
January 10 2018 

US Securities & Exchange Commission 

Office of FOIA and Privacy Act Operations RECEIVED 
100 F Street, NE Mail Stop 5100 

Washington, DC 20549-5100 JAN:1 O' 2018 . 

Office of 

Dear FOIA Office: 

Under the Freedom of Information Act (FOIA), please send a copy of the following: 

A copy of: Exhibit: 10.20 to the form 10-K filed by ARENA PHARMACEUTICALS INC on March 2, 2005 

In the event confidential treatment has not expired provide the specific date for which 

confidential treatment is still in effect. I do not need a copy of the order. We authorize up to 

$61.00 in processing fees. Thank You, 

Paul D'Souza 
Editor - Deals 

Clarivate Analytics Friars House, 160 Blackfriars Road London, UK SE1 8EZ 

Phone:+44-2074334789 
paul.dsouza@clarivate.com 

13 

mailto:paul.dsouza@clarivate.com


UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

STATION PLACE 
100 F STREET, NE 

WASHINGTON, DC 20549-2465 

Office of FOIA Services 

January 22, 2018 

Mr. Paul D'Souza 
Cl arivate Anal yti cs 
160 Blackfriars Road 
London , SE18EZ 
United Kingdom 

RE: Freedom of I n f ormation Act (FOIA), 5 U. S . C . § 552 
Request No . 18 - 01863 - E 

Dear Mr. D'Souza : 

This letter is in response to your request, dated and 
received in this o ffice on January 10, 2018 , for access to 
Exhibit 10 . 20 to the Form 10-K f i l ed by Arena Pharmaceuticals 
Inc . on March 2, 2005 . 

The search f or responsive records has resulted in the 
retrieval o f 61 pages o f records that may be responsive to your 
request. They are being provided to you with this l etter . 

No f ees have been assessed in the processing o f this 
request. If you have any questions, p l ease contact me at 
osbornes@sec .gov or (202) 551 - 8371 . You may a l so contact me at 
foiapa@sec .gov or (202) 551 - 7900 . You also have the right to 
seek assistance f rom Ray J . Mcinerney as a FOIA Public Liai son 
or contact the Of fice o f Government I n f ormation Services (OGIS) 
for dispute resol ution services . OGI S can be reached at 1 - 877 -
684 - 6448 or Archives .gov or via e - mail at ogis@nara . gov . 

Sincerely, 

~~~ 
Sonja Osborne 
FOIA Lead Research Specialist 

Enclosure 
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Contitlential T'rca,tmcnt Requested 
Umkr 17 CJ•.R. §§200.80{b)(4) and 

240.Hb-2 

COLLABORATION AND LICENSE AGREEMENT 

THIS COLLABORATION ANO LICENSE AGREEJ\IENT (this ·~ttgnumumt'') is entered into as 
of December 20, 2004 (the "Effective Date") by and between Al\f.NA PHARMACEUTICALS, INC." 

a Delaware corporation having an office at 6166 Nancy Riuge Driive. San Diego, CA 92121 
( 

11AreJta''), and ORTHo-McNi:::1L PHARMACEUTICAL, INC.. a Ne'W Jersey corporation having an 

ofCice at 1000 U.S. Route 202, Raritan, New Jersey 08869 ("J&J"'). Arena and J&.J may each 
be referred to individually as a "Party". and collectiveJy as the "Parties··. 

R£CJTALS 

\VHER£AS, Arena has discovered and dev.eloped certain compounds that modulate the 
activity of a G-protein coupled receptor referred to by Arena as t9AJ; and 

WHEREAS, Arena has expenise and intellectual property related to the above compounds 
and l 9AJ, including assays for identifying compounds that modulate 19AJ: and 

'WHEREAS, J&J is engaged in the research. development and commercialization of 
pharmaceutical products; and 

WHEREAS, J&J and Arena d~sire to enter into a collaborative relationship (as n joint 
research agreement in accordance with 35 U.S.C. *l03(c}(3)) to identify and develop 
compounds that modulate 19AJ for clinical development and commerciolfaalion by J&J, subject 
to the terms and tonditions set forth herein. 

AGIU£EMENT 

Now, THEREFOR~ in consideration ofthe foregoing premises and the mutual covenants 
contained herein and other good and valu::ible consi<lera{ion. the receipt and sufficiency of which 
nre hereby acknowledged. the Parties agree as follows: 

I. 0EFINITIONS 

l.1 "19AJ'' means the G-protein coupled receptor refer.red to by Arena as 19AJ. as 
more panicularly described in Exhibit A of this Agreement. 

1.2 ''Active Compound" means: 

(a) either or the lead molecules of Arena known as AR24406 I an<l 
AR.14688 1, as more particularly described in Exhibit A of this Agreement: or 

(b) any molecule deemed to be an Active Compoirnd by unanimol1s ·written 
consent of all members of the JSC: or 

(c) any 01her composition ofmatte.r, including a small molccuJe. pr9Jein, 
antibody, or other compound: 

* CONFIDENTJ;IL Tll£,.t 7i\1£N1' R£QUE81'ED 
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(i) thal is Control I~<.! by Arena or ,my cif its Afli liates. or is ovmed or 
licensed by J&J or any or thei r respective Affiliates. as ofU1e Effective Date or at any 1j1m; prior 
to the first anniversary of the end of the Research Term; and 

(ii) that (I) modulates (including antago nism. inverse agonism. 
agonism and any variations thereat\ or. in the case ofa prodrug, 1'.hat un aJministration to a 
mummal, generates a species that modulates, I9AJ with an eC50 or 1('50 equal to or less than 50 4' 
nM in 293 cells {assay protocol attached in Exhibit B); and (2) affects or blocks l 9AI agomst- ~ 
induced insulin secretinn with an EC50 equal to or less than lptv[ i.n HIT c:ells {assay protocol ~ 
attnched in Exhibit B);· and 

(iii) for which the activity criteria in subsection (c)(ii) ubove either: 

(l) 1s known to Arena and/or J&J (or an AffiHate of either ·of 
them) as of the Effective Date; or 

(2) is <liscowred or ident ified by or on behalf o f, or otherwise 
becomes known to, Arena and/or J&J (or an Alliliate ofeither of them) dming the Research 
Term or the one year period after the end of the Research Tem1, which shall include any 
compound: (A) that is generically or specifically described within a claim. describing a genus or 
species ofcompounds the utility of which is given (in the applicable patent or patent applkation) 
as modulation of 19AJ, .in any pending or issl1e<l Arena Pa tent, J&J Putent or Jo int Patent filed in 
the United Stales or Japan or as a European Patent Application. or as a Patent Cooperation 
Treaty ("PCT') application designating lhe United States and the contracting states of the 
European Patent Convention, and ns to which at least one member of such genus or species is 
one of the comp01111ds in subsection l.2(a). or meets the requirements of subsections I .2(c)(i) 
and l .2(c)(ii). and (B) provided 1h01 such compound is synthesjzed and assayed and determined 
to meet the requirements ofsubsection l.2(c )(ii) by or on behalf c•f Arena and/or J&J (or an 
A ffiliate of either of them) prior to the first anni versary ol' the endl o f the Research TcmL 

1.3 "'Affiliate" means. with respect to a Party, any company or other entity controlled 
by, controlling, or under common cont rol with such Party where 1he term "controlled by" (with 
correlative meanings for tl1e tem1s "controlling" and ··under common contro l with.') means that 
the Party owns or controls, directly or indirectly. at least 50% of the voting power of the subject 
company or other entity which voling power in the case of a corporation is entitled to vote for the 
election or directors. or o ther.vise has the actllal ri ght ,md ability to control an<l direct the 
management and business affairs of the subject company or entity. 

1.4 ., Arena Know-How" means uny lnfom1ntion that (a) is Controlled by Areha on 
the Effective Date or during the Research Tenn nn<l the one year 1Petiod thereafter, and (b) relaies 
directly to an Acti ve Compound or is directly usefol for purposes of the Research Program or is 
necessary for the manufacture, use or sale ofany Collaboration Pirodoct. but excluding the Arena 
Patents and Joint Patents and lnfomrntion disclosed therein . 

1.5 "Arena Patent'' means any Arena Commercializa tion Patent or Arena Resenrch 
Patent. 

* CONFIDENT/Al. TR E.-ITMENT REQUESTED 
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(a) "Arena Commercialization Patent" means any Patent to the extent that 
the Patent: (i) is Controlled by Arena on the Effective Date or at any time during the Term of the 
Agreement, and (ii) claims (x) a Selected Compound (including a combination containing a 
Selected Compound), or its manufacture or use, or (y) an invention that is directly useful for the 
manufacture, use or sale of any Collaboration Product, but excluding the Joint Patents. 

(b) "Arena Research Patent" means any Patent to the extent that the Patent: 
(i) is Controlled by Arena on the Effective Date or during the Research Term and the one year 
period thereafter, and (ii) claims (x) an Active Compound (including a combination containing 
an Active Compound), or its manufacture or use, or (y) an invention relating specifically to 19AJ 
or its use that is directly useful for purposes of the Research Program, but excluding the Joint 
Patents. 

1.6 "Arena Technology" means the Arena Patents and Arena Know-How. 

1.7 "Business Day" means a day on which banking institutions in New York, NY are 
open for business. 

1.8 "Calendar Quarter" means each one of four time periods in any calendar year 
comprising approximately a three-month period which will be determined in accordance with the 
Johnson & Johnson Universal Calendar. The 2004 and 2005 Calendar is attached hereto as 
Exhibit D. For any year during this Agreement after 2005, J&J will provide Arena with the then 
current Johnson & Johnson Universal Calendar as requested by Arena. 

1.9 "Collaboration Invention" means any Information discovered, developed or 
created by either Party, or the Parties jointly, and/or by their respective Affiliates pursuant to 
work conducted under the Research Program during the Research Term, or during the one-year 
period after the end of the Research Term relating to work done under the Research Program or 
Active Compounds. 

1.10 "Collaboration Product" means any pharmaceutical product that contains a 
Development Compound ( or any prodrug, ester, salt form, stereo isomer, crystalline polymorph, 
hydrate or solvate thereof), and including all formulations, line extensions and modes of 
administration thereof. 

1.11 "Commercial Sale" means, with respect to a Collaboration Product, the sale of 
such Collaboration Product intended for end use or consumption in a country after the governing 
health regulatory authority of such country has granted Regulatory Approval of the Collaboration 
Product (which will include sales of a Collaboration Product occurring prior to Regulatory 
Approval in a country if such sold Collaboration Products are intended to be used by end user in 
such country after Regulatory Approval is obtained in such country). Sale to an Affiliate or 
Sublicensee will not constitute a Commercial Sale unless the Affiliate or Sublicensee is the end 
user of the Collaboration Product. 

1.12 "Confidential Information" has the meaning provided in Section 10.1. 

1.13 "Controlled" means, with respect to any Information, Patent or other intellectual 
property right, that the applicable Party owns or has a license to such Information, Patent or other 
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intellectual property right and has the ability to disclose same to the other Party and to grant such 
other Party a license or a sub license ( as applicable) under same as provided in this Agreement 
without violating the terms of any agreement or other arrangement with any Third Party. 

1.14 "Development Compound" means a Selected Compound that has been selected 
for further pre-clinical research and clinical development pursuant to a Drug Evaluation 
Acceptance, as provided in Section 3.2. 

1.15 "Development Costs" means, with respect to a particular Development 
Compound, the actual costs and expenses incurred by or on behalf of a Party in conducting 
research or development of the Development Compound under the applicable Early 
Development Plan or Late Stage Development Plan or otherwise pursuant to this Agreement. 

1.16 "Development Plan" means an Early Development Plan or a Late Stage 
Development Plan, as applicable. 

1.17 "Diligent Efforts" means carrying out tasks or obligations in a manner consistent 
with the efforts the applicable Party devotes to a product at a similar stage of development or 
commercialization and of similar market potential resulting from its own research efforts, based 
on conditions then prevailing. A Party that is required to use Diligent Effort with respect to a 
task or obligation must: (i) promptly assign responsibility for such task or obligation to specific 
employee(s) who are held accountable for progress and monitor such progress on an on-going 
basis, (ii) establish means for and consistently seek to achieve such task or obligation, and (iii) 
consistently make and implement decisions and allocate resources designed to advance progress 
with respect to such task or obligation. 

1.18 "Drug Evaluation Acceptance" means the decision by the appropriate 
committees or personnel of J&J (or its Affiliate) to select a particular preclinical compound for 
Drug Evaluation (as such term is used generally by J&J as of the Effective Date), which means 
the decision to transfer a compound from discovery to drug evaluation in order to commence a 
program of OLP toxicology, OMP scale-up and/or related pre-clinical studies on such compound 
needed to develop the data necessary for preparing and filing an IND for such compound and 
subsequent early clinical studies, and as such decision may be renamed or otherwise referred to 
by J&J and/or its Affiliate. 

1.19 "Early Stage Development" means the development activities that are conducted 
in connection with a Development Compound during the period of time beginning on the date a 
Development Compound achieves Drug Evaluation Acceptance through the completion of Phase 
Ila Clinical trials and ending at the start of Phase Ilb Clinical Trials. 

1.20 "Early Development Plan" means the plan, prepared by J&J and approved by 
the JSC pursuant to Section 3.2 for a particular Development Compound, for conducting the 
OLP toxicology and related work needed to prepare and file an IND for such Development 
Compound and for conducting clinical development of such Development Compound through 
completion of Phase Ila clinical trials in all appropriate countries and jurisdictions in the 
Territory, and including the budget and timeline for all such work, and as such plan may be 
updated or modified by the JSC as provided in Section 3.3. 
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1.21 "EU Major Market Country" means any of the United Kingdom, France, 
Germany, Italy or Spain. 

1.22 "FDA" means the United States Food and Drug Administration, or any successor 
agency thereto having the administrative authority to regulate the marketing of human 
pharmaceutical products or biological therapeutic products, delivery systems and devices in the 
United States of America. 

1.23 "Field of Use" means all therapeutic, prognostic, and diagnostic indications and 
applications for human and non-human purposes. 

1.24 "FTE" means the equivalent of the work of one (1) employee full time for one 
(1) calendar year ( consisting of a total of 1880 hours per calendar year) of work on the Research 
pursuant to the Research Plan. Any employee who devotes less than 1880 hours per calendar 
year on the Research Program shall be treated as an FTE on a pro-rata basis calculated by 
dividing the actual number of hours worked on the Research Program during such calendar year 
by 1880. Each Party understands and agrees that the other Party retains complete discretion to 
change the identity of any individual employee or consultant devoted to the Research Program 
and/or the frequency and the time during which such individual employee's or consultant's 
efforts are devoted to the Research Program, and that either Party's scientists who are working 
on the Research Program also may be working ( during periods that do not count towards the FTE 
allocation devoted to the Research Program) on other of the Party's independent projects. 

1.25 "IND" means an Investigational New Drug Application filed with the FDA, or 
the equivalent application or filing filed with any equivalent agency or governmental authority 
outside the United States of America (including any supra-national such as the European Union) 
necessary to commence and conduct human clinical trials in such jurisdiction. 

1.26 "Indication" means a separate and distinct disease, disorder or medical condition 
that a Collaboration Product is intended to treat, prevent, cure, or ameliorate, or that is the 
subject of a clinical trial on a Development Compound where an endpoint of the trial is 
demonstrating an effect by the Development Compound in treating, preventing, curing, or 
ameliorating such disease, disorder or medical condition and where it is intended that the data 
and results of such clinical trial (if successful) will be used to support a regulatory submission 
and approval that is intended to result in distinct labeling within the indications section of the 
label relevant to usage in the disease, disorder or medical condition that is separate and distinct 
from another disease, disorder or medical condition. 

1.27 "Information" means all tangible and intangible (a) information, techniques, 
technology, practices, trade secrets, inventions (whether patentable or not), methods, knowledge, 
know-how, skill, experience, data, results (including pharmacological, toxicological and clinical 
test data and results), analytical and quality control data, results or descriptions, software and 
algorithms and (b) compositions of matter, cells, cell lines, assays, animal models and physical, 
biological or chemical material. 

1.28 "J&J Know-How" means any Information that (a) is Controlled by J&J or its 
Affiliate on the Effective Date or during the Research Term and the one year period thereafter, 
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and (b) relates directly to an Active Compound or is directly useful for purposes of the Research 
Program or is necessary for the manufacture, use or sale of any Collaboration Product, but 
excluding the J&J Patents and Joint Patents and Information disclosed therein. 

1.29 "J&J Patent" means any J&J Commercialization Patent or J&J Research Patent. 

(a) "J&J Commercialization Patent" means any Patent that: (i) is 
Controlled by J&J on the Effective Date or at any time during the Tenn of the Agreement, and 
(ii) claims (x) any Active Compound that is not a Selected Compound (including a combination 
containing such Active Compound), or its manufacture or use, or (y) an invention to the extent 
relating specifically to l 9AJ or modulators thereof that is directly useful for the manufacture, use 
or sale of product that contains such Active Compound (which is not a Selected Compound), but 
excluding the Joint Patents. 

(b) "J&J Research Patent" means any Patent that: (i) is Controlled by J&J 
on the Effective Date or during the Research Term and the one year period thereafter, and (ii) 
claims (x) an Active Compound (including a combination containing an Active Compound), or 
its manufacture or use, or (y) an invention to the extent relating specifically to 19AJ or 
modulators thereof that is directly useful for purposes of the Research Program, but excluding 
the Joint Patents. 

1.30 "J&J Technology" means the J&J Patents and J&J Know-How. 

1.31 "Joint Inventions" means Collaboration Inventions made or discovered by 
employees (or contractors) of Arena jointly with employees (or contractors) of J&J and/or its 
Affiliate. 

1.30 "Joint Research Committee" or "JRC" has the meaning recited in Section 2.2. 

1.32 "Joint Patents" means all Patents that claim or disclose a Joint Invention. 

1.33 "Joint Steering Committee" or "JSC" means the committee formed by the 
Parties pursuant to Section 2.3 to oversee the Research Program and the Early Stage 
Development of Collaboration Products, as more specifically recited in Section 2.4. 

1.34 "Late Stage Development" means the development activities that are conducted 
in connection with a Development Compound during the period of time beginning on the date a 
Development Compound enters Phase Ilb Clinical Trials up to and including Regulatory 
Approval. 

1.35 "Late Stage Development Plan" means the plan prepared by J&J pursuant to 
Section 3.4, with respect to a particular Development Compound that has completed all needed 
Phase Ila clinical trials, for conducting all subsequent clinical development of the Development 
Compound through achieving Regulatory Approval in all appropriate countries and jurisdictions 
in the Territory, and including the budget and timeline for all such work. 
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1.36 "NDA" means a New Drug Application (as more folly defined in 21 C.F.R. 314.5 
et seq. or its successor regulation) and an amendments and supplements thereto filed with the 
FDA, or the equivalent application filed with any equivalent agen,cy or governmental authority 
outside the United States of America (including any supra-nationmJ agency such as in the 
European Union), including all documents, data, and other infom1ation concerning a 
pharmaceutical product which are necessary for gaining Regulatoiry Approval to market and sell 
such pharmaceutical product. 

t.37 "Net Sales" means the total amounts invoiced by J&J, its Affiliates, and their * 
distributors and sub-licensees to Third Party purchasers for sales of Collaboration Products. less tf,=­
deductions for the following to the extent actualJy allowed or incurred with respect to such sales: 

(a) Discounts from the invoiced price. retron tive price reductions. rebates, "ii!. 
refunds, charge backs, a llowances and adjustments granted to non-sublicensee Third Parties. ¥ 
including Medicaid , and managed care and similar types c f rebates, rejections. market f:" 
withdrawals, recalls and i-etums, and administrative fees charged by Third Party hospital buying ~ 
groups and managed care organizations in the United States. ea :h to the extent consistent with J/r 
J&J' s usual course ofdealing for its products other than the Collajboration Products; ~ 

(b) trade, quantity and cash discounts from he invoiced prices and rebates ¥ 
actually allowed or given (other than to a distributor that is an APiliate of J&J or a sub-licensee), -1' 
each to the extent consistent with J&J's usual course of dealing for its products other than the ~ 
Collaboration Product; 

(c) soles, excise. turnover, value-added, and silmilar taxes assessed on the sale ~ 
of the Collaboration Product (other than income taxes of J&J , its Affiliates or distributors or ~ 
sublicensees), and import and customs duties; "j' 

(d) shipping and insurance charges, postage, and freight out, to the extent 
separately itemized in the invoices: and 

~ 
-'I'-

(c) government imposed rebates or discounts from invoiced prices. 

Sales of Collaboration Product by and between J&J and its Affilia1tes and their distributors and 
Sublicensees are not sales to Third Parties and shall be excluded from Net Sales calculations for 
all purposes provided that such purchasers resell the product. Salc~s ofCollaboration Product for 
use in conducting clinical trials of Collaboration Product in a country in order to obtain the first 
Regulatory Approval of Collaboration Product in such country shall be excluded from Net Sales 
calculations but solely to the extent such sales are at the selling party's actual costs. Net Sales 
shall be determined in a manner consistent for all p roducts sold by or on behalfofJ&J and in 
accordance with applicable U.S. generally accepted accounting principles as consistently applied 
across the J&J pharmaceutical product lines. 

Ifa particular Collaboration Product contains one or more other a.::tive pharmaceutical drug 
ingredients in addition to the Development Compound(s) in such Collaboration Product (a 
"Combination Product"), then the Net Sales of such Combination Product, for the purposes of *" 
determining royalty and other payments owed by J&J under this Agreement based on the sales of* 
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the Combination Product, shall be calculated by first determining using the above Net Sales ~ 
definition, the Net Sales in such country for such Combination Pr Dduct during the applicable ¥­
sales period (understanding that a Combination Product is also a ~"ollaboration Product for all * 
purposes of this Agreement), and then multiplying that determine a!'\et Sales by the fraction >t-
.AJ(A+B), where such fraction is detem1ined in accordance with all of the following: * 
A is the average sale price (by J&J, its Affiliates and their distribultors and sublicensces during -4-
such sales period) of the Collaboration Product that contains the Il evelopment Compound(s) in 'Jl'­
such Combination Product, but no other active ingredient, whens, Id separately in finjshed fonn 1/r 
in countries where such Combination Product is sold, ru1d Bis the average sale price (during -¥­
such sales period) of the product(s) containing the other active pharmaceutical dmg ingredients ,lt­
(i.e.. other than the Development Compound(s)) included in the mbinatioo Product when sold -¥:-
separately in finished form in the countries where such Combina ion Product is sold. in each ~ 
case during lhe applicable Net Sales reporting period. ~ 

If the fraction A/A+B cannot be detennine<l using the above met od, then the fraction will be Jt-
established in good faith by the Parties where A is the relative value of the contribution ofthe 1r" 
Development Compound(s) in the Combination Product to the to l value of the Combination ~ 

Product, and Bis the relative value of the contribution of the othe1 active pham1aceutical drug -4 
ingredients (i.e., other than the Development Compound(s)) inchu ed in the Combination Product .Jt 
to the total value of the Combination Product. Jt; 

Regardless ofwhich of the above methods is used to determi.ne the fraction, such fraction cannot 
in any event be less than 0.5. 

1.38 "Patents" means (a) United States patents, re-examinations, reissues, renewals, 
extensions and term restorations, and foreign counterparts thereof, and (b) pending applications 
for United States patents, including, without limitation, provisional applications, continuations, 
continuations-in-part, divisional and substitute applications, inventors' certificates, and 
ex tensions, and fo reign counterparts ofany of the foregoing. 

1.39 "Phase I Clinical Trial" means that portion of the clinical development program 
which pTOvides for the first introduction into humans ofa Collabora.tion Product with the purpose 
ofdetermining human toxicity, metabolism, absorption, elimination and/or other 
pharmacological action, as more fully defined in 21 C.F.R. § 312.21(a), or its successor 
regulation, or the equivalent in any foreign country. 

1.40 ~'Phase Ila Clinical Trial" means that portion of the clinical development 
program which provides for the initial trials ofa Collaboration product on a limited number of 
patients for the purpose ofdetermining whether the Collaboration Product affects a surrogate 
marker or indicator of pharmacological or clinical activity in the proposed therapeutic indication, 
as more fully described in 2 1 C.F.R. § 312.21 (b ), or its successor regulation, or the equivalent in 
any foreign country. 

1.41 "Phase lib Clinical Trial'' means that portion of the clinical development 
program which provides for the definitive, well controlled clinical[ tr ials of a Collaboration 
Product in patients for the purpose ofdetermining the safe and effective dose range in the 
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proposed therapeutic indication. as more fully described in 21 C.F.R. *312.21 (b ). or its 
successor regulation. or the equivalent in any foreign country. 

1.42 "Phase 111 Clioica1 Trial" means that ponion or the clinical development 
program which provides fo r conti nued trinls of a collaboration Product on sufficient numbers of 
patients to establish the safety and efficacy of a Product und (if applicable) generate pha1111aco­
economic data to support Regulatory Approval in the- proposed therapeutic indication, as more 
fully defined in 2 1 C.F.R. ~ 3 12.2 1 (c). or its successor regulation, or the equivalent in any 
fo reign country. 

l.43 ''Regulatory Approval" means any and all approvals (including price and 
reimbursement approvals. if required prior lo sale in the appl icable j urisdiction), licenses. 
registrations, or authorizations of any country, federal. supranational, sta te or local regulatory 
agency, department, bureau or other government ent ity that are necessary for the manufacture. 
use. storage. import, transport and/or sale of a particular Co llaboration Product in the 
jurisdictjon. 

1.44 "Research'' means all the work performed by the Parties or on their behalf under 
the Research Program. wh ich is directed towards or in connection wi th the discovery. 
identification, synthesis and preclinical research on Active Compounds duri ng the Research 
Term in accordunce with the Research Plan. 

1.45 "Research Plan" means the plan for conducting_ the Research Progrnm, as 
amended frorn time to time by the JSC. The initial Research Plan has been agreed upon by the 
Parties in writing as of lhe Effective Date. 

1.46 "Research Program'' means a collaborative research program carried out by 
Arena and J&J during the Research Tem1 pursuant to Articles 2 and J to identify and conduct 
pre-clinical resea rch on compounds that ngonizc or o!hcr'v\-ise modulate the activity of I 9AJ in a "t' 
manner that may be useful in treating type I <.liabetes, type 2 diabetes, mctnbolic syndrome. ¥: 
obesity and other Indications. with the intention of identifying and developing /\ctivc -at; 
Compounds, as such ptograrn is more fully described in the Research P\an. .,_ 

1.47 •'Research Term" means the period beginning on the Effective Date and ending 
on the 2nd anniversary ofthe Effective Date. as such period may be extended if the Research 
Program is extended in accordance with Section 2.13, or earlier terminated on early termination 
of this Agreement or the Research Program in accordance with Article l l. 

1.48 "Selected Compound" means any Active Compound. up to a maximum of filly >t--
(50) compounds. that has been selected by J&J as prov ided in Section 3.1 . For clari ty. all '¥ 
Development Compounds are deemed Selected Compounds. 

l.49 "Suhlicensec" means a Third Party to whom J&J or any of its Affi liates has 
granted a license or sublicense of the right io make, have made, import. offer for sale, and/or sell 
one or more Col laboration Products. 

1.50 "Territory" means the entit'e world. 
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1.51 "Term" has the meaning provided in Section 11.1. 

1.52 "Third Party" means any entity other than Arena or J&J or an Affiliate of Arena 
or J&J. 

1.53 "Valid Claim" means (a) an unexpired claim of an issued patent within the Arena 
Patents, Joint Patents or J&J Patents which has not been found to be unpatentable, invalid or 
unenforceable by a court or other authority in the subject country, from which decision no appeal 
is taken or can be taken; or (b) a claim of a pending application within the Arena Patents, Joint 
Patents or J&J Patents, which application claims a first priority no more than seven years prior to 
the date upon which pendency is determined. 

2. RESEARCH PROGRAM AND COMMITTEE STRUCTURE 

2.1 Research Overview. Commencing on the Effective Date, the Parties will each 
use Diligent Efforts to conduct the Research Program on a collaborative basis and in accordance 
with this Agreement, with the goal of discovering, identifying, synthesizing and performing 
preclinical research on Active Compounds, and with the further goal of identifying and selecting 
certain Active Compounds that are suitable for clinical development by J&J as Development 
Compounds and, if Regulatory Approval is obtained, for commercialization by J&J as 
Collaboration Products as soon as reasonably practicable. The Parties will conduct the Research 
Program in accordance with the Research Plan ( as amended or revised by the JRC from time to 
time) and subject to the oversight of the JSC. The Research Plan, among other things as further 
specified in Section 2.6, will specify the scientific direction and research activities, and allocate 
Research Program responsibilities and resources between the Parties in a manner consistent with 
this Agreement. 

2.2 Joint Research Committee. Promptly after the Effective Date, the Parties shall 
form a Joint Research Committee (the "JRC"). The JRC shall be comprised of 2 representatives 
of each Party, unless otherwise agreed to by the Parties. One member of the JRC will be selected 
to act as the chairperson of the JRC, with each chairperson acting for a term of 12 months. The 
chairperson will be selected alternately by Arena and J&J, and J&J will designate the first 
chairperson. The purpose of the JRC is to coordinate the Research efforts of the Parties and 
expedite the progress of the work being done under the Research Plan. The JRC will set specific 
Research goals, evaluate the results of the Research, discuss information relating to the Research, 
assign FTEs their responsibilities, manage resources and priorities and ensure that there is 
appropriate scientific direction for the collaboration of the Parties under the Research Plan. The 
JRC may modify the Research Plan as needed and submit it to the JSC for review and approval. 
Regardless of the number of representatives, each Party will present one consolidated view and 
have one vote. All decisions of the JRC will be made by unanimous vote, with each Party 
having one vote, except as otherwise expressly provided elsewhere in this Agreement. If the 
JRC fails to reach consensus, the matter will be submitted to the JSC for decision, subject to the 
provisions of Section 2.5. The JRC shall have meetings from time to time in person and by 
phone or video conference. 

2.3 Joint Steering Committee. Promptly after the Effective Date, the Parties will 
form a Joint Steering Committee (the "JSC'") comprised of three representatives of each of J&J 
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and Arena, unless otherwise agreed by the Parties. One member of the JSC will be selected to 
act as the chairperson of the JSC, with each chairperson acting for a term of 12 months. The 
chairperson will be selected alternately by Arena and J&J, and J&J will designate the first 
chairperson. The JSC will meet at least four times per year during the Research Term and semi­
annually during Early Stage Development or at such greater frequency as the JSC agrees. The 
JSC shall only address activities carried out during the Research Term and Early Stage 
Development. After the end of the Research Term, and once all Development Compounds have 
moved past Early Stage Development, the JSC shall cease to function until such time as another 
Development Compound enters Early Stage Development, in which case the JSC will 
recommence meetings under this Section. Such meetings may be conducted by videoconference, 
teleconference or in person, as agreed by the Parties ( except that at least one of such meetings 
per year will be conducted in person). The JSC will agree upon the time and location of the 
meetings. The chairperson or his or her designee will circulate an agenda for each meeting 
approximately one week before the date scheduled for the meeting, and will include all matters 
requested to be included on such agenda by either Party. The chairperson, or his or her designee, 
will take complete and accurate minutes of all discussions occurring at the JSC meetings and all 
matters decided upon at the meetings except that matters reflecting legal advice of counsel will 
not be included in such minutes. A copy of the draft minutes of each meeting will be provided to 
each Party by the chairperson or his or her designee within 20 days after each meeting, or as 
soon thereafter as practical, and such minutes will be reviewed by the JSC, any needed changes 
discussed and final minutes agreed to and provided to each Party by the end of the next JSC 
meeting, or as soon thereafter as practical. Within 30 days after each meeting, or as soon 
thereafter as practical, the JSC chairperson or his or her designee will provide the Parties with a 
written report describing, in reasonable detail, the status of the Research Program and all Early 
Stage Development programs, a summary of the results and progress to date, the issues requiring 
resolution, and the agreed resolution of previously reported issues. A reasonable number of 
additional representatives of a Party may attend meetings of the JSC in a non-voting capacity. 

2.4 Joint Steering Committee Functions and Powers. The responsibilities of the 
JSC will be as follows: 

(a) encouraging and facilitating communication between the Parties with 
respect to the Research Program and the development of Development Compounds in Early 
Stage Development; 

(b) reviewing and approving the Research Plan and other plans for 
accomplishing the goals and budget of the Research Program; 

(c) monitoring the progress of the Research Program and each Party's 
diligence in carrying out its responsibilities thereunder; 

(d) recommending to J&J appropriate Active Compounds for selection as 
Development Compounds; 

(e) reviewing and commenting on the Early Development Plan; 
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(t) monitoring the progress of the development program for each 
Development Compound <luring Early Stage Development and 

(g) carrying out the other duties and responsibilities described for it in thi s 
Agreement. 

2.5 JSC Decision Making. All decisions of the JSC will be made by unanimous 
vote. wilh each member hav ing one vote. except as otherwise expressly provided elsewhere in 
this Agreement. No vote of the JSC may be t~ken unless at least two ofeach Party"s 
representatives on the JSC vote. Ifafter reasonable discussion and consideration ofeach of the 
Parties· views on a particular matter before the JSC, the JSC is unable to reach a decision by 
unanimous vote on that matter, then J&J in its reasonable good-faith judgment wi ll have the final 
decision on such matter, e:,.:ccpt that in no event can J&J make such a decision on the matter 
which would have the effect of increasing Arena's payment obl igations or obl igations to conduct 
research or development activities already comemplated under this Agreement. decreasing the 
level ofJ&.1-funded FTEs of Arena ded icated to conducting the Research, requiring Arena to 
conduct Research activities beyond its existing expertise and resources. determining whether or 
not J&J has met its diligence obligations under the Agreement, or designating a compound as an 
Active Compound. For clari ty, in no event wi ll the JSC (or J&J's decision of a matter for which 
the JSC cannot reach agreement) have the authority or ability to amend or modify the 1em1s of 
1hc Agreement. which can only be amended as provided in Section 14.2. 

2.6 Research Plan. The Research Plan is agreed to by the Parties as of the Effective 
Date (in the form exchanged by the Parties by signed letter on the Effective Date), and it sets 
forth the specific research tasks to be undertaken and objectives to be achieved, the specific 
responsibilities of each Party. an<l the lotal number ofFTEs lo be devoted by each Party to the 
Research Program (subject to Section 2.7 with respect to An:na·s FTE corn1111lmenls). The JSC 
will be responsible for reviewing and .:ipproving any updates or amendments to the Research 
Plnn submitted to it by the .JRC. 

2.7 Arena Research Commitment and Performance. During the Research Tcm1, 
Arena will devote to the Research Program eight (8) Arena FTEs. subject to J&J's compliance ~ 
with its fondi ng obligations under Section 6.2. Arena shall use Diligent Efforts to ensure that the 
8 Arena FTEs devoted lo the Research carry our its obligations under the Research Program as 
specified in the Research Plan. The mix of these eight (8) F'TEs (between biology, chemistry a11d ~ 
other technical areas) to be devoted by Arena in the Research Program is as set forth in the 
Research Plan. The number ofArena FT Es devoted lo the Research Program will not be re<luced 
during the first two (2) years of the Research Term. Arena may. at its expense and at its 
discretion, devote addi tional of its FTEs to conduct work relating to the Research Program 
activities. Arena will conduct its activities under the Research Program in accordance with good 
scientific standards and practices and in compliance in all material respects with the 
requirements of applicable laws and regulations and with applicable good laboratory practices, to 
attempt to achieve its objectives efficiently and expeditiously. Arena wi ll maintain laboratories. 
offices and all other faci lities reasonably necessary to carry out the activities lo be performed by 
jt pursuant to the Research Plan. ln conformity with standard pham1aceutical and biotechnology 
industry practices and the terms and conditions of this Agreement, Arena will prepare and 
maintain, or will cause to be prepared and maintained, complete ai1d accurate written records. 
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accounts, notes. reports and data with respect to activities conducted pursuant to the Research 
Plan and. upon J&rs written request and at its expense. will send legible copies of the aforesaid 
to J&J . Arena will not be required to uncle11ake any additional efforts or expend any additional 
amollnts or resources in conducting the Research Program other than devoting the number of 
FTEs to the Research Program as set forth in the Research Plan ( ~ighl (8) PTEs fo r the initial -,:--
Research Term). Notwithstandi ng the foregoing. Arena shall. at its sole cost, supply any 
research reagents, sim ilar materials and any standard laboratory e1~uipment currently owned by 
Arena (and any replacements thereto) that it needs to cnrry out its duties under the Research 
Plan, but any needed additional capi t~l equipment or other extraordinnry expenses. to the extent 
that the .JRC has discussed and agreed on the need for such equipment or expenses and the 
Research Plan contemplates Arena acquiring such equipment or incurring such expenses. shall 
be paid for by J&J (or otherwise by the Parties if they so agree). except thar if Arena makes an 
Early Development Election under Section 3.6, then J&J will only be responsible for payment of ~ 
50% ol' the cost of nny such additional capital equipmtnt or 50% 1::if such expenses relating to ~ 
such Eudy Stage Development act,vities if the JSC so approves UJ!'lan imously. 

2.8 .l&J Research Commitment and Performance. During the Research Term, 
J&J will devote to the Research Program such numher ofJ&J FTEs as are necessary for J&J to 
fu lfill its obligations under the Research Plan. J&J will be responsi ble for the payment of all 
costs and expenses for the FTEs and other activities it undertakes in conducting its 
responsibil ities under 1he Research Plan. J&J will conduct its acti vities under the Research 
Program in accordance with good scientific standnrds and practices and in compliance in all 
material respects with the requirements of applicable laws and regulations nnd with applicable 
good laboratory practices, to attempt to achieve its objectives efficiently and expeditiously. J&J 
will matntain laboratories. offices and all other faci lities reasonab ly necessary to carry out the 
activities to be performed by it pursuant to the Research Plan. In conformity wilb standard 
phannaceutical and biotechnology industry practices and the terms and conditions of this 
Agreement. J&J will prepare and maintain. or wi ll cause to be prepc1red and maintained, 
complete and accurate written records. accounts, notes. reports and data with respect to activities 
conducted pursuant to the Research Plan and, upon Arena ·s VvTittt:n request and at its expense, 
will send legible copies of the aforesaid to Arena. J&J shall. at its sole cost, supply any research 
reagents and simi lar rmiterials and any needed capital equipment or other materials to carry out 
its duties under the Research Plan. 

2.9 Research Reports. Each Party wi ll keep the other informed as to all progress 
achieved and results. discoveries and technical developments made in the course of perfonning 
activities under the Research Program. Each Party wil l report to the other Party promptly after 
such Party is aware of any significant Col laboration In ventions. In addi tion, each Party will 
prepare, and distribute to all members or the JSC no later than 10 days prior to the next JSC 
meeting, a reasonably detailed written summary report. in such form and format and setting forth 
such information regarding the results and progrtss of perfo1mance of the Research Program as 
determined from time to time by the JSC. Each Party \\ri ll identif:y in each such written summary 
rcpo11 summari,es ofall material Collaboration Inventions made. discovered or deve loped. 
Nothing herein wi ll require ei ther Party to disclose information received from or generated for a 
Third Party that remains subjec1 to honafide confidentiality obligati ons to such Third Party. 
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2.10 Subcontracts. Arena may not perform any of its obligations under this 
Agreement through one or more subcontractors or consultants, without the prior written approval 
of J&J, such approval not to be unreasonably withheld,provided that Arena will have the right to 
use such ·subcontractors and consultants as it selects, with J&J being deemed to have approved 
without prior Arena request, for conducting its development activities under an Early Stage 
Development program for which Arena has made an Early Development Election under Section 
3.6(a). If Arena has the approval to use a subcontractor or consultant, then Arena may perform 
its obligations under this Agreement through that consultant or subcontractor, provided that 
(a) none of the rights of either Party under this Agreement are, to the knowledge of Arena at the 
time, diminished or otherwise adversely affected as a result of such subcontracting, and (b) the 
subcontractor undertakes in writing obligations of confidentiality and non-use regarding 
Confidential Information which are substantially the same as those undertaken by the Parties 
pursuant to Article 10 hereof. In the event Arena performs any of its obligations under the 
Research Plan through a subcontractor, then Arena will be responsible at all times for the 
performance and payment of such subcontractor. 

2.11 Technology Transfer. Commencing promptly after the Effective Date and from 
time to time thereafter during the Research Term, Arena will disclose to J&J such Arena 
Technology as Arena reasonably determines is directly useful for J&J to perform its tasks under 
the Research Program and to exercise the licenses granted to J&J under Article 5 hereof. 
Commencing promptly after the Effective Date and from time to time thereafter during the 
Research Term, J&J will disclose to Arena such J&J Technology as J&J reasonably determines 
is directly useful for Arena to perform its tasks under the Research Program and to otherwise 
exercise the licenses granted to Arena under Article 5 hereof. During the Term, Arena will 
provide J&J with reasonable technical assistance relating to the use of the Arena Technology by 
J&J solely to the extent permitted under the license granted to J&J under Article 5. During the 
Term, J&J will provide Arena with reasonable technical assistance relating to the use of the J&J 
Technology by Arena solely to the extent permitted under the license granted to Arena under 
Article 5. 

2.12 Materials Transfer. In order to facilitate the Research Program, either Party 
may provide to the other Party certain biological materials or chemical compounds Controlled by 
the supplying Party, including Active Compounds or other compounds for testing against 19AJ, 
(collectively, the "Materials'~ for use by the other Party in furtherance of the Research Program. 
For the avoidance of doubt, it is agreed that only those Materials comprising Arena Technology 
or J&J Technology will be disclosed under the foregoing, and all such Materials will be used by 
the other Party only as permitted under the applicable license rights granted under Article 5 and 
subject to all the other restrictions and obligations under this Agreement. Except as otherwise 
provided under this Agreement, all such Materials delivered to the other Party will remain the 
sole property of the supplying Party, will be used only in furtherance of the Research Program in 
accordance with this Agreement, will not be used or delivered to or for the benefit of any Third 
Party except as otherwise permitted under this Agreement without the prior written consent of 
the supplying Party, and will be used in compliance with all applicable laws, rules and 
regulations. The Materials supplied under this Agreement must be used with prudence and 
appropriate caution in any experimental work because not all of their characteristics may be 
known. Except as expressly set forth herein, THE MATERIALS ARE PROVIDED "AS IS" 
AND WITHOUT ANY REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, 
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INCLUDING WlTHOUT LIMITATION ANY IMPLIED WARRANTY OF 
MERCHANTABILITY OR Of FITNESS l<OR ANY PARTICULAR PURPOSE OR EXCEPT 
AS OTHERWISE PROVIDED IN THIS AGREEMENT ANY WARRANTY THAT THE USE 
OF THE MATERIALS WILL NOT INFRINGE OR VIOLA TE ANY PATENT OR OTHER 
PROPRIETARY RIGHTS OF AN Y THlRD PARTY. 

2.13 Research Term Extcnsion(s). At .l&J's oplion, exercisable by written notice to 
Arena given no less than 90 days prior to the 2nd anniversary of the Effective Date. J&J may 
extend the Research Term by one full year until the 3rd anniversary of the Effective Date. In the 
event ofsuch extension, Arena wil l devote to the Research Program eigh t FTEs funded by J&J ~ 
during such additional year of the Research Term. or such other numbeT of FfEs funded by .l&J 
as the Parties may agree at that time in writing, subject to J&J's compliance with its funding 
obligations (i ncluding any modification to the per FTE rate) as provided in Section 6.2. Upon 
such extension, the JRC ,i\lill promptly meet and amel'H.l the Researc.:h Plan as appropriate Lo cover 
the Research Program work to be conducted during the extension period. Any additional 
extensions to the Research Program would be on such terms as agreed to in writing by the Parties 
at the time ofany such extens ion. 

3. DEVELOPMENT OF DEVELOPMENT COMPOUNDS 

3.l Selection of Sclcdcd Compounds. At any time prior to the first anniversary of 
the end of !he Research Term, J&.I may by written notice lo Arena select a particular Active 
Compound as a Selected Compound. up to a rna,dmum of a total of lifty (50) Selected l/: 
Compounds. 

3.2 Development of Compounds. In order for J&J or its Affiliates to initiate 
development of any Active Compound, J&J or its Afli liate will first: (a) have selected such 
Active Compound a8 a Selected Compound (which selection must have occurred in any event, as 
provided in Section 3.1, prior to the first anniversary of the end of the Resenrch Term), and (b) 
provide written notice to Arena of the occurrence of Drug Evaluation Acceptance with respect to 
such Selected Compound and thereby noti fy Arena of J&J's selection of the compound as a 
Development Compound. J&J will use Diligent Efforts to effect Drug Evaluation Acceptances 
of such number of Development Compounds as is commerciall y reasonable, as soon as practical. 
The .JSC may also from t ime to time recommend that J&J select a particular Active Compound 
as a Selected Compound and as a Development Compound. J&J will consider any such 
recommendations in good faith, but the decision to select a particular Active Compound as a 
Selected Compound and to effect a Drug Evaluation Acceptance as to such Selected Compound 
will be made by J&J in its sole dis(:retion, subject lo its compliance with its diligence obligations 
under this Section and Section 3. 7. Subject to the terms and conditions of this Agreement J&J 
wi ll control and be responsible for the worldwide development and for obtaining Regulatory 
Approvals of Oevelopment Compounds. including all pre-clinical work necessary to prepare and 
file JNDs covering the Development Compounds (other than such work that is covered by the 
Research Plan), the planning and conduct of clinicul trials and related studies of Development 
Compounds. the worldwide supply of Devdopment Compounds in appropriate formulations and 
packaging for use in development through Regulatory Approval and the planning. filing and 
prosecution ofapplications for Regulatory ApprovaL J&J will use Diligent Efforts to conduct all 
the tasks and meet on a timely basis nil the objectives and milestones under each Development 
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Plan. At .r&J 's request and expense. Arena will use reasonable efforts lo contribute support in 
the area o f clinical development to supeort .J&J"s development of Development Compounds. any 
sucl1efforts to be fu lly paid 1hr by J&:.J. including Arena ·~ FTE ra .es and any additional out-of-
pocket costs. J&J wil I e ntSP,Onsi ble for I O()j(p ur tht: entire ev oi lopmen Cost~ for 

+ 
3t' 

implementing, and conducting each Early Development Plan, exce,pt as otherwise provided in 
Section 3.6. and for itnplementing and tonducting each Late Stage Development Pl an. 

3.3 Early Development Plans. Promptly after J&J (or its Affiliate) selects i.i 
Development Compound, J&J will prepare an Early Development. Plan for such Development 
Compound. which shall be submitted to the JSC for review and comment. Each such Early 
Development Plan will set forth the speci fie pre-clinical tasks to be undertaken and objecti ws to 
be ach ieved in order to prepare and fi le INDs covering such Deve.lopment Compound. the initial 
clinical plan and regulatory strategy for the Development Compound thro ugh Phase Ila Cl inical 
Trials, and the ti'mel ine and hu<lget for such development. Each s1uch Early Development Plan 
will he considered in good faith by the members of the JSC at the meeting, with at least 2 
members of each Party voting at such meeting. J&J will be rcspo1nsible fo r conducting all the 
work under each such Early Development Plan, except as otherwise provided in Section 3.6, and 
subject to the assistance of Arenn as contemplated in Section 3.2 nnd to the possibility the JSC 
may agree to allocate certain specific development tasks to Arena .. as agreed between the Parties 
ut the time, which tasks would be fu lly funded by J&J. The .JSC wil l be responsible for updating 
and amending each Early Development Plan at least quarterly. bai;ed on the progress and results 
of lhe applicable development program. and any relevant progress and results from development 
of Development Compounds. For purpose ofassisting the Arena members of the JSC in their 
function to review and comment on the Early Development Plans .. J&J wi ll provide Arena a new 
Development Report (as defined in Secti on 3.5 belo w) at least IO days prior to a JSC meeting. if 
the most recent prior Development Report would be more than 75 days old as of the date of such 
JSC meeting. 

3.4 Late Stage Development Plans. for each Development Compound that has 
entered Phase Ilb clinical trials. J&J shall prepare a Late Stage De:velopment Plan for such 
Development Compound, which it shall submit to Arena for review and comment. Each such 
Late Stage Development Plan will set forth the cl inical plan and regulatory strategy for the 
Development Compound tbrough completion ofa ll clinical trials c!xpected to be needed to seek 
Regulatory Approval of a Collaboration Product containing the applicable Development 
Compound. the regulatory strategy for seeking such Regulatory Approvals, and the timeline and 
budget for such Development Compound. It is anticipated the J&J ,.vill be responsible for 
conducting all of the work under each such Late Stage Development Plan, subject to the 
assistance ofArena as contemplated in Section 3.2. J&J will be responsible for updating and 
amend ing each Late Stage Development Plan at least yearly. based on the progress and resu lts of 
the applicable development program. and any relevant progress and results from development of 
Development Compounds. which shall be submitted to the Arena for review and comment. 

3.S Ongoing Disclosure Regarding Development. J&J wil l keep Arena informed 
nbouL all ofJ&J's efforts to develop the Development Compounds, including all resul ts and data 
from s1,1ch development efforts. progress towards meeting all goals and milestones in each 
Development Plan, significant findings and developmen1s. any reasons for any delays in meeting 
milestones or time lines in any Development Plan, and any propos,ed changes in the plan . Such 
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disclosures will b~ made in a written report (each. a "Developme11/ Report') provided to Arena 
al leasr once.semi-annually. or more olten at J&.l 's election or as req uired in Section 3.3. 
Without limiting the generality of the foregoing. the Development Reports will contain the 
following: 

(a) Summary of development results and <lat~ including progress of initi ation 
of sites and enrollment of patients in clinical lrials and any signi ficant events occurring in the 
clinical development program, including adverse events; 

(b) filing of an IND or NOA with respect to any Development Compound in 
any jurisdiction; 

(c) initiation ofPhase I Clinicul Trials, Phase Ila Clinical TriaJs, Phase J[b 
Clinical Trials, and Phase III Clinica l Trials with respect to any Development Compound in any 
jurisdiction; and 

(d) identification orsignificnnt development resu lts and c linica l trial progress 
and Regulatory Approvals with respect to Development Compounds in any jurisdiction. 

In add ition, upon request by Arena on reusonable advance notice . .l&J shall make those of 
its employees with managerial responsibility over development of Development Compounds 
who are in fonned as to the status. results and plans of the development programs for the 
Development Compounds reasonably available (\l their respective places of employment to 
consult with Arena and answer to the best or their abil ity all or Arena's questions regarding such 
development programs. 

3.6 Arena Conduct of Early Development. 

(a) With respect to tbe ongoing J&.l deve lopment program under an Early 
Development Plan, ifJ&J does not comply with its diligence obligations under Section 3,7(a) 
with respect to such Early Developm~nt Plan, Arena may. on written notice to J&J (an "Early 
Development Election'' ), elect to assume control ofconducting the Early Stage Development of 
the applicable Development Compound under such Early Development Plan. IfArena makes an 
Early Developmen1 Election as to a particular Development Compound and its respective Early 
Development Plan, then the .ISC, and appropriate additional representatives of each Party with 
development expertise, will meet as soon as possible thereafter and agree on a transiti on plan for 
Arena to undertake the comrol of such Early Development Plan. The Parties shal l each act in 
good faith at such meeting to achieve a plan that effects a transition that is as smooth and 
efficient and quick as possible. As to such Early Development Plan. Arena shal'I immediately 
direct and control the ongoing conduct ofdevelopment of the Development Compound under the 
terms ofsuch Early Development Plan using its own resources or a combination ofArena and 
J&J resources as the Parties agree pursuant to the transition plan. 

(b) All Development Costs incurred by either Party in the conduct of any Early 
De"·elopment Plan for which Arena has made an Early Development Election shall be shared by ~ 
the ParLics on a 50/50 basis. after such election. Within 20 Business Days of the ead of each ~ 
month during which such Arena-controlled development is ongoing. each Party shall provide lo 

the other a detailed accounting of all Development Costs incurred by such Party in its conduct of 
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such development efforts in accordance with the applicable Early Development Plan(s) and 
Arena 's direction. The Parties shall therr reconcile these reports withjn 20 Business Days of th(! 
end ofsuch month. with the Party that bore less than its 50°10 share of the total of such .Jt-
Development Costs incurred by the Part\es during the month paying the other Party. within 20 
Business Days ofStich reconci liation. un amount so that each Party bore an equal share of such 
Development Costs. 

3.7 Developmeot Diligence. 

(a) J&J wi ll use Dilig~nt Efforts to conduct lhe development (including 
clinical trials and other studies) on Development Compouuds during Ear'ly Stage Development, 
to conduct all the tasks and meet on a timely basis all the objectives anti milestones under each 
Early Development Pinn. and in such a manner as to achieve successful conclusion of Phase 2a 
Trials of the Development Compounds in Early Stage Development as soon as practicable 
throughout the Territory where it is commercially appropriate to do so. J&J shall achieve the 
fo llowing regu latory milestone events with respect to each Development Compound by the 
''Time to Complete" dates indicated below, subject to any applicable extensions of such 
deadlines as provided in the follow1 ng (lhe "' Diligence Milestones·:): 

Di li gence Mi lestones Time to Complete 

I . Provide First dose to fifth patient Within twenty-fo ur (24) months from Drug 
or vo lunteer in Phase I Cl inicul TriaJ Eva] uation Acceptance of a Development 
ofa Development Compound Compound. 

2. Provide first dose to fifth patient Within twenty-four months (24) of 
in Phase lla Clinical Trial ofa achieving Milestone 1. 
Development Compound 

(b) If. notwi thstanding J&rs exercise of Diligent Efforts. J&J is materially 
delayed in its ability to pursue Early Stage Development of a Development Compound due to 
matters outside of its control (Stieb a..s delays imposed for the reason set forth below). and such 
delays cause J&J lo be unable to meet one of the above milestones by the applicable deadline 
date, then J&J may notify Arena of the specific delay and the causes ofsuch delay. Arena and 
J&J shall then discuss the matter in good faith and agree in writi ng on a reasonable extension of 
the appli cable deadline (and, ifappropriate. reasonable extensions of the subsequent deadlines if 
any) for a period reasonably suft1cient lo resolve the problem. including if necessary as needed to 
identifying a substitute Development Compound. Without limitation, the following are 
examples of the types of situations in which .l&J shall be entitled to seek such extension: lf J&J, 
alter Drug Evaluation Acceptance ofa Development Compound. initiates development of GLP 
synthesis. toxicology studies. ADME studies. fo rm ulation or Phase I Clinical Trials ofa 
Development Compound, and Stich Development Compound fai ls in such development or is 
delayed in such development activities, either (i) for reasons that are ol1t of J&J"s control and 
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could not reasonably have been anticipated, or (ii) because of unanticipated new or different 
requirements imposed by a regulatory agency. 

(c) If the Parties disagree as to whether J&J is entitled to an extension of the 
Time to Complete for any Milestone specified in the above table, or cannot agree on the length 
of a reasonable extension, then upon the written request by either Party such shall be resolved in 
accordance with Article 13. However, notwithstanding any other provision of Article 13, the 
arbitration shall be concluded within sixty (60) days after the Panel of Arbitrators has been 
appointed in accordance with Section 13.2, and the time periods recited in Section 13.2 shall be 
reset accordingly to achieve the sixty ( 60) day completion date. After the commencement of 
Phase Ila Clinical Trials for a particular Development Compound, J&J's diligence obligations as 
to such Development Compound shall be that specified in the first sentence of Section 3.7(a) and 
in Section 3.7(e). 

(d) If in conducting Early Stage Development of a Development Compound, 
J&J fails to meet any Diligence Milestone by the applicable deadline for such development 
program (as such deadline may be extended by written agreement of the Parties), then Arena 
may elect to proceed under Section 3 .6 above. IfJ &J otherwise is not exercising Diligent Efforts 
in Early Stage Development, then Arena may submit the matter for resolution under the 
provisions of Article 13. 

(e) J&J will use Diligent Efforts to conduct the development (including 
clinical trials and other studies) of Development Compounds during Late Stage Development, in 
such a manner as to obtain Regulatory Approval of Collaboration Products as soon as 
practicable, in each country and regulatory jurisdiction throughout the Territory where it is 
commercially appropriate to do so. IfArena believes that J&J is not complying with the above 
diligence obligations, then Arena may submit the matter for resolution under the provisions of 
Article 13. 

3.8 Regulatory Matters. J&J will have the sole authority and responsibility, at its 
cost and expense, but subject to the following terms, for all regulatory matters relating to 
conducting clinical trials on Development Compounds and seeking and obtaining Regulatory 
Approvals, including: (a) filing, maintaining and updating any INDs and NDAs for Development 
Compounds and Collaboration Products (as applicable), (b) reporting all adverse drug experience 
events and serious adverse drug experience events, to the extent required and on the applicable 
report forms, to the FDA and/or other appropriate governmental or regulatory authorities, ( c) 
submitting or filing with the FDA the required product labeling and related marketing materials 
for Collaboration Products, and ( d) handling medical and technical complaints and disputes with 
the FDA, patients and physicians regarding any Collaboration Product. J&J (through the JSC, if 
it is still meeting) will consult with Arena in all stages ofplanning for and seeking INDs and 
Regulatory Approvals and in preparing NDAs for the Collaboration Products throughout the 
Territory. J&J will provide Arena with regular reporting on the status and progress in its efforts 
to obtain INDs and Regulatory Approvals, and of any material communications with the FDA. 
Arena will report in writing to J&J within five calendar days (and within 24 hours in the case of 
the death of or serious injury to a subject or patient taking a Collaboration Product) any 
information that comes into Arena's possession relevant to J&J's responsibilities under this 
Section 3.8 and will provide J&J with such assistance as is reasonably requested by J&J from 
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time to time to perform its responsibilities under this Section 3 .8, provided that the actual 
internal and external costs of Arena associated with such assistance will be reimbursed by J&J. 

3.9 Product Recalls. J&J (and its Affiliates and Sublicensees, as applicable) will 
have sole authority over and responsibility for any and all proposed, recommended or required 
recalls of Collaboration Products throughout the Territory. 

4. COMMERCIALIZATION OF COLLABORATION PRODUCTS 

4.1 Exclusive Commercialization Rights. J&J will use Diligent Efforts to seek to 
obtain Regulatory Approval of Collaboration Products as soon as practicable, in each country 
and regulatory jurisdiction throughout the Territory where it is commercially reasonable to do so. 
Subject to the foregoing, and to the other terms and conditions of this Agreement (including 
Section 3.6), J&J will have the sole decision on the Development Compounds (if any) it will 
include in Collaboration Products for which it files regulatory applications seeking Regulatory 
Approvals, and will control and have exclusive rights over the worldwide commercialization of 
all approved Collaboration Products, including the worldwide supply of Collaboration Products 
for use in all such commercialization activities. J&J will be solely responsible for all costs and 
expenses in the commercialization of Collaboration Products. 

4.2 Commercial Diligence. For each Collaboration Product that achieves Regulatory 
Approval in a particular country or jurisdiction, J&J will use Diligent Efforts to commercialize 
and sell the Collaboration Product in such country or jurisdiction. If Arena believes that J&J is 
not complying with the above diligence obligations, then Arena may submit the matter for 
resolution under the provisions of Article 13, including Section 13.4. 

4.3 Commercialization Efforts Reporting. J&J will keep Arena informed about all 
of J&J's efforts to commercialize the Collaboration Products, including summaries of J&J's (and 
its Affiliates' and Sublicensees') global marketing plans (as updated), progress towards meeting 
the· goals and milestones in the global marketing plan, significant developments in the 
commercialization of the Collaboration Products, any reasons for any deviations or variances 
(either in time or in sales or other numerical figures) in meeting sales projections, milestones or 
timelines in any such global marketing plans, and any proposed changes in the marketing plans. 
Such disclosures will be made in a written report ( each, a "Marketing Report') provided to 
Arena at least once every six months while Collaboration Products are being sold anywhere in 
the Territory. 

Upon request by Arena on reasonable advance notice, J&J shall make those of its and its 
Affiliates' employees with managerial responsibility over promotion, marketing and sales of 
Collaboration Products who are informed as to the status, results and plans of the 
commercialization efforts for the Collaboration Products reasonably available at their respective 
places of employment to consult with Arena and answer to the best of their ability all of Arena's 
questions regarding such commercialization efforts and results. J&J shall also require that its 
Sublicensees make their applicable employees available to meet with Arena on the same basis as 
the foregoing. 
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5. LICENSES AND RELATED RIGHTS AND OBLIGATI0NS 

5.1 License Grants. 

(a) By Arena. 

(i) Research License. Subject to the terms and conditions of this 
Agreement, Arena hereby grants to J&J and its Affiliates, during the Research Tenn and for one 
year thereafter, a co-exclusive, worldwide, royalty-free license, without the right to sublicense, 
under the Arena Know-How, the Arena Research Patents and Arena's interest in the Joint 
Patents solely to perform J&J's obligations under the Research Plan to seek to identify and to 
conduct research on Active Compounds. 

(ii) Development License. Subject to the terms and conditions of this 
Agreement, Arena hereby grants to J&J an exclusive (even as to Arena, except for Arena's rights 
as provided in Article 3), worldwide, royalty-free license, with the right to sublicense to J&J 
Affiliates, under the Arena Technology and Arena's interest in the Joint Patents solely to conduct 
development on Development Compounds, and to make, have made, and use such Development 
Compounds as needed for such development efforts. J&J will at all times be responsible for the 
performance of its Sublicensees and Third Party contractors under this Agreement. 

(iii) Commercialization License. Subject to the terms and conditions 
of this Agreement, Arena hereby grants to J&J an exclusive (even as to Arena), worldwide, 
royalty bearing license, with the right to sublicense, under the Arena Know-How, Arena 
Commercialization Patents and Arena's interest in the Joint Patents to make, have made, use, 
sell, offer for sale, and import Collaboration Products in the Field of Use. J&J will at all times 
be responsible for the performance of its Sublicensees and Third Party contractors under this 
Agreement. 

(b) By J&J. Subject to the terms and conditions of this Agreement, J&J 
hereby grants to Arena and its Affiliates, during the Research Tenn, a non-exclusive, worldwide, 
royalty-free license, without the right to sublicense, under the J&J Know-How and J&J Research 
Patents and J&J's interest in the Joint Patents solely to perform Arena's obligations under the 
Research Plan and for Arena to conduct such development of Development Compounds as is 
permitted or allocated to Arena under the terms of Article 3. Subject to the terms and conditions 
of this Agreement, J&J hereby grants to Arena and its Affiliates, commencing on the first 
anniversary of the end of the Research Tenn and continuing thereafter, the exclusive, worldwide, 
fully-paid, royalty-free license (with full rights to sublicense) under the J&J Technology and 
J&J's interest in the Joint Patents solely to make, have made, use, sell, offer for sale, and import 
products containing any Active Compound that is not a Selected Compound. For clarity, the 
foregoing excludes any rights with respect to all Selected Compounds and all Collaboration 
Products, which rights are retained exclusively by J&J (except as otherwise provided in Article 
11). 

5.2 Retained Rights; No Implied Licenses. Arena hereby expressly reserves the 
right to practice, and to grant licenses under, the Arena Technology and under its interest in the 
Arena Joint Patents (as defined in Section 8.1) for any and all purposes other than the specific 
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purposes for which J&J has been granted an exclusive license under Section 5.l(a)(ii) or (iii). 
J&J hereby expressly reserves the right to practice, and to grant licenses under, the J&J 
Technology and under its interest in the J&J Joint Patents (as defined in Section 8.1) for any and 
all purposes other than the specific purposes for which Arena has been granted a license under 
Section 5 or Section 11.6(b ). No right or license under any Patents or Information is granted by 
either Party or will be granted by either Party by implication. In particular, but not in any way 
limiting the foregoing, no right or license is granted to a proprietary compound that is not an 
Active Compound, or under any Patent claim that claims specifically the composition of matter 
of such proprietary compound, even if there is by a claim in the Arena Patents or J&J Patents 
that claims the combination of such proprietary compound with an Active Compound as a 
combination. The only rights and licenses granted by one Party to the other under this 
Agreement are or will be granted only as expressly provided in the other terms of this 
Agreement. J&J covenants that J&J and its Affiliates will not practice any of the Arena 
Technology except as expressly permitted under Section 5.1. Arena covenants that Arena and its 
Affiliates will not practice any of the J&J Technology except as expressly permitted under 
Section 5.1 or Article 11. Notwithstanding anything to the contrary, J&J and its Affiliates will 
not have the right to grant sublicenses under any rights granted under this Agreement to any 
Active Compounds unless and until the particular Active Compound has been selected as a 
Selected Compound and Development Compound and has commenced Phase I clinical trials. 
For clarity, commencing on the first anniversary of the end of the Research Term and for all 
times thereafter during the Tenn of the Agreement, J&J and its Affiliates and Sublicensees will 
not have any rights to any Active Compounds that are not Selected Compounds, and all rights in 
Active Compounds that are not Selected Compounds will revert to and will be held exclusively 
by Arena (and/or its subsequent licensees or successors). 

5.3 Exclusivity of Program. Each Party expressly covenants and agrees to the other 
Party that such Party and its Affiliates will not conduct any research or development activity, or 
license any Third Party to conduct any research or development activity, during the Research 
Term, that seeks to identify or research or develop any Active Compounds, except pursuant to 
the Research Program under this Agreement. The Parties acknowledge and agree that any 
compounds discovered, identified, acquired or in-licensed by either Party during the one year 
period after the end of the Research Term which meet the requirements of Section l .2(c)(i) and 
(ii) will be deemed to be Active Compounds to the extent such compounds are discovered or 
identified by or on behalf of the Party or its Affiliate, or otherwise become known to such Party 
or Affiliate, to meet such requirements. If either Party ( or its Affiliate) knowingly in-licenses or 
acquires a compound that meets the definition of an Active Compound prior to the first 
anniversary of the end of the Research Term, such compound shall be deemed an Active 
Compound. J&J does not in any way represent or warrant that, commencing solely after the 
end of the Research Term, a Collaboration Product developed under this Agreement will be the 
only drug that J&J will at the same time develop or commercialize for identical or similar 
therapeutic uses. 

6. FEES AND PAYMENTS 

6.1 Upfront Fee. J&J will pay to Arena a non-refundable, non-creditable upfront fee 
of seventeen million five hundred thousand dollars ($17,500,000) within 20 days of the Effective 
Date. 
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6.2 Research Funding. During the in itial Research Tenn. J&J will make research *funding payments to Arena ror t:ight FTEs per year. quarterly in rn<lvnnce, at the rate of$300,000 
per FTE per year. The first payment un<ler this Section 6.2 will be made wi thin 20 
Business Days of the Effective Date and each subsequen t paymernt wi ll be made on the fi rst day 
ofeach Calendar Q uarter during the Research Term (with the first and last such p.:iyments being 
a<lj usted pro rata in proportion to: (i) the number of days from the Effective Date to the end of 
2004, and (ii) the number of days from the beginning of the Calendar Quarter in which the 
Research Tem1 ends, until the en<l of the Research Tem 1. rcspec.ti vely). Any commitment by 
A rena ofmore than eight (8) FTEs to the Researc h Program durirng the Research Tenn will be Jr 
subject to negotiation by the Parries and require the mutual w ritten agreement of t he Parties. l f 
J&.I ext4;":nds the Research Tenn for one additional year beyond the second anniversary o f the 
Effective Date pursuant to Section 2.13. then the FTE rate fo r researc h funding payments for 
such ex tended tem1 beyond the second anniversary will be increased by an amount equivalent to 
the change, on a percentage basis, in the Bureau of Labor Stat istics Consumer Price Index fo r a ll 
Urban Consumers that has occurred between the Effective Date arnd the second anniversary 
thereof. Research funding payable lo Arena by J&J for Arena FTEs devoted to the Research 
Program for any subsequent extensions of the Research Program will be subject to negotiation by 
the Parties and require the mutual written agreeme nt of the Partie:s. 

6.3 Milestone Payments. 

(a) For each Development Compound or Collaboration Prod uct (as 
applicable), and except as otherwise provided in subseciions (c) and (t) below~ J&J will pay to 
Arena, within 20 Business Days following the first occurrence of a Milestone Event listed below 
with respect to such Development Compound or Collaboration Product (whether such mil estone 
event is achieved by J&J, its Affi liate or any of their respective Sublicensees), the milestone 
pnyment appl icable to such Mi lestone Event as set forth below. 
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Milestone Event 

1. Acceptance of Active Compound as Development 
Compound by Drug Evaluation Acceptance 

2. First administration of Development Compound to the 
fifth human subject in a Phaser Clin ical Trial 

3. First administration of Development Compound to the 
fifth human subject in a Phase Ila Clinical Trial 

4. First administration of Development Compound to the 
fifth human subject in a Phase llh Clinical Trial 

5. First administration of Development Compound to the 
fifth human subject in a Phac:;e 111 Clinical Trial 

6. first acceptance for filing ofNOA for product containing 
Development Compound by the FDA in the United States 
or equivalent in an EU Major Market Country 

7. First regulatory approval of Col\aborntion Product 
containing Development Compound for sale in the United 
States 

8. First regulatory approval of Col labomtion Product 
containing Development Compound for sale in an EU 
Major Market Country 

9. First regulatory approval ofCollaboration Product 
containing Development Compound for sale in Japan 

,-

10. First achievement of worldwide annual Net Sales of 
$ 1,000.000.000 of the Collaboration Product containing 
the Development Compound 

11. First achievement of worldwide annual Net Sales of 
$2.000.000,000 of the Collaboration Product containing 
the Development Compound 

Milestone Payment 

$2.500,000 

$5.000.000 

$5.000,000 

$ 15.000.000 

$20.000.000 

$20.000.000 

$30.000.000 * 
$20.LlOO.OUO 

$ 15.000,000 

$50.000,000 

$50,000,000 

(b) In the event that .J&J (or its Affiliate or Sublicensee) achieves one of the 
Milestone Events numbers 3 through 9 set forth in subsection (a) above in developing a 
particular Development Compound for an Indication (and, consequently, has the obligation to 
pay Arena the associated milestone payment under subsection (a)), and J&J (or its Affiliate or 
Sublicensee) then (or simultaneously) achieves such Milestone Event in developing the 
Development Compound for a different Indication, then, within 20 days following the first 
occurrence of such Milestone Event in developing the Development Compound for such 
different Indication. J&J will pay Arena a milestone payment equal to 50% of the milestone 
payment applicable to such Milestone Evenl as set forth in the table in subsection (a) above. If 
J&J (or its Affiliates or Sublicensecs) is developing a particular Development Compound for 
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more than one Indication, then the milestone payments for the second Indication {in addition to 
milestone payments for the first lndic.;c:1tion) become clue and payable to Arena wi1hi n 20 days of 
the occurrence of the appl icable Milestone Event with respect lo the second fnd ication. 

(c) If the development of u Development ComJPound is abandoned after one 
or more of the mi lestone payments under Section 6.3(a) has been made (such Developmc:nt 
Compound, the "Disco1tti11uetl Compo1111d"), and J&J (or its AJliliate or Sublieensee) then 
commences and conducts development of another Development Compound in a development 
program pursuing the same Indication (which development program may also include one or 
more different lndications) as was being pursued in the development program for the 
Discontinued Compound (such replacement Development Compo,und, the ··Replacement 
Compoumr), then only those milestone payments under this Section 6.3 that were not 
previously made with respect to such Discontinued Compound wi II be payable with respect to 
achievement by the Replacement Compound of Milestone Events as provided above. For clarity. 
there can be only one Replacement Compound with respect to a Discontinued Compound at any 
one time. 

(d) For purposes of the Mi lestone Events in subsection (a) above, acceptance 
for filing of the applicable regulatory approval application and regulatory approval by 1he 
applicable pan-European Union regu latory authority will be deemed to nieet the applicable 
Milestone Events (i.e., numbers 6 and 8. respectively) in an " EU Major Market Country". 

(e) In the event a Milestone Event is achieved !(either under subsection (a) or 
subsc:ction (b) above) with respect to a partictdar Development Compound. all prjor Milestone 
Events (in the applicable subsec ti on) will be deemed to have been concurrently ac.;hicved. and to 
the extent payment for any such prior Milestone Event has not been made, J&J within twenty 
(20) Business Days will pay Arena for any such Milestone Events; deemed to have been 
achieved. 

(t) For clarity. ifJ&J deve lops a Collaboration Product in one or more 
different dosage forms or formulations. J&J will owe milestone pHyments only for the fi rst 
achievement of the applicable Milestone Events above (including the payments for the first 
achievement of the appli cable Milestone Events fo r a second Indication if applicable) for such 
Collaboration Products. 

6.4 Royalties. J&J wi ll pay 10 Arena royalties on Net Sales wher~ the roynJty rate is 
determined based on the aggregate amount ofNet Sales in the Ten-itory occun-ing in the 
particular calendar year as follows: 

(a) Ten percent ( I 0%) ot the Net ~ales occurriing in the calendar year, until * 
the aggregate amount of such Net Sales equals $ 1.000.000,000: )if: 

(b) l'welve percent ( 12'!1,1) or that portion or the Net Sales occurring in the lit' 
calendar year that is greater than $ J.000.000.000 and js less than or equal to $2.000.000.000: and ~ 

(c) Fifteen percent ( 15%) of al l Net Sales occu n-ing in the ca lendar year tbat ~ -
are greater than $2,000.000,000. ~ 
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6.5 Royn lty Term for Collabonltion Products. As lo sales of a p:irticular 
Collaborati on Product in a country. th~ royalty payments specified in Section 6.4 wi ll be owed 
and payable for nil sales of the Collaboration Product in such cow1try occurring during the period 
(the "Royalty Term ..) commencing on tile first Commercial Sale of the Collaboration Product in 
such country and ending upon thl! later of: (a) IO years after the elate of first Commercial Sale of 
the Collaboration Product in such country occurring after Regulatory Approval of marketing and 
sale in the country. and (b) the expiration of the last to expire (taking into account any applicable 
extension period) of the Arena Patents. Joint Pa1ents or J&J Patents in such country containing a 
Valid Claim that claims the Collabor..uion Product or its manufactu re or use. 

6.6 Royalty Offsets. Royalties on Net Sales of a Collaboration Compound in a 
particular country shall be p;iid ut the applicable rate set forth in Section 6.4 during the spcci fie 
Royalty Tenn. except that such rote may he adjusted as provided below: 

(a) J[. in a given country during a calendar qt1arter for which royalties are 
being calculated under Section 6.4 for a parti ~ulor Collaboration Product. Market Co111petltio11 
(as defined be low) exists for such Colluborntion Product in such country, then the royalty rate 
applicable to the sales of the Collaborutior\ Product in such country during such quarter ~hn ll he Jk 
reduct:Ll b) 50%. As used herein. ·'Ma,'ket Competition'' means, a1s to a Collaboration Product. *' 
that J&J has provided Arena with competent written evidence (based on commercially-ava ilable 
market research data such as IMS) that another product (which is not a Collaboration Product} 
competitive wi th suth Colluborruion Product is being lawfully marketed and sold by a Thi rd 
Party (which is nut a Sublicensee) in the country at the applicable time. and such produl:t 
contains as an active ingredient the Development Compound which is in the Co1lt1bmation 
Product. and the sales ofsuch competitive product (in units sold) iin such quaner in the country 
exceed~ thirty p~rcent (30%) of the tuta l aggregate sales (in units :so ld) of such 1.:ompetitive 
product combined with sales of the Collaboration Product in such country during such quarter; 
provided that Arena may dispute the claim by .l&J that Market Competition exists. by written 
notice within 45 days of J&J providing. the abuvc evidence. which dispute will be resolved under 
the tem1s of Article l3. 

(b) If J&J is requ ired 10 mak1: royally payments, based on the sales of a 
particular Collaboration Product. to aThird Party under a patent liicense granted to .1& .l under a 
patent controlled by the Third Party that claims the Development Compound in the Collaboration 
Product or its use or its manufacture. then J&.I may credit, against royal ty payments otherwise 
due to A reno under Section 6.4 fo r sales ofsuch Collaboration Product, liliy percent (50%) o l" ':f 
the amount of the royalty paym1.: nts pnid by J&.I to the Third Party based on such sales. bu\ :Y. 
subject to the limitation in sub clause (c) below. J&.J will use Diliigent Efforts to minimize the 
amount of any such royalty payments to a Third Party. and in part icular, J&J is not pennittcd 
take a license under the Third Party patent where such license grants rights to products other than 
the Collaboration Products. or where .l&J is obtaining rights unde1r other intellectual property of 
the Third Party. unless the amounts payable by J&.1 for such license rights are equitab le across 
al l the rights granted to J&J and <ire not biased lo\vards payment oibligations with respect to sales 
of the Collaboration Products. 

(c) In no event will the amount of royalties payable to Arena by .1 &.1. for the 
sales in a country of a Collaboration Product in a cot111try during a specific royalty period, be 
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reduced by the operation of this Section 6.6 by more than 50°-'o o l' thc amount that would 
otherwise be owed by .l&J under Section 6.4, absent app\ication of this Section 6.6. 

7. l'AYMENT; RECORl>S; AUDITS 

7.1 Payment; Reports. Within twenty (20) Business Days after the end of each 
Calehdar Qum1er for which royalty fees are payable by J&.I to Arena wi th respect to Net Sales 
pursuant to Section 6.4 . .J&J shall submit to Arena a report, on a country by country basis. 
providing in reasonable detail an account ing of all Net Sales (including an accoun ting or all unit 
sales of Product) made during such calendar quarter and the calculation of such applicable 
royalty fees under Section 6.4. Wrthin fo11y (40) Business Days after the end of each Calendar 
Quarter tor which royalty Ices are payable by J&J to Arena. J&J shall pay Arena all royalties 
payable by it under Section 6.4 by wi re transfer . .J&l wi ll pay Arena royalties on Net Sales of 
each Collaboration Prnduct invoiced by J&J, its Affi liates and their respecti ve distributors and 
Sublicensees at the rates shown in Section 6.4. 

7.2 Exchange Rate; Manner and Place of Payment. AJI payments to be made by 
J&J to Arena shall be made in U.S. Dollars, to an Arena bank account able to receive U.S. 
Dollars. Royalty fee payments by J&J to Arenn shall be converted to U.S. Dollars in accordance 
with the followj1)g: the rate of currency conversion shall be calculated using a simple average of 
mid-month and month-end rates as published by Brown Brothers Harriman. 59 Wall Street~ NY, 
NY 10005 (or such other conversion rate as the Parties agree in writing in the event such rates 
are not avai lable) , 

7.3 Tax Matters. 

(a) J&J Pavments to Arena Without Withholding. J&J wi ll m:ike all 
payments to Arena under this Agreement without deduction or withholding for Taxes except to 
the extent that any such dednction or wi thholding is required by law in effect at the time of 
payment; provided that J&J shall use-commercinl ly reasonable efforts to minimize any such 
required deductions or withholdings to the extent peJ111itted by applicable laws. rules and 
regulmions. 

(b) .1&.1 Payment ofTax, Any Tax required Lo be withheld on amounts 
payable under this Agreement will promptly be paid by J&J on behalf or Arena to the 
appropriate governmental authority, and .J&J will furnish Arena with proof of payment ofsuch 
Tax. Any such Tax required to be withheld will be an expense of and borne by Arena. J&J wi ll 
give notice of its intention to begin withhold ing any such Tax in ad vance and cooperate to use 
reasonable and legal efforts to reduce such Ta.'< on payments made to Arena hereunder. 

(c) Cooperation Between J&.J an<l Arena. J&J and Arena wi ll cooperate with 
respect to all documentation required by any government taxing authority or reasonably 
requested by J&J to secure a reduction in the rate ofapplicable withholding Taxes. 

(d) Arena Compensation !or .l&rs Failure to Withhold. If J&J had a duty to 
withhold Taxes in connection with any payment it made to Arena under th is Agreement but J&J 
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failed to withhold, and such Taxes were assessed against and paid by J&J, then Arena will 
indemnify and hold harmless J&J from and against such Taxes (excluding penalties), subject to 
Arena's right to dispute or protest the withholding of the Taxes, and J&J shall indemnify and 
hold harmless Arena from and against any penalties with respect to such Taxes. If J&J makes a 
claim under this Section 7.3(d), it will comply with the obligations imposed by Section 7.3(b) as 
if J&J had withheld taxes from a payment Arena.. Notwithstanding anything to the contrary in 
this Section, Arena shall not be responsible for paying to J&J any penalties attributable to any 
period between the date the withholding Taxes were first due by J&J and ending thirty (30) 
calendar days after written notice by J&J to Arena of such assessment or proposed assessment. 

(e) Tax. Solely for purposes of this Section, "Tax" or "Taxes" means any 
present or future taxes, levies, imposts, duties, charges, assessments or fees of any nature 
(including interest, penalties and additions thereto) that are imposed by a government taxing 
authority on Arena's receipt of payments hereunder. Notwithstanding the foregoing, "Tax" or 
"Taxes" shall not include charges, value-added taxes, taxes imposed on J&J's income, or 
assessments or fees of any nature ( or any interest, penalties or additions thereto) imposed by the 
FDA or any related or successor agency. 

(t) Protest. J&J shall promptly notify Arena in writing of any assessment, 
proposed assessment or other claim for any additional amount of Tax assessed by the United 
States. Notwithstanding any other provision of this Section, Arena may, at its own expense, 
protest any assessment, proposed assessment, or other claim by any governmental authority for 
any additional amount of Tax or seek a refund of such amounts paid if permitted to do so by law 
or if the payment of such amounts are its ultimate contractual responsibility under the terms of 
this Agreement. J&J shall cooperate with Arena in any protest by providing records, giving 
testimony and providing such additional information or assistance as may reasonably be 
necessary to pursue such protest. 

7.4 Audits. 

(a) Each Party, its Affiliates and Sublicensees shall keep or cause to be kept 
complete and accurate records which are relevant to any payment to be made under this 
Agreement, including without limitation, records on Net Sales and royalty calculations, and 
records relating to the milestone events covered in Section 6.3. At the request and expense of 
either Party, the other Party, its Affiliates and its Sublicensees shall permit an independent 
certified public accountant appointed by such Party and reasonably acceptable to the other Party, 
at reasonable times and upon reasonable notice, to examine such records as may be necessary to 
determine, with respect to any calendar quarter ending not more than 36 months prior to such 
Party's request, the correctness or completeness of any report or payment made under this 
Agreement. 

(b) The foregoing right of examination may be exercised only once per 12 
month period and only once with respect to any such periodic report and payment. Results of 
any such examination shall be (a) limited to Information relating to the applicable reporting and 
payment obligations, and (b) made available to both Parties. The Party requesting the audit shall 
bear the expenses of such independent certified public accountant related to the performance of 
any such audit, unless such audit discloses a variance to the detriment of the auditing Party of 
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more than live percent (5%) from the amount of the original report. or payment calculation. [n 
such cuse. the Party being audited shall bear the full cost o f the performance of such audit. 

(c) If such audit reveals that lhe audited Party, its A ffil iate or Sltblicensee has 
foiled lo accurately report information, and the resu lt was u11der pay1ncnl of amounts owed, the 
re levant Party shall promptly pay any !'ltnounts due to the i11specting Party together with interest 
on such amount. calculated from the date original ly owed at the interest rate set forth in Section 
7.5. In the event of overpayment, any amollnt ofsuch overpayment shall be fu lly creditab le 
against amount payable in subsequent periods. 

(d) Audit Disagreement. [f there is a dispute between the Parties related to 
GAAP compliance following any audit performed pursuant to this Section 7.4. either Paiiy may 
refer the issue (an "Audit Disagreement") to an independent certified public accountant fo r 
resolution. Jn the event an Audit Disagreement is submined for resol ution by either Party. the 
Part ies shall comply wi th the following procedures: 

(i) The Party submitting tht? Audit Disagreement for resolution shall provide written 
notice to the other Party that it is invoking the procedures of this Section. 

(i i) Within thirty (30) days of the giving such notice, tbe Parties shall jointly select a 
recognized intc:matiomtl accounting fi rm to act as an independent expert to resolve 
such Audit Disagreement. 

(i ii) The Audit Disagreement submi tted for resolution shall be described by the Parties to 
the independent expert, which description may be in written or oral fo rm. within ten 
(10) days of the selection or such independent expert. 

(iv) 1l1e independent expert shall render a decision on the matter as soon as practicable. 

(v) The decision of the independent expert shall be final and binding and shall not be 
subject to Article 13 hereof. unless such Audit Disagreement involves alleged fraud , 
breach of this Agreement or construction or interpretation of any of the terms and 
condiLions hereof. 

(vi) All fees and expenses of the independent expert, including any Third Party support 
staff or other costs incurred with respect to carrying out the procedures specified at 
the direction of the independent expert in connection with such Audit Disagreement, 
shall be bome by the Party against whom such expert rules. 

7.5 Late Payments. ln the event that any payment <Jue under this Agreement is not 
made when due. tl1e payment will accrue interest from the date due until paid on an annual basis 
al a rah~ of 12% per a1mum. provided, however, that in no event will such rate exceed the ~ 
maximum legally pennissjbJe annual interest rate. The payment ofsuch interest wi ll not limit 
Arena from exercising any other rights it may have as a consequence of the lateness ofany 
payment. 

* CONFll)ENT11ll TREA TMENT REQUESTED 

29, 



8. ) NTELLECHJAL PROPERTY 

8.J Ownership of lovenlions. lnventorship of all Collaboration Inventions 
conceived and/or reduced to practice will be determined in accordance with the niles of 
inven torship under United States pat~nt laws. Arena will own the entire right, litle and interest in 
and to all Coll::iboration Inventions made or discovered solely by the employees and contractors 
of Arena (or its Affi liates), together with all intellectual property rights therein, subject only to 
the license rights in such Collaboration Jnventions granted to J&J pursuartt to Section 5.1 to the 
extent such Collaboration Inventions qualify as Arena Technology. J&J will own the entire 
right, title and interest in and to all Collaboration lnvcntions made or discovered solely by 
employees and contractors of J&J (or its Affiliate or Sub licens,ee). subject only to the license 
rights in such Collaboration lnventions granted to Arena pursuum to Section 5. 1 or 11.6 to the 
extent such Collaboration Inventions qualify as J&J Technology. All Coll aboration fnventions 
that are mn<le or discovered jointly by employees or contractors of J&J (or its Affiliate or 
Sublicensee) and employees or contractors of Arena (or its Affiliates) together with any 
jntellectual property rights therein (the "Joint Inventions") shal ll be owned as follows: /\rena 
shall own the entire right, title and interest in and to all Joint Inventions that are or relate directly 
to: the composition of matter of, or the use or manufacture ot~ an Active Compound or a 
compound based on or derived from an Active Compound (including any pro<lrug, ester, salt 
form, stereoisomer, crystalline polymorph. hydrate or solvate thereat)~ 19/\.J or its use in 
discovering compounds or methods or treatment; or in- 1•ivo or in vitro screening methods or 
assays (the ·'Arena Joint Inventions"'). Any Patent claiming an Arena Joint Inventions wi11 be an 
"Arena Joint Patent". J&J shall own the entire right, title and interest in and to all Joint 
lnventions that are not Arena Joint Inventions (the "J&J Joint Inventions"). Any Patent claiming 
a J&J Joint Invention shall be a ·'J&J Joint Patent". Each Party will take such actions and sign 
such documents as reasonably needed to effect the assigt1ment of its interest in the applicable 
Joint Inventions and related Joint Patents to the other Party as rcq1uircd above ownership. 

8.2 Patent Prosecutiort and Maintenance. 

(a) Arena Patents. 

(i) Arena wil l have the sole (ex<:ept as otherwise provided below) 
responsibility for the preparation. filing. prosecution and tn(iintenance ot: and conducting or 
defending any interferences or similar proceedings and in obtaining and maintaining any patent 
extensions. supplementary protection certificates and the like with respect to, the Arena Patents 
C-Arena Patent Prosecution"). The costs and e:'\.Penses of such ,rena Patent Prusec ut iQn will be ':f 
borne by .l&.J, except that if Arena grants licenses under paniculrurArena Patents to any Thi rd Jf 
Party, Arena will give J&J notice ofsuch licenses having been granted, and the Parties wi II then ¥' 
share the CO!:itS ofArena Patent Prosecution for such Arena Patents equally1or on some other ¥­
basis as the Parties may agree in wri1i11g. Arena will invoice J&J for such costs and expeases on * 
a monthly basis (witl1 appropriate supporting documentation). anc J&J will pay ench -.uch ::;--
invoice within 45 duys of receipt (subj~ct only lo J&J right to etc tt not to pay the costs and ¥;-
expenses for partkular Arena Patents as provided in subsection (iii) below), Arena will keep + 
J&J informed of the progress with regard to all activities relating to Arena Pa.\ent Prosecution, to 
the extent such progress reasonably relates to the claims in the Arena Patents that are licensed to 
J&J under this Agreement. More specifically, Arena sh,,11 provid,e to J&J copies of all proposed 
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filin gs and patent office responses and of all office nctiDns and other material communications 
from patent offices relating to such prosecution efforts. 10 1he extent related to the Arena Patent 
claims that arc licensed to J&.J. u reasonable t ime in advance of any proposed fi ling or required 
response. and .l&J will have the rigln to comment on any such fi ling or response. and Arena will 
consider in good faith the timely rec-eived req uests and suggestions ofJ&J with respect to such 
filings or responses and Arena 's strategies for filing and prosecuting such Arena Patents. 

(ii) If Arena intends to abandon or not maintain any Arena Patent that 
claims a Selected Compound or its manufacture or use or that speciftcaHy daims I9AJ or its use 
in discovering modulators or in a method of treatment. and Arena is not abandoning such Arena 
Pa1ent in favor of another Arena Patent. Arena will provide reasonable prior written notice to 
J&J of such intention to abandon (which notice will. in any event, be given no later than 60 days 
prior to the nex'1 deadline for tmy action that rnay be taken with respect to such Arena Patent. with 
the U.S. Patent & Trademark Office or any foreign patent office) and provide J&J the 
opportunity io assume respo11sibility for prosecuting and maintaining such Arena Patent. ln the 
event that J&J. in its sole discretion. elecrs to assume responsibil ity for prosecuting and 
maintaining such Arena Palen t. J&J shall have lhe right to prosecute such Arena Patent, but such 
right being limited to prosecuting claims specifically covering an invention comprising a 
Selected Compound or its manufacture or use, or the genus of compounds containing one or 
more Selected Compounds. or l9AJ or its use in discovering modulators or in a method of 
treatment (an<l J&J shall not have the right to prosecule any other claims that may have existed in 
such Patent). and within 60 days of written notice hy J&J that it wi ll assume such responsibility. 
Arena wi ll effect the assignment of all of its right. title and interest in such Arena Patent to J&J 
(except as limited by the foregoing) by executing all necessary documents. and such Patent will 
then be deemed to be a J&J Patent, and J&J will be deemed to grant to Arena a non-exclusive. 
fully-paid, royalty-free License in the app]jcable country (or jurisdiction) for all uses and 
purposes other than the manufac ture, use. import. offer for sale and sale of Selected Compounds 
and Collaboration Products. 

(iii) As to any partkular Arena Patent in a country or jurisdiction, J&J 
may elect, in writing to Arena. to cease paying any future mcun-cd 1.:osts nnd cxpcnSl:S for the ~ 
ongoing prosecution and/or maintenance of such Arena Patent. in which case such Arena Patent ¥­
will be excll.lded from the scope of all license rights granted to J&J under Secl,on 5.1, and J&J 
will lose all rights in the applicable country or jurisdiction under such Arena Patent and with 
regards to any Active Compound claimed or covered hy such Arena Patent and such Arena 
Patent will not be considered in delennining whether or not royalties are owed to Arena by J&J 
based on Net Sales in the applicable country or j urisd iction. 

(b) J&J Patents. 

(i) J&J wi ll be solely responsible (except as otherwise provided in 
Section l L6(b)(viii)) for the preparation. filing, prosecution and maintenance of, and conducting 
or defending any interferences or similar proceedings and in obtaining and maintaining any 
patent extensions, supplementary protection certificates and the like with respect to, tht; J&J 
Patents (''J&J Patent Prosec11tio11"). at J&J 's sole expense. As to all J&J Patents that cJaim an 
Active Compound or its manufacture or use. or thnt relate to 19AJ or its use in discovering 
modulators of 19AJ or in treating diseases or conditions (each. a ''J&J Compound Patent"), J&J 
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will keep Arena informed of the progress with regard to all activities relating to the .l&J Patent 
Prosecution of the J&.l Compound Patents. including providing to Arena copies orall propose<l 
filings and patent office responses and ofall office actions and other material communications 
from patent offices relating to such prosecution efforts a reasonable time in advance of any 
proposed filing or required response. and Arena will have the right to comment on any such 
tilings and responses. J&J will consider in good faith the ti mely received requests and 
suggestions of Arena with respect to such filings or responses and Arena ·s strategies for J&.I 
Patent Prosecution. 

(ii) Jf J&J intends to abandon any J&J Compound Patent. and J&J is 
not abandon ing such J&J Compound Patent in favor of another J&J Compound Patent, J&J shall 
provide reasonable prior wTitten notice to .A.rena of such intention to abandon (which notice 
shall. in any event, be given no later than 60 doys prior to 1he mext deadline for uny action that 
may be taken with respect to such J&J Compound Pattnt with the U.S. Patent & Trademark 
Office or uny foreign patent office) and provide Arena lhe opportunity to assume responsibi lily 
for prosecu1ing and maintaining such .J&J Compound Patent. 

(c) Joint Patents. Arena will have the sole responsible for the preparation. 
filing, prosecution and maintenance and conducting or defending any interferences or similar 
proceedings and in obtaining and maintaining any patent extensions. supplementary protec tion 
certificates and the like with respect to the Arena Joint Patents. J&J will have the sole 
responsible fo r the prepara1ion, filing, prosecution and maintenance and conducting or defend ing 
any inlerforences or similai- proceedings and in obtaining and maintaining any patent extensions, 
supplementary protection certificates and the like wi th respect to the J&J Joint Patents. The 
Party conducing the Joint Patent Prosecution of a Joint Patent willl consult with the other Party as 
to the prosecution strategy and wil I keep such Party informed as It;:> the progress and all activities 
relating to the Joint Patent Prosecution, including providing to the Party copies ofall proposed 
filings and patent office responses and of all office actions and other material communications 
from patent offices relating to such prosecution efforts a reasonable time in advance of any 
proposed filing or required response, and such Pa11y will have the right to comment on any such 
filings and responses, The prosecuting Party will consider in good faith the requests and 
suggestions of the other Party with respect to such filings or respo,nses and the strategies and 
acti vities relating to such Joint Patent Prosecution. If the prosecuiting Party intends to abandon 
any Joint Patent that it is responsible for. such Party will provide reasonable prior written notice 
to the other Party ofsuch intention to abandon or declint: responsibility (which notice wi ll, in any 
event, be given no later than 60 days prior to the next deadline fo r any action that may be taken 
with respect to such Joiht Patent with the U.S. Patent & Trademark Office or any fo reign patent 
office) and the other Party wi ll have the right. at its expense, to p;repare, file, prosecute, and 
maintain such Joint Patent. Except as set forth below, costs and e pens~s of prosecuting and 
maintainmg Joint Patents wi II be borne by J&J. As 10 any particular Joint Pa lent in a country Dr 

jurisdiction that J&J has e lected to cease paying any future incurr ed costs and expenses for the 
ongoing prosecution and/or maintenance ofsuch Joint Patent. such Joint Patent will be excluded 
from the scope ofall license rights granted to J&J under Section 5.1, J&J will effect the 
assignment of all of its right title and interest in such Joi nt Patent to Arena by executing all 
necessary documents, and J&J wi ll lose all rights in the applicable country or jurisdiction under 
such Joint Patent 
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8.3 Cooperation of the Parties. Each Party agrees io use reasonable efforts to 
cooperate with the other Party in the preparation. fil ing. prosecution and maintenance of and 
conducti ng or defending any interferences or similar proceedings with re~--pect to any Patents 
covered under this Agreement and in obtaining and maintaining any patent extensions. 
supplementary prolection certificates and the li ke with respect to imy Patent claiming a 
Collnborntion Product being developed or commerc ialized by .l&J in accordance with this 
Agreement. Such cooperation includes. but is not limited to: 

(a) executing all pape rs and instruments, or requiring its (and its Affiliates·) 
employees or contractors, to execute s uch papers and instruments. so as to effectuate the 
ownership of Inventions set forth in Sec;lion 8.1. and Patents cla iming or disclosing such 
Inventions. and to enable lhe other Party to apply for and to prosecute patent applications in any 
country; and 

(b) promptly informing the other Party of any matters coming to such Party·s 
attention that may affect the preparation, filing, prosecution or maintenance of or conducting or 
defending any interferences or similar proceedings with respect to any such Patents. 

8.4 Infringement by Third Parl.ies. Arena an<l J&J will promptly notify the other in 
wri ting of any alleged or threatened infringement or challenge to the validity or enforceabi lity of 
any Arena Patent, J&J Patent or Joint Patent ofwhich they become aware. Both Parties will use 
their dil igent efforts in cooperating with each other to te1minate such infringement or challenge 
without litigation. Arena will have the sole and exclusive right to de fend or otherwise respond to 
any alleged invalidity or unenforceability ofArena Patents. 

(a) Aren11 Patents - Field Infringement. With respect to infri ngement of an 
Arena Patent by the manuracture, use or sale by a Third Party of a compound that is a Selected 
Com pound, which man ufacture, use or sale is likely to have a material adverse effect on current 
or future sales ofany Development Compound or Col laboration ProJuet being researched. 
developed or commercialized by J&J or its Affiliate or Sublicensee (a "Field J11/ri11ge111e11f' ), 
J&J may request that Arena bring an action or suit with respect to such Field Infringement. If J&J 
makes such request, Arena shall promptly initiate and corlduct such action using counsel mutually 
agreed to by the Parties, and .l&J shall reimburse Arena on a month basis for all costs und 
expenses ofconducting ~uch action or suit. including all u<.:tions rel ing to defending the Arena 
Patents against invuJidit). unenforccabilit) and rdc1tcd ~hallcnges. Cf requested by J&J in writing, 
Arena will include J&J as a party, ot, if Arena fails to do s01J&J ma1y intervene as a party, in such 
action or suit, to the ex tent pennitted by law. and in such regard may have counsel of its choosing 
and at its expense to represent J&J's interest in such action or suil, but Arena will control the 
conduct of the action or suit, and J&J shall not bring any claim against Arena based on the conduct 
of such action or suit. If Arena does not receive any such request from .l&J within sixty (60) days 
after the Parties first are aware of such Field Infringement. then Arena may, at its discretion1 

choose to bring an acti on or suit at Arena ·sown expense. In any such action or suit brought by 
Arena, J&J will have the right, at its own expense, to be representced in any such act ion by 
counsel of its own choice. but shall not have any right to control or interfere with Arcna·s 
conduct of the suit or action. In no event shall .J&J notify any Third Party of any al leged Field 
Infringement or bring any suit or other action against any Third Party seeking to enforce any Arena 
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Patents against any alleged Field lnfiingement (or otherwise), witho,ur first obtaining Arena's prior 
written consent. 

(b) J&J Patents. J&J will have the sole right Ito bring and control any action 
or proceed ing with respect to infringement ofany J&.l Patent at its own expense and by counsel 
of its own choice. 

(c) ,Joi.at Patents. Except as otherwise provided below or as agreed by the 
Parties in writing, Arena will have the sole right to bring and control any action or proceeding 
with respect to infringement ofany Arena Joint Patent. If such infringement is a Field 
lnfringement, Arena will bring such action or suit ifso requested lby J&J in writing within 60 
days ofbecoming aware ofsuch Field Infringement, using counse.l mutually agreed to the Parties, 
and J&J shall reimburse Arena on a monthly basis for all costs and l·· penses ofconducting such * 
action or suit. J&J will have the right, at its own expense, to be represented in any such action by :/r 
counsel of its ovm choice, but shall not have any right to control o,r interfere with Arena's 
conduct of the suit or action. J&J will have the sole right to bring and control any action or 
proceeding with respect to a Field lnfringemenl ofany J&J Joint Patent. For any infringement 
of a Joint Patent that is not a Field Infringement, the Parties will discuss and agree in good faith 
on the appropriate actions to be brought to deal with such infringement, and the terms ofany 
such action including the sharing of costs for bringing sucb action and ofany recovery from such 
action. 

{d} Cooperation; Recovery. If a Party brings an infringement action in 
accordance with this Section 8.4, the other Party will cooperate fully, including, if required to 
bring such action, furnishing a power of attorney or being named 1as a Party plaintiff in the 
action. Except as otherwise agreed to by the Parties as part of a c st-sharing arrangement. any "/:" 
recovery realized by a Party as a result of a litigation or other acti n with respect to a Field 't" 
Infringement will first be applied to reimburse Arena for any actu l litigation costs and expenses 'i#-

,f­

borne by Arena and not yet reimbursed by J&J, and J&J for any a tual litigation costs and J/,,, 
expenses borne by J&J (including amounts paid to Arena to reim urse Arena for its litigation ¥ 
costs), and any amounts remaining after such reimbursement (a " 1et Recovery") will be: (i) "# 
paid to J&J if recovered by Arena, less 10% of such Net Recover) as compensation for the ,f,r 
Arena efforts in conducting the litigation, or (ii) retained by J&.J ilf recovered by J&J, and an y ¥ 
such amounts of Net Recovery realized by J&J under (i) or (ii) above will be treated as Net Sales 
for purposes of this Agreement for which royalties will be due to Arena under the provisions of ->I­
Article 6. Arena will have the sole right to bring and control, and to retain all recovery from, any lt­
action or proceeding with respect to infringement ofany Arena Patent at its own expense and by 
counsel of its own choice with respect to any activities by a Third Party that are not Field 
lnfringements. 

8.5 Iofringement ofThird Party Rights. Each Party will promptly notify the other 
in writing of any allegation or claims by a Third Party that the activity ofeither ofthe Parties 
pursuant to this Agreement infringes or may infringe the intellectual property rights of such 
Third Party. The Parties will meet and discuss in good faith the ajppropriate steps to respond lo 
any such allegations or claims, but the foregoing will not impede 1in any way the right of a Party 
to defend itselfagainst legal actions. In the event that a Third Party brings an action for 
infringement against J&J for infringement ofone or more claims covering the manufacture, sale 
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Parties under the following provisions of this Agreement will survive expiration or termination 
of this Agreement: 

Sections 5.2, 7.3, 7.4, 7.5, 8.1, 8.3(a), 9.3, 9.4, 10.1, 10.2, 10.3, 10.4, 10.6, 14.1 and 14.2 
and Articles 1, 11, 12, 13 and 14 of Agreement. 

(d) Within 30 days following the expiration or termination of this Agreement, 
except to the extent and for so long as a Party retains license rights under Sections 1 l .6(a) or (b), 
each Party will deliver to the other Party any and all Confidential Information of the other Party 
in its possession or at the other Party's option, will destroy such Confidential Information and 
will certify to the other party in writing that it has so destroyed such Confidential Information. 

11.7 Exercise of Right to Terminate. The use by either Party hereto of a termination 
right provided for under this Agreement will not in and of itself give rise to the payment of 
damages or any other form of compensation or relief to the other Party with respect thereto. 

11.8 Damages; Relief. Subject to Sections 9 .4 and 11. 7 above, termination of this 
Agreement will not preclude either Party from claiming or seeking or being entitled to any other 
damages, compensation or relief that it may be entitled to which accrued prior to such 
termination based on the Agreement. 

11.9 Rights in Bankruptcy. 

(a) It is the intention of J&J and Arena that J&J's rights under this Agreement 
will remain in place if Arena files a petition in bankruptcy, is adjudicated as bankrupt or files a 
petition or otherwise seeks relief under any bankruptcy, insolvency or reorganization statue or 
proceeding, or a petition in bankruptcy is filed against it or is not dismissed within 60 days, or it 
becomes insolvent or makes an assignment for the benefit of creditors or a custodian, receiver or 
trustee is appointed for it or a substantial portion of its business or assets or admits in writing its 
inability to pay its debts as they become due ( each a "Bankruptcy Event"). It is the intention of 
J&J and Arena that J&J's exclusive rights and licenses to commercialize and market Active 
Compounds and Collaboration Products in the Territory continue, without impairment, if and 
after any Bankruptcy Event. To that end, J&J may make direct arrangement with Arena's 
suppliers to obtain the Compound, and any related testing or other services, and to continue 
developing and commercializing Products. 

(b) All rights and licenses granted under or pursuant to this Agreement by J&J 
or Arena are, and will otherwise be deemed to be, for purposes of Section 365(n) of the U.S. 
Bankruptcy Code, licenses of right to "intellectual property" as defined under Section 101 of the 
U.S. Bankruptcy Code. The Parties agree that the Parties, as licensees of such rights under this 
Agreement, will retain and may fully exercise all of their rights and elections under the U.S. 
Bankruptcy Code. The Parties further agree that, in the event of the commencement of a 
bankruptcy proceeding by or against either Party under the U.S. Bankruptcy Code, the Party 
hereto that is not a Party to such proceeding will be entitled to a complete duplicate of (or 
complete access to, as appropriate) any such intellectual property and all embodiments of such 
intellectual property, and same, if not already in their possession, will be promptly delivered to 
them (i) upon any such commencement of a bankruptcy proceeding upon their written request 
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therefor, unless the Party subject to such proceeding elects to continue to perform all of its 
obligations under this Agreement, or (ii) if not delivered under (i) above, following the rejection 
of this Agreement by or on behalf of the Party subject to such proceeding upon written request 
therefor by the non-subject Party. 

(c) If, under the Bankruptcy Code or successor similar law, a trustee in 
bankruptcy of Arena, or Arena, as debtor, desires to assign this Agreement to a Third Party in 
accordance with the Bankruptcy Code, the trustee or Arena, as the case may be (in either case, 
the "Debtor"), will notify J&J. The notice will set out the name and address of the proposed 
assignee, the proposed consideration for the assignment and all other relevant data about the 
proposed assignment. Nothing in this Section 11.8 is intended to impair any rights which J&J 
may have as a creditor in the bankruptcy proceeding. 

12. INDEMNIFICATION 

12.1 Indemnification by Arena. Arena hereby agrees to save, defend and hold J&J 
and its Affiliates and their respective directors, officers, employees and agents ( each, a "J&J 
lndemnitee'~ harmless from and against any and all claims, suits, actions, demands, liabilities, 
damages, expenses and/or loss, including reasonable legal expense and attorneys' fees 
(collectively, "Losses'~, to which any J&J Indemnitee may become subject to the extent such 
Losses result from any claim, demand, action or other proceeding against the J&J Indemnitee by 
any Third Party to the extent based upon: (i) the practice by Arena of any license granted by J&J 
under this Agreement, (ii) the manufacture, use, handling, storage, sale or other disposition of 
any Collaboration Product by Arena, its Affiliates or sublicensees (other than J&J, its Affiliates 
and their respective Sublicensees ), or (iii) the breach by Arena of any warranty, representation, 
covenant or agreement made by Arena in this Agreement; except, in each case, to the extent such 
Losses result from the negligen~e or willful misconduct of any J&J Indemnitee or the breach by 
J&J of any warranty, representation, covenant or agreement made by J&J in this Agreement. 

12.2 Indemnification by J&J. J&J hereby agrees to save, defend and hold Arena and 
its Affiliates and their respective directors, officers, employees and agents ( each, a "Arena 
lndemnitee'~ harmless from and against any and all Losses to which any Arena Indemnitee may 
become subject to the extent such Losses result from any claim, demand, action or other 
proceeding against the Arena Indemnitee by any Third Party to the extent based upon: (i) the 
practice by J&J (or its Affiliate or Sublicensee) of any license rights granted by Arena under this 
Agreement, (ii) the manufacture, use, handling, storage, sale or other disposition of any 
Collaboration Product by J&J, its Affiliates or any of their respective Sublicensees, or (iii) the 
breach by J&J of any warranty, representation, covenant or agreement made by J&J in this 
Agreement; except, in each case, to the extent such Losses result from the negligence or willful 
misconduct of any Arena Indemnitee or the breach by Arena of any warranty, representation, 
covenant or agreement made by Arena in this Agreement. 

12.3 Control of Defense. Any entity entitled to indemnification under this Article 12 
will give notice to the indemnifying Party of any Losses that may be subject to indemnification, 
promptly after learning of such Losses, and the indemnifying Party will assume the defense of 
such Losses with counsel reasonably satisfactory to the indemnified Party. If such defense is 
assumed by the indemnifying Party with counsel so selected, the indemnifying Party will not be 
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subject to any liability for any settlement of such Losses made by the indemnified Party without 
its consent (but such consent will not be unreasonably withheld or delayed), and will not be 
obligated to pay the fees and expenses of any separate counsel retained by the indemnified Party 
with respect to such Losses. 

12.4 Insurance. J&J, at its own expense, will maintain product liability insurance (or 
self-insure) in an amount consistent with industry standards during the Term of this Agreement 
and will name Arena as an additional insured with respect to such insurance. J&J will provide a 
certificate of insurance ( or evidence of self-insurance) evidencing such coverage to Arena upon 
request. Arena agrees during the term of the Agreement and for a period of at least three (3) 
years thereafter to maintain (a) workers' compensation insurance for all of its employees, the 
limits of which shall be as required under statute; and (b) commercial general liability insurance 
on a claims made basis having limits of not less than $5,000,000 in the aggregate and $1,000,000 
per occurrence. 

13. DISPUTE RESOLUTION 

13.1 Discussion by Senior Executives. If there is a matter for which the JSC is unable 
to reach a decision ( except for those matters for which this Agreement provides that J &J will 
have the final decision authority), or if any other dispute or issue (including any claim or 
controversy arising from or related in any way to this Agreement or the interpretation, 
application, breach, termination or validity thereof, including any claim of inducement of this 
Agreement by fraud or otherwise) arises between the Parties under this Agreement, such matter, 
dispute or issue will be referred to the Chief Executive Officer of Arena and the Company Group 
Chairman of J&J ( or the senior officer of one of the applicable pharma-group Affiliate that is 
involved in the specific dispute or issue based on ongoing involvement in the operations under 
the Agreement), for further discussion and resolution. These individuals will as soon as 
practicable meet and attempt in good faith to resolve the matter, dispute or issue and reach 
agreement. These individuals may obtain the advice of other employees or consultants as they 
deem necessary or advisable in order to make the decision. If these individuals cannot reach 
agreement as to the matter, dispute or issue within 30 days of the matter, dispute or issue being 
referred to them by either Party in writing, then the matter, dispute or issue (an "Unresolved 
Issue") will be resolved as provided in Section 13.2 or 13.3, as applicable. 

13.2 Arbitration. 

(a) Any Unresolved Issue may be submitted by either Party for resolution to 
arbitration pursuant to the rules then pertaining of the CPR Institute for Dispute Resolution for 
Non-Administered Arbitration (available at www.cpradr.org/arb-rules.htm), or successor 
("CPR"), except where those rules conflict with these provisions, in which case these provisions 
control. The arbitration will be held in New York County, New York. In the case that no such 
rules exist, the Parties will in that case agree in good faith on alternate arbitration rules to govern 
any arbitration conducted under this Section 13.2. 

(b) The panel will consist of three arbitrators chosen from the CPR Panels of 
Distinguished Neutrals ( or, by agreement, from another provider of arbitrators) each of whom is 
a lawyer with at least 15 years experience with a law firm or corporate law department of over 25 
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lawyers or who was a judge of a court of general jurisdiction. If the aggregate damages sought 
by the claimant are stated to be less than $5 million, and the aggregate damages sought by the 
counterclaimant are stated to be less than $5 million, and neither side seeks equitable relief, then 
a single arbitrator will be chosen, having the same qualifications and experience specified above. 
Each arbitrator will be neutral, independent, disinterested, and impartial and will abide by The 
CPR-Georgetown Commission Proposed Model Rule for the Lawyer as Neutral available at 
www.cpradr.org/cpr-george.html. 

(c) The parties agree to cooperate (1) to attempt to select the arbitrator(s) by 
agreement within 45 days of initiation of the arbitration, including jointly interviewing the final 
candidates, (2) to meet with the arbitrator(s) within 45 days of selection and (3) to agree at that 
meeting or before upon procedures for discovery and as to the conduct of the hearing which will 
result in the hearing being concluded within no more than nine (9) months after selection of the 
arbitrator(s) and in the award being rendered within 60 days of the conclusion of the hearings, or 
of any post hearing briefing, which briefing will be completed by both sides within 45 days after 
the conclusion of the hearings. 

(d) In the event the Parties cannot agree upon selection of the arbitrator(s), the 
CPR will select arbitrator(s) as follows: CPR will provide the parties with a list of no less than 25 
proposed arbitrators ( 15 if a single arbitrator is to be selected) having the credentials referenced 
above. Within 25 days of receiving such list, the parties will rank at least 65% of the proposed 
arbitrators on the initial CPR list, after exercising cause challenges. The Parties may then 
interview the five candidates (three if a single arbitrator is to be selected) with the highest 
combined rankings, such interviews to be either in person or, if in-person interviews are 
impractical, by telephone, in each case, for no more than one hour each and, following the 
interviews, may exercise one peremptory challenge each. The panel will consist of the 
remaining three candidates ( or one, if one arbitrator is to be selected) with the highest combined 
rankings. In the event these procedures fail to result in selection of the required number of 
arbitrators, CPR will select the appropriate number of arbitrators from among the members of the 
various CPR Panels of Distinguished Neutrals, allowing each side challenges for cause and tpree 
peremptory challenges each. 

(e) In the event the parties cannot agree upon procedures for discovery and 
conduct of the hearing meeting the schedule set forth in paragraph c above, then the arbitrator(s) 
will set dates for the hearing, any post hearing briefing, and the issuance of the award in accord 
with the schedule in subclause (c) above. The arbitrator(s) will provide for discovery according 
to those time limits, giving recognition to the understanding of the parties that they contemplate 
reasonable discovery, including document demands and depositions, but that such discovery be 
limited so that the schedule may be met. Multiple hearing days will be scheduled consecutively 
to the greatest extent possible. 

(f) The arbitrator(s) must render their award by application of the substantive 
law of New York and are not free to apply "amiable compositeur" or "natural justice and 
equity." The arbitrator(s) will render a written opinion setting forth findings of fact and 
conclusions of law with the reasons therefor stated. A transcript of the evidence adduced at the 
hearing will be made and will, upon request, be made available to either Party. The arbitrator(s) 
will have power to exclude evidence on grounds of hearsay, prejudice beyond its probative 
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value, redundancy, or irrelevance and no award will be overturned by reason of such ruling on 
evidence. To the extent possible, the arbitration hearings and award will be maintained in 
confidence. 

(g) The Parties consent to the jurisdiction of the Federal District Court for the 
district in which the arbitration is held for the enforcement of these provisions and the entry of 
judgment on any award rendered hereunder. Should such court for any reason lack jurisdiction, 
any court with jurisdiction will act in the same fashion. 

(h) In the event the panel's award exceeds $10 million in monetary damages 
or includes or consists of equitable relief, or rejects a claim in excess of that amount or for that 
relief, then the losing party may obtain review of the arbitrators' award or decision by panel of 
three appealate arbitrators (the "Appeal Arbitrators") selected from the CPR Panels of 
Distinguished Neutrals by agreement or, failing agreement within seven working days, pursuant 
to the selection procedures specified in paragraph d above. If CPR cannot provide such services, 
the parties will together select another provider of arbitration services that can. No Appeal 
Arbitrators will be selected unless they can commit to rendering a decision within forty five days 
following oral argument as provided in paragraph i. Any such review must be initiated within 
thirty (30) days following the rendering of the award referenced inf above. 

(i) The Appeal Arbitrators will make the same review of the arbitration 
panel's ruling and its bases that the U.S. Court of Appeals of the Circuit where the arbitration 
hearings are held would make of findings of fact and conclusions of law rendered by a district 
court after a bench trial and then modify, vacate or affirm the arbitration panel's award or 
decision accordingly, or remand to the panel for further proceedings. The Appeal Arbitrators 
will consider only the arbitration panel's findings of fact and conclusions of law, pertinent 
portions of the hearing transcript and evidentiary record as submitted by the parties, opening and 
reply briefs of the party pursuing the review, and the answering brief of the opposing party, plus 
a total of no more than four ( 4) hours of oral argument evenly divided between the parties. The 
party seeking review must submit its opening brief and any reply brief within seventy five (75) 
and one hundred thirty (130) days, respectively, following the date of the award under review, 
whereas the opposing party must submit its responsive brief within one hundred ten ( 110) days 
of that date. Oral argument will take place within five (5) months after the date of the award 
under review, and the Appeal Arbitrators will render a decision within forty five (45) days 
following oral argument. That decision will be final and not subject to further review, except 
pursuant to the Federal Arbitration Act. The Party that seeks review under paragraph hand i of 
the award or decision of the arbitration panel must pay all of the costs of the Appeal Arbitrators 
and the relevant proceeding, but excluding the other Party's costs and expenses in such 
proceeding. 

ISSUE BY J
(j) 

URY. 
EACH PARTY HERETO WAIVES ITS RIGHT TO TRIAL OF ANY 

(k) Each Party has the right before or, if the arbitrator(s) cannot hear the 
matter within an acceptable period, during the arbitration to seek and obtain from the appropriate 
court provisional remedies such as attachment, preliminary injunction, replevin, etc. to avoid 
irreparable harm, maintain the status quo, or preserve the subject matter of the arbitration. 
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13.3 Notwithstanding anything to the contrary, either Party may at any time seek to 
obtain preliminary injunctive relief in equity from a court of competent jurisdiction with respect 
to an issue arising under this Agreement if the rights of such Party would be prejudiced absent 
such relief. 

13.4 Diligence Disputes; Remedies. For any Unresolved Dispute that involves a 
claim by Arena that J&J has breached its diligence obligations, under Section 3. 7 or 4.2, the 
arbitrators of such Unresolved Dispute will, under the arbitration conducted under Section 13.2, 
determine if J&J breached such diligence obligations. If J&J is determined to have breached its 
diligence obligation, then Arena will have the right to terminate this Agreement. 

14. GENERAL PROVISIONS 

14.1 Governing Law. This Agreement will be governed by, and construed and 
enforced in accordance with, the laws of the State of New York, without giving effect to any 
conflicts of laws principles. 

14.2 Entire Agreement; Modification. This Agreement is both a final expression of 
the Parties' agreement and a complete and exclusive statement with respect to all of its terms. 
This Agreement supersedes all prior and contemporaneous agreements and communications 
between the Parties, whether oral, written or otherwise, concerning the subject matter contained 
herein, excluding the letter agreement between the Parties dated the Effective Date approving the 
initial Research Plan. No rights or licenses with respect to any intellectual property of either 
Party are granted or deemed granted hereunder or in connection herewith, other than those rights 
expressly granted in this Agreement. This Agreement may only be modified or supplemented in 
a writing expressly stated for such purpose and signed by the Parties to this Agreement. 

14.3 Relationship of the Parties. The Parties' relationship, as established by this 
Agreement, is solely that of independent contractors. This Agreement does not create any 
partnership, joint venture or similar business relationship between the Parties. Neither Party is a 
legal representative of the other Party, and neither Party can assume or create any obligation, 
representation, warranty or guarantee, express or implied, on behalf of the other Party for any 
purpose whatsoever. 

14.4 Performance by Affiliates and Sublicensees. The Parties recognize that each 
may perform some or all of its obligations under this Agreement through Affiliates or 
Sublicensees, provided, however, that each Party will remain responsible and be guarantor of the 
performance by its Affiliates and will cause its Affiliates and Sublicensees to comply with the 
provisions of this Agreement in connection with such performance. In particular, if any Affiliate 
of a Party or a Sublicensee participates in research under this Agreement or with respect to 
Products, (a) the restrictions of this Agreement which apply to the activities of a Party with 
respect to Products will apply equally to the activities of such Affiliate and Sublicensee, and 
(b) the Party affiliated with such Affiliate or Sub licensee will assure, and hereby guarantees, that 
any intellectual property developed by such Affiliate or Sublicensee will be governed by the 
provisions of this Agreement (and subject to the licenses set forth in Article 5) as if such 
intellectual property had been developed by the Party. Any action or omission by a Party's 
Affiliate or a Sublicensee which would, if such action or omission were conducted by the Party, 
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constitute a breach of the Party's obligations under this Agreement will constitute a breach of 
such obligation by the Party (unless such obligation were otherwise satisfied by such Party or 
another of its Affiliates or Sublicensees). 

14.5 Non-Waiver. The failure of a Party to insist upon strict performance of any 
provision of this Agreement or to exercise any right arising out of this Agreement will neither 
impair that provision or right nor constitute a waiver of that provision or right, in whole or in 
part, in that instance or in any other instance. Any waiver by a Party of a particular provision or 
right will be in writing, will be as to a particular matter and, if applicable, for a particular period 
of time and will be signed by such Party. 

14.6 Assignment. Except as expressly provided hereunder, neither this Agreement nor 
any rights or obligations hereunder may be assigned or otherwise transferred by either Party 
without the prior written consent of the other Party (which consent will not be unreasonably 
withheld); provided, however, that either Party may assign this Agreement and its rights and 
obligations hereunder without the other Party's consent: 

(a) To its successor in interest in connection with the transfer or sale of all or 
substantially all of the business of such Party to which this Agreement relates, whether by 
merger, sale of stock, sale of assets or otherwise, provided that in the event of a transaction 
( whether this Agreement is actually assigned or is assumed by the acquiring Party by operation 
of law (e.g., in the context of a reverse triangular merger)), intellectual property rights of the 
acquiring party to such transaction (if other than one of the Parties to this Agreement) will not be 
included in the technology licensed hereunder; or 

(b) To an Affiliate, provided that the assigning Party will remain liable and 
responsible to the non-assigning Party hereto for the performance and observance of all such 
duties and obligations by such Affiliate. 

The rights and obligations of the Parties under this Agreement will be binding upon and inure to 
the benefit of the successors and permitted assigns of the Parties. Any assignment not in 
accordance with this Agreement will be void. 

14.7 No Third Party Beneficiaries. This Agreement is neither expressly nor 
impliedly made for the benefit of any Party other than those executing it. 

14.8 Severability. If, for any reason, any part of this Agreement is adjudicated 
invalid, unenforceable or illegal by a court of competent jurisdiction, all other portions will 
remain in full force and effect, and the Parties will use their best efforts to substitute for the 
invalid, unenforceable or illegal provision a valid, enforceable and legal provision which 
conforms as nearly as possible with the original intent of the Parties. 

14.9 Notices. Any notice to be given under this Agreement must be in writing and 
delivered either in person, by registered or certified mail (postage prepaid) requiring return 
receipt, or by overnight courier or facsimile confirmed thereafter by any of the foregoing, to the 
Party to be notified at its address(es) given below, or at any address such Party has previously 
designated by prior written notice to the other. Notice will be deemed sufficiently given for all 
purposes upon the earliest of: (a) the date of actual receipt; (b) if mailed, three days after the 
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date ofpostmark; or ,c) if delivered by overnight courier, the next business day the overnight 
courier regularly makes deliveries. 

If to J&J, notices must be addressed to: 

Ortho-McNeil Pharmaceutical, Inc. 
1000 U.S. Route 202 
Raritan, New Jersey 08869 
Attention: Company Group Chairman, North American 
Pharmaceuticals 
Telephone: 732-524-2904 
Facsimile: 732-524-5262 

With a required copy to: 

Johnson & Johnson 
One Johnson & Johnson Plaza 
New Brunswick, NJ 08933 
Attention: General Counsel 
Telephone: 732-524-2448 
Facsimile: 732-524-2788 

If to Arena, notices must be addressed to: 

6166 Nancy Ridge Drive 
San Diego, CA 
92121 
Attention: Chief Executive Officer 
Telephone: 858-453-7200, ext 223 
Facsimile: 858-677-0065 

with a copy to: 

6166 Nancy Ridge Drive 
San Diego, CA 
92121 
Attention: General Counsel 
Telephone: 858-453-7200, ext 229 
Facsimile: 858-677-0065 

14.10 Force Majeure. Except for the obligation to make payment when due, each 
Party will be excused from liability for the failure or delay in pe_rformance of any obligation 
under this Agreement by reason of any event beyond such Party's reasonable control including 
but not limited to Acts of God, fire, flood, explosion, earthquake, or other natural forces, war, 
civil unrest, accident, destruction or other casualty, any lack or failure of transportation facilities, 
any lack or failure of supply of raw materials, any strike or labor disturbance, or any other event 
similar to those enumerated above. Such excuse from liability will be effective only to the extent 
and duration of the event( s) causing the failure or delay in performance and provided that the 
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Party has not caused such event(s) to occur and continues to use diligent, good faith efforts to 
avoid the effects of such event and to perform the obligation. Notice of a Party's failure or delay 
in performance due to force majeure must be given to the other Party within 10 days after its 
occurrence. All delivery dates under this Agreement that have been affected by force majeure 
will be tolled for the duration of such force majeure. In no event will any Party be required to 
prevent or settle any labor disturbance or dispute. Notwithstanding the foregoing, should the 
event(s) of force majeure suffered by a Party extend beyond a nine-month period, the other Party 
may then terminate this Agreement by written notice to the non-performing Party, with the 
consequences of such termination as set forth in Section 11.6. 

14.11 Interpretation. 

(a) Captions & Headings. The captions and headings of clauses contained in 
this Agreement preceding the text of the articles, sections, subsections and paragraphs hereof are 
inserted solely for convenience and ease of reference only and will not constitute any part of this 
Agreement, or have any effect on its interpretation or construction. 

(b) Singular & Plural. All references in this Agreement to the singular will 
include the plural where applicable, and all references to gender will include both genders and 
the neuter. 

(c) Including as Example. Use of the term "including" in this Agreement 
will be interpreted to mean "including, without limitation," and will be exemplary rather than 
restrictive. 

(d) Articles, Sections & Subsections. Unless otherwise specified, references 
in this Agreement to any article will include all sections, subsections, and paragraphs in such 
article; references in this Agreement to any section will include all subsections and paragraphs in 
such sections; and references in this Agreement to any subsection will include all paragraphs in 
such subsection. 

(e) Days. All references to days in this Agreement means calendar days, 
unless otherwise specified. 

(f) Ambiguities. Ambiguities and uncertainties in this Agreement, if any, 
will not be interpreted against either Party, irrespective ofwhich Party may be deemed to have 
caused the ambiguity or uncertainty to exist. 

(g) English Language. All notices required or permitted to be given 
hereunder, and all written, electronic, oral or other communications between the Parties 
regarding this Agreement will be in the English language. 

14.12 Counterparts. This Agreement may be executed in two or more counterparts, 
each ofwhich will be deemed an original document, and all of which, together with this writing, 
will be deemed one instrument. 

[Remainder of this page intentionally left blank.] 
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IN WITNESS WHEREOF, the Parties have duly executed this Agreement as of the 
Effective Date. 

ARENA PHARMACEUTICALS, INC. ORTH0-MCNEIL PHARMACEUTICAL, INC. 

By: Isl Jack Lief By: Isl Joseph C. Bondi 

Name: Jack Lief Name: Joseph C. Bondi 

Title: President & CEO Title: V .P. Finance 
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or importation ofa Development Co~ ound in a Collaboration Product, and J&J is obligated. to 
make a payment under a settlement agreement or court order to such Third Party. then any 
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amount paid by J&J to such Third Party will be treated as a royalty payment made to such Third 
Party under Section 6.6(b). for which J&J would be entitled to credit up to 50% of the ayment 
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against royalties owed Aren~ sullject lo the other terms of Section 6.6 . , 

8.6 Cooperation by J&J and Arena in Patent and Regulatory Filings. The Parties 
shall cooperate in order to avoid Joss of any rights 1hat may otherwise be available to the Parties 
under the U.S. Drug Price Competition and Patent Term Restoration Act of 1984, the 
Supplementary Certificate ofProtection of the Member States of the European Union and other 
similar measures in any other country. Without limiting the foregoing, J&J shall notify Arena 
upon receipt of Regulatory Approval to market a Collaboration Compound or Collaboration 
Product in the United States, and timely supply Arena with all information necessary to file an 
application for patent term extension for a relevant Arena Patent, within the sixty (60) calendar 
day period following Regu latory Approval. Arena agrees to timely file any such application, 
unless it reasonab ly objects to seeking such extension for such Patent (in which case the djspute 
shall be resolved pursuant to Article 13). The obligations set forth in this Section shall apply 
with respect to patent term extensions, or the equivalent, in any other country. Any application 
for patent term extension in the United States shall be made by the Party who Controls the 
relevant patent. 

9. REPRESENTATJONS, WARRANTIES, AND COVENANTS 

9.1 Mutual Representations and Warranties. Each Party represents and warrants 
to the other that: (a) it is duly organized and validly existing under the laws of its jurisdiction of 
incorporation or formation, and has full corporate or other power and authority to enter into tfos 
Agreement and to carry out the provisions hereof; (b) it is duly authorized to execute and deliver 
this Agreement and to perform its obligations hereunder, and the person or persons executing 
this Agreement on its behalf has been duly authorized to do so by all requisite corporate or 
partnership action; and (c) this Agreement is legally binding upon it, enforceabJe in accordance 
with i ts tenns, and does not conflict with any agreement, instrument or understanding, oral or 
,vritten, to which it is a Party or by which it may be bound, nor violate any material law or 
regulation ofany court1 governmental body or administrative or other agency having jurisdiction 
over it. 

9.2 Arena IP Warr~nties. Arena represents and warrants to J&J as ofthe Effective 
Date that: 

(a) To Arena's knowledge after reasonable investigation, Exhibit C is 
accurate and complete and identifies all Patents rights owned by or licensed to Arena as of the 
Effective Date that speci.ficaily claim the manufacture, use or sale of 19AJ (including assays and ¥­
Lhe use ofassays for testing for activity against 19AJ, including recombinant and recombinantly ~ 
modified forms of 19AJ) or ofActive Compounds identified by Arena as of the Effective Date; 't 

* CONflDENT/Al TREA7MENTR EQUESTED 
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(b) it has disclosed to J&J all Third Party Patents of which Arena has 
knowledge as of the Effective Date that Arena believes are relevant to Arena's and/or J&J's 
freedom-to-operate with respect to the use of the Arena Technology as contemplated under this 
Agreement and/or the discovery, development or commercialization of Active Compounds; and 

(c) it has not granted any right, license or interest in or to the Arena 
Technology that is in conflict with the rights and licenses granted to J&J under this Agreement. 

9.3 Disclaimer. Except as expressly set forth herein, THE TECHNOLOGY AND 
INTELLECTUAL PROPERTY RIGHTS PROVIDED BY EACH PARTY HEREUNDER ARE 
PROVIDED "AS IS" AND EACH PARTY EXPRESSLY DISCLAIMS ANY AND ALL 
WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, INCLUDING WITHOUT 
LIMITATION THE WARRANTIES OF DESIGN, MERCHANTABILITY, FITNESS FOR A 
PARTICULAR PURPOSE, NONINFRINGEMENT OF THE INTELLECTUAL PROPERTY 
RIGHTS OF THIRD PARTIES, OR ARISING FROM A COURSE OF DEALING, USAGE OR 
TRADE PRACTICES, IN ALL CASES WITH RESPECT THERETO. Without limiting the 
generality of the foregoing, each Party expressly does not warrant, and disclaims any warranties 
with regards to: (a) the success of any study or test commenced under the Research Program, 
(b) the safety or usefulness for any purpose of the technology or materials, including any Active 
Compounds, it provides or discovers under this Agreement; and/or ( c) the validity, 
enforceability, or non-infringement of any intellectual property rights or technology it provides 
or licenses to the other Party under this Agreement. 

9.4 Limitation of Liability. EXCEPT FOR LIABILITY FOR BREACH OF 
ARTICLE 10, NEITHER PARTY WILL BE ENTITLED TO RECOVER FROM THE OTHER 
PARTY ANY SPECIAL, INCIDENTAL, CONSEQUENTIAL OR PUNITIVE DAMAGES IN 
CONNECTION WITH THIS AGREEMENT OR ANY LICENSE GRANTED HEREUNDER; 
provided, however, that this Section 9.4 will not be construed to limit either Party's 
indemnification obligations under Article 12. 

9.5 Covenants of the Parties 

(a) Throughout the term of this Agreement, Arena and J&J will comply (and 
will cause their Affiliates and Sublicensees to comply) in all material respects with all applicable 
laws and regulations concerning the manufacture, use and sale of the Selected Compounds and 
the Collaboration Products. 

(b) Each of the Parties will, at the reasonable request of the other Party, use 
reasonable efforts to execute and deliver any further or additional instruments or documents, and 
to perform any other acts, as are necessary in order to effectuate and carry out the terms of this 
Agreement, but provided that the foregoing shall not be interpreted to require such Party to incur 
any additional expenses or grant any other rights to the other Party, other than rights expressly 
granted elsewhere in the Agreement. 
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10. CONFIDENTIALITY 

10.1 Confidential Information. Except to the extent expressly authorized by this 
Agreement or otherwise provided herein or agreed in writing by the Parties, each Party agrees 
that, during the Term and for five years thereafter, the receiving Party and its Affiliates and 
sublicensees will keep confidential and will not publish or otherwise disclose and will not use for 
any purpose other than as expressly permitted in this Agreement any Information furnished to it 
or its Affiliates by the other Party pursuant to this Agreement (collectively, "Confidential 
Information" of the disclosing Party). Each Party may use such Confidential Information of the 
other Party only to the extent required to accomplish the purposes of this Agreement or exercise 
its rights under the licenses granted to it under this Agreement. Each Party will use at least the 
same standard of care as it uses to protect proprietary or confidential information of its own, but 
in no event less than reasonable care, to ensure that its and its Affiliates' and sub licensees' 
employees, agents, consultants and other representatives do not disclose or make any 
unauthorized use of the Confidential Information. Each Party will promptly notify the other 
upon discovery of any unauthorized use or disclosure of the Confidential Information. The 
Parties further acknowledge that each Party has disclosed to the other Party ( or its Affiliates), 
prior to the Effective Date, certain confidential Information pursuant to non-disclosure and/or 
material transfer agreements entered into between the Parties (or a Party's Affiliates), that limit 
the disclosure and use of such Information by the receiving Party. The Parties hereby agree that 
any such confidential Information earlier disclosed by one Party to the other (or its Affiliates) 
under such earlier agreements will be deemed to be the Confidential Information of the 
disclosing Party and subject to all the terms of this Article I 0, as well as the additional terms 
covering such Information (if any) under the earlier agreements. 

10.2 Exceptions. The obligations of non-disclosure and non-use under Section IO.I 
will not apply as to particular Confidential Information of a disclosing Party to the extent that the 
receiving Party can prove by competent written evidence that such Confidential Information: 
(a) is at the time of receipt, or thereafter becomes, through no act or failure to act on the part of 
the receiving Party, generally known or available; (b) is known by the receiving Party at the time 
of receiving such Information, as evidenced by its records; (c) is hereafter furnished to the 
receiving Party by a Third Party, as a matter of right and without restriction on disclosure; ( d) is 
independently discovered or developed by the receiving Party without reference to Confidential 
Information belonging to the disclosing Party; or ( e) is the subject of a written permission to 
disclose provided by the disclosing Party. 

10.3 Authorized Disclosure. Each Party may disclose Confidential Information 
belonging to the other Party to the extent such disclosure is reasonably necessary in the 
following instances: 

(a) filing or prosecuting Patents as permitted by this Agreement; 

(b) regulatory filings for Collaboration Products such Party has a license or 
right to develop hereunder; 

(c) prosecuting or defending litigation as permitted by this Agreement; 
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(d) complying with applicable court orders or governmental regulations; 

(e) disclosure to Affiliates, sublicensees, employees, consultants, or agents on 
a need to know basis and only for purposes ofperformance of such Party's obligations under this 
Agrement, and provided, in each case, that any such Affiliate, Sublicensee, employee, consultant 
or agent agrees to be bound by similar terms of written confidentiality and non-use at least 
equivalent in scope to those set forth in this Article 1 0; or 

. (f) disclosure to existing or potential Third Party investors, merger partners, 
acquirors, and professional advisors (including lawyers, accountants, and investment bankers) in 
the context of a potential transaction, provided, that any such Third Party agrees to be bound by 
similar terms of confidentiality and non-use at least equivalent in scope to those set forth in this 
Article 10. 

Notwithstanding the foregoing, ( 1) in the event a Party is required to make a disclosure of the 
other Party's Confidential Information pursuant to Section 10.3(b), (c) or (d), it will, except 
where impracticable, give reasonable advance notice to the other Party of such disclosure and 
use reasonable efforts to secure, or to assist the other Party in securing, confidential treatment of 
and/or a protective order regarding such Information, and (2) any disclosure by Arena under 
10.3( e) to sublicensees, consultants or agents may only be made following consultation with and 
permission from J&J (such permission not to be unreasonably withheld) as to the form and 
content of such disclosure. The Parties will consult with each other on the provisions of this 
Agreement to be redacted in any filings made by the Parties with the Securities and Exchange 
Commission or as otherwise required by law. 

10.4 Publications. 

(a) Ifeither Party seeks to publish any Information relating to the results of 
work conducted under this Agreement, which utilizes data generated from the Research Program 
and/or includes Confidential Information of the other Party or relates in any way to an Active 
Compound (prior to the first anniversary of the end of the Research Term), or to a Selected 
Compound or Collaboration Product (after the first anniversary of the end of the Research 
Term), that Party will provide the other Party the material proposed for disclosure or publication, 
such as by oral presentation, manuscript or abstract, and the other Party will have the right to 
review and comment on all such material. The Parties will reasonably agree on the content of 
any such publication, except that J&J shall be free to p·ublish the results of and/or Information 
concerning development of a Development Compound in Phase Ilb Trials or later stage trials 
subject to subclause (b) below. 

(b) IfJ &J seeks to publish any Information relating to the results of work 
conducted under this Agreement concerning development of a Development Compound in Phase 
Ilb Trials or later stage trials or commercialization of a Collaboration Product, which 
Information or publication includes Confidential Information of Arena, J&J will deliver a 
complete copy to Arena at least 45 days prior to submitting the material to a publisher or 
initiating any other disclosure. Arena will review any such material and give its comments to 
J&J as soon as practicable and will give written notice whether it authorizes the disclosure of its 
Confidential Information or requests deletion of Arena Confidential Information and/or other 
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comments regarding the disclosure. J&J will comply with any request of Arena to delete 
references to Arena's Confidential Information and will reasonably consider any other 
comments. 

(c) J&J agrees, at Arena's request, to delay any submission for publication or 
other public disclosure regarding results of work conducted under this Agreement, which utilizes 
data generated from the Research Program or relates in any way to an Active Compound, a 
Collaboration Compound or a Collaboration Product, and other information regarding the 
Research Program, including oral presentations and abstracts, for a period of up to an additional 
90 days for the purpose of preparing and filing appropriate patent applications. 

10.5 Publicity. Arena may issue a press release announcing the execution of this 
Agreement, the text of which will be mutually agreed upon in advance by the Parties promptly 
after the Effective Date and acting reasonably. In the event that either Party desires to issue 
subsequent press releases relating to this Agreement or activities under this Agreement that 
disclose Information materially different from the Information in the text set forth in such initial 
press release, or in any subsequent authorized press release, such Party agrees to obtain the other 
Party's written permission with respect to the text and timing of such press releases prior to the 
issuance thereof, provided that such other Party may not unreasonably withhold consent to such 
releases, and that each Party may make any governmental filings and public disclosures as it 
determines, based on advice of counsel, are reasonably necessary to comply with laws or 
regulations or for appropriate market disclosure. In addition, following the initial ( or any 
subsequent) press release announcing this Agreement or any activity under the Agreement, each 
Party will be free to disclose, without the other Party's prior written consent, the existence of this 
Agreement and the identity of J&J and those terms of this Agreement or activities which have 
already been publicly disclosed in accordance herewith. Arena will have the right to make 
disclosures as necessary to comply with law and regulations, and will also be able to disclose 
specific sections or provisions of this Agreement to prospective merger partners or acquirers to 
the extent such disclosure is needed in connection with the proposed transaction, and such party 
agrees to keep the disclosed information in confidence. Arena will also be able to disclose 
specific sections or provisions of this Agreement relating to the ownership and control of 
intellectual property rights to prospective licensee to the extent such disclosure is needed in 
connection with the proposed transaction, and such party agrees to keep the disclosed 
information in confidence. 

10.6 Residual Information. Notwithstanding the foregoing restrictions, but subject to 
the other limitations set forth in this Section I 0.6, an employee of receiving Party shall not be 
prevented from using unintentionally the residuals (as defined below) remaining in such person's 
memory from access to or work with the Confidential Information of the disclosing Party. The 
term "residuals" means Information in intangible form that is incidentally and unintentionally 
retained in the memory of a persons who have had access to the Information, and where the 
source of the Information has become remote ( e.g., as a result of the passage of time or the 
person's subsequent exposure to Information of a similar nature from other sources) such that the 
person can no longer identify the Information's confidential source at the relevant time; 
provided, however, that no license to any patent or copyright of the disclosing Party is or shall be 
deemed granted under this Section. The term "residuals" shall not cover any Information that is 
known to be in tangible form, or which a reasonable person should be able to identify as the 
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proprietary information of the disclosing Party, such as specific assays, protocols, methods of 
identifying Active Compounds, or the structure or composition of compounds. 

11. TERM AND TERMINATION 

11.1 Term of Agreement. The term of this Agreement (the "Term") will commence 
on the Effective Date and continue until expiration of this Agreement upon the expiration or 
termination of all payment obligations of J&J under this Agreement, or upon earlier termination 
of this Agreement pursuant to Section 11.2, 11.3, 11 .4, 11.5, 13.4 or 14.10. 

11.2 Termination for Cause. Each Party will have the right to terminate this 
Agreement upon 60 days' prior written notice to the other Party upon the breach by such other 
Party of any material provision of this Agreement provided that such notice has given detail of 
the basis for the breach and the breaching Party has not cured such breach within the 60-day 
period following such written notice. The right of a Party to terminate this Agreement under this 
Section, and the notice period for such termination, will be tolled during the period of any 
arbitration or judicial proceeding that is invoked to resolve the issue of whether the alleged 
breaching Party has in fact committed a material breach of this Agreement, or whether such 
Party has cured such breach. 

11.3 Termination by J&J Without Cause During The Research Term. At any time 
during the Research Term, J&J may terminate this Agreement by providing Arena at least 60 
days prior written notice, provided, however, that if J&J terminates before making all payments 
that would be owed to Arena under Section 6.2 prior to the end of the original Research Term 
(i.e., absent such early termination), it agrees to pay Arena within 20 Business Days of such 
termination an amount equal to the total of all such remaining research funding under Section 6.2 
that would have been due Arena assuming J&J had not terminated the Agreement prior to the 
end of the Research Term. 

11.4 Termination by J&J Without Cause After The End of the Research Term. 
At any time after the end of the Research Term, J&J may terminate this Agreement by providing 
Arena at least 60 days prior written notice. 

11.5 Termination by J&J As A Result Of Arena Change of Control. If an Arena 
Change of Control occurs during the Research Term, J&J may terminate the Agreement, or in 
the alternative may terminate early the Research Program, on sixty days prior written notice, and 
in such event J&J shall not have any obligation to pay Arena any remaining research funding that 
would have been due, after the effective date of such termination, if it had not terminated prior to 
the end of the Research Term. If J&J terminates the Research Program early, but not the entire 
Agreement, under this Section, then the Parties will use diligent efforts to wind down the 
Research efforts of Arena by the effective date of such termination, and the Agreement shall 
continue in all other aspects with the Research Term being deemed ended as of the effective date 
of such termination. For the purposes of this Section 11.5: 

"Arena Change of Control" means any transaction or series of related transactions in 
which a Major Health Care Company acquires or becomes the beneficial owner of (i) more than 
fifty-one percent (51 %) of the outstanding voting securities of Arena or the surviving entity, 
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whether by merger. consolidation. reorganization. tender offer or similor means. or (ii) all or 
substantially all of the assets of Arena . 

.. Major Health Care Company·· shal l mean a Third Party pharmaceutical or 
biotechnology company (including a "group .. within the meaning of Section 13(d)(3) of the 
Securities Exchange Act of 1934 but excluding J&.J and any affi liates of J&J) whose worldwide 
net sales of human pharmaceutical products. including consumer over-the-counter 
phannaceutical products. ,in the most recently completed fiscal year for which audited financial 
statements are publicly available at the time such Change of Control occurs, causes such 
company (or group) to rank within the top lirtl!l·n (1 5) companies as reported in such financial y-­
statements. or if such infom1ation is not publicly available. as appropriately provided by Arena. 

1 l.6 Effect of Termination; Surviving Oblig,ations. 

(a) Upon rem1ination of this AgreemenL except as otherwise provided in 
subsection (b) below: 

(i) all rights under the licenses granted by either Pany to the other 
under this Agreement, if th~n in effect. wi ll automatically terminate and revert to the granting 
Party; and 

(ii) the other rights and obligations ofeach Patty will 1erminate. except 
as otherwise provided in Section (c) below. 

(b) Upon termination of th is Agreement by Arena pursuant to Section 13.4 
(for breach of diligence) or 14.1 0 or under Section 11.2, or by J&J under Section 11.2, 11.3, 
J1.4, t 1.5 or 14.10: 

(i) all rights under the licenses granted by ei ther Party to the other 
under Article 5, ifthen in effect, will automatically tenninate and revert to the granting Party, 
except as otherwise provided in U1is Section 1 l.6(b) below, and any and all Selected Compounds 
te1mina1e and reve1t to being solely Active Compounds; 

(ii) the other rights and obligations ofeach Party vVill terminate, except 
as otherwise provided in Section (c) below; 

(iii) J&J is automatically deemed to grant to Arena the worldwide, 
exclusive (even as to J&J). irrevocable. perpetual . rully-paid-up license with the right to 
sublrcense to its and its Affiliates· entire right and interest in all Collaboration Inventions to the 
extent that they relate to Active Compounds. or l 9AJ and modulators of ( 9AJ, and Joint Patents 
to the extent that they relate to Active Compounds (including their development, manufacture or 
use). or 19AJ and modulators of I 9AJ, including re.search results, clinical trial data, and 
regulatory infom1arion solely to allow Arena, hs assigns. Affiliates or subliccnsecs, to make. 
have made. use, sell, have sold. offer for safe and import products containing Active Compounds 
(including all Collaboration Products) in the Field; 

(iv) J&J will promptly deliver and assign to Arena all of its right, litle 
and interest in and to all regulatory filings and applications and Regulatory Approvals relating to 
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Collaboration Products, including INDs, NDAs, drug dossiers, DMFs, CMC sections, and master 
files with respect to Active Compounds and Collaboration Products and all Regulatory 
Approvals, and take such other actions and execute such other instruments, assignments and 
documents as may be necessary to effect the transfer of rights hereunder to Arena; 

(v) J&J is automatically deemed to grant to Arena the worldwide, 
exclusive (even as to J&J), irrevocable, perpetual, fully paid license, with the right to sublicense, 
under the J&J Technology, but excluding the Proprietary Delivery Technology as defined below, 
to make, have made, use, sell, have sold, offer for sale and import products containing Active 
Compounds in the Field; as used in this subclause (v), the term "Proprietary Delivery 
Technology" means Patents or trade secrets that are Controlled by J&J and cover or claim 
proprietary formulation or delivery technologies, devices or methods (including but not limited 
to methods of treating or preventing diseases or conditions in mammals) that were developed 
independent of the Research Program or activities under the Agreement and are broadly 
applicable to use with pharmaceutical agents other than the Active Compounds; 

(vi) if such termination of this Agreement by Arena pursuant to 
Section 13.4 (for breach of diligence) or 14.10 or under Section 11.2, or by J&J under Section 
11.2, 11.3, 11 .4, 11.5 or 14.10 occurs after dosing of the first patient in a Phase Ila Clinical Trial, 
Arena shall have the option to obtain a worldwide, exclusive ( even as to J&J), irrevocable, 
perpetual license, with the right to sublicense, under the Proprietary Delivery Technology, solely 
to make, have made, use, sell, have sold, offer for sale and import products containing whatever 
Active Compound or Active Compounds were undergoing or had undergone ( as a Selected 
Compound) such Phase Ila Clinical Trial in the Field, and Arena shall pay to J&J royalties equal 
to three percent (3%) of the net sales by Arena, its Affiliates or sublicensees of products covered 
under such Proprietary Delivery Technology as the sole consideration for such license (and 
where such "net sales" shall be defined in the equivalent manner as "Net Sales" in Article 1 for 
sales of Collaboration Products by J&J); 

(vii) J&J covenants to Arena that J&J and its Affiliates and 
Sublicensees will not develop, promote, market or sell any compound that has been discovered 
or identified as an Active Compound, or has otherwise become known to J&J or its Affiliate as 
an Active Compound, or any product containing such an Active Compound; and 

(viii) If J&J intends to abandon or not maintain any J&J Patent or Joint 
Patent that claims an Active Compound or its manufacture or use or that claims 19AJ or its use 
in discovering modulators or in a method of treatment, J&J will provide reasonable prior written 
notice to Arena of such intention to abandon (which notice will, in any event, be given no later 
than 60 days prior to the next deadline for any action that may be taken with respect to such Joint 
Patent with the U.S. Patent & Trademark Office or any foreign patent office) and Arena may 
then assume the J&J Patent Prosecution with respect to such J&J Patent or Joint Patent. 

(c) Expiration or termination of this Agreement will not relieve the Parties of 
any obligation accruing prior to such expiration or termination. The obligations and rights of the 
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EXHIBIT A 

19AJ AND LEAD MOLECULES 

19AJ polynucleotide and polypeptide. as used herein, shall refer to GPRl 19 polynucleotide and ~ 
~ polypeptide as disclosed in NCBI Accession No. A Y288416, version A Y2884 l 6. l . 

AR244061 y--
Chemical nan1e: 4-[1-(2-Fluoro-4-methanesulfonyl-phenyl)-l H-pyrazolo[3,4-d]pyrimidin-4- lt­

Y
yloxy]-piperidine-1-carboxylic acid isopropyl ester 

AR24688 1 

Chemical Name: 4-[6-(2-Fl uoro-4-methanesul fonyl-phenoxy)-5-methy 1- iyrimidin-4-yloxy]­

pi peridine-1-carboxylic acid isopropyl ester 
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EXHIBIT 8 

ASSAY PROTOCOLS 

Hit cell in vitro insulin release: For in vitro insulin relea.,e, HIT-Tl 5 insulinoma cells lf­

are maintained in F- 12K medium supplemented wHh 10% dialyzed horse serum, 2.5% fetal ¥ 

bovine serum, and antibiotics; and plated in 24-well _plates at 2.5)0 05 cells/well for insulin !:if. 

release assays. One day p1ior to the assay. culture media is changed to DM EM (3 mM glucose) "'::fr 

with 10% dialyzed horse serum and 2.5% fetal bovine serum. On ext day, cells are washed )( 

twice with PBS, and incubated for I hr with the desired dose of te t compounds in DMEM in the ¥" 

presence of 15 mM glucose. In order 10 test for agonist and inverse agooist responses the ':>/:" 

compounds are added alone to the cells. In order to test for antagq nists the test compound is Jt' 
added in the presence of a stimulating concentration of agonist. SJJpernatants are collected and 1, 

clarified via centrifugation and insulin levels are determined through Linco Laboratory (St. 

Charles, MO) using a radioimmuno assay method, or in house with an Ultra Sensitive Insulin 

ELISA kit (Crystal Chem Inc., Downers Grove, IL). 

cAMP assay in 293 cells: The adenylate cyclase assay is ]performed with a Flash Plate™ Jf 

Adenylyl Cyclase kit (New England Nuclear) according to the suj plier's protocol. HEK293 cells )/; 

are plated in 15-cm tissue culture dish at 12 x 106 cells per dish in regular growth medium ¥: 

{DMEM/10%FBS). On the next day, 10 µg of either empty vector DNA or expression plasmid 1't 

DNA are transfected into cells using lipofectamine (lnvitrogen, Carlsbad. CA) according to ¥r 

manufacturer's protocol. After 24 hours in culture, transfected cells are harvested in GIBCO cell )I' 

dissociation buffer (Cat #1315 l-O 14), pelleted by centrifugation for 5 minutes at 1,100 rpm, and .>f 

carefully re-suspended into an appropriate volume ofAssay Buffer (50% 1 x PBS and 50% 

Stimulation Buffer) to give a final cell count of 2x106 cells/ml. C Jmpounds are prepared u1 50µ1 ¥ 
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Assay Buffer at a desired ass<!)' concentration. and transferred into tbe wells of the Flash Plate 

(96-wells). The cell suspension prepared above is then added (50 µI per well). In order to test for 

agonist and inverse agonist responses the compounds are added alone to the cells. In order to test 

for antagonists the test cotnpound is added in the presence ofa stimul ating concentration of 

agonist. After an incubation time of 60 minutes at room temperature, 100 µI of Detection Mix 

containing tracer [1251] -cAMP is then added to the wells. Plates are incubated for additional 2 

hours at room temperature followed by counting in a Wallac MicroBeta scintillation counter. 

Values ofcM1P/well are extrapo lated from a standard cAMP curve which is included on each 

assay plate. 
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ExmsrrC 

ARENA PATENTS 

Arena Ref. No. Country Serial No. 

64.USI.PRO us 60/440,394 
34.US2.PRO us 60/449,829 
34.US3.PRO us 60/453,390 
34.US4.PRO us 60/470,875 
34.WOl PCT PCT/US04/00I 267 

53.US l .PRO us 60/449,788 
53.WOI PCT PCT/US04/05555 

70.USJ .PRO us 60/577,354 

69.USl .PRO us 60/486,728 
69.US2.PRO us 60/487,370 
69.US3.REG us 10/888,747 
69.ARl.REG Argentina P 04 01 02444 
69.MY.REG Malaysia PI 2004 2770 
69.TW.REG Taiwan 93120540 
69.WO I PCT PCT/US04/022327 

71.USl.PRO us 60/487,443 
71.US2.PRO us 60/510,644 
71.US3.REG us I 0/890,549 
71.ARI .REG Argentina P 04 01 02465 
71.MYJ.REG Malaysia Pl 2004 2802 
71.TWl.REG Taiwan 93120849 
71.WOI PCT PCT/US04/0224l 7 
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The following patents and patent applications are included to the extent they are directed to 19AJ ¥<
*"'or the use thereof: 

Arena Ref. No. Country Serial No. 

7.US29.CON us 10/723,955 
7.AU2.DIV Australia 2004202476 
7.AU3.DIV Australia 2004203102 
7.CAl.PCT Canada 2,348,688 
7.CNl.PCT China 99812092.8 
7.EPl.PCT EPO 99950301.4 
7.HKl.EPO Hong Kong 02101604.4 
7.ILl.PCT Israel 142153 
7.JPl.PCT Japan 2000-57602 1 
7.KRLPCT S. Korea I 0-2001-7004630 
7.MXI.PCT Mexico PA/a/2001/003726 
7.NZl.PCT New Zealand 510712 
7.NZ2.DlV New Zealand 535300 
7.WOJ PCP PCT/US99/024065 

l 1.US9.DJV us 09/875,076 
1 I.US IO.CON us 10/272,983 
1l.USI 1.CON us I 0/393,807 
11.US12.CON us 10/782596 
11.AUI.PC'P Australia 37904/00 
11.AU2.DJV Australia 
11.CAl .PCT Canada 2.348,377 
11.CNI.PCT China 99812713.2 
11.E.Pl .PCT EPO 99972682. l 
11.HKl.EPO Hong Kong 01108607.7 
11.lLl.PCT Israel 142538 
11.JPl.PCT Japan 2000-584067 
1 l .JP2.DIV Japan 2004-132989 
11.KRJ .PCT S. Korea 10-2001-706279 
11.MXl.PCT Mexico PA/a/2001/00502 1 
l Uv[X2. DIV Mexico P A/a/2004/0064 l 5 
11.NZl.PCT New Zealand 511087 
l l.NZ2.DIV New Zealand 527622 
11.WOJ tPCr PCT/US99/023687 
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EXHIBITD 

2004 AND 2005 JOHNSON & JOHNSON UNIVERSAL CALENDARS 

Q1 
JAN 
(4 Weeks) 

FEB 
(4 Weeks) 

MAR 
(5 Weeks) 

Q2 
APR 
(4 Weeks) 

MAY 
(4 Weeks) 

2004 UNIVERSAL CALENDAR 

M T W T F S S M·T WT F S S 
Q3 

29 30 31 JUL 28 29 30 
1 2 3 4 ( 4 Weeks) 1 2 3 4 

5 6 7 8 9 10 11 5 6 7 8 9 10 11 
12 13 14 15 16 17 18 12 13 14 15 16 17 18 
19 20 21 22 23 24 25 19 20 21 22 23 24 25 

26 27 28 29 30 31 AUG 26 27 28 29 30 31 
1 (4 Weeks) 1 

2 3 4 5 6 7 8 2 3 4 5 6 7 8 
9 10 11 12 13 14 15 9 10 111213 14 15 

16 17 18 19 2 0 21 22 16 17 18 19 20 21 22 

23 24 25 26 27 28 29 SEP 23 24 25 26 27 28 29 
(5 Weeks) 30 31 

1 2 3 4 5 6 7 1 2 3 4 5 
8 9 10 111213 14 6 7 8 9 10 11 12 

15 16 17 18 19 20 21 13 14 15 16 17 18 19 
22 23 24 25 26 27 28 20 21 22 23 24 25 26 

Q4 
29 30 31 OCT 27 28 29 30 

1 2 3 4 ( 4 Weeks) 1 2 3 
5 6 7 8 9 10 11 4 5 6 7 8 910 

12 13 14 15 16 17 18 111213 14 15 16 17 
19 20 21 22 23 24 25 18 19 20 21 22 23 24 

26 27 28 29 30 NOV 25 26 27 28 29 30 31 
1 2 (4 Weeks) 

3 4 5 6 7 8 9 1 2 3 4 5 6 7 
10 11 12 13 14 15 16 8 9 10 111213 14 
17 18 19 20 21 22 23 15 16 17 18 19 20 21 
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JUN 24 25 26 27 28 29 30 DEC 22 23 24 25 26 27 28 
(5 Weeks) 31 (6 Weeks) 29 30 

1 2 3 4 5 6 1 2 3 4 5 
7 8 910111213 6 7 8 9 10 11 12 

14 15 16 17 18 19 20 13 14 15 16 17 18 19 
21 22 23 24 25 26 27 20 21 22 23 24 25 26 

27 28 29 30 31 
1 2 
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2005 UNIVERSAL CALENDAR 

M T W T F S S M T W T F S S 
Q1 Q3 

JAN 3 4 5 6 7 8 9 JUL 4 5 6 7 8 9 10 
( 4 Weeks) 1 0 11 12 13 14 15 16 ( 4 Weeks) 11 12 13 14 15 16 17 

17 18 19 20 21 22 23 18 19 20 21 22 23 24 
24 25 26 27 28 29 30 25 26 27 28 29 30 31 

FEB 31 AUG 1 2 3 4 5 6 7 
(4 Weeks) 1 2 3 4 5 6 (4 Weeks) 8 9 10 111213 14 

7 8 9 10 11 12 13 15 16 17 18 19 20 21 
14 15 16 17 18 19 20 22 23 24 25 26 27 28 
21 22 23 24 25 26 27 

MAR 28 SEP 29 30 31 
(5 Weeks) 1 2 3 4 5 6 (5 Weeks) 1 2 3 4 

7 8 9 10 111213 5 6 7 8 9 10 11 
14 15 16 17 18 19 20 12 13 14 15 16 17 18 
21 22 23 24 25 26 27 19 20 21 22 23 24 25 
28 29 30 31 26 27 28 29 30 

1 2 3 1 2 

Q2 Q4 
APR 4 5 6 7 8 9 10 OCT 3 4 5 6 7 8 9 
(4 Weeks) 11 12 13 14 15 16 17 (4 Weeks) 10 11 12 13 14 15 16 

18 19 20 21 22 23 24 17 18 19 20 21 22 23 
25 26 27 28 29 30 24 25 26 27 28 29 30 

1 

MAY 2 3 4 5 6 7 8 NOV 31 
(4 Weeks) 9 10 11 12 13 14 15 (4 Weeks) 1 2 3 4 5 6 

16 17 18 19 20 21 22 7 8 9 10 11 12 13 
23 24 25 26 27 28 29 14 15 16 17 18 19 20 

21 22 23 24 25 26 27 

JUN 30 31 DEC 28 29 30 
(5 Weeks) 1 2 3 4 5 (5 Weeks) 1 2 3 4 
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6 7 8 9 10 11 12 5 6 7 8 9 10 11 
13 14 15 16 17 18 19 12 13 14 15 16 17 18 
20 21 22 23 24 25 26 19 20 21 22 23 24 25 
27 28 29 30 26 27 28 29 30 31 

1 2 3 1 
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