.

16



Table of Contents

Subsequent to the Company’s IPO, the warrants issued to the lenders became exercisable for 56,408 shares of common stock at $6.204 per share. The
Company calculated the fair value of the warrants at the IPO date using a Black Scholes model using the following assumptions: a fair value of $6.00 per
share (the IPO price of the Company’s common stock), 8.4 years to maturity, 1.70% risk-free rate, and 60% volatility. The Company determined the fair value
of the warrant liability at the TPO date to be $215 and recorded a gain on change in fair value of warrant liabilities of $267 in the statement of operations for
the six months ended June 30, 2015. The Company determined that subsequent to this change, the warrants were exercisable at a fixed number of shares of
common stock and qualified for equity classification under the accounting guidance, and the fair value of the $215 was reclassified to additional paid-in
capital as of the TPO date.

6. Equity
Authorized Shares

As of June 30, 2016, the Company’s authorized capital stock consisted of 120,000,000 shares of common stock, par value $0.01 per share, and
5,000,000 shares of undesignated preferred stock, par value $0.001 per share.

Preferred Stock

During 2014, the Company modified the terms of 558,862 shares of Series X preferred stock such that the Company’s repurchase right relative to those
shares expired upon consummation of the IPO. The Company estimated the fair value of the modified award at the modification date to be $950 and
recognized this amount as stock-based compensation expense upon completion of the IPO in the six months ended June 30, 2015.

Common Stock

All preferences, voting powers, relative, participating, optional, or other specific rights and privileges, limitations, or restrictions of the common stock
are expressly subject to those that may be fixed with respect to any shares of preferred stock. Common stockholders are entitled to one vote per share, and to
receive dividends, when and if declared by the Company’s board of directors.

During the three months ended June 30, 2016, the Company sold 482,689 shares of common stock and received gross and net proceeds of $4,401 and
$4,049, respectively, pursuant to the ATM.

At June 30, 2016 and December 31, 2015, there were 26,930,730 and 26,423,394 shares of common stock outstanding respectively.

2014 Stock Option and Incentive Plan

In August 2014, the Company’s board of directors adopted the 2014 Stock Option and Incentive Plan (the “2014 Plan”) for the issuance of incentive
and non-qualified stock options, restricted stock, and other equity awards, all for common stock, as determined by the board of directors to employees,
officers, directors, consultants, and advisors of the Company and its subsidiaries. Pursuant to the provisions of the 2014 Plan and approval by the board of
directors, on January 1, 2016 an additional 1,056,936 shares were added to the 2014 Plan representing 4% of total common shares issued and outstanding at
December 31, 2015. There were 676,034 shares available for issuance under the 2014 Plan as of June 30, 2016. The 2014 Plan expires in August 2024.

In the three months ended June 30, 2016, t