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Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities
Contingent Income Auto-Callable Securities do not guarantee the payment of interest or the repayment of principal. 
Instead, the securities offer the opportunity for investors to earn a contingent monthly coupon equal to 1.16667% of
the stated principal amount (14.00% per annum), but only with respect to each determination date on which the
determination closing price of the underlying stock, or the final share price, as applicable, is greater than or equal to
60% of the initial share price, which we refer to as the downside threshold level.  In addition, if the determination
closing price of the underlying stock is greater than or equal to the redemption threshold level (which will be equal to
100% of the initial share price) on any determination date, the securities will be automatically redeemed for an amount
per security equal to the stated principal amount and the contingent monthly coupon.  At maturity, if the securities
have not previously been redeemed and the final share price is greater than or equal to the downside threshold level,
the payment at maturity will be the stated principal amount and the contingent monthly coupon with respect to the
final determination date. However, if the final share price of the underlying stock is below the downside threshold
level on the final determination date, investors will be fully exposed to the decrease in the underlying stock on a 1 to 1
basis and will receive a payment at maturity that is less than 60% of the stated principal amount and could be zero.
Moreover, if on any determination date the determination closing price of the underlying stock, or the final share
price, as applicable, is less than the downside threshold level, you will not receive any contingent monthly coupon for
that monthly period. Accordingly, investors in the securities must be willing to accept the risk of losing their entire
principal and also the risk of not receiving any contingent monthly coupon. The securities are for investors who are
willing to risk their principal and seek an opportunity to earn interest at a potentially above-market rate in exchange
for the risk of receiving few or no contingent monthly coupons over the term of the securities. Investors will not
participate in any appreciation of the underlying stock.  The Notes are not subject to conversion into our common
shares under subsection 39.2(2.3) of the Canada Deposit Insurance Corporation Act. The securities are senior
unsecured obligations of Royal Bank of Canada, issued as part of Royal Bank of Canada’s Series H Senior Global
Medium-Term Notes program.  All payments on the securities are subject to the credit risk of Royal Bank of Canada.
SUMMARY TERMS
Issuer: Royal Bank of Canada
Underlying stock and
underlying
company:

Common stock of Netflix, Inc. (Bloomberg symbol: “NFLX”)

Aggregate principal
amount: $

Stated principal
amount: $10 per security

Issue price: $10 per security
Pricing date: November 23, 2018
Original issue date: November 28, 2018 (3 business days after the pricing date)
Maturity date:
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May 29, 2019, subject to adjustment as described in “Additional Information About the
Securities” below.

Early redemption:

If, on any of the first five determination dates, the determination closing price of the underlying
stock is greater than or equal to the redemption threshold level, the securities will be
automatically redeemed for an early redemption payment on the third business day following
the related determination date. No further payments will be made on the securities once they
have been redeemed.

Redemption
threshold level: 100% of the initial share price

Early redemption
payment:

The early redemption payment will be an amount equal to (i) the stated principal amount plus
(ii) the contingent monthly coupon with respect to the related determination date.

Determination
closing price:

The closing price of the underlying stock on any determination date other than the final
determination date times the adjustment factor on that determination date

Contingent monthly
coupon:

•    If, on any determination date, the determination closing price or the final share price, as
applicable, is greater than or equal to the downside threshold level, we will pay a contingent
monthly coupon of $0.11667 (1.16667% of the stated principal amount, or 14.00% per annum)
per security on the related contingent payment date.
•    If, on any determination date, the determination closing price or the final share price, as
applicable, is less than the downside threshold level, no contingent monthly coupon will be
made with respect to that determination date.

Determination dates:

December 24, 2018, January 23, 2019, February 25, 2019, March 25, 2019, April 23, 2019 and
May 23, 2019, subject to postponement for non-trading days and certain market disruption
events as described in “Additional Information About the Securities” below.  We also refer to
May 23, 2019 as the final determination date.

Contingent payment
dates:

With respect to each determination date other than the final determination date, the third
business day after the related determination date.  The payment of the contingent monthly
coupon, if any, with respect to the final determination date will be made on the maturity date.

Payment at maturity:

·    If the final share price is greater than
or equal to the downside threshold
level:

(i) the stated principal amount plus (ii) the contingent
monthly coupon with respect to the final determination
date

·    If the final share price is less than
the downside threshold level:

(i) the stated principal amount multiplied by (ii) the
share performance factor

Share performance
factor: Final share price divided by the initial share price

Adjustment factor: 1.0, subject to adjustment in the event of certain corporate events affecting the underlying stock
Downside threshold
level: $           , which is equal to 60.00% of the initial share price

Initial share price: $          , which is the closing price of the underlying stock on the pricing date

Final share price: The closing price of the underlying stock on the final determination date times the adjustment
factor on that date

CUSIP/ISIN: 78014G831 / US78014G8318
Listing: The securities will not be listed on any securities exchange.

Agent: RBC Capital Markets, LLC (“RBCCM”).  See “Supplemental information regarding plan of
distribution; conflicts of interest.”

Commissions and issue price: Price to public Agent’s commissionsProceeds to issuer
Per security $10.000 $0.075(1)

$0.050(2) $9.875
Total $ $ $

(1) RBCCM, acting as agent for Royal Bank of Canada, will receive a fee of $0.125 per $10 stated principal amount
and will pay to Morgan Stanley Wealth Management (“MSWM”) a fixed sales commission of $0.075 for each security
that MSWM sells.  See “Supplemental information regarding plan of distribution; conflicts of interest.”
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(2) Of the amount per $10 stated principal amount received by RBCCM, acting as agent for Royal Bank of Canada,
RBCCM will pay MSWM a structuring fee of $0.05 for each security.
The pricing date, original issue date and other dates set forth above are subject to change, and will be set forth in the
pricing supplement relating to the securities. The initial estimated value of the securities as of the date of this
document is $9.8157 per $10 in principal amount, which is less than the price to public. The pricing supplement
relating to the securities will set forth our estimate of the initial value of the securities as of the pricing date, which
will not be more than $0.30 less than this amount. The actual value of the securities at any time will reflect many
factors, cannot be predicted with accuracy, and may be less than this amount.
The securities involve risks not associated with an investment in ordinary debt securities. See “Risk Factors” beginning
on page 6.
The Securities and Exchange Commission and state securities regulators have not approved or disapproved these
securities, or determined if this document or the accompanying prospectus supplement and prospectus is truthful or
complete.  Any representation to the contrary is a criminal offense.
The securities will not constitute deposits insured by the Canada Deposit Insurance Corporation, the U.S. Federal
Deposit Insurance Corporation (the “FDIC”) or any other Canadian or U.S. government agency or instrumentality.

You should read this document together with the related prospectus supplement and prospectus, each of which can be
accessed via the hyperlinks below. Please also see “Additional Information About the Securities” at the end of this
document.
Prospectus Supplement dated September 7, 2018
Prospectus dated September 7, 2018

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

3

http://www.sec.gov/Archives/edgar/data/1000275/000121465918005975/f97180424b3.htm
http://www.sec.gov/Archives/edgar/data/1000275/000121465918005975/f97180424b3.htm
http://www.sec.gov/Archives/edgar/data/1000275/000121465918005973/l96181424b3.htm


Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities
Investment Summary
The Contingent Income Auto-Callable Securities due May 29, 2019 with the Coupon and Payment at Maturity Subject
to the Performance of the Common Stock of Netflix, Inc., which we refer to as the “securities,” provide an opportunity
for investors to earn a contingent monthly coupon, which is an amount equal to $0.11667 (1.16667% of the stated
principal amount, or 14.00% per annum) per security, with respect to each monthly determination date on which the
determination closing price or the final share price, as applicable, is greater than or equal to 60.00% of the initial share
price, which we refer to as the downside threshold level.  The contingent monthly coupon, if any, will be payable
monthly on the contingent payment date, which is the third business day after the related determination date.  It is
possible that the closing price of the underlying stock could remain below the downside threshold level for extended
periods of time or even throughout the term of the securities so that you may receive few or no contingent monthly
coupons.
If the determination closing price is greater than or equal to the redemption threshold level on any of the first five
determination dates, the securities will be automatically redeemed for an early redemption payment equal to the stated
principal amount plus the contingent monthly coupon with respect to the related determination date.  If the securities
have not previously been redeemed and the final share price is greater than or equal to the downside threshold level,
the payment at maturity will also be the sum of the stated principal amount and the contingent monthly coupon with
respect to the related determination date.  However, if the securities have not previously been redeemed and the final
share price is less than the downside threshold level, investors will be exposed to the decline in the closing price of the
underlying stock, as compared to the initial share price, on a 1 to 1 basis and will receive a payment at maturity that is
less than 60% of the stated principal amount of the securities and could be zero.  Investors in the securities must be
willing to accept the risk of losing their entire principal and also the risk of not receiving any contingent monthly
coupon.  In addition, investors will not participate in any appreciation of the underlying stock.

November 2018 Page 2
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Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities
Key Investment Rationale
The securities offer investors an opportunity to earn a contingent monthly coupon equal to 1.16667% of the stated
principal amount (14.00% per annum) with respect to each determination date on which the determination closing
price or the final share price, as applicable, is greater than or equal to 60% of the initial share price, which we refer to
as the downside threshold level.  The securities may be redeemed prior to maturity for the stated principal amount per
security plus the applicable contingent monthly coupon, and the payment at maturity will vary depending on the final
share price, as follows:

Scenario
1

On any of the first five determination dates, the determination closing price is greater than or equal to the
redemption threshold level.
§       The securities will be automatically redeemed for (i) the stated principal amount plus (ii) the
contingent monthly coupon with respect to the related determination date.
§       Investors will not participate in any appreciation of the underlying stock from the initial share price.

Scenario
2

The securities are not automatically redeemed prior to maturity and the final share price is greater than or
equal to the downside threshold level.
§       The payment due at maturity will be (i) the stated principal amount plus (ii) the contingent monthly
coupon with respect to the final determination date.
§       Investors will not participate in any appreciation of the underlying stock from the initial share price.

Scenario
3

The securities are not automatically redeemed prior to maturity and the final share price is less than the
downside threshold level.
§       The payment due at maturity will be (i) the stated principal amount multiplied by (ii) the share
performance factor.
§       Investors will lose a significant portion, and may lose all, of their principal amount in this scenario.

November 2018 Page 3
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Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities
How the Securities Work
The following diagrams illustrate the potential outcomes for the securities depending on (1) the determination closing
price and (2) the final share price.
Diagram #1: First Five Determination Dates
Diagram #2: Payment at Maturity if No Automatic Early Redemption Occurs

November 2018 Page 4
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Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities
Hypothetical Examples
The examples below are based on the following terms:
Hypothetical Initial Share Price: $100.00
Hypothetical Downside Threshold Level:$60.00, which is 60% of the hypothetical initial share price
Hypothetical Adjustment Factor: 1.0
Contingent Monthly Coupon: $0.11667 (1.16667% of the stated principal amount, or 14.00% per annum)
Stated Principal Amount: $10 per security
Redemption Threshold Level: $100.00, which is equal to 100% of the hypothetical initial share price

In Examples 1 and 2, the closing price of the underlying stock fluctuates over the term of the securities and the
determination closing price of the underlying stock is greater than or equal to the redemption threshold level on one of
the first five determination dates.  Because the determination closing price is greater than or equal to the redemption
threshold level on one of the first five determination dates, the securities are automatically redeemed following the
relevant determination date.  In Examples 3 and 4, the determination closing price on the first five determination dates
is less than the redemption threshold level, and, consequently, the securities are not automatically redeemed prior to,
and remain outstanding until, maturity.

Example 1 Example 2

Determination
Dates

Hypothetical
Determination
Closing Price (or
Final Share Price)

Contingent
Monthly
Coupon

Early
Redemption
Payment*

Hypothetical
Determination
Closing Price (or
Final Share Price)

Contingent
Monthly
Coupon

Early
Redemption
Payment

#1 $105.00 -* $10.11667 $90.00 $0.11667 N/A
#2 N/A N/A N/A $91.00 $0.11667 N/A
#3 N/A N/A N/A $92.00 $0.11667 N/A
#4 N/A N/A N/A $93.00 $0.11667 N/A
#5 N/A N/A N/A $110.00 -* $10.11667
Final
Determination
Date

N/A N/A N/A N/A N/A N/A

* The Early Redemption Payment includes the unpaid contingent monthly coupon with respect to the determination
date on which the determination closing price is greater than or equal to the redemption threshold level and the
securities are redeemed as a result.

§
In Example 1, the securities are automatically redeemed following the first determination date, as the determination
closing price on the first determination date is greater than the redemption threshold level. You receive the early
redemption payment, calculated as follows:

stated principal amount + contingent monthly coupon = $10 + $0.11667 = $10.11667
In this example, the early redemption feature limits the term of your investment to approximately 1 month and you
may not be able to reinvest at comparable terms or returns. If the securities are redeemed early, you will stop receiving
contingent payments.

§

In Example 2, the securities are automatically redeemed following the fifth determination date as the determination
closing price on the fifth determination date is greater than the redemption threshold level. As the determination
closing prices on the first four determination dates are greater than the downside threshold level, you will receive the
contingent payment with respect to each such determination date. Following the fifth determination date, you receive
the early redemption payment set forth above, which includes the contingent monthly coupon with respect to the
fifth determination date.
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In this example, the early redemption feature limits the term of your investment to approximately 5 months and you
may not be able to reinvest at comparable terms or returns. If the securities are redeemed early, you will stop receiving
contingent payments. Further, although the underlying stock has appreciated by 10.00% from its initial share price on
the fifth determination date, you receive only the early redemption payment, and do not benefit from such
appreciation.

November 2018 Page 5
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Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities

Example 3 Example 4

Determination
Dates

Hypothetical
Determination
Closing Price (or
Final Share Price)

Contingent
Monthly
Coupon

Early
Redemption
Payment

Hypothetical
Determination
Closing Price (or
Final Share Price)

Contingent
Monthly
Coupon

Early
Redemption
Payment

#1 $50.00 $0 N/A $50.00 $0 N/A
#2 $48.00 $0 N/A $48.00 $0 N/A
#3 $46.00 $0 N/A $46.00 $0 N/A
#4 $44.00 $0 N/A $44.00 $0 N/A
#5 $42.00 $0 N/A $42.00 $0 N/A
Final
Determination
Date

$40.00 $0 N/A $76.00 -* N/A

Payment at
Maturity $4.00 $10.11667

* The final contingent monthly coupon, if any, will be paid at maturity.
Examples 3 and 4 illustrate the payment at maturity per security based on the final share price.

§

In Example 3, the closing price of the underlying stock remains below the downside threshold level on every
determination date. As a result, you do not receive any contingent payments during the term of the securities and, at
maturity, you are fully exposed to the decline in the closing price of the underlying stock. As the final share price is
less than the downside threshold level, your payment at maturity is  calculated as follows:

stated principal amount x share performance factor = $10 × ($40.00/$100.00) = $4.00
In this example, the amount you receive at maturity is significantly less than the stated principal amount.

§

In Example 4, the closing price of the underlying stock decreases to a final share price of $76.00. Although the final
share price is less than the redemption threshold level, because the final share price is still not less than the downside
threshold level, you receive the stated principal amount plus a contingent monthly coupon with respect to the final
determination date. Your payment at maturity is calculated as follows:

$10 + $0.11667 = $10.11667
In this example, although the final share price represents a 24.00% decline from the initial share price, you receive the
stated principal amount per security plus the final contingent monthly coupon as set forth above, because the final
share price is not less than the downside threshold level.
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Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities
Risk Factors
The following is a non-exhaustive list of certain key risk factors for investors in the securities.  For further discussion
of these and other risks, you should read the section entitled “Risk Factors” in the accompanying prospectus supplement
and prospectus.  You should also consult your investment, legal, tax, accounting and other advisers in connection with
your investment in the securities.

§

The securities do not guarantee the return of any principal.  The terms of the securities differ from those of ordinary
debt securities in that the securities do not guarantee the payment of regular interest or the return of any of the
principal amount at maturity. Instead, if the securities have not been automatically redeemed prior to maturity and if
the final share price is less than the downside threshold level, you will be exposed to the decline in the closing price
of the underlying stock, as compared to the initial share price, on a 1 to 1 basis and you will receive for each security
that you hold at maturity an amount equal to the stated principal amount times the share performance factor. In this
case, the payment at maturity will be less than 60% of the stated principal amount and could be zero.

§

The potential contingent repayment of principal represented by the downside threshold level applies only at
maturity.  You should be willing to hold the securities until maturity. Additionally, if the securities are not redeemed,
at maturity, you will receive the stated principal amount (plus the contingent monthly coupon with respect to the
final determination date) only if the final share price is greater than or equal to the downside threshold level. If you
are able to sell the securities prior to maturity, you may have to sell them for a loss relative to the principal amount,
even if the price of the underlying stock is at or above the downside threshold level.

§

The contingent monthly coupon, if any, is based solely on the determination closing price or the final share price, as
applicable.  Whether the contingent monthly coupon will be made with respect to a determination date will be based
on the determination closing price or the final share price, as applicable. As a result, you will not know whether you
will receive the contingent monthly coupon until the related determination date. Moreover, because the contingent
monthly coupon is based solely on the determination closing price on a specific determination date or the final share
price, as applicable, if that determination closing price or final share price is less than the downside threshold level,
you will not receive any contingent monthly coupon with respect to that determination date, even if the closing price
of the underlying stock was higher on other days during the term of the securities.

§

You will not receive any contingent monthly coupon for any monthly period where the determination closing price
or the final share price, as applicable, is less than the downside threshold level.  A contingent monthly coupon will
be made with respect to a monthly period only if the determination closing price or final share price is greater than or
equal to the downside threshold level. If the determination closing price or final share price remains below the
downside threshold level on each determination date over the term of the securities, you will not receive any
contingent monthly coupons.

§

Your return on the securities may be lower than the return on a conventional debt security of comparable maturity. 
The return that you will receive on the securities, which could be negative, may be less than the return you could
earn on other investments. Your investment may not reflect the full opportunity cost to you when you take into
account factors that affect the time value of money, such as inflation.

§

Investors will not participate in any appreciation in the price of the underlying stock.  Investors will not participate in
any appreciation in the price of the underlying stock from the initial share price, and the return on the securities will
be limited to the contingent monthly coupon that is paid with respect to each determination date on which the
determination closing price or the final share price, as applicable, is greater than or equal to the downside threshold
level. The payment at maturity will not exceed the principal amount plus the final contingent monthly coupon, if it is
payable. It is possible that the closing price of the underlying stock could be below the downside threshold level on
most or all of the determination dates so that you will receive few or no contingent monthly coupons. If you do not
earn sufficient contingent monthly coupons over the term of the securities, the overall return on the securities may be
less than the amount that would be paid on a conventional debt security of the issuer of comparable maturity.
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§

The automatic early redemption feature may limit the term of your investment to approximately one month. If the
securities are redeemed early, you may not be able to reinvest at comparable terms or returns.  The term of your
investment in the securities may be limited to as short as approximately one month by the automatic early
redemption feature of the securities. If the securities are redeemed prior to maturity, you will receive no more
contingent monthly coupons and may be forced to invest in a lower interest rate environment and may not be able to
reinvest at comparable terms or returns.

§

The market price will be influenced by many unpredictable factors.  Several factors will influence the value of the
securities in the secondary market and the price at which RBCCM may be willing to purchase or sell the securities in
the secondary market. Although we expect that generally the closing price of the underlying stock on any day may
affect the value of the securities more than any other single factor, other factors that may influence the value of the
securities include:

§the trading price and volatility (frequency and magnitude of changes in value) of the underlying stock;
§whether the determination closing price has been below the downside threshold level on any determination date;
§dividend rates on the underlying stock;
§interest and yield rates in the market;

§ the time remaining until the securities
mature;
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Contingent Income Auto-Callable Securities due May 29, 2019
With the Coupon and Payment at Maturity Subject to the Performance of the Common Stock of Netflix, Inc.
Principal at Risk Securities
� incurrence of substantial debt, dilutive issuances of securities or depletion of cash to pay for acquisitions;

� higher than expected acquisition and integration costs;

� difficulty in combining the operations and personnel of any acquired businesses with our operations and
personnel;

16
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� increased amortization expenses;

� impairment of relationships with key suppliers or customers of any acquired businesses due to changes in
management and ownership;

� inability to motivate key employees of any acquired businesses; and

� assumption of known and unknown liabilities
Further, any product candidate that we acquire may require additional development efforts prior to commercial sale,
including extensive clinical testing and approval by the FDA and applicable foreign regulatory authorities. All product
candidates are prone to risks of failure typical of pharmaceutical product development, including the possibility that a
product candidate will not be shown to be sufficiently safe and effective for approval by regulatory authorities.

Our commercial success depends upon us attaining significant market acceptance of our product candidates, if
approved for sale, among physicians, patients, healthcare payors and major operators of cancer and other clinics.

Even if we obtain regulatory approval for our product candidates, the product may not gain market acceptance among
physicians, health care payors, patients and the medical community, which are critical to commercial success. Market
acceptance of any product candidate for which we receive approval depends on a number of factors, including:

� the efficacy and safety as demonstrated in clinical trials;

� the timing of market introduction of such product candidate as well as competitive products;

� the clinical indications for which the drug is approved;

� acceptance by physicians, major operators of cancer clinics and patients of the drug as a safe and effective
treatment;

� the safety of such product candidate seen in a broader patient group, including its use outside the approved
indications;

� the availability, cost and potential advantages of alternative treatments, including less expensive generic
drugs;

� the availability of adequate reimbursement and pricing by third-party payors and government authorities;
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� the relative convenience and ease of administration of CynviloqTM for clinical practices;

� the product labeling or product insert required by the FDA or regulatory authority in other countries;

� the approval, availability, market acceptance and reimbursement for a companion diagnostic, if any;

� the prevalence and severity of adverse side effects; and

� the effectiveness of our sales and marketing efforts.
If any product candidate that we develop does not provide a treatment regimen that is as beneficial as, or is perceived
as being as beneficial as, the current standard of care or otherwise does not provide patient benefit, that product
candidate, if approved for commercial sale by the FDA or other regulatory authorities, likely will not achieve market
acceptance. Our ability to effectively promote and sell any approved products will also depend on pricing and
cost-effectiveness, including our ability to produce a product at a competitive price and our ability to obtain sufficient
third-party coverage or reimbursement. If any product candidate is approved but does not achieve an adequate level of
acceptance by physicians, patients and third-party payors, our ability to generate revenues from that product would be
substantially reduced. In addition, our efforts to educate the medical community and third-party payors on the benefits
of our product candidates may require significant resources, may be constrained by FDA rules and policies on product
promotion, and may never be successful.

17
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If we fail to develop CynviloqTM for additional indications, our commercial opportunity will be limited.

To date, our initial focus has been on the development of CynviloqTM for the treatment of MBC and NSCLC. A key
element of our strategy is to pursue clinical development of CynviloqTM for bladder cancer and ovarian cancer, and
potentially for other indications. Although we believe there is large commercial opportunity for the treatment of MBC
and NSCLC alone, our ability to generate and grow revenues will be highly dependent on our ability to successfully
develop and commercialize CynviloqTM for the treatment of additional indications. The development of CynviloqTM

for additional indications is prone to the risks of failure inherent in drug development and we cannot provide you any
assurance that we will be able to successfully advance any of these programs through the development process. Even
if we receive FDA approval to market CynviloqTM for the treatment of any additional indications, we cannot assure
you that any such indications will be successfully commercialized, widely accepted in the marketplace or more
effective than other commercially available alternatives. If we are unable to successfully develop and commercialize
CynviloqTM for additional indications, our commercial opportunity will be limited and our business prospects will
suffer.

If we cannot compete successfully against other biotechnology and pharmaceutical companies, we may not be
successful in developing and commercializing our technology and our business will suffer.

The biotechnology and pharmaceutical industries are characterized by intense competition and rapid technological
advances, both in the United States and internationally. In addition, the competition in the oncology market is intense.
For example, our late-stage product candidate, CynviloqTM, may compete directly with a marketed product,
Abraxane®, for certain cancer indications. Abraxane® is already approved for MBC, NSCLC and Pancreatic cancer
and approval is being pursued for Melanoma cancer. Even if we are able to develop our proprietary platform
technology and additional antibody libraries, each will compete with a number of existing and future technologies and
product candidates developed, manufactured and marketed by others. Specifically, we will compete against fully
integrated pharmaceutical companies and smaller companies that are collaborating with larger pharmaceutical
companies, academic institutions, government agencies and other public and private research organizations. Many of
these competitors have validated technologies with products already FDA-approved or in various stages of
development. In addition, many of these competitors, either alone or together with their collaborative partners, operate
larger research and development programs and have substantially greater financial resources than we do, as well as
significantly greater experience in:

� developing product candidates and technologies generally;

� undertaking preclinical testing and clinical trials;

� obtaining FDA and other regulatory approvals of product candidates;

� formulating and manufacturing product candidates; and

� launching, marketing and selling product candidates.
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Many of our competitors have substantially greater financial, technical and other resources, such as larger research
and development staff and experienced marketing and manufacturing organizations. Additional mergers and
acquisitions in the biotechnology and pharmaceutical industries may result in even more resources being concentrated
in our competitors. As a result, these companies may obtain regulatory approval more rapidly than we are able and
may be more effective in selling and marketing their products as well. Smaller or early-stage companies or generic
pharmaceutical manufacturers may also prove to be significant competitors, particularly through collaborative
arrangements with large, established companies. Competition may increase further as a result of advances in the
commercial applicability of technologies and greater availability of capital for investment in these industries. Our
competitors may succeed in developing, acquiring or licensing on an exclusive basis drug products that are more
effective or less costly than any drug candidate that we are currently developing or that we may develop. If approved,
our product candidates will face competition from commercially available drugs as well as drugs that are in the
development pipelines of our competitors and later enter the market.
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Established pharmaceutical companies may invest heavily to accelerate discovery and development of novel
compounds or to in-license novel compounds that could make our product candidates less competitive. In addition,
any new product that competes with an approved product must demonstrate compelling advantages in efficacy,
convenience, tolerability and safety in order to overcome price competition and to be commercially successful.
Accordingly, our competitors may succeed in obtaining patent protection, receiving FDA, EMA or other regulatory
approval or discovering, developing and commercializing medicines before we do, which would have a material
adverse impact on our business. If our technologies fail to compete effectively against third party technologies, our
business will be adversely impacted.

We expect that our ability to compete effectively will depend upon our ability to:

� successfully and rapidly complete clinical trials and submit for and obtain all requisite regulatory approvals
in a cost-effective manner;

� maintain a proprietary position for our products and manufacturing processes and other related product
technology;

� attract and retain key personnel;

� develop relationships with physicians prescribing these products; and

� build an adequate sales and marketing infrastructure for our product candidates.
Because we will be competing against significantly larger companies with established track records, we will have to
demonstrate that, based on experience, clinical data, side-effect profiles and other factors, our products, if approved,
are competitive with other products.

If approved, Cynviloq� will face competition from less expensive generic products of competitors and, if we are
unable to differentiate the benefits of Cynviloq� over these less expensive alternatives, we may never generate
meaningful product revenues.

Generic paclitaxel therapies are typically sold at lower prices than branded paclitaxel therapies and are generally
preferred by hospital formularies and managed care providers of health services. We anticipate that, if approved,
Cynviloq� will face increasing competition in the form of generic versions of branded products of competitors that
have lost or will lose their patent exclusivity. For example, Cynviloq�, if approved, will initially face competition from
the less expensive generic forms of paclitaxel that are currently available such as Taxol®, and, in the future, would
face additional competition from a generic form of Abraxane® when the patents covering it begin to expire in
approximately 2022, or earlier if the patents are successfully challenged. If we are unable to demonstrate to physicians
and payers that the key differentiating features of Cynviloq� translate to overall clinical benefit or lower cost of care,
we may not be able to compete with generic alternatives.

Reimbursement may be limited or unavailable in certain market segments for our product candidates, which could
make it difficult for us to sell our products profitably.
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There is significant uncertainty related to the third-party coverage and reimbursement of newly approved drugs. We
intend to seek approval to market our product candidates in the United States, Europe and other selected foreign
jurisdictions. Market acceptance and sales of our product candidates in both domestic and international markets will
depend significantly on the availability of adequate coverage and reimbursement from third-party payors for any of
our product candidates and may be affected by existing and future health care reform measures. Government and other
third-party payors are increasingly attempting to contain healthcare costs by limiting both coverage and the level of
reimbursement for new drugs and, as a result, they may not cover or provide adequate payment for our product
candidates. These payors may conclude that our product candidates are less safe, less effective or less cost-effective
than existing or future introduced products, and third-party payors may not approve our product candidates for
coverage and reimbursement or may cease providing coverage and reimbursement for these product candidates.
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Obtaining coverage and reimbursement approval for a product from a government or other third-party payor is a time
consuming and costly process that could require us to provide to the payor supporting scientific, clinical and
cost-effectiveness data for the use of our products. We may not be able to provide data sufficient to gain acceptance
with respect to coverage and reimbursement. If reimbursement of our future products is unavailable or limited in
scope or amount, or if pricing is set at unsatisfactory levels, we may be unable to achieve or sustain profitability.

In some foreign countries, particularly in the European Union, the pricing of prescription pharmaceuticals is subject to
governmental control. In these countries, pricing negotiations with governmental authorities can take considerable
time after the receipt of marketing approval for a product candidate. To obtain reimbursement or pricing approval in
some countries, we may be required to conduct additional clinical trials that compare the cost-effectiveness of our
product candidates to other available therapies. If reimbursement of our product candidates is unavailable or limited in
scope or amount in a particular country, or if pricing is set at unsatisfactory levels, we may be unable to achieve or
sustain profitability of our products in such country.

Healthcare reform measures could hinder or prevent our product candidates� commercial success.

In both the United States and certain foreign jurisdictions, there have been and we expect there will continue to be a
number of legislative and regulatory changes to the health care system that could impact our ability to sell our
products profitably. The United States government and other governments have shown significant interest in pursuing
healthcare reform. In particular, the Medicare Modernization Act of 2003 revised the payment methodology for many
products under the Medicare program in the United States. This has resulted in lower rates of reimbursement. In 2010,
the Patient Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act,
collectively, the Healthcare Reform Law, was enacted. The Healthcare Reform Law substantially changes the way
healthcare is financed by both governmental and private insurers. Such government-adopted reform measures may
adversely impact the pricing of healthcare products and services in the United States or internationally and the amount
of reimbursement available from governmental agencies or other third-party payors.

There have been, and likely will continue to be, legislative and regulatory proposals at the federal and state levels
directed at broadening the availability of healthcare and containing or lowering the cost of healthcare. We cannot
predict the initiatives that may be adopted in the future. The continuing efforts of the government, insurance
companies, managed care organizations and other payors of healthcare services to contain or reduce costs of
healthcare may adversely affect the demand for any drug products for which we may obtain regulatory approval, as
well as our ability to set satisfactory prices for our products, to generate revenues, and to achieve and maintain
profitability.

Certain of our potential product candidates are in early stages of development and any product candidates that we
develop will require extensive preclinical and clinical testing before they are approved by the appropriate
regulatory agency, if at all.

The FDA regulates, among other things, the development, testing, manufacture, safety, efficacy, record-keeping,
labeling, storage, approval, advertising, promotion, sale and distribution of biopharmaceutical products. We are in the
early stages of developing potential product candidates, and any candidates that we develop will require extensive
preclinical and clinical testing before they will be approved by the FDA or another regulatory authority in a
jurisdiction outside the Unites States, if at all. We have not yet developed any product candidate; if we were to do so
there are a number of requirements that we would be required to satisfy in order to begin conducting preclinical trials
and there can be no assurance that we will develop product candidates or complete the steps necessary to allow us to
commence these trials. We cannot predict with any certainty the results of preclinical testing or whether such trials
would yield sufficient data to permit us, or those with whom we collaborate, to proceed with clinical development and
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whether such applications would be approved by the
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appropriate regulatory agency. Further, our product candidates may not receive regulatory approval even if they are
successful in clinical trials. If we do not receive regulatory approvals for our product candidates, we may not be able
to continue our operations.

Failure to successfully validate, develop and obtain regulatory approval for companion diagnostics could harm our
long-term drug development strategy.

As one of the key elements of our clinical development strategy, we seek to identify patients within a disease category
or indication who may derive selective and meaningful benefit from the product candidates we are developing. In
collaboration with partners, we plan to develop companion diagnostics to help us to more accurately identify patients
within a particular category or indication, both during our clinical trials and in connection with the commercialization
of certain of our product candidates. Companion diagnostics are subject to regulation by the FDA and comparable
foreign regulatory authorities as medical devices and require separate regulatory approval prior to commercialization.
We do not develop companion diagnostics internally and thus we are dependent on the sustained cooperation and
effort of our third-party collaborators in developing and obtaining approval for these companion diagnostics. We and
our collaborators may encounter difficulties in developing and obtaining approval for the companion diagnostics,
including issues relating to selectivity/specificity, analytical validation, reproducibility, or clinical validation. Any
delay or failure by our collaborators to develop or obtain regulatory approval of the companion diagnostics could
delay or prevent approval of our product candidates. In addition, our collaborators may encounter production
difficulties that could constrain the supply of the companion diagnostics, and both they and we may have difficulties
gaining acceptance of the use of the companion diagnostics in the clinical community. If such companion diagnostics
fail to gain market acceptance, it would have an adverse effect on our ability to derive revenues from sales of our
products. In addition, the diagnostic company with whom we contract may decide to discontinue selling or
manufacturing the companion diagnostic that we anticipate using in connection with development and
commercialization of our product candidates or our relationship with such diagnostic company may otherwise
terminate. We may not be able to enter into arrangements with another diagnostic company to obtain supplies of an
alternative diagnostic test for use in connection with the development and commercialization of our product
candidates or do so on commercially reasonable terms, which could adversely affect and/or delay the development or
commercialization of our product candidates.

Our product development efforts may not be successful.

Our product development efforts for our FIC therapeutic antibodies, AfDC and rIVIG technologies are designed to
focus on novel therapeutic approaches and technologies that have not been widely studied. We are applying these
approaches and technologies in our attempt to discover new treatments for conditions that are also the subject of
research and development efforts of many other companies. These approaches and technologies may never be
successful.

Our failure to find third party collaborators to assist or share in the costs of product development could materially
harm our business, financial condition and results of operations.

Our strategy for the development and commercialization of our proprietary product candidates may include the
formation of collaborative arrangements with third parties. Potential third parties include biopharmaceutical,
pharmaceutical and biotechnology companies, academic institutions and other entities. Third-party collaborators may
assist us in:
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� funding research, preclinical development, clinical trials and manufacturing;

� seeking and obtaining regulatory approvals; and

� successfully commercializing any future product candidates.
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If we are not able to establish further collaboration agreements, we may be required to undertake product development
and commercialization at our own expense. Such an undertaking may limit the number of product candidates that we
will be able to develop, significantly increase our capital requirements and place additional strain on our internal
resources. Our failure to enter into additional collaborations could materially harm our business, financial condition
and results of operations.

In addition, our dependence on licensing, collaboration and other agreements with third parties may subject us to a
number of risks. These agreements may not be on terms that prove favorable to us and may require us to relinquish
certain rights in our product candidates. To the extent we agree to work exclusively with one collaborator in a given
area, our opportunities to collaborate with other entities could be curtailed. Lengthy negotiations with potential new
collaborators may lead to delays in the research, development or commercialization of product candidates. The
decision by our collaborators to pursue alternative technologies or the failure of our collaborators to develop or
commercialize successfully any product candidate to which they have obtained rights from us could materially harm
our business, financial condition and results of operations.

Adverse economic conditions may have material adverse consequences on our business, results of operations and
financial condition.

Unpredictable and unstable changes in economic conditions, including recession, inflation, increased government
intervention, or other changes, may adversely affect our general business strategy. We rely upon our ability to
generate additional sources of liquidity and we may need to raise additional funds through public or private debt or
equity financings in order to fund existing operations or to take advantage of opportunities, including acquisitions of
complementary businesses or technologies. Any adverse event would have a material adverse impact on our business,
results of operations and financial condition.

Occasionally, we expect to rely on third parties to gain access to certain antigens.

We expect to gain access to certain antigens through contractual arrangements with leading academic researchers,
through companies involved in supplying antigens, by isolating them ourselves, or from publicly available sources. In
the event we are unable to access antigens in sufficient quantities, or at all, we may not be able to perform antibody
discovery activities for certain antigens, which may have an adverse impact on our business and financial condition.

Because our development activities are expected to rely heavily on sensitive and personal information, an area
which is highly regulated by privacy laws, we may not be able to generate, maintain or access essential patient
samples or data to continue our research and development efforts in the future on reasonable terms and
conditions, which may adversely affect our business.

We may have access to very sensitive data regarding patients whose tissue samples are used in our studies. This data
will contain information that is personal in nature. The maintenance of this data is subject to certain privacy-related
laws, which impose upon us administrative and financial burdens, and litigation risks. For instance, the rules
promulgated by the Department of Health and Human Services under the Health Insurance Portability and
Accountability Act, or HIPAA, create national standards to protect patients� medical records and other personal
information in the U.S. These rules require that healthcare providers and other covered entities obtain written
authorizations from patients prior to disclosing protected health care information of the patient to companies. If the
patient fails to execute an authorization or the authorization fails to contain all required provisions, then we will not be
allowed access to the patient�s information and our research efforts can be substantially delayed. Furthermore, use of
protected health information that is provided to us pursuant to a valid patient authorization is subject to the limits set
forth in the authorization (i.e., for use in research and in submissions to regulatory authorities for product approvals).
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protect individually identifiable health information we receive from covered entities, and to ensure such information is
used only as authorized by the
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patient. Any violations of these rules by us could subject us to civil and criminal penalties and adverse publicity, and
could harm our ability to initiate and complete clinical studies required to support regulatory applications for our
proposed products. In addition, HIPAA does not replace federal, state, or other laws that may grant individuals even
greater privacy protections. We can provide no assurance that future legislation will not prevent us from generating or
maintaining personal data or that patients will consent to the use of their personal information, either of which may
prevent us from undertaking or publishing essential research. These burdens or risks may prove too great for us to
reasonably bear, and may adversely affect our ability to achieve profitability or maintain profitably in the future.

Our therapeutic product candidates for which we intend to seek approval as biological products may face
competition sooner than expected.

With the enactment of the Biologics Price Competition and Innovation Act of 2009, or BPCIA, as part of the Health
Care Reform Law, an abbreviated pathway for the approval of biosimilar and interchangeable biological products was
created. The new abbreviated regulatory pathway establishes legal authority for the FDA to review and approve
biosimilar biologics, including the possible designation of a biosimilar as �interchangeable.� The FDA defines an
interchangeable biosimilar as a product that, in terms of safety or diminished efficacy, presents no greater risk when
switching between the biosimilar and its reference product than the risk of using the reference product alone. Under
the BPCIA, an application for a biosimilar product cannot be submitted to the FDA until four years, or approved by
the FDA until 12 years, after the original brand product identified as the reference product was approved under a
BLA. The new law is complex and is only beginning to be interpreted by the FDA. As a result, its ultimate impact,
implementation and meaning are subject to uncertainty. While it is uncertain when any such processes may be fully
adopted by the FDA, any such processes could have a material adverse effect on the future commercial prospects for
our biological products.

We believe that if any of our product candidates were to be approved as biological products under a BLA, such
approved products should qualify for the 12-year period of exclusivity. However, there is a risk that the U.S. Congress
could amend the BPCIA to significantly shorten this exclusivity period as proposed by President Obama, potentially
creating the opportunity for generic competition sooner than anticipated. Moreover, the extent to which a biosimilar,
once approved, will be substituted for any one of our reference products in a way that is similar to traditional generic
substitution for non-biological products is not yet clear, and will depend on a number of marketplace and regulatory
factors that are still developing. In addition, a competitor could decide to forego the biosimilar route and submit a full
BLA after completing its own preclinical studies and clinical trials. In such cases, any exclusivity to which we may be
eligible under the BPCIA would not prevent the competitor from marketing its product as soon as it is approved.

We may be exposed to liability claims associated with the use of hazardous materials and chemicals.

Our research and development activities may involve the controlled use of hazardous materials and chemicals.
Although we believe that our safety procedures for using, storing, handling and disposing of these materials comply
with federal, state and local laws and regulations, we cannot completely eliminate the risk of accidental injury or
contamination from these materials. In the event of such an accident, we could be held liable for any resulting
damages and any liability could materially adversely affect our business, financial condition and results of operations.
We do not currently maintain hazardous materials insurance coverage. In addition, the federal, state and local laws and
regulations governing the use, manufacture, storage, handling and disposal of hazardous or radioactive materials and
waste products may require us to incur substantial compliance costs that could materially harm our business.

If we are unable to retain and recruit qualified scientists and advisors, or if any of our key executives, key
employees or key consultants discontinues his or her employment or consulting relationship with us, it may delay
our development efforts or otherwise harm our business.
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businesses, particularly in the San Diego, California area. Our industry has experienced a high rate of turnover of
management personnel in recent years. If we are not able to attract, retain and motivate necessary personnel to
accomplish our business objectives, we may experience constraints that will significantly impede the successful
development of any product candidates, our ability to raise additional capital and our ability to implement our overall
business strategy.

We are highly dependent on key members of our management and scientific staff, especially Henry Ji, Ph.D, our
Chief Executive Officer and President, Vuong Trieu, Ph.D., our Chief Scientific Officer, George Uy, our Chief
Commercial Officer and Richard Vincent, our Chief Financial Officer. Our success also depends on our ability to
continue to attract, retain and motivate highly skilled junior, mid-level, and senior managers as well as junior,
mid-level, and senior scientific and medical personnel. The loss of any of our executive officers, key employees or
key consultants and our inability to find suitable replacements could impede the achievement of our research and
development objectives, potentially harm our business, financial condition and prospects. Furthermore, recruiting and
retaining qualified scientific personnel to perform research and development work in the future is critical to our
success. We may be unable to attract and retain personnel on acceptable terms given the competition among
biotechnology, biopharmaceutical and health care companies, universities and non-profit research institutions for
experienced scientists. Certain of our current officers, directors, scientific advisors and/or consultants or certain of the
officers, directors, scientific advisors and/or consultants hereafter appointed may from time to time serve as officers,
directors, scientific advisors and/or consultants of other biopharmaceutical or biotechnology companies. We do not
maintain �key man� insurance policies on any of our officers or employees. All of our employees are employed �at will�
and, therefore, each employee may leave our employment at any time.

We may not be able to attract or retain qualified management and scientific personnel in the future due to the intense
competition for a limited number of qualified personnel among biopharmaceutical, biotechnology, pharmaceutical and
other businesses. Many of the other pharmaceutical companies that we compete against for qualified personnel have
greater financial and other resources, different risk profiles and a longer history in the industry than we do. They also
may provide more diverse opportunities and better chances for career advancement. Some of these characteristics may
be more appealing to high quality candidates than what we have to offer. If we are unable to continue to attract and
retain high quality personnel, the rate and success at which we can develop and commercialize product candidates will
be limited.

We plan to grant stock options or other forms of equity awards in the future as a method of attracting and retaining
employees, motivating performance and aligning the interests of employees with those of our stockholders. If we are
unable to implement and maintain equity compensation arrangements that provide sufficient incentives, we may be
unable to retain our existing employees and attract additional qualified candidates. If we are unable to retain our
existing employees, including qualified scientific personnel, and attract additional qualified candidates, our business
and results of operations could be adversely affected.

Our employees may engage in misconduct or other improper activities, including noncompliance with regulatory
standards and requirements, which could have a material adverse effect on our business.

We are exposed to the risk of employee fraud or other misconduct. Misconduct by employees could include
intentional failures to comply with FDA regulations, provide accurate information to the FDA, comply with
manufacturing standards we have established, comply with federal and state health-care fraud and abuse laws and
regulations, report financial information or data accurately or disclose unauthorized activities to us. In particular,
sales, marketing and business arrangements in the healthcare industry are subject to extensive laws and regulations
intended to prevent fraud, kickbacks, self-dealing and other abusive practices. These laws and regulations may restrict
or prohibit a wide range of pricing, discounting, marketing and promotion, sales commission, customer incentive
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obtained in the course of clinical trials, which could result in regulatory sanctions and serious harm to our reputation.
We have adopted a Code of Business Conduct and Ethics, but it is
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not always possible to identify and deter employee misconduct, and the precautions we take to detect and prevent this
activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting us from
governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws
or regulations. If any such actions are instituted against us, and we are not successful in defending ourselves or
asserting our rights, those actions could have a significant impact on our business and results of operations, including
the imposition of significant fines or other sanctions.

We may be subject, directly or indirectly, to federal and state healthcare fraud and abuse laws, false claims laws
and health information privacy and security laws. If we are unable to comply, or have not fully complied, with such
laws, we could face substantial penalties.

If we obtain FDA approval for any of our product candidates and begin commercializing those products in the United
States, our operations may be directly, or indirectly through our customers, subject to various federal and state fraud
and abuse laws, including, without limitation, the federal Anti-Kickback Statute and the federal False Claims Act.
These laws may impact, among other things, our proposed sales, marketing and education programs. In addition, we
may be subject to patient privacy regulation by both the federal government and the states in which we conduct our
business. The laws that may affect our ability to operate include:

� the federal Anti-Kickback Statute, which prohibits, among other things, persons from knowingly and
willfully soliciting, receiving, offering or paying remuneration, directly or indirectly, to induce, or in return
for, the purchase or recommendation of an item or service reimbursable under a federal healthcare program,
such as the Medicare and Medicaid programs;

� federal civil and criminal false claims laws and civil monetary penalty laws, which prohibit, among other
things, individuals or entities from knowingly presenting, or causing to be presented, claims for payment
from Medicare, Medicaid, or other third-party payers that are false or fraudulent;

� the federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which created new
federal criminal statutes that prohibit executing a scheme to defraud any healthcare benefit program and
making false statements relating to healthcare matters;

� HIPAA, as amended by the Health Information Technology and Clinical Health Act, or HITECH, and its
implementing regulations, which imposes certain requirements relating to the privacy, security and
transmission of individually identifiable health information; and

� state law equivalents of each of the above federal laws, such as anti-kickback and false claims laws which
may apply to items or services reimbursed by any third-party payer, including commercial insurers, and state
laws governing the privacy and security of health information in certain circumstances, many of which differ
from each other in significant ways and may not have the same effect, thus complicating compliance efforts.

If our operations are found to be in violation of any of the laws described above or any other governmental regulations
that apply to us, we may be subject to penalties, including civil and criminal penalties, damages, fines and the
curtailment or restructuring of our operations, any of which could adversely affect our ability to operate our business
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If product liability lawsuits are brought against us, we may incur substantial liabilities and may be required to limit
commercialization of our product candidates.

We face an inherent risk of product liability as a result of the clinical testing of our product candidates and will face an
even greater risk if we commercialize any products. For example, we may be sued if any product we develop allegedly
causes injury or is found to be otherwise unsuitable during product testing, manufacturing, marketing or sale. Any
such product liability claims may include allegations of defects in manufacturing, defects in design, a failure to warn
of dangers inherent in the product, negligence, strict liability, and a breach of
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warranties. Claims could also be asserted under state consumer protection acts. If we cannot successfully defend
ourselves against product liability claims, we may incur substantial liabilities or be required to limit
commercialization of our product candidates, if approved. Even successful defense would require significant financial
and management resources. Regardless of the merits or eventual outcome, liability claims may result in:

� decreased demand for our product candidates or products that we may develop;

� injury to our reputation;

� withdrawal of clinical trial participants;

� initiation of investigations by regulators;

� costs to defend the related litigation;

� a diversion of management�s time and our resources;

� substantial monetary awards to trial participants or patients;

� product recalls, withdrawals or labeling, marketing or promotional restrictions;

� loss of revenues from product sales; and

� the inability to commercialize our product candidates.
Our inability to obtain and retain sufficient product liability insurance at an acceptable cost to protect against potential
product liability claims could prevent or inhibit the commercialization of products we develop.

We will need to increase the size of our company and may not effectively manage our growth.

Our success will depend upon growing our business and our employee base. Over the next 12 months, we plan to add
additional employees to assist us with research and development. Our future growth, if any, may cause a significant
strain on our management, and our operational, financial and other resources. Our ability to manage our growth
effectively will require us to implement and improve our operational, financial and management systems and to
expand, train, manage and motivate our employees. These demands may require the hiring of additional management
personnel and the development of additional expertise by management. Any increase in resources devoted to research
and product development without a corresponding increase in our operational, financial and management systems
could have a material adverse effect on our business, financial condition, and results of operations.
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Any disruption in our research and development facilities could adversely affect our business, financial condition
and results of operations.

Our principal executive offices, which house our research and development programs, are located in San Diego,
California. Our facilities may be affected by natural or man-made disasters. Earthquakes are of particular significance
since our facilities are located in an earthquake-prone area. We are also vulnerable to damage from other types of
disasters, including power loss, attacks from extremist organizations, fire, floods and similar events. In the event that
our facilities were affected by a natural or man-made disaster, we may be forced to curtail our operations and/or rely
on third-parties to perform some or all of our research and development activities. Although we believe we possess
adequate insurance for damage to our property and the disruption of our business from casualties, such insurance may
not be sufficient to cover all of our potential losses and may not continue to be available to us on acceptable terms, or
at all. In the future, we may choose to expand our operations in either our existing facilities or in new facilities. If we
expand our worldwide manufacturing locations, there can be no assurance that this expansion will occur without
implementation difficulties, or at all.

International operations may expose us to foreign currency exchange rate fluctuations for all foreign currencies in
which we do business and we may be materially adversely affected by these fluctuations.

We formed Sorrento Hong Kong effective December 4, 2012. Sorrento Hong Kong had no operations in 2012. In the
event Sorrento Hong Kong becomes operational, we may have an international subsidiary that
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operates in a foreign currency which would expose us to foreign currency exchange rate fluctuations. We intend to
hedge any foreign currency risks associated with potential transactions by entering into forward contracts. Although
we may enter into such forward contracts, they may not be adequate to eliminate the risk of foreign currency exchange
rate exposures. International operations may also expose us to currency fluctuations as we translate the financial
statements of our international subsidiary to U.S. Dollars.

Our business and operations would suffer in the event of system failures.

Despite the implementation of security measures, our internal computer systems and those of our CROs and other
contractors and consultants are vulnerable to damage from computer viruses, unauthorized access, natural disasters,
terrorism, war and telecommunication and electrical failures. While we have not experienced any such system failure,
accident or security breach to date, if such an event were to occur and cause interruptions in our operations, it could
result in a material disruption of our drug development programs. For example, the loss of clinical trial data from
completed or ongoing or planned clinical trials could result in delays in our regulatory approval efforts and
significantly increase our costs to recover or reproduce the data. To the extent that any disruption or security breach
was to result in a loss of or damage to our data or applications, or inappropriate disclosure of confidential or
proprietary information, we could incur liability and the further development of our product candidates could be
delayed.

If we acquire companies or technologies in the future, they could prove difficult to integrate, disrupt our business,
dilute stockholder value, and adversely affect our operating results and the value of our common stock.

As part of our business strategy, we may acquire, enter into joint ventures with, or make investments in
complementary or synergistic companies, services, and technologies in the future. Acquisitions and investments
involve numerous risks, including:

� difficulties in identifying and acquiring products, technologies, or businesses that will help our business;

� difficulties in integrating operations, technologies, services, and personnel;

� diversion of financial and managerial resources from existing operations;

� the risk of entering new development activities and markets in which we have little to no experience;

� risks related to the assumption of known and unknown liabilities; and

� risks related to our ability to raise sufficient capital to fund additional operating activities.
As a result, if we fail to properly evaluate acquisitions or investments, we may not achieve the anticipated benefits of
any such acquisitions, we may incur costs in excess of what we anticipate, and management resources and attention
may be diverted from other necessary or valuable activities.
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The terms of our secured debt facility require us to meet certain operating and financial covenants and place
restrictions on our operating and financial flexibility. If we raise additional capital through debt financing, the
terms of any new debt could further restrict our ability to operate our business.

We have a $5.0 million loan and security agreement with Oxford Finance LLC and Silicon Valley Bank that is
secured by a lien covering substantially all of our assets, excluding intellectual property. As of September 30, 2013,
the outstanding principal balance of the Oxford Finance LLC and Silicon Valley Bank loan was $5.0 million. The loan
agreement contains customary affirmative and negative covenants and events of default. The affirmative covenants
include, among others, covenants requiring us to maintain our legal existence and governmental approvals, deliver
certain financial reports and maintain insurance coverage. The negative covenants include, among others, restrictions
on transferring collateral, changing our business, incurring
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additional indebtedness, engaging in mergers or acquisitions, paying dividends or making other distributions, making
investments and creating other liens on our assets, in each case subject to customary exceptions. If we default under
the loan agreement, the lenders may accelerate all of our repayment obligations and take control of our pledged assets,
potentially requiring us to renegotiate our agreement on terms less favorable to us or to immediately cease operations.
Further, if we are liquidated, the lender�s right to repayment would be senior to the rights of the holders of our common
stock to receive any proceeds from the liquidation. The lenders could declare a default upon the occurrence of any
event that they interpret as a material adverse change as defined under the loan agreement, thereby requiring us to
repay the loan immediately or to attempt to reverse the declaration of default through negotiation or litigation. Any
declaration by the lenders of an event of default could significantly harm our business and prospects and could cause
the price of our common stock to decline. If we raise any additional debt financing, the terms of such additional debt
could further restrict our operating and financial flexibility.

Risks Related to the Acquisitions of IgDraSol and Sherrington.

We may fail to realize the anticipated benefits of the acquisitions of Sherrington, IgDraSol and IgDraSol
Transactions.

The success of the acquisitions of Sherrington, IgDraSol and IgDraSol Transactions will depend on, among other
things, our ability to combine our business with Sherrington and IgDraSol in a manner that does not materially disrupt
existing relationships and that allows us to achieve development and operational synergies. If we are unable to achieve
these objectives, the anticipated benefits of the acquisition may not be realized fully or at all or may take longer to
realize than expected. In particular, the acquisition may not be accretive to our stock value or development pipeline in
the near or long term.

It is possible that the integration process could result in the loss of key employees; the disruption of our ongoing
business or the ongoing business of IgDraSol; or inconsistencies in standards, controls, procedures, or policies that
could adversely affect our ability to maintain relationships with third parties and employees or to achieve the
anticipated benefits of the acquisition. Integration efforts between the two companies will also divert management�s
attention from our core business and other opportunities that could have been beneficial to our shareholders. An
inability to realize the full extent of, or any of, the anticipated benefits of the acquisition, as well as any delays
encountered in the integration process, could have an adverse effect on our business and results of operations, which
may affect the value of the shares of our common stock after the completion of the acquisition. If we are unable to
achieve these objectives, the anticipated benefits of the acquisition may not be realized fully or at all or may take
longer to realize than expected. In particular, the acquisition may not be accretive to our stock value or development
pipeline in the near or long term.

We expect to incur significant additional costs in connection with the acquisition of IgDraSol and the IgDraSol
Transactions and integrating the companies into a single business.

During the first half of 2013, we incurred significant legal and professional fees in connection with the IgDraSol
acquisition. We expect to incur additional costs integrating the companies� operations, higher development and
regulatory costs, and personnel, which cannot be estimated accurately at this time. If the total costs of the integration
of the two companies and advancement of the Cynviloq� assets exceed the anticipated benefits of the acquisition, our
financial results could be adversely affected.

Risks Related to Our Intellectual Property
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Our ability to protect our intellectual property rights will be critically important to the success of our business, and
we may not be able to protect these rights in the U.S. or abroad.

Our success, competitive position and future revenues will depend in part on our ability to obtain and maintain patent
protection for our product candidates, methods, processes and other technologies, to prevent third
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parties from infringing on our proprietary rights and to operate without infringing upon the proprietary rights of third
parties. We will be able to protect our proprietary rights from unauthorized use by third parties only to the extent that
our proprietary rights are covered by valid and enforceable patents or are effectively maintained as trade secrets. We
attempt to protect our proprietary position by maintaining trade secrets and by filing U.S. and foreign patent
applications related to our proprietary technology, inventions and improvements that are important to the development
of our business. We have one issued U.S. patent covering our G-MAB® which expires in 2022 and the examination of
its European equivalent is currently in progress. In 2011, several improvement patent applications were filed for our
proprietary antibody library technology. However, due to the difficulties of enforcing such antibody library
technology, we filed a key patent application in the U.S. only and requested nonpublication. We have commenced
generating a patent application portfolio of patents to protect each product candidate in our pipeline. However, the
patent position of biopharmaceutical companies involves complex legal and factual questions, and therefore we cannot
predict with certainty whether any patent applications that we have filed or that we may file in the future will be
approved or any resulting patents will be enforced. In addition, third parties may challenge, seek to invalidate or
circumvent any of our patents, once they are issued. Thus, any patents that we own or license from third parties may
not provide any protection against competitors. Any patent applications that we have filed or that we may file in the
future, or those we may license from third parties, may not result in patents being issued. Also, patent rights may not
provide us with adequate proprietary protection or competitive advantages against competitors with similar
technologies. In 2012, one issued patent for a formulation of highly insoluble drugs related to Tocosol® expired for
failure to pay maintenance fees.

Third party competitors may seek to challenge the validity of our patents, thereby rendering them unenforceable or we
may seek to challenge third party competitor patents if such third parties seek to interpret or enforce a claim scope
going well beyond the actual enabled invention.

In addition, the laws of certain foreign countries do not protect our intellectual property rights to the same extent as do
the laws of the U.S. If we fail to apply for intellectual property protection or if we cannot adequately protect our
intellectual property rights in these foreign countries, our competitors may be able to compete more effectively against
us, which could adversely affect our competitive position, as well as our business, financial condition and results of
operations.

If any of our trade secrets, know-how or other proprietary information is disclosed, the value of our trade secrets,
know-how and other proprietary rights would be significantly impaired and our business and competitive position
would suffer.

Our success also depends upon the skills, knowledge and experience of our scientific and technical personnel and our
consultants and advisors, as well as our licensors. To help protect our proprietary know-how and our inventions for
which patents may be unobtainable or difficult to obtain, we rely on trade secret protection and confidentiality
agreements. Unlike some of our competitors, we maintain our proprietary libraries for ourselves as we believe they
have proven to be superior in obtaining strong binder product candidates. To this end, we require all of our employees,
consultants, advisors and contractors to enter into agreements which prohibit the disclosure of confidential
information and, where applicable, require disclosure and assignment to us of the ideas, developments, discoveries
and inventions important to our business. These agreements may not provide adequate protection for our trade secrets,
know-how or other proprietary information in the event of any unauthorized use or disclosure or the lawful
development by others of such information. If any of our trade secrets, know-how or other proprietary information is
disclosed, the value of our trade secrets, know-how and other proprietary rights would be significantly impaired and
our business and competitive position would suffer.
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Claims that we infringe upon the rights of third parties may give rise to costly and lengthy litigation, and we could
be prevented from selling products, forced to pay damages, and defend against litigation.

Third parties may assert patent or other intellectual property infringement claims against us or our strategic partners or
licensees with respect to our technologies and potential product candidates. If our products, methods,

29

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

Table of Contents 38



Table of Contents

processes and other technologies infringe upon the proprietary rights of other parties, we could incur substantial costs
and we may have to:

� obtain licenses, which may not be available on commercially reasonable terms, if at all, and may be
non-exclusive, thereby giving our competitors access to the same intellectual property licensed to us;

� redesign our products or processes to avoid infringement;

� stop using the subject matter validly claimed in the patents held by others;

� pay damages; and

� defend litigation or administrative proceedings which may be costly whether we win or lose, and which
could result in a substantial diversion of our valuable management resources.

Even if we were to prevail, any litigation could be costly and time-consuming and would divert the attention of our
management and key personnel from our business operations. Furthermore, as a result of a patent infringement suit
brought against us or our strategic partners or licensees, we or our strategic partners or licensees may be forced to stop
or delay developing, manufacturing or selling technologies or potential products that are claimed to infringe a third
party�s intellectual property unless that party grants us or our strategic partners� or licensees� rights to use its intellectual
property. Ultimately, we may be unable to develop some of our technologies or potential products or may have to
discontinue development of a product candidate or cease some of our business operations as a result of patent
infringement claims, which could severely harm our business.

Our position as a relatively small company may cause us to be at a significant disadvantage in defending our
intellectual property rights and in defending against infringement claims by third parties.

Litigation relating to the ownership and use of intellectual property is expensive, and our position as a relatively small
company in an industry dominated by very large companies may cause us to be at a significant disadvantage in
defending our intellectual property rights and in defending against claims that our technology infringes or
misappropriates third party intellectual property rights. However, we may seek to use various post-grant
administrative proceedings, including new procedures created under the America Invents Act, to invalidate potentially
overly-broad third party rights. Even if we are able to defend our position, the cost of doing so may adversely affect
our ability to grow, generate revenue or become profitable. Although we have not yet experienced patent litigation, we
may in the future be subject to such litigation and may not be able to protect our intellectual property at a reasonable
cost, or at all, if such litigation is initiated. The outcome of litigation is always uncertain, and in some cases could
include judgments against us that require us to pay damages, enjoin us from certain activities or otherwise affect our
legal or contractual rights, which could have a significant adverse effect on our business.

Third-party claims of intellectual property infringement may prevent or delay our drug discovery and development
efforts.
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Our commercial success depends in part on our avoiding infringement of the patents and proprietary rights of third
parties. There is a substantial amount of litigation involving patent and other intellectual property rights in the
biotechnology and pharmaceutical industries, including Patent Office administrative proceedings, such as inter parties
reviews, and reexamination proceedings before the U.S. PTO or oppositions and revocations and other comparable
proceedings in foreign jurisdictions. Numerous United States and foreign issued patents and pending patent
applications, which are owned by third parties, exist in the fields in which we are developing product candidates. As
the biotechnology and pharmaceutical industries expand and more patents are issued, the risk increases that our
product candidates may give rise to claims of infringement of the patent rights of others.

Despite safe harbor provisions, third parties may assert that we are employing their proprietary technology without
authorization. There may be third-party patents, of which we are currently unaware, with claims to
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materials, formulations, methods of doing research or library screening, methods of manufacture or methods for
treatment related to the use or manufacture of our product candidates. Because patent applications can take many
years to issue, there may be currently pending patent published applications which may later result in issued patents
that our product candidates may infringe. In addition, third parties may obtain patents in the future and claim that use
of our technologies infringes upon these patents. If any third-party patents were held by a court of competent
jurisdiction to cover the manufacturing process of any of our product candidates, any molecules formed during the
manufacturing process or any final product itself, the holders of any such patents may be able to block our ability to
commercialize such product candidate unless we obtain a license under the applicable patents, or until such patents
expire or they are finally determined to be held invalid or unenforceable. Similarly, if any third-party patent were held
by a court of competent jurisdiction to cover aspects of our formulations, processes for manufacture or methods of
use, including combination therapy or patient selection methods, the holders of any such patent may be able to block
our ability to develop and commercialize the applicable product candidate unless we obtain a license, limit our uses,
or until such patent expires or is finally determined to be held invalid or unenforceable. In either case, such a license
may not be available on commercially reasonable terms or at all.

Parties making claims against us may obtain injunctive or other equitable relief, which could effectively block our
ability to further develop and commercialize one or more of our product candidates. Defense of these claims,
regardless of their merit, would involve substantial litigation expense and would be a substantial diversion of
employee resources from our business. In the event of a successful claim of infringement against us, we may have to
pay substantial damages, including treble damages and attorneys� fees for willful infringement, obtain one or more
licenses from third parties, limit our uses, pay royalties or redesign our infringing product candidates, which may be
impossible or require substantial time and monetary expenditure. We cannot predict whether any such license would
be available at all or whether it would be available on commercially reasonable terms. Furthermore, even in the
absence of litigation, we may need to obtain licenses from third parties to advance our research or allow
commercialization of our product candidates. We may fail to obtain any of these licenses at a reasonable cost or on
reasonable terms, if at all. In that event, we would be unable to further develop and commercialize one or more of our
product candidates, which could harm our business significantly.

We may not be able to protect our intellectual property rights throughout the world.

Filing, prosecuting and defending patents on all of our product candidates throughout the world would be
prohibitively expensive. Competitors may use our technologies in jurisdictions where we have not obtained patent
protection to develop their own products and further, may export otherwise infringing products to territories where we
have patent protection, but enforcement is not as strong as that in the United States. These products may compete with
our products in jurisdictions where we do not have any issued patents and our patent claims or other intellectual
property rights may not be effective or sufficient to prevent them from so competing.

Many companies have encountered significant problems in protecting and defending intellectual property rights in
foreign jurisdictions. The legal systems of certain countries, particularly certain developing countries, do not favor the
enforcement of patents and other intellectual property protection, particularly those relating to biopharmaceuticals,
which could make it difficult for us to stop the infringement of our patents or marketing of competing products in
violation of our proprietary rights generally. Proceedings to enforce our patent rights in foreign jurisdictions could
result in substantial cost and divert our efforts and attention from other aspects of our business.

Confidentiality agreements with employees and others may not adequately prevent disclosure of our trade secrets
and other proprietary information and may not adequately protect our intellectual property, which could limit our
ability to compete.
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on trade secret protection in order to protect our proprietary trade secrets and unpatented know-how.
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However, trade secrets are difficult to protect, and we cannot be certain that others will not develop the same or
similar technologies on their own. We have taken steps, including entering into confidentiality agreements with our
employees, consultants, outside scientific collaborators, sponsored researchers and other advisors, to protect our trade
secrets and unpatented know-how. These agreements generally require that the other party keep confidential and not
disclose to third parties all confidential information developed by the party or made known to the party by us during
the course of the party�s relationship with us. We also typically obtain agreements from these parties which provide
that inventions conceived by the party in the course of rendering services to us will be our exclusive property.
However, these agreements may not be honored and may not effectively assign intellectual property rights to us.
Enforcing a claim that a party illegally obtained and is using our trade secrets or know-how is difficult, expensive and
time consuming, and the outcome is unpredictable. In addition, courts outside the United States may be less willing to
protect trade secrets or know-how. The failure to obtain or maintain trade secret protection could adversely affect our
competitive position.

If we breach any of the agreements under which we license commercialization rights to our product candidates
from third parties, we could lose license rights that are important to our business.

We license the use, development and commercialization rights for all of our product candidates, and may enter into
similar licenses in the future. Under each of our existing license agreements we are subject to commercialization and
development, diligence obligations, milestone payment obligations, royalty payments and other obligations. If we fail
to comply with any of these obligations or otherwise breach our license agreements, our licensing partners may have
the right to terminate the license in whole or in part.

Generally, the loss of any one of our three current licenses or other licenses in the future could materially harm our
business, prospects, financial condition and results of operations.

Intellectual property rights do not necessarily address all potential threats to our competitive advantage.

The degree of future protection afforded by our intellectual property rights is uncertain because intellectual property
rights have limitations, and may not adequately protect our business, or permit us to maintain our competitive
advantage. The following examples are illustrative:

� Others may be able to make compounds that are similar to our product candidates but that are not covered by
the claims of the patents that we own or have exclusively licensed.

� We or our licensors or strategic partners might not have been the first to make the inventions covered by the
issued patent or pending patent application that we own or have exclusively licensed.

� We or our licensors or strategic partners might not have been the first to file patent applications covering
certain of our inventions.

� Others may independently develop similar or alternative technologies or duplicate any of our technologies
without infringing our intellectual property rights.
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� It is possible that our pending patent applications will not lead to issued patents.

� Issued patents that we own or have exclusively licensed may not provide us with any competitive
advantages, or may be held invalid or unenforceable, as a result of legal challenges by our competitors.

� Our competitors might conduct research and development activities in countries where we do not have
patent rights and then use the information learned from such activities to develop competitive products for
sale in our major commercial markets.

� We may not develop additional proprietary technologies that are patentable.

� The patents of others may have an adverse effect on our business.
Should any of these events occur, they could significantly harm our business, results of operations and prospects.
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From time to time we may need to license patents, intellectual property and proprietary technologies from third
parties, which may be difficult or expensive to obtain.

We may need to obtain licenses to patents and other proprietary rights held by third parties to successfully develop,
manufacture and market our drug products. As an example, it may be necessary to use a third party�s proprietary
technology to reformulate one of our drug products in order to improve upon the capabilities of the drug product. If
we are unable to timely obtain these licenses on reasonable terms, our ability to commercially exploit our drug
products may be inhibited or prevented.

Risks Related to Ownership of Our Common Stock

The market price of our common stock may fluctuate significantly, and investors in our common stock may lose all
or a part of their investment.

The market prices for securities of biotechnology and pharmaceutical companies have historically been highly
volatile, and the market has from time to time experienced significant price and volume fluctuations that are unrelated
to the operating performance of particular companies. The market price of our common stock may fluctuate
significantly in response to numerous factors, some of which are beyond our control, such as:

� actual or anticipated adverse results or delays in our clinical trials;

� our failure to commercialize our product candidates, if approved;

� unanticipated serious safety concerns related to the use of any of our product candidates;

� adverse regulatory decisions;

� changes in laws or regulations applicable to our product candidates, including but not limited to clinical trial
requirements for approvals;

� legal disputes or other developments relating to proprietary rights, including patents, litigation matters and
our ability to obtain patent protection for our product candidates, government investigations and the results
of any proceedings or lawsuits, including patent or stockholder litigation;

� our decision to initiate a clinical trial, not initiate a clinical trial or to terminate an existing clinical trial;

� our dependence on third parties, including CROs;
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� announcements of the introduction of new products by our competitors;

� market conditions in the pharmaceutical and biotechnology sectors;

� announcements concerning product development results or intellectual property rights of others;

� future issuances of common stock or other securities;

� the addition or departure of key personnel;

� failure to meet or exceed any financial guidance or expectations regarding development milestones that we
may provide to the public;

� actual or anticipated variations in quarterly operating results;

� our failure to meet or exceed the estimates and projections of the investment community;

� overall performance of the equity markets and other factors that may be unrelated to our operating
performance or the operating performance of our competitors, including changes in market valuations of
similar companies;

� conditions or trends in the biotechnology and biopharmaceutical industries;

� introduction of new products offered by us or our competitors;
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� announcements of significant acquisitions, strategic partnerships, joint ventures or capital commitments by
us or our competitors;

� issuances of debt or equity securities;

� sales of our common stock by us or our stockholders in the future;

� trading volume of our common stock;

� ineffectiveness of our internal controls;

� publication of research reports about us or our industry or positive or negative recommendations or
withdrawal of research coverage by securities analysts;

� general political and economic conditions;

� effects of natural or man-made catastrophic events; and;

� other events or factors, many of which are beyond our control.
Further, the equity markets in general have recently experienced extreme price and volume fluctuations. Continued
market fluctuations could result in extreme volatility in the price of our common stock, which could cause a decline in
the value of our common stock. Price volatility of our common stock might worsen if the trading volume of our
common stock is low. The realization of any of the above risks or any of a broad range of other risks, including those
described in these �Risk Factors,� could have a dramatic and material adverse impact on the market price of our
common stock.

We do not expect to pay cash dividends on our common stock, and investors will be able to receive cash in respect
of their shares of our common stock only upon the sale of such shares.

We have no intention in the foreseeable future to pay any cash dividends on our common stock. Therefore, an investor
in our common stock may obtain an economic benefit from the common stock only after an increase in its trading
price and only then by selling the common stock.

A sale of a substantial number of shares of the common stock may cause the price of our common stock to decline.

If our stockholders sell, or the market perceives that our stockholders intend to sell for various reasons, substantial
amounts of our common stock in the public market, including shares issued in connection with the exercise of
outstanding options or warrants, the market price of our common stock could fall. Sales of a substantial number of
shares of our common stock may make it more difficult for us to sell equity or equity-related securities in the future at
a time and price that we deem reasonable or appropriate. We may become involved in securities class action litigation
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that could divert management�s attention and harm our business.

The stock markets have from time to time experienced significant price and volume fluctuations that have affected the
market prices for the common stock of biotechnology and biopharmaceutical companies. These broad market
fluctuations may cause the market price of our common stock to decline. In the past, securities class action litigation
has often been brought against a company following a decline in the market price of our securities. This risk is
especially relevant for us because biotechnology and biopharmaceutical companies have experienced significant stock
price volatility in recent years. We may become involved in this type of litigation in the future. Litigation often is
expensive and diverts management�s attention and resources, which could adversely affect our business.
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Existing stockholders� interest in us may be diluted by additional issuances of equity securities and raising funds
through lending and licensing arrangements may restrict our operations or require us to relinquish proprietary
rights.

We may issue additional equity securities to fund future expansion and pursuant to employee benefit plans. We may
also issue additional equity for other purposes. These securities may have the same rights as our common stock or,
alternatively, may have dividend, liquidation or other preferences to our common stock. The issuance of additional
equity securities will dilute the holdings of existing stockholders and may reduce the share price of our common stock.

If we raise additional funds through collaboration, licensing or other similar arrangements, it may be necessary to
relinquish potentially valuable rights to our product candidates, potential products or proprietary technologies, or grant
licenses on terms that are not favorable to us. If adequate funds are not available, our ability to achieve profitability or
to respond to competitive pressures would be significantly limited and we may be required to delay, significantly
curtail or eliminate the development of our product candidates.

Directors, executive officers, principal stockholders and affiliated entities own a significant percentage of our
capital stock, and they may make decisions that you do not consider to be in your best interests or those of our
other stockholders.

As of October 30, 2013, our directors, executive officers and principal stockholders beneficially owned, in the
aggregate, approximately 41.8% of our outstanding voting securities. As a result, if some or all of them acted together,
they would have the ability to exert substantial influence over the election of our board of directors and the outcome
of issues requiring approval by our stockholders. This concentration of ownership may also have the effect of delaying
or preventing a change in control of our company that may be favored by other stockholders. This could prevent
transactions in which stockholders might otherwise recover a premium for their shares over current market prices.

Our ability to use our net operating loss carry forwards may be subject to limitation.

Generally, a change of more than 50% in the ownership of a company�s stock, by value, over a three-year period
constitutes an ownership change for U.S. federal income tax purposes. An ownership change may limit our ability to
use our net operating loss carryforwards attributable to the period prior to the change. As a result, if we earn net
taxable income, our ability to use our pre-change net operating loss carryforwards to offset U.S. federal taxable
income may become subject to limitations, which could potentially result in increased future tax liability for us. At
December 31, 2012, we had net operating loss carryforwards aggregating approximately $10.5 million.

Our certificate of incorporation, as amended, and bylaws provide for indemnification of officers and directors at
our expense and limits their liability, which may result in a major cost to us and hurt the interests of our
stockholders because corporate resources may be expended for the benefit of our officers and/or directors.

Our certificate of incorporation, as amended, bylaws and applicable Delaware law provide for the indemnification of
our directors, officers, employees, and agents, under certain circumstances, against attorney�s fees and other expenses
incurred by them in any litigation to which they become a party arising from their association with or activities on our
behalf. We will also bear the expenses of such litigation for any of our directors, officers, employees, or agents, upon
such person�s promise to repay us, therefore if it is ultimately determined that any such person shall not have been
entitled to indemnification. This indemnification policy could result in substantial expenditures by us, which we will
be unable to recover.
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Our corporate documents and Delaware law contain provisions that could discourage, delay or prevent a change in
control of our company, prevent attempts to replace or remove current management and reduce the market price of
our common stock.

Provisions in our certificate of incorporation, as amended, and bylaws may discourage, delay or prevent a merger or
acquisition involving us that our stockholders may consider favorable. For example, our certificate of incorporation,
as amended, authorizes our board of directors to issue up to 100,000,000 shares of �blank check� preferred stock. As a
result, without further stockholder approval, the board of directors has the authority to attach special rights, including
voting and dividend rights, to this preferred stock. With these rights, preferred stockholders could make it more
difficult for a third party to acquire us.

We are also subject to the anti-takeover provisions of the Delaware General Corporation Law. Under these provisions,
if anyone becomes an �interested stockholder,� we may not enter into a �business combination� with that person for three
years without special approval, which could discourage a third party from making a takeover offer and could delay or
prevent a change in control of us. An �interested stockholder� means, generally, someone owning 15% or more of our
outstanding voting stock or an affiliate of ours that owned 15% or more of our outstanding voting stock during the
past three years, subject to certain exceptions as described in the Delaware General Corporation Law.

Compliance with changing regulations concerning corporate governance and public disclosure may result in
additional expenses.

There have been changing laws, regulations and standards relating to corporate governance and public disclosure,
including the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Dodd-Frank Act, the
Sarbanes-Oxley Act of 2002, or Sarbanes-Oxley, new regulations promulgated by the SEC and rules promulgated by
the national securities exchanges. The Dodd-Frank Act, enacted in July 2010, expands federal regulation of corporate
governance matters and imposes requirements on public companies to, among other things, provide stockholders with
a periodic advisory vote on executive compensation and also adds compensation committee reforms and enhanced
pay-for-performance disclosures. While some provisions of the Dodd-Frank Act are effective upon enactment, others
will be implemented upon the SEC�s adoption of related rules and regulations. The scope and timing of the adoption of
such rules and regulations is uncertain and, accordingly, the cost of compliance with the Dodd-Frank Act is also
uncertain.

These new or changed laws, regulations and standards are, or will be, subject to varying interpretations in many cases
due to their lack of specificity, and, as a result, their application in practice may evolve over time as new guidance is
provided by regulatory and governing bodies, which could result in continuing uncertainty regarding compliance
matters and higher costs necessitated by ongoing revisions to disclosure and governance practices. As a result, our
efforts to comply with evolving laws, regulations and standards are likely to continue to result in increased general
and administrative expenses and a diversion of management time and attention from revenue-generating activities to
compliance activities. Members of our board of directors and our principal executive officer and principal financial
officer could face an increased risk of personal liability in connection with the performance of their duties. As a result,
we may have difficulty attracting and retaining qualified directors and executive officers, which could harm our
business. If the actions we take in our efforts to comply with new or changed laws, regulations and standards differ
from the actions intended by regulatory or governing bodies, we could be subject to liability under applicable laws or
our reputation may be harmed.

If we fail to comply with the rules under the Sarbanes-Oxley Act of 2002 related to accounting controls and
procedures, or, if we discover material weaknesses and deficiencies in our internal control and accounting
procedures, our stock price could decline significantly and raising capital could be more difficult.

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

Table of Contents 51



Sarbanes-Oxley specifically requires, among other things, that we maintain effective internal controls for financial
reporting and disclosure of controls and procedures. In particular, we must perform system and process evaluation and
testing of our internal controls over financial reporting to allow management to report on the
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effectiveness of our internal controls over financial reporting, as required by Section 404 of Sarbanes-Oxley. Our
testing, or the subsequent testing by our independent registered public accounting firm, if and when required, may
reveal deficiencies in our internal controls over financial reporting that are deemed to be material weaknesses. Our
compliance with Section 404 will require that we incur substantial accounting expense and expend significant
management efforts. We currently do not have an internal audit group, and we will need to hire additional accounting
and financial staff with appropriate public company experience and technical accounting knowledge. Moreover, if we
are not able to comply with the requirements of Section 404 in a timely manner, or if we or our independent registered
public accounting firm identifies deficiencies in our internal controls over financial reporting that are deemed to be
material weaknesses, the market price of our stock could decline, and we could be subject to sanctions or
investigations by the SEC or other regulatory authorities, which would require additional financial and management
resources.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This prospectus, including the documents that we incorporate by reference, contains, and any prospectus supplement
may contain, forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended (the �Securities Act�), and Section 21E of the Exchange Act. Such forward-looking statements include those
that express plans, anticipation, intent, contingency, goals, targets or future development and/or otherwise are not
statements of historical fact. These forward-looking statements are based on our current expectations and projections
about future events and they are subject to risks and uncertainties known and unknown that could cause actual results
and developments to differ materially from those expressed or implied in such statements.

In some cases, you can identify forward-looking statements by terminology, such as �expects,� �anticipates,� �intends,�
�estimates,� �plans,� �believes,� �seeks,� �may,� �should�, �could� or the negative of such terms or other similar
expressions. Accordingly, these statements involve estimates, assumptions and uncertainties that could cause actual
results to differ materially from those expressed in them. Any forward-looking statements are qualified in their
entirety by reference to the factors discussed throughout this prospectus and any prospectus supplement.

You should read this prospectus and any prospectus supplement and the documents that we reference herein and
therein and have filed as exhibits to the registration statement, of which this prospectus is part, completely and with
the understanding that our actual future results may be materially different from what we expect. You should assume
that the information appearing in this prospectus and any prospectus supplement is accurate as of the date on the front
cover of this prospectus or such prospectus supplement only. Because the risk factors referred to above, as well as the
risk factors referred to on page     of this prospectus and incorporated herein by reference, could cause actual results or
outcomes to differ materially from those expressed in any forward-looking statements made by us or on our behalf,
you should not place undue reliance on any forward-looking statements. Further, any forward-looking statement
speaks only as of the date on which it is made, and we undertake no obligation to update any forward-looking
statement to reflect events or circumstances after the date on which the statement is made or to reflect the occurrence
of unanticipated events. New factors emerge from time to time, and it is not possible for us to predict which factors
will arise. In addition, we cannot assess the impact of each factor on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking
statements. We qualify all of the information presented in this prospectus and any prospectus supplement, and
particularly our forward-looking statements, by these cautionary statements.
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USE OF PROCEEDS

The selling stockholders will receive all of the proceeds from the sale of the shares offered for sale by them under this
prospectus. We will not receive proceeds from the sale of the shares by the selling stockholders. We will bear all
reasonable expenses incident to the registration of the shares of our common stock under federal and state securities
laws.

SELLING STOCKHOLDERS

We have prepared this prospectus to allow the selling stockholders, to sell, from time to time, up to 200,000 shares of
our common stock. All of the common stock offered by this prospectus may be offered by the selling stockholders for
their own account. We will receive no proceeds from any such sale of these shares by the selling stockholders.

On October 9, 2013, we and Sherrington Pharmaceuticals, Inc. and the stockholders of Sherrington entered into an
Agreement and Plan of Merger and Reorganization pursuant to which we issued 200,000 shares of our common stock
to the Sherrington stockholders as consideration for the acquisition of Sherrington by us. In addition we agreed to
register such 200,000 shares on Form S-3 with the SEC.

The following table sets forth information with respect to our common stock known to us to be beneficially owned by
the selling stockholders as of October 30, 2013. To our knowledge and except as noted below, each of the selling
stockholders has sole voting and investment power over the common stock listed in the table below. Except as
otherwise disclosed herein, each selling stockholder, to our knowledge, has not had a material relationship with us
during the three years immediately preceding the consummation of the private placement.

Beneficial Ownership of
Common Stock Prior

to the Offering

Common
Stock

Saleable
Pursuant

to This
Prospectus

Beneficial Ownership

of Common Stock

After the Offering (1)

Name of Selling Stockholder
Number of

Shares

Percent of
Class

(2)

Number of

Shares

Percent of

Class (2)
John Liatos (3) 40,657 * 40,657 �  �  
Matthew Wyckoff 40,657 * 40,657 �  �  
Daniel DiPietro 40,657 * 40,657 �  �  
Peter Barber 40,657 * 40,657 �  �  
Aceras BioMedical LLC (4) 29,350 * 29,350 �  �  
Bryan Jones 4,336 * 4,336 �  �  
Jeffrey Serbin 3,686 * 3,686 �  �  

* Less than 1%
(1) Assumes that all of the shares held by the selling stockholder covered by this prospectus are sold and that the

selling stockholder acquires no additional shares of common stock before the completion of this offering.
However, as the selling stockholder can offer all, some, or none of its common stock, no definitive estimate can
be given as to the number of shares that the selling stockholder will ultimately offer or sell under this prospectus.
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(2) Calculated based on 21,678,353 shares of common stock outstanding as of October 30, 2013.
(3) Excludes 29,350 shares owned by Aceral BioMedical LLC (�Aceras�), over which Mr. Liato has voting and

dispositive control.
(4) Mr. Liatos as sole managing member of Aceras Partners LLC, the sole managing member of Aceras, has voting

and dispositive control over the shares owned by Aceras. The shares owned by Aceras are being held in escrow
for any indemnification claims until the earlier of October 9, 2014 or the date of termination of a consulting
agreement between us and Aceras. Mr. Liatos disclaims beneficial ownership of the shares owned by Aceras,
except to the extent of his pecuniary interest therein.
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DESCRIPTION OF CAPITAL STOCK

General

As of October 30, 2013, our authorized capital stock consisted of 750,000,000 shares of common stock, $0.0001 par
value per share, and 100,000,000 shares of preferred stock, $0.0001 par value per share. Our board of directors may
establish the rights and preferences of the preferred stock from time to time. As of October 30, 2013, there are
21,678,353 shares of our common stock issued and outstanding and no shares of preferred stock issued and
outstanding.

Common Stock

Holders of our common stock are entitled to one vote per share. Our Certificate of Incorporation does not provide for
cumulative voting. Holders of our common stock are entitled to receive ratably such dividends, if any, as may be
declared by our board of directors (the �Board�) out of legally available funds. However, the current policy of our Board
is to retain earnings, if any, for the operation and expansion of the Company. Upon liquidation, dissolution or
winding-up, the holders of our common stock are entitled to share ratably in all of our assets which are legally
available for distribution, after payment of or provision for all liabilities. The holders of our common stock have no
preemptive, subscription, redemption or conversion rights.

Preferred Stock

As of the date of this prospectus, no shares of preferred stock are issued and outstanding. Our Certificate of
Incorporation provides that our Board may by resolution, without further vote or action by the stockholders, establish
one or more classes or series of preferred stock having the number of shares and relative voting rights, designation,
dividend rates, liquidation, and other rights, preferences, and limitations as may be fixed by them without further
stockholder approval. Once designated by our Board, each series of preferred stock will have specific financial and
other terms that will be described in a prospectus supplement. Prior to the issuance of shares of each series of
preferred stock, the Board is required by the Delaware General Corporation Law (the �DGCL�) and the Certificate of
Incorporation to adopt resolutions and file a certificate of designation with the Secretary of State of the State of
Delaware. The certificate of designation fixes for each class or series the designations, powers, preferences, rights,
qualifications, limitations and restrictions, including, but not limited to, some or all of the following:

(a) The distinctive designation of such series and the number of shares which shall constitute such series, which
number may be increased (except where otherwise provided by the Board in creating such series) or decreased (but
not below the number of shares thereof then outstanding) from time to time by resolution of the Board;

(b) The rate and manner of payment of dividends payable on shares of such series, including the dividend rate, date of
declaration and payment, whether dividends shall be cumulative, and the conditions upon which and the date from
which such dividends shall be cumulative;

(c) Whether shares of such series shall be redeemed, the time or times when, and the price or prices at which, shares of
such series shall be redeemable, the redemption price, the terms and conditions of redemption, and the sinking fund
provisions, if any, for the purchase or redemption of such shares;

(d) The amount payable on shares of such series and the rights of holders of such shares in the event of any voluntary
or involuntary liquidation, dissolution or winding up of the affairs of the Company;
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(e) The rights, if any, of the holders of shares of such series to convert such shares into, or exchange such shares for,
shares of common stock, other securities, or shares of any other class or series of preferred stock and the terms and
conditions of such conversion or exchange;
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(f) The voting rights, if any, and whether full or limited, of the shares of such series, which may include no voting
rights, one vote per share, or such higher number of votes per share as may be designated by the Board; and

(g) The preemptive or preferential rights, if any, of the holders of shares of such series to subscribe for, purchase,
receive, or otherwise acquire any part of any new or additional issue of stock of any class, whether now or hereafter
authorized, or of any bonds, debentures, notes, or other securities of the Company, whether or not convertible into
shares of stock with the Company.

Although our Board has no intention at the present time of doing so, it could authorize the issuance of a series of
preferred stock that could, depending on the terms of such series, impede the completion of a merger, tender offer or
other takeover attempt.

Anti-Takeover Effects of Certain Provisions of our Certificate of Incorporation, Bylaws and the DGCL

Certain provisions of our Certificate of Incorporation and Bylaws, which are summarized in the following paragraphs,
may have the effect of discouraging potential acquisition proposals or making a tender offer or delaying or preventing
a change in control, including changes a stockholder might consider favorable. Such provisions may also prevent or
frustrate attempts by our stockholders to replace or remove our management. In particular, the Certificate of
Incorporation and Bylaws and Delaware law, as applicable, among other things:

� provide the board of directors with the ability to alter the bylaws without stockholder approval;

� place limitations on the removal of directors; and

� provide that vacancies on the board of directors may be filled by a majority of directors in office, although
less than a quorum.

These provisions are expected to discourage certain types of coercive takeover practices and inadequate takeover bids
and to encourage persons seeking to acquire control of our company to first negotiate with its board. These provisions
may delay or prevent someone from acquiring or merging with us, which may cause the market price of our common
stock to decline.

Blank Check Preferred. The Board is authorized to create and issue from time to time, without stockholder approval,
up to an aggregate of 100,000,000 shares of preferred stock in one or more series and to establish the number of shares
of any series of preferred stock and to fix the designations, powers, preferences and rights of the shares of each series
and any qualifications, limitations or restrictions of the shares of each series.

The authority to designate preferred stock may be used to issue series of preferred stock, or rights to acquire preferred
stock, that could dilute the interest of, or impair the voting power of, holders of the common stock or could also be
used as a method of determining, delaying or preventing a change of control.

Advance Notice Bylaws. The Bylaws contain an advance notice procedure for stockholder proposals to be brought
before any meeting of stockholders, including proposed nominations of persons for election to the Board.
Stockholders at any meeting will only be able to consider proposals or nominations specified in the notice of meeting
or brought before the meeting by or at the direction of the Board or by a stockholder who was a stockholder of record
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on the record date for the meeting, who is entitled to vote at the meeting and who has given the Company�s corporate
secretary timely written notice, in proper form, of the stockholder�s intention to bring that business before the meeting.
Although the Bylaws do not give the Board the power to approve or disapprove stockholder nominations of candidates
or proposals regarding other business to be conducted at a special or annual meeting, the Bylaws may have the effect
of precluding the conduct of certain business at a meeting if the proper procedures are not followed or may discourage
or deter a potential acquiror from conducting a solicitation of proxies to elect its own slate of directors or otherwise
attempting to obtain control of the Company.
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Interested Stockholder Transactions. We are subject to Section 203 of the Delaware General Corporation Law which,
subject to certain exceptions, prohibits �business combinations� between a publicly-held Delaware corporation and an
�interested stockholder,� which is generally defined as a stockholder who becomes a beneficial owner of 15% or more
of a Delaware corporation�s voting stock for a three-year period following the date that such stockholder became an
interested stockholder.

Transfer Agent and Registrar

The Transfer Agent and Registrar for our common stock is Computershare Shareowner Services.
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PLAN OF DISTRIBUTION

We are registering the shares of common stock issued to the selling stockholders to permit the resale of these shares of
common stock by the holders of the shares of common stock from time to time after the date of this prospectus. We
will not receive any of the proceeds from the sale by the selling stockholders of the shares of common stock. We will
bear all fees and expenses incident to our obligation to register the shares of common stock.

Each selling stockholder of the common stock and any of their pledgees, assignees and successors-in-interest may,
from time to time, sell any or all of their shares of common stock covered hereby on The NASDAQ Capital Market or
any other stock exchange, market or trading facility on which the shares are traded or in private transactions. These
sales may be at fixed prices, at prevailing market prices at the time of the sale, at varying prices determined at the time
of sale, or negotiated prices. A selling stockholder may use any one or more of the following methods when selling
shares:

� on any national securities exchange or quotation service on which the shares may be listed or quoted at the
time of sale;

� in the over-the-counter market;

� in transactions otherwise than on these exchanges or systems or in the over-the-counter market;

� ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

� block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a
portion of the block as principal to facilitate the transaction;

� purchases by a broker-dealer as principal and resale by the broker-dealer for its account;

� an exchange distribution in accordance with the rules of the applicable exchange;

� privately negotiated transactions;

� settlement of short sales entered into after the effective date of the registration statement of which this
prospectus is a part;

� in transactions through broker-dealers that agree with the selling stockholders to sell a specified number of
such shares at a stipulated price per share;
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� through the writing or settlement of options or other hedging transactions, whether through an options
exchange or otherwise;

� a combination of any such methods of sale; or

� any other method permitted pursuant to applicable law.
The selling stockholders may also sell shares under Rule 144 under the Securities Act of 1933, as amended, or the
Securities Act, if available, rather than under this prospectus.

Broker-dealers engaged by the selling stockholders may arrange for other brokers-dealers to participate in sales.
Broker-dealers may receive commissions or discounts from the selling stockholders (or, if any broker-dealer acts as
agent for the purchaser of shares, from the purchaser) in amounts to be negotiated, but, except as set forth in a
supplement to this prospectus, in the case of an agency transaction not in excess of a customary brokerage commission
in compliance with FINRA Rule 2440; and in the case of a principal transaction a markup or markdown in compliance
with FINRA IM-2440-1.
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In connection with the sale of the common stock or interests therein, the selling stockholders may enter into hedging
transactions with broker-dealers or other financial institutions, which may in turn engage in short sales of the common
stock in the course of hedging the positions they assume. The selling stockholders may also sell shares of the common
stock short and deliver these securities to close out their short positions or to return borrowed shares in connection
with such short sales, or loan or pledge the common stock to broker-dealers that in turn may sell these securities. The
selling stockholders may also enter into option or other transactions with broker-dealers or other financial institutions
or create one or more derivative securities which require the delivery to such broker-dealer or other financial
institution of shares offered by this prospectus, which shares such broker-dealer or other financial institution may
resell pursuant to this prospectus (as supplemented or amended to reflect such transaction). Notwithstanding the
foregoing, the selling stockholders have been advised that they may not use shares registered on this registration
statement to cover short sales of our common stock made prior to the date the registration statement, of which this
prospectus forms a part, has been declared effective by the Commission.

The selling stockholders and any broker-dealers or agents that are involved in selling the shares may be deemed to be
�underwriters� within the meaning of the Securities Act in connection with such sales. In such event, any commissions
received by such broker-dealers or agents and any profit on the resale of the shares purchased by them may be deemed
to be underwriting commissions or discounts under the Securities Act. Selling stockholders who are �underwriters�
within the meaning of Section 2(11) of the Securities Act will be subject to the prospectus delivery requirements of
the Securities Act and may be subject to certain statutory liabilities of, including but not limited to, Sections 11, 12
and 17 of the Securities Act and Rule 10b-5 under the Securities Exchange Act of 1934, as amended, or the Exchange
Act. Each selling stockholder has informed us that it is not a registered broker-dealer and does not have any written or
oral agreement or understanding, directly or indirectly, with any person to distribute the common stock. In no event
shall any broker-dealer receive fees, commissions and markups which, in the aggregate, would exceed eight percent
(8%).

We are required to pay certain fees and expenses incurred by us incident to the registration of the shares. We have
agreed to indemnify the selling stockholders against certain losses, claims, damages and liabilities, including liabilities
under the Securities Act, and the selling stockholders may be entitled to contribution. We may be indemnified by the
selling stockholders against certain losses, claims, damages and liabilities, including liabilities under the Securities
Act, that may arise from any written information furnished to us by the selling stockholders specifically for use in this
prospectus, or we may be entitled to contribution.

The selling stockholders will be subject to the prospectus delivery requirements of the Securities Act including Rule
172 thereunder unless an exemption therefrom is available.

The selling stockholders have advised us that there is no underwriter or coordinating broker acting in connection with
the proposed sale of the resale shares by the selling stockholders.

We agreed to use our best efforts keep this prospectus effective until the earlier of (i) the date on which the shares may
be resold by the selling stockholders without registration and without regard to any volume restrictions by reason of
Rule 144 under the Securities Act or any other rule of similar effect or (ii) all of the shares have been sold pursuant to
this prospectus or Rule 144 under the Securities Act or any other rule of similar effect. The resale shares will be sold
only through registered or licensed brokers or dealers if required under applicable state securities laws. In addition, in
certain states, the resale shares of common stock covered hereby may not be sold unless they have been registered or
qualified for sale in the applicable state or an exemption from the registration or qualification requirement is available
and is complied with.
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Under applicable rules and regulations under the Exchange Act, any person engaged in the distribution of the resale
shares may not simultaneously engage in market making activities with respect to the common stock for the applicable
restricted period, as defined in Regulation M, prior to the commencement of the distribution. In addition, the selling
stockholders will be subject to applicable provisions of the Exchange Act and the rules and
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regulations thereunder, including Regulation M, which may limit the timing of purchases and sales of shares of the
common stock by the selling stockholders or any other person. We will make copies of this prospectus available to the
selling stockholders and have informed them of the need to deliver a copy of this prospectus to each purchaser at or
prior to the time of the sale (including by compliance with Rule 172 under the Securities Act).

There can be no assurance that any selling stockholder will sell any or all of the shares of common stock registered
pursuant to the registration statement, of which this prospectus forms a part.

Once sold under the registration statement, of which this prospectus forms a part, the shares of common stock will be
freely tradable in the hands of persons other than our affiliates.
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LEGAL MATTERS

The validity of the issuance of the securities offered hereby will be passed upon for us by Sichenzia Ross Friedman
Ference LLP, New York, New York.

EXPERTS

The consolidated balance sheets as of December 31, 2012 and 2011, and the related consolidated statements of
operations, stockholders� equity, and cash flows for the years then ended and for the period from January 25, 2006
(Inception) through December 31, 2012 have been incorporated in reliance on the report of Mayer Hoffman McCann
P.C., an independent registered public accounting firm, incorporated herein by reference, given on the authority of
said firm as experts in auditing and accounting.

The balance sheet as of December 31, 2012 and the related statement of operations, stockholders� deficit and cash
flows from May 17, 2012 (Inception) to December 31, 2012 for IgDraSol, Inc. have been incorporated in reliance on
the report of Kelly & Company, an independent registered public accounting firm, incorporated herein by reference,
given on the authority of said firm as experts in auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus constitutes a part of a registration statement on Form S-3 filed under the Securities Act. As permitted
by the SEC�s rules, this prospectus and any prospectus supplement, which form a part of the registration statement, do
not contain all the information that is included in the registration statement. You will find additional information about
us in the registration statement. Any statements made in this prospectus or any prospectus supplement concerning
legal documents are not necessarily complete and you should read the documents that are filed as exhibits to the
registration statement or otherwise filed with the SEC for a more complete understanding of the document or matter.

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read,
without charge, and copy the documents we file at the SEC�s public reference rooms in Washington, D.C. at 100 F
Street, NE, Room 1580, Washington, DC 20549, or in New York, New York and Chicago, Illinois. You can request
copies of these documents by writing to the SEC and paying a fee for the copying cost. Please call the SEC at
1-800-SEC-0330 for further information on the public reference rooms. Our SEC filings are also available to the
public at no cost from the SEC�s website at http://www.sec.gov.
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INCORPORATION OF DOCUMENTS BY REFERENCE

We have filed a registration statement on Form S-3 with the Securities and Exchange Commission under the
Securities Act. This prospectus is part of the registration statement but the registration statement includes and
incorporates by reference additional information and exhibits. The Securities and Exchange Commission permits us to
�incorporate by reference� the information contained in documents we file with the Securities and Exchange
Commission, which means that we can disclose important information to you by referring you to those documents
rather than by including them in this prospectus. Information that is incorporated by reference is considered to be part
of this prospectus and you should read it with the same care that you read this prospectus. Information that we file
later with the Securities and Exchange Commission will automatically update and supersede the information that is
either contained, or incorporated by reference, in this prospectus, and will be considered to be a part of this prospectus
from the date those documents are filed. We have filed with the Securities and Exchange Commission, and
incorporate by reference in this prospectus:

� Annual Report on Form 10-K for the year ended December 31, 2012 filed with the SEC on March 25, 2013,
as amended by Amendment No. 1 filed with the SEC on March 27, 2013;

� Quarterly Report on Form 10-Q for the quarterly periods ended March 31, 2013 filed on May 15, 2013, as
amended by Amendment No. 1 filed with the SEC on July 12, 2013 and June 30, 2013, filed with the SEC
on August 13, 2013;

� Proxy Statement on Schedule 14A filed on April 16, 2013;

� Current Reports on Form 8-K (excluding any reports or portions thereof that are deemed to be furnished and
not filed) filed on January 11, 2013, February 26, 2013, March 13, 2013, March 14, 2013, April 26,
2013, May 14, 2013, July 12, 2013, August 1, 2013, September 11, 2013, September 30, 2013, October 2,
2013, October 7, 2013, October 11, 2013, October 15, 2013, October 21, 2013 and October 25, 2013; and

� The description of our common stock contained in our Form 8-A filed on October 23, 2013.
We also incorporate by reference all additional documents that we file with the Securities and Exchange Commission
under the terms of Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act that are made after the initial filing date of
the registration statement of which this prospectus is a part until the offering has been completed. We are not,
however, incorporating, in each case, any documents or information that we are deemed to furnish and not file in
accordance with Securities and Exchange Commission rules.

You may request, and we will provide you with, a copy of these filings, at no cost, by calling us at (858) 210-3700 or
by writing to us at the following address:

Sorrento Therapeutics, Inc.

6042 Cornerstone Ct. West, Suite B
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San Diego, California 92121

Attn.: Corporate Secretary
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14. Other Expenses of Issuance and Distribution.

The following table sets forth an estimate of the fees and expenses relating to the issuance and distribution of the
securities being registered hereby, other than underwriting discounts and commissions, all of which shall be borne by
the Registrant. All of such fees and expenses, except for the SEC Registration Fee, are estimated:

SEC registration fee $ 222
Transfer agent�s fees and expenses $ 2,500
Legal fees and expenses $ 25,000
Printing fees and expenses $ 5,000
Accounting fees and expenses $ 10,000
Miscellaneous fees and expenses $ 2,278

Total $ 45,000

Item 15. Indemnification of Officers and Directors.

The Registrant�s Certificate of Incorporation eliminates the personal liability of directors to the fullest extent permitted
by the Delaware General Corporation Law and, together with the Registrant�s Bylaws, provides that the Registrant
shall indemnify and hold harmless, to the fullest extent permitted by applicable law as it may be amended or
supplemented, any person who was or is made or is threatened to be made a party or is otherwise involved in any
action, suit or proceeding, whether civil, criminal, administrative or investigative, by reason of the fact that such
person, or a person for whom such person is the legal representative, is or was a director or officer of the Registrant
or, while a director or officer of the Registrant, is or was serving at the request of the Registrant as a director, officer,
employee or agent of another corporation or of a partnership, joint venture, trust, enterprise or nonprofit entity,
including service with respect to employee benefit plans, against all liability and loss suffered and expenses (including
attorneys� fees) reasonably incurred by such person. The Registrant has also obtained liability insurance for its officers
and directors.

We have an insurance policy that insures our directors and officers, within the limits and subject to the limitations of
the policy, against certain expenses in connection with the defense of actions, suits or proceedings, and certain
liabilities that might be imposed as a result of such actions, suits or proceedings, to which they are parties by reason of
being or having been directors or officers.

Item 16. Exhibits.

(a) Exhibits.

Exhibit
Number Description of Document
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  3.1 Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.2 to Form S-3 filed with
the SEC on June 24, 2013).

  3.2 Bylaws (incorporated by reference to Exhibit 3.2 to the Registrant�s Current Report on Form 8-K filed
with the SEC on October 23, 2009).

  5.1 Opinion of Sichenzia Ross Friedman Ference LLP as to the legality of the securities being registered.

23.1 Consent of Sichenzia Ross Friedman Ference LLP (included in Exhibit 5.1).

23.2 Consent of Mayer Hoffman McCann P.C.

23.3 Consent of Kelly & Company

24.1 Power of Attorney (included on signature pages to the registration statement).
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Item 17. Undertakings.

The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act;

(ii) To reflect in the prospectus any facts or events arising after the effective date of this registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in this registration statement. Notwithstanding the foregoing, any increase or
decrease in the volume of securities offered (if the total dollar value of the securities offered would not exceed that
which was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes
in volume and price represent no more than a 20% change in the maximum aggregate offering price set forth in the
�Calculation of Registration Fee� table in the effective registration statement; and

(iii) To include any material information with respect to the plan of distribution not previously disclosed in this
registration statement or any material change to such information in this registration statement;

provided, however, that the undertakings set forth in paragraphs (a)(1)(i), (a)(1)(ii) and (a)(1)(iii) above do not apply if
the information required to be included in a post-effective amendment by those paragraphs is contained in reports filed
with or furnished to the Commission by the registrant pursuant to Section 13 or Section 15(d) of the Securities
Exchange Act of 1934, as amended (the �Exchange Act�) that are incorporated by reference in this registration statement
or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part of this registration statement;

(2) That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.

(4) That, for the purpose of determining liability under the Securities Act to any purchaser:

(i) If the registrant is relying on Rule 430B;

(A) Each prospectus filed by the registrant pursuant to Rule 424 (b)(3) shall be deemed to be part of this registration
statement as of the date the filed prospectus was deemed part of and included in the registration statement; and

(B) Each prospectus required to be filed pursuant to Rule 424 (b)(2), (b)(5), or (b)(7) as part of a registration statement
in reliance on Rule 430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii) or (x) for the purpose of
providing the information required by Section 10(a) of the Securities Act shall be deemed to be part of and included in
the registration statement as of the earlier of the date of the Securities Act prospectus is first used after effectiveness or
the date of the first contract of sale of securities in the offering described in the prospectus. As provided in Rule 430B,
for liability purposes of the issuer and any person that is at that date an underwriter, such date shall be deemed to be a
new effective date of the registration statement relating to the securities in the registration statement to which that

Edgar Filing: ROYAL BANK OF CANADA - Form FWP

Table of Contents 72



prospectus relates, and the offering of such securities at that time shall be deemed to be the initial bona fide offering
thereof. Provided, however, that no statement made in a registration statement or prospectus that is part of the
registration statement or made in a document incorporated or deemed incorporated by reference into the registration
statement or prospectus that is part of the registration statement will, as to a purchaser with a time of contract of sale
prior to such effective date,
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supersede or modify any statement that was made in the registration statement or prospectus that was part of the
registration statement or made in any such document immediately prior to such effective date; or

(ii) If the registrant is subject to Rule 430C, each prospectus filed pursuant to Rule 424(b) as part of a registration
statement relating to an offering, other than registration statements relying on Rule 430B or other than prospectuses
filed in reliance on Rule 430A, shall be deemed to be part of and included in the registration statement as of the date it
is first used after effectiveness. Provided, however, that no statement made in a registration statement or prospectus
that is part of the registration statement or made in a document incorporated or deemed incorporated by reference into
the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of
contract of sale prior to such first use, supersede or modify any statement that was made in the registration statement
or prospectus that was part of the registration statement or made in any such document immediately prior to such date
of first use.

(5) That, for the purpose of determining liability of the registrant under the Securities Act to any purchaser in the
initial distribution of the securities:

The undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to
this registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if the
securities are offered or sold to such purchaser by means of any of the following communications, the undersigned
registrant will be a seller to the purchaser and will be considered to offer or sell such securities to such purchaser:

(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed
pursuant to Rule 424;

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used
or referred to by the undersigned registrant;

(iii) The portion of any other free writing prospectus relating to the offering containing material information about the
undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and

(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act
of 1933, each filing of the registrant�s annual report pursuant to section 13(a) or section 15(d) of the Securities
Exchange Act of 1934 (and, where applicable, each filing of an employee benefit plan�s annual report pursuant to
section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the registration statement
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and
controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised
that in the opinion of the Commission such indemnification is against public policy as expressed in the Securities Act
and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the
payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the registrant in
the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in
connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter has
been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Securities Act and will be governed by the final
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant certifies that it has reasonable
grounds to believe that it meets all of the requirements for filing on Form S-3 and has duly caused this Form S-3 to be
signed on its behalf by the undersigned, thereunto duly authorized, in San Diego, California, on the 31st day of
October 2013.

SORRENTO THERAPEUTICS INC.

By: /s/ Henry Ji
Henry Ji
Director, Chief Executive Officer &

President
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints
Henry Ji, his true and lawful attorney-in-fact and agent with full power of substitution and re-substitution, for him/her
and in his name, place and stead, in any and all capacities to sign any or all amendments (including, without
limitation, post-effective amendments) to this Registration Statement, any related Registration Statement filed
pursuant to Rule 462(b) under the Securities Act of 1933 and any or all pre- or post-effective amendments thereto, and
to file the same, with all exhibits thereto, and all other documents in connection therewith, with the Securities and
Exchange Commission, granting unto said attorney-in-fact and agent, full power and authority to do and perform each
and every act and thing requisite and necessary to be done in and about the premises, as fully for all intents and
purposes as he or she might or could do in person, hereby ratifying and confirming that said attorney-in-fact and
agent, or any substitute or substitutes for him, may lawfully do or cause to be done by virtue hereof. Pursuant to the
requirements of the Securities Act of 1933, the following persons in the capacities and on the dates indicated have
signed this Registration Statement below.

Signature Title Date

/s/ HENRY JI

Henry Ji

Director, Chief Executive Officer and
President

(Principal Executive Officer)

October 31, 2013

/s/ RICHARD G. VINCENT

Richard G. Vincent

Director, Chief Financial Officer

(Principal Financial and Accounting Officer)
October 31, 2013

/s/ VUONG TRIEU Director, Chief Scientific Officer October 31, 2013
Vuong Trieu

/s/ DAVID WEBB Director October 31, 2013
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/s/ JAISIM SHAH

Jaisim Shah

Director October 31, 2013

/s/ ERNST-GUNTER AFTING

Ernst-Gunter Afting

Director October 31, 2013
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Signature Title Date

/s/ CAM GALLAGHER

Cam Gallagher

Director October 31, 2013

/s/ KIM D. JANDA

Kim D. Janda

Director October 31, 2013

/s/ M. SCOTT SALKA

M. Scott Salka

Director October 31, 2013
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