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April 28, 2017
Dear Neos Stockholder:
I am pleased to invite you to attend the 2017 Annual Meeting of Stockholders (the "Annual Meeting") of Neos Therapeutics, Inc. ("Neos") to be held on
Thursday, June 15, 2017 at 8:00 a.m. Central Time at our offices, which are located at 2940 N. Highway 360, Suite 400, Grand Prairie, Texas, 75050.
Details regarding the meeting and the business to be conducted are more fully described in the accompanying Notice of 2017 Annual Meeting of
Stockholders and Proxy Statement.
Pursuant to the Securities and Exchange Commission rules that allow issuers to furnish proxy materials to stockholders over the Internet, we are posting
the proxy materials on the Internet and delivering a notice of the Internet availability of the proxy materials. On or about April 28, 2017, we will begin
mailing to our stockholders a Notice of Internet Availability (the "Notice") containing instructions on how to access or request a copy of our Proxy Statement
for the 2017 Annual Meeting of Stockholders and our Annual Report on Form 10-K for the year ended December 31, 2016.
Your vote is important. Whether or not you plan to attend the Annual Meeting, I hope you will vote as soon as possible. You may vote over the Internet
or in person at the Annual Meeting or, if you requested printed copies of proxy materials, you also may vote by mailing a proxy card. Please review the
instructions on the Notice or on the proxy card regarding your voting options.
Thank you for being a Neos stockholder. We look forward to seeing you at our Annual Meeting.
Sincerely,
Vipin Garg
Chief Executive Officer

YOUR VOTE IS IMPORTANT
In order to ensure your representation at the meeting, whether or not you plan to attend the meeting, please vote your shares as promptly as possible over the Internet by
following the instructions on your Notice or, if you requested printed copies of your proxy materials, by following the instructions on your proxy card. Your participation will help
to ensure the presence of a quorum at the meeting and save Neos the extra expense associated with additional solicitation. If you hold your shares through a broker, your broker is
not permitted to vote on your behalf in the election of directors, unless you provide specific instructions to the broker by completing and returning any voting instruction form that
the broker provides (or following any instructions that allow you to vote your broker-held shares via the Internet). For your vote to be counted, you will need to communicate your
voting decision before the date of the Annual Meeting. Voting your shares in advance will not prevent you from attending the Annual Meeting, revoking your earlier submitted
proxy or voting your stock in person.
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NEOS THERAPEUTICS, INC.
2940 N. Highway 360
Grand Prairie, TX 75050
NOTICE OF 2017 ANNUAL MEETING OF STOCKHOLDERS
Notice is hereby given that Neos Therapeutics, Inc. will hold its 2017 Annual Meeting of Stockholders (the "Annual Meeting") on Thursday, June 15,
2017 at 8:00 a.m. Central Time at our offices, which are located at 2940 N. Highway 360, Suite 400, Grand Prairie, Texas, 75050, for the following purposes:
•

To elect two Class II directors, Vipin Garg and Greg Robitaille, to hold office until the 2020 annual meeting of stockholders and until their
successors are duly elected and qualified, subject to their earlier resignation or removal;

•

To ratify the appointment of RSM US LLP as our independent registered public accounting firm for the fiscal year ending December 31, 2017;
and

•

To transact any other business that properly comes before the Annual Meeting (including adjournments and postponements thereof).

Only stockholders of record at the close of business on Wednesday, April 26, 2017 are entitled to notice of and to vote at the Annual Meeting as set forth
in the Proxy Statement. If you plan to attend the Annual Meeting in person, you should be prepared to present photo identification such as a valid driver's
license and verification of stock ownership for admittance. You are entitled to attend the Annual Meeting only if you were a stockholder as of the close of
business on Wednesday, April 26, 2017 or hold a valid proxy for the Annual Meeting. If you are a stockholder of record, your ownership as of the record date
will be verified prior to admittance into the meeting. If you are not a stockholder of record but hold shares through a broker, trustee, or nominee, you must
provide proof of beneficial ownership as of the record date, such as an account statement or similar evidence of ownership. Please allow ample time for the
admittance process. For instructions on how to vote your shares, please refer to the instructions on the Notice of Internet Availability of Proxy Materials you
received in the mail, the section titled "Voting" beginning on page 1 of this Proxy Statement or, if you requested to receive printed proxy materials, your
enclosed proxy card.
By Order of the Board of Directors,
Vipin Garg
Chief Executive Officer
Grand Prairie, TX
April 28, 2017
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PROXY STATEMENT
FOR THE 2017 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD THURSDAY, JUNE 15, 2017
GENERAL INFORMATION
Our Board of Directors (the "Board") solicits your proxy on our behalf for the 2017 Annual Meeting of Stockholders (the "Annual Meeting") and at any
postponement or adjournment of the Annual Meeting for the purposes set forth in this Proxy Statement and the accompanying Notice of Internet Availability
of Proxy Materials (the "Notice"). The Annual Meeting will be held at 8:00 a.m. Central Time on Thursday, June 15, 2017 at our offices, which are located at
2940 N. Highway 360, Suite 400, Grand Prairie, Texas, 75050. We made this Proxy Statement available to stockholders beginning on April 28, 2017.
In this Proxy Statement the terms "Neos," "the company," "we," "us," and "our" refer to Neos Therapeutics, Inc. The mailing address of our principal
executive offices is Neos Therapeutics, Inc., 2940 N. Highway 360, Suite 400, Grand Prairie, Texas, 75050.
Internet Availability of Proxy
Materials

We are providing access to our proxy materials over the Internet. On April 28, 2017,
we mailed the Notice to stockholders, unless they requested a printed copy of proxy
materials. The Notice contains instructions on how to access our proxy materials and
how to vote. If you would like to receive a paper or e-mail copy of our proxy
materials, please follow the instructions in the Notice. If you requested printed
versions of these materials by mail, they will also include a proxy card for the
Annual Meeting.

Record Date

April 26, 2017.

Quorum

A majority of the shares of all issued and outstanding stock entitled to vote on the
record date must be present in person or represented by proxy to constitute a
quorum.

Shares Outstanding

22,560,635 shares of common stock outstanding as of April 26, 2017. Each share of
our common stock is entitled to one vote for each director nominee and one vote for
each proposal.

Voting

There are three ways a stockholder of record can vote:
(1)

By Internet: You may vote over the Internet by following the instructions
provided in the Notice.

(2)

By Mail: If you requested printed copies of proxy materials, you can vote by
mailing your proxy as described in the proxy materials.
1
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(3)

In Person: If you are a stockholder as of the record date, you may vote in
person at the meeting. Submitting a proxy will not prevent a stockholder from
attending the Annual Meeting, revoking their earlier-submitted proxy, and
voting in person.

In order to be counted, proxies submitted by Internet must be received by 11:59 p.m.
Eastern Time on June 14, 2017. Proxies submitted by U.S. mail must be received
before the start of the Annual Meeting.
If you hold your shares through a bank or broker, please follow their instructions.
Revoking Your Proxy

Stockholders of record may revoke their proxies by attending the Annual Meeting
and voting in person, by filing an instrument in writing revoking the proxy or by
filing another duly executed proxy bearing a later date with our Secretary before the
vote is counted or by voting again using the Internet before the cutoff time (your
latest Internet proxy is the one that will be counted). If you hold shares through a
bank or broker, you may revoke any prior voting instructions by contacting that
firm.

Votes Required to Adopt Proposals

Each share of our common stock outstanding on the record date is entitled to one
vote on any proposal presented at the Annual Meeting:
For Proposal One, the election of directors, the two nominees receiving the plurality
of votes properly cast will be elected as directors.
For Proposal Two, a majority of the votes properly cast is required to ratify the
appointment of RSM US LLP as our independent registered public accounting firm
for the fiscal year ending December 31, 2017.

Effect of Abstentions and Broker
Non-Votes

Votes withheld from any nominee, abstentions and "broker nonvotes" (i.e., where a
broker has not received voting instructions from the beneficial owner and for which
the broker does not have discretionary power to vote on a particular matter) are
counted as present for purposes of determining the presence of a quorum. Shares
voting "withheld" have no effect on the election of directors. Abstentions have no
effect on the ratification of the appointment of RSM US LLP as our independent
registered public accounting firm for the fiscal year ending December 31, 2017.
Under the rules that govern brokers holding shares for their customers, brokers who
do not receive voting instructions from their customers have the discretion to vote
uninstructed shares on routine matters, but do not have discretion to vote such
uninstructed shares on non-routine matters. Only Proposal Two, the ratification of
the appointment of RSM US LLP, is considered a routine matter where brokers are
permitted to vote shares held by them without instruction. If your shares are held
through a broker, those shares will not be voted in the election of directors unless
you affirmatively provide the broker instructions on how to vote.
2
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Voting Instructions

If you complete and submit your proxy voting instructions, the persons named as
proxies will follow your instructions. If you submit proxy voting instructions but do not
direct how your shares should be voted on each item, the persons named as proxies will
vote for the election of the nominees for directors and for the ratification of the
appointment of RSM US LLP as our independent registered public accounting firm. The
persons named as proxies will vote on any other matters properly presented at the
Annual Meeting in accordance with their best judgment, although we have not received
timely notice of any other matters that may be properly presented for voting at the
Annual Meeting.

Voting Results

We will announce preliminary results at the Annual Meeting. We will report final results
by filing a Form 8-K within four business days after the Annual Meeting. If final results
are not available at that time, we will provide preliminary voting results in the Form 8-K
and will provide the final results in an amendment to the Form 8-K as soon as they
become available.

Additional Solicitation/Costs

We are paying for the distribution of the proxy materials and solicitation of the proxies.
As part of this process, we reimburse brokerage houses and other custodians, nominees
and fiduciaries for their reasonable out-of-pocket expenses for forwarding proxy and
solicitation materials to our stockholders. Proxy solicitation expenses that we will pay
include those for preparation, mailing, returning and tabulating the proxies. Our
directors, officers, and employees may also solicit proxies on our behalf in person, by
telephone, email or facsimile, but they do not receive additional compensation for
providing those services.

Householding

Some banks, brokers, and other nominee record holders may be participating in the
practice of "householding" proxy statements and annual reports. This means that only
one copy of the Notice, Proxy Statement, and Annual Report on Form 10-K for the year
ended December 31, 2016, as applicable, is being delivered to multiple stockholders
sharing an address unless we have received contrary instructions. We will promptly
deliver a separate copy of any of these documents to you if you write to us at Investor
Relations at Neos Therapeutics, Inc., 2940 N. Highway 360, Grand Prairie, Texas, 75050
or call (972) 408-1300. If you want to receive separate copies of the Notice, Proxy
Statement, or Annual Report on Form 10-K in the future, or if you are receiving multiple
copies and would like to receive only one copy for your household, you should contact
your bank, broker, or other nominee record holder, or you may contact us at the above
address or telephone number.
3
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PROPOSAL ONE
ELECTION OF DIRECTORS
Number of Directors; Board Structure
Our Board is divided into three staggered classes of directors as nearly equal in number as possible. One class is elected each year at the annual meeting
of stockholders for a term of three years. The term of the Class II directors expires at the Annual Meeting. The term of the Class III directors expires at the
2018 annual meeting. The term of the Class I directors expires at the 2019 annual meeting. Directors are elected to hold office for a three-year term or until
the election and qualification of their successors in office.
Nominees
Based on the recommendation of the Nominating and Corporate Governance Committee of our Board, our Board has nominated Vipin Garg and Greg
Robitaille for election as directors to serve for a three-year term ending at the 2020 annual meeting or until their successors are elected and qualified. Each of
the nominees is a current member of our Board and has consented to serve if elected.
Unless you direct otherwise through your proxy voting instructions, the persons named as proxies will vote all proxies received "for" the election of each
nominee. If any nominee is unable or unwilling to serve at the time of the Annual Meeting, the persons named as proxies may vote for a substitute nominee
chosen by the present Board. In the alternative, the proxies may vote only for the remaining nominees, leaving a vacancy on the Board. The Board may fill
such vacancy at a later date or reduce the size of the Board. We have no reason to believe that any of the nominees will be unwilling or unable to serve if
elected as a director.
Recommendation of the Board

THE BOARD RECOMMENDS THAT YOU VOTE "FOR" THE ELECTION OF EACH OF THE FOLLOWING NOMINEES.

The biographies of each of the nominees and continuing directors below contain information regarding each such person's service as a director, business
experience, director positions held currently or at any time during the last five years and the experiences, qualifications, attributes or skills that caused the
nominating and corporate governance committee to determine that the person should serve as a director of the company. In addition to the information
presented below regarding each such person's specific experience, qualifications, attributes and skills that led the Board and its nominating and corporate
governance committee to the conclusion that he or she should serve as a director, we also believe that each of our directors has a reputation for integrity,
honesty and adherence to high ethical standards. Each of our directors has demonstrated business acumen and an ability to exercise sound judgment, as well
as a commitment of service to Neos and our Board. Finally, we value our directors' experience in relevant areas of business management and on other boards
of directors and board committees.
Our corporate governance guidelines also dictate that a majority of the Board be comprised of independent directors whom the Board has determined
have no material relationship with Neos and who are otherwise "independent" directors under the published listing requirements of the NASDAQ Global
Market ("NASDAQ").
4
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Nominees for Election for a Three-Year Term Ending at the 2020 Annual Meeting
Vipin Garg, Ph.D., 59, has served as our Chief Executive Officer and a member of our board of directors since October 2013, and was named our
President in July 2014. Prior to joining us, Dr. Garg served as President, Chief Executive Officer and a director of Tranzyme, Inc., now Ocera
Therapeutics, Inc. (NASDAQ: OCRX) from September 2001 to July 2013. Dr. Garg has also served as Vice President of Operations and Business
Development, and later Chief Operating Officer, of Apex Bioscience, Inc. from 1994 to 2000, as Vice President of Development at DNX BioTherapeutics, Inc. from 1992 to 1994, as Director of Technical Services and Marketing at Sepracor, Inc., now Dainippon Sumitomo Pharma, from 1989 to
1992, and as Manager, Contract Services at Bio-Response Inc. from 1986 to 1989. Dr. Garg has served on the board of North Carolina Biotechnology Center
and on the Executive Committee of CED (formerly the Council for Entrepreneurial Development), and is the recipient of the Ernst & Young Entrepreneur of
the Year Award for the Carolinas Region in 2009. Dr. Garg received his Ph.D. in Biochemistry from the University of Adelaide, Australia, his M.Sc. from the
Indian Agricultural Research Institute in New Delhi, India, and his B.Sc. from Meerut University, India.
We believe that Dr. Garg's perspective and experience as our Chief Executive Officer and President, as well as his depth of experience in the
biopharmaceutical industry in a wide range of therapeutic areas provide him with the qualifications and skills to serve on our board of directors.
Greg Robitaille, 53, has served on our board of directors since June 2009. Since July 2011, Mr. Robitaille has managed Corporate Development
activities at Water Street Healthcare Partners. Mr. Robitaille holds a B.A. from Hamilton College and an M.B.A. from Columbia University.
We believe that Mr. Robitaille is qualified to serve on our board of directors based on his experience in the life sciences industry and for his knowledge
in financial and corporate development matters.
Directors Continuing in Office Until the 2018 Annual Meeting
John Schmid, 54, has served on our board of directors since June 2015. Mr. Schmid served as Chief Financial Officer of Auspex Pharmaceuticals, Inc., a
publicly traded biotechnology company, from September 2013 until its sale to Teva Pharmaceuticals, Inc. (NYSE: TEVA) in June 2015. Prior to that, he cofounded Trius Therapeutics, Inc., where he served as Chief Financial Officer from June 2004 until its merger with Cubist Pharmaceuticals, Inc. in September
2013. Mr. Schmid also served as Chief Financial Officer at GeneFormatics, Inc. from 1998 to 2003 and as Chief Financial Officer at Endonetics, Inc. from
1995 to 1998. He currently serves on the board of directors of AnaptysBio, Inc. and as chairman of the board of directors of Speak, Inc. Mr. Schmid holds a
B.A. in Economics from Wesleyan University and an M.B.A. from the University of San Diego.
We believe that Mr. Schmid is qualified to serve on our board of directors based on his experience in the life sciences industry and for his knowledge in
financial and corporate development matters.
Paul R. Edick, 61, has served on our board of directors since June 2015. He has been the Chief Executive Officer and President of Xeris Pharmaceuticals
since January 2017. He is the Founding Partner of 3G Advisors, LLC, a consultancy to the pharmaceutical, healthcare and healthcare investor communities, a
company he founded in 2007. From July 2010 until November 2014, Mr. Edick was the Chief Executive Officer of Durata Therapeutics Inc., a
biopharmaceutical company acquired by Actavis plc (NYSE: ACT) in November 2014. Prior to starting Durata, Mr. Edick was Chief Executive Officer of
Ganic Pharmaceuticals from 2008 to 2010, Chief Executive Officer of MedPointe Healthcare Inc. (acquired by Meda AB of Sweden in 2007) from 2006 to
2008, and President of Pharmaceutical Operations at MedPointe Inc. from 2002 to 2006. Mr. Edick has served on the board of directors of NewLink
Genetics Inc. (NASDAQ: NLNK) since 2011 and joined the board of directors of
5
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PDL BioPharma, Inc. (NASDAQ: PDLI) and Iterum Therapeutics, Inc. in 2015 and Sucampo Pharmaceuticals, Inc. (NASDAQ: SCMP) in 2017. Between 1994
and 2002, Mr. Edick held a series of executive positions at G. D. Searle and its acquirer, Pharmacia Corporation. From 1978 to 1994, Mr. Edick held sales,
marketing, advertising and advisory positions in Procter & Gamble, Ortho Pharmaceutical and The Hamilton Group. Mr. Edick holds a B.A. in Psychology
from Hamilton College in Clinton, NY.
We believe that Mr. Edick is qualified to serve on our board of directors based on his experience in the life sciences industry and service on the board of
directors of other public companies in the life science industry.
Beth Hecht, 53, has served on our board of directors since September 2015. Since October 2012, she has served as Managing Director and Chief Legal
and Administrative Officer of Auven Therapeutics, a global private equity firm that acquires and develops pharmaceutical products that address unmet
medical needs. From November 2013 through November 2014, Ms. Hecht also served as Corporate Secretary and Legal and Compliance Advisor at Durata
Therapeutics Inc., which merged with Actavis plc in November 2014. Prior to that, she was Senior Vice President, General Counsel and Corporate Secretary at
the Sun Products Corporation from March 2009 through September 2012, and prior to that Executive Vice President and General Counsel of MedPointe Inc.
Ms. Hecht received a J.D. from Harvard Law School and a B.A. from Amherst College.
We believe that Ms. Hecht is qualified to serve on our board of directors based on her experience in the life sciences industry and for her knowledge of
corporate compliance matters.
Directors Continuing in Office Until the 2019 Annual Meeting
Alan Heller, 63, has served as Chairman of our board of directors since June 2009. Mr. Heller has been an Operating Partner at Water Street Healthcare
Partners, LLC, since January 2006. Mr. Heller was President and CEO of American Pharmaceutical Partners from October 2004 until November 2005, and
prior to that was Corporate Vice President and President Global Renal at Baxter International from September 2000 until January 2004. Earlier, Mr. Heller
served as President of Searle Operations at the time of its integration with Pharmacia Corporation. He currently serves as Chairman of the boards of directors
of privately-held Capstone Development, Inc., Custopharm, Inc. and The Access Group. Mr. Heller holds an M.B.A. from DePaul University and a B.S. from
the University of Illinois, Chicago.
We believe that Mr. Heller is qualified to serve on our board of directors based on his experience in product launch and commercialization in the
pharmaceutical industry and his knowledge in financial and corporate development matters.
Bryant Fong, 44, has served on our board of directors since June 2009. Since October 2013, he has served as founding General Partner at Biomark
Capital, LLP, a life sciences venture capital fund. Prior to Biomark Capital, Mr. Fong was a Managing Director at Burrill & Company, from 1998 to 2013.
Mr. Fong received his B.A. in Biochemistry from the University of California at Berkeley. Mr. Fong currently serves on the boards of several life science
companies including ADMA Biologics (NASDAQ: ADMA), where he serves on the audit and compensation committees, JHL Biotech, Biozeus and i2Dx.
We believe that Mr. Fong is qualified to serve on our board of directors based on his experience in the life sciences industry and for his knowledge in
financial and corporate development matters.
6
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Executive Officers
In addition to Dr. Garg, our chief executive officer who also serves as a director, our executive officers are:
Richard Eisenstadt, 58, has served as our Chief Financial Officer since May 2014. Prior to joining us, he served as Chief Financial Officer of
ArborGen Inc. from January 2013 to May 2014, and as Vice President of Finance and Chief Financial Officer of Tranzyme, Inc., now Ocera Therapeutics, Inc.
(NASDAQ: OCRX) from June 2003 to December 2012. He previously held financial leadership positions at Cogent Neuroscience, Inc. and Nimbus CD
International, Inc. Mr. Eisenstadt received his M.B.A. from James Madison University and his B.A. in Economics from the University of North Carolina,
Chapel Hill.
Thomas McDonnell, 45, has served as our Chief Commercial Officer since April 2015. Prior to joining us, Mr. McDonnell spent ten years with Shire
(NASDAQ:SHPG), most recently as Vice President of U.S. Marketing in the Neuroscience Business Unit from December 2013 to March 2015. From August
2012 to November 2013, he was Vice President, General Manager of Adult Psychiatry at Shire. Previously, he held several commercial and marketing
positions at Shire, including Senior Director, General Manager for Equasym XL, Senior Director of Marketing for Intuniv, Director of Marketing for Vyvanse,
and Senior Product Manager for Adderall XR. From 1997 to 2005, he held various sales, sales management and marketing positions at Abbott Laboratories
and Knoll Pharmaceuticals. Mr. McDonnell received his B.A. in Marketing from Muhlenberg College.
Dorothy Engelking, 56, has served as our Vice President of Regulatory Affairs since April 2010. Prior to joining us, Ms. Engelking served as Vice
President of Kendle International, Inc. from July 2008 to July 2009, Senior Vice President of Regulatory Affairs at Xanodyne Pharmaceutics, Inc. from March
2006 to July 2008, and as Vice President of Regulatory Affairs at Watson Pharmaceuticals Inc., now Actavis plc (NYSE: ACT) from January 1999 to March
2006. Ms. Engelking received her B.S. in Chemistry and M.S. in Analytical Chemistry from South Dakota School of Mines and Technology, and holds a
Regulatory Certificate from the Regulatory Affairs Professional Society.
Juergen A. Martens, 61, has served as our Chief Technology and Operations Officer since May 2016. Prior to joining us, Dr. Martens served as Chief
Operating Officer of MannKind Corporation (NASDAQ: MNKD) from January 2015 to March 2016, and as their Corporate Vice President of Operations and
Chief Technology Officer from September 2005 to January 2015. From 2000 to August 2005, he was employed by Nektar Therapeutics, serving as Vice
President of Pharmaceutical Technology Development. Previously, he held technical management positions at Aerojet Fine Chemicals from 1998 to 2000
and at FMC Corporation from 1996 to 1998. From 1987 to 1996, Dr. Martens held a variety of management positions with increased managerial
responsibility in R&D, plant management, and business process development at Lonza, in Switzerland and in the United States. Dr. Martens holds a
bachelor's degree in chemical engineering from the Technical College Mannheim/Germany, a bachelor's and master's degree in Chemistry and a doctorate in
Physical Chemistry from the University of Marburg/Germany. Dr. Martens obtained an executive master's degree in Management (EMTM) from the
University of Pennsylvania, a joint program of the Wharton School of Business & the School of Engineering and Applied Science.
CORPORATE GOVERNANCE
Board Independence
The Board has determined that each of our directors, except for Dr. Garg as chief executive officer and president, has no relationship that would interfere
with the exercise of independent judgment in carrying out the responsibilities of a director and is "independent" within the meaning of our director
independence standards and the director independence standards of NASDAQ and the
7
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Securities and Exchange Commission ("SEC"). Furthermore, the Board has determined that each member of each of the committees of the Board is
independent within the meaning of the NASDAQ's, the SEC's, and our applicable committees' independence standards, including Rule 10a-3(b)(1) under the
Securities Exchange Act of 1934, as amended (the "Exchange Act"). In making that determination, the Board considered all relevant facts and circumstances,
including (but not limited to) the director's commercial, industrial, banking, consulting, legal, accounting, charitable, and familial relationships. There are no
family relationships among any of our directors or executive officers. In addition, a majority of the members of the Board meets the independence standards
under the rules of the NASDAQ.
At least annually, the Board will evaluate all relationships between us and each director in light of relevant facts and circumstances for the purposes of
determining whether a material relationship exists that might signal a potential conflict of interest or otherwise interfere with such director's ability to satisfy
his or her responsibilities as an independent director. Based on this evaluation, the Board will make an annual determination of whether each director is
independent within the meaning of the NASDAQ's, the SEC's, and our applicable committees' independence standards.
Code of Business Conduct and Ethics
On July 9, 2015, we adopted a code of business conduct and ethics that applies to all of our employees, officers and directors, including those officers
responsible for financial reporting. Our code of business conduct and ethics is available on our website at http://investors.neostx.com. We intend to disclose
any amendments to the code, or any waivers of its requirements, on our website, or in a current report on Form 8-K as may be required by law or applicable
NASDAQ rules.
Corporate Governance Guidelines
The Board has adopted corporate governance guidelines to assist and guide its members in the exercise of its responsibilities. These guidelines should be
interpreted in accordance with any requirements imposed by applicable federal or state law or regulation, the NASDAQ and our certificate of incorporation
and bylaws. Our corporate governance guidelines are available on our website at http://investors.neostx.com. Although these corporate governance
guidelines have been approved by the Board, it is expected that these guidelines will evolve over time as customary practice and legal requirements change.
In particular, those guidelines that encompass legal, regulatory or exchange requirements as they currently exist will be deemed to be modified as and to the
extent that such legal, regulatory or exchange requirements are modified. In addition, the guidelines may also be amended by the Board at any time as it
deems appropriate.
Board and Committee Meetings
The Board meets on a regularly scheduled basis during the year to review significant developments affecting us and to act on matters requiring their
approval. It also holds special meetings when important matters require action between scheduled meetings. Members of senior management regularly attend
meetings to report on and discuss their areas of responsibility. During 2016, the Board held nine meetings. The Board has three standing committees:
•

the audit committee, which held four meetings in 2016;

•

the compensation committee, which held four meetings in 2016; and

•

the nominating and corporate governance committee, which held three meetings in 2016.

Each of the incumbent directors of the Board attended at least 75% of the aggregate of all meetings of the Board and meetings of committees of our
Board upon which they served (during the periods that they served) during 2016. The Board regularly holds executive sessions of the independent
8
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directors. Executive sessions do not include employee directors or directors who do not qualify as independent under NASDAQ and SEC rules.
Annual Meeting Attendance
It is our policy that members of our Board are encouraged to attend annual meetings of our stockholders. In 2016, 100% of the incumbent directors of the
Board attended the annual meeting of stockholders.
Committees
Our bylaws provide that the Board may delegate responsibility to committees. The Board has three standing committees: an audit committee, a
compensation committee, and a nominating and corporate governance committee. The Board has also adopted a written charter for each of the three standing
committees. Each committee charter is available in the corporate governance section of our website at http://investors.neostx.com.
Audit Committee
Messrs. Robitaille, Fong and Schmid currently serve on the audit committee, which is chaired by Mr. Schmid. The Board has determined that each
member of the audit committee is "independent" for audit committee purposes as that term is defined under Rule 10A-3 of the Exchange Act, and the
applicable NASDAQ rules. Each member of the audit committee meets the requirements for financial literacy under the applicable rules and regulations of the
SEC and NASDAQ. The Board has designated Mr. Schmid as an "audit committee financial expert," as defined under the applicable rules of the SEC. The
audit committee's responsibilities include:
•

appointing, approving the compensation of, reviewing the performance of, and assessing the independence of our independent registered
public accounting firm;

•

pre-approving audit and permissible non-audit services, and the terms of such services, to be provided by our independent registered public
accounting firm;

•

reviewing the internal audit plan with the independent registered public accounting firm and members of management responsible for
preparing our financial statements;

•

reviewing and discussing with management and the independent registered public accounting firm our annual and quarterly financial
statements and related disclosures as well as critical accounting policies and practices used by us;

•

reviewing the adequacy of our internal control over financial reporting;

•

establishing policies and procedures for the receipt and retention of accounting-related complaints and concerns;

•

recommending, based upon its review and discussions with management and the independent registered public accounting firm, whether our
audited financial statements shall be included in our Annual Report on Form 10-K;

•

preparing the audit committee report required by the rules of the SEC to be included in our annual proxy statement;

•

reviewing all related party transactions for potential conflict of interest situations and approving all such transactions; and

•

reviewing policies related to risk assessment and risk management; and establishing, maintaining and overseeing our Code of Business
Conduct and Ethics.
9
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The audit committee met four times during the fiscal year ended December 31, 2016. The audit committee operates under a written charter adopted by
the Board of Directors, a current copy of which is available at the Corporate Governance section of our website at http://investors.neostx.com.
Compensation Committee
Messrs. Robitaille, Fong and Edick currently serve on the compensation committee, which is chaired by Mr. Robitaille. The Board has determined that
each member of the compensation committee is "independent" as that term is defined in the applicable SEC and NASDAQ rules. The compensation
committee's responsibilities include:
•

annually reviewing and recommending for approval by the independent directors of the board individual and corporate goals and objectives
relevant to the compensation of our executive officers;

•

evaluating the performance of our executive officers in light of such individual and corporate goals and objectives and determining the
compensation of our executive officers;

•

appointing, compensating and overseeing the work of any compensation consultant, legal counsel or other advisor retained by the
compensation committee;

•

conducting the independence assessment outlined in NASDAQ rules with respect to any compensation consultant, legal counsel or other
advisor retained by the compensation committee;

•

annually reviewing and reassessing the adequacy of the committee charter in its compliance with the applicable NASDAQ rules;

•

overseeing and administering our compensation and similar plans;

•

reviewing and approving our policies and procedures for the grant of equity-based awards;

•

reviewing and making recommendations to the board of directors with respect to director compensation;

•

reviewing and approving stock option grants, and making recommendations to the board of directors with respect to stock option grants made
to directors, executive officers, senior vice presidents or anyone reporting directly to our chief executive officer;

•

reviewing and discussing with management the compensation discussion and analysis, if any, to be included in our annual proxy statement;
and

•

reviewing and discussing with the board of directors corporate succession plans for the chief executive officer and other senior management
positions.

The compensation committee met four times during the fiscal year ended December 31, 2016. The compensation committee operates under a written
charter adopted by the Board of Directors, a current copy of which is available at the Corporate Governance section of our website at
http://investors.neostx.com.
Nominating and Corporate Governance Committee
Messrs. Edick, Schmid and Heller and Ms. Hecht currently serve on the nominating and corporate governance committee, which is chaired by Ms. Hecht.
The Board has determined that each member of the nominating and corporate governance committee is "independent" as that term is defined in the
10
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applicable SEC and NASDAQ rules. The nominating and corporate governance committee's responsibilities include:
•

developing and recommending to the board of directors criteria for board and committee membership;

•

establishing procedures for identifying and evaluating board of director candidates, including nominees recommended by stockholders;

•

identifying individuals qualified to become members of the board of directors;

•

recommending to the board of directors the persons to be nominated for election as directors and to each of the board's committees; and

•

developing and recommending to the board of directors a set of corporate governance principles.

The nominating and corporate governance committee met three times during the fiscal year ended December 31, 2016. The nominating and corporate
governance committee operates under a written charter adopted by the Board of Directors, a current copy of which is available at the Corporate Governance
section of our website at http://investors.neostx.com.
Identifying and Evaluating Director Nominees
The Board has delegated the director selection and nomination process to the nominating and corporate governance committee, with the expectation
that other members of the Board, and of management, will be requested to take part in the process as appropriate.
Generally, the nominating and corporate governance committee identifies candidates for director nominees in consultation with management, through
the use of search firms or other advisors, through the recommendations submitted by stockholders or through such other methods as the nominating and
corporate governance committee deems to be helpful to identify candidates. Once candidates have been identified, the nominating and corporate governance
committee confirms that the candidates meet all of the minimum qualifications for director nominees established by the nominating and corporate
governance committee. The nominating and corporate governance committee may gather information about the candidates through interviews, detailed
questionnaires, comprehensive background checks or any other means that the nominating and corporate governance committee deems to be appropriate in
the evaluation process. The nominating and corporate governance committee then meets as a group to discuss and evaluate the qualities and skills of each
candidate, both on an individual basis and taking into account the overall composition and needs of the Board. Based on the results of the evaluation
process, the nominating and corporate governance committee recommends candidates for the Board's approval as director nominees for election to the Board.
Minimum Qualifications
In evaluating proposed director candidates, the nominating and corporate governance committee may consider, all facts and circumstances that it deems
appropriate or advisable, including, among other things, the skills of the proposed director candidate, his or her depth and breadth of professional experience
or other background characteristics, his or her independence, the current size and composition of our Board and the needs of our Board and its respective
committees. Some of the qualifications that our nominating and corporate governance committee considers include, without limitation, integrity, judgment,
diversity of experience, expertise, business acumen, understanding of our business and industry, potential conflicts of interest and other commitments.
Nominees must also have proven achievement and competence in their field and the ability to provide guidance to our management team and make
significant contributions to our success, and an understanding of the
11
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fiduciary responsibilities that are required of a director. Director candidates must have sufficient time available in the judgment of our nominating and
corporate governance committee to perform all board of director and committee responsibilities. Members of our Board are expected to prepare for, attend,
and participate in all board of director and applicable committee meetings.
While we do not have a specific policy with regard to the consideration of diversity in identifying director nominees, in identifying and evaluating
proposed director candidates, we value diversity of perspective and the nominating and corporate governance committee considers, in addition to the
minimum qualifications and other criteria for Board membership approved by the Board from time to time, whether, if elected, the nominee assists in
achieving a mix of board members that represents a diversity of race, ethnicity, gender, age, background, and professional experience.
Stockholder Recommendations
Stockholders may submit recommendations for director candidates to the nominating and corporate governance committee by sending the individual's
name and qualifications to our Secretary at Neos Therapeutics, Inc., 2940 N. Highway 360, Suite 400, Grand Prairie, Texas, 75050, who will forward all
recommendations to the nominating and corporate governance committee. The nominating and corporate governance committee will evaluate any
candidates recommended by stockholders against the same criteria and pursuant to the same policies and procedures applicable to the evaluation of
candidates proposed by directors or management.
Stockholder Communications
The Board provides to every securityholder the ability to communicate with the Board, as a whole, and with individual directors on the Board through
an established process for securityholder communication. For a securityholder communication directed to the Board of Directors as a whole, securityholders
may send such communication to the attention of the Company's Secretary via U.S. Mail or Expedited Delivery Service to: Neos Therapeutics, Inc., 2940 N.
Highway 360, Suite 400, Grand Prairie, Texas, 75050, Attn: Board of Directors, c/o Secretary.
For a securityholder communication directed to an individual director in his or her capacity as a member of the Board, securityholders may send such
communication to the attention of the individual director via U.S. Mail or Expedited Delivery Service to: Neos Therapeutics, Inc., 2940 N. Highway 360,
Suite 400, Grand Prairie, Texas, 75050, Attn: [Name of Individual Director].
We will forward by U.S. Mail any such securityholder communication to each director, and the Chairman of the Board in his or her capacity as a
representative of the Board, to whom such securityholder communication is addressed to the address specified by each such director and the Chairman of the
Board, unless there are safety or security concerns that mitigate against further transmission.
Board Leadership Structure and Board's Role in Risk Oversight
The positions of our chairman of the board and chief executive officer are separated. Separating these positions allows our chief executive officer to
focus on our day-to-day business, while allowing the chairman of the board to lead the board of directors in its fundamental role of providing advice to and
independent oversight of management. Our board of directors recognizes the time, effort and energy that the chief executive officer must devote to his
position in the current business environment, as well as the commitment required to serve as our chairman, particularly as the board of directors' oversight
responsibilities continue to grow. Our board of directors also believes that this structure ensures a greater role for the independent directors in the oversight of
our company and active participation of the independent directors in setting agendas and establishing priorities and procedures for the work of our board of
directors. This leadership structure is also preferred by a significant number of our
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stockholders. Our board of directors believes its administration of its risk oversight function has not affected its leadership structure.
Although our bylaws do not require our chairman and chief executive officer positions to be separate, our board of directors believes that having separate
positions is the appropriate leadership structure for us at this time and demonstrates our commitment to good corporate governance.
Risk is inherent with every business, and how well a business manages risk can ultimately determine its success. We face a number of risks, including
those described under the section "Risk factors" located in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016. Our board of
directors is actively involved in oversight of risks that could affect us. This oversight is conducted primarily by our full board of directors, which has
responsibility for general oversight of risks.
Our board of directors satisfies this responsibility through full reports by each committee chair regarding the committee's considerations and actions, as
well as through regular reports directly from officers responsible for oversight of particular risks within our company. Our board of directors believes that full
and open communication between management and the board of directors is essential for effective risk management and oversight.
Compensation Risk Assessment
We believe that although a portion of the compensation provided to our executive officers and other employees is performance-based, our executive
compensation program does not encourage excessive or unnecessary risk taking. Our compensation programs are designed to encourage our executive
officers and other employees to remain focused on both short-term and long-term strategic goals, in particular in connection with our pay-for-performance
compensation philosophy. As a result, we do not believe that our compensation programs are reasonably likely to have a material adverse effect on us.
Anti-Hedging and Anti-Pledging Policies
Our insider trading policies prohibit all directors, executive officers, and employees from buying or selling derivatives on our securities, engaging in
hedging transactions involving our securities or holding our securities in a margin account, and only allow our securities to be pledged as collateral for a
loan with the prior approval by the audit committee which must have at least two (2) weeks to consider any such request for approval. To date no such
requests have been made or approved.
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PROPOSAL TWO
RATIFICATION OF THE APPOINTMENT OF
OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Our independent registered public accounting firm for the fiscal year ending December 31, 2016 was RSM US LLP, and we are asking you and other
stockholders to ratify this appointment for the fiscal year ended December 31, 2017.
The audit committee annually reviews the independent registered public accounting firm's independence, including reviewing all relationships between
the independent registered public accounting firm and us and any disclosed relationships or services that may impact the objectivity and independence of
the independent registered public accounting firm, and the independent registered public accounting firm's performance. As a matter of good corporate
governance, the Board determined to submit to stockholders for ratification of the appointment of RSM US LLP. A majority of the votes properly cast is
required in order to ratify the appointment of RSM US LLP. In the event that a majority of the votes properly cast do not ratify this appointment of RSM
US LLP, we will review our future appointment of RSM US LLP.
We expect that a representative of RSM US LLP will attend the Annual Meeting and the representative will have an opportunity to make a statement if
he or she so chooses. The representative will also be available to respond to appropriate questions from stockholders.
Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Registered Public Accounting Firm
We have adopted a policy under which the audit committee must pre-approve all audit and permissible non-audit services to be provided by the
independent registered public accounting firm. These services may include audit services, audit-related services, tax services and other services. Pre-approval
would generally be requested annually, with any pre-approval detailed as to the particular service, which must be classified in one of the categories of
services listed below. The audit committee may also, on a case-by-case basis, pre-approve particular services that are not contained in the annual pre-approval
request. In connection with this pre-approval policy, the audit committee also considers whether the categories of pre-approved services are consistent with
the rules on accountant independence of the SEC and the Public Company Accounting Oversight Board.
In addition, in the event time constraints require pre-approval prior to the audit committee's next scheduled meeting, the audit committee has authorized
its Chairperson to pre-approve services. Engagements so pre-approved are to be reported to the audit committee at its next scheduled meeting.
Audit Fees
The following table sets forth the fees billed by RSM US LLP for audit, audit-related, tax and all other services rendered for 2016 and 2015 (in
thousands):
Fee Category

2016

Audit Fees
Audit Related Fees
Tax Fees
Total Fees

2015

$ 311 $ 260
18
300
4
26
$ 333 $ 586

Audit Fees. Represents fees billed for services provided in connection with the audits of our annual financial statements and internal control over
financial reporting, and reviews of our quarterly financial statements.
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Audit Related Fees. Represents fees billed for services provided in connection with the filings of our registration statements in connection with our
public stock offerings.
Tax Fees. Represents fees billed for professional services provided for tax compliance, advice and planning.
The Audit Committee pre-approved all services performed since the pre-approval policy was adopted.
Recommendation of the Board

THE BOARD RECOMMENDS THAT YOU VOTE "FOR" RATIFICATION OF THE APPOINTMENT OF RSM US LLP AS OUR INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING DECEMBER 31, 2017.

Report of the Audit Committee of the Board of Directors
The information contained in this audit committee report shall not be deemed to be (1) "soliciting material," (2) "filed" with the SEC, (3) subject to
Regulations 14A or 14C of the Exchange Act, or (4) subject to the liabilities of Section 18 of the Exchange Act. No portion of this audit committee report
shall be deemed to be incorporated by reference into any filing under the Securities Act of 1933, as amended (the "Securities Act"), or the Exchange Act,
through any general statement incorporating by reference in its entirety the proxy statement in which this report appears, except to the extent that Neos
specifically incorporates this report or a portion of it by reference. In addition, this report shall not be deemed filed under either the Securities Act or the
Exchange Act.
This report is submitted by the audit committee of the Board. The audit committee consists of the three directors whose names appear below. None of the
members of the audit committee is an officer or employee of Neos, and the Board has determined that each member of the audit committee is "independent"
for audit committee purposes as that term is defined under Rule 10A-3 of the Exchange Act, and the applicable NASDAQ rules. Each member of the audit
committee meets the requirements for financial literacy under the applicable rules and regulations of the SEC and NASDAQ. The Board has designated
Mr. Schmid as an "audit committee financial expert," as defined under the applicable rules of the SEC. The audit committee operates under a written charter
adopted by the Board.
The Audit Committee's general role is to assist the Board in monitoring our financial reporting process and related matters. Its specific responsibilities are
set forth in its charter.
The Audit Committee has reviewed the company's consolidated financial statements for 2016 and met with management, as well as with representatives
of RSM US LLP, the company's independent registered public accounting firm, to discuss the consolidated financial statements. The Audit Committee also
discussed with members of RSM US LLP the matters required to be discussed by the Statement on Auditing Standards No. 1301, as adopted by the Public
Company Accounting Oversight Board.
The Audit Committee reviewed management's report on its assessment of the effectiveness of the company's internal control over financial reporting. The
Audit Committee meets with representatives of the independent registered public accounting firm, with and without management present, to discuss the
results of their examinations, their evaluations of the company's internal control, including internal control over financial reporting and the overall quality of
the company's financial reporting.
In addition, the Audit Committee received the written disclosures and the letter from RSM US LLP required by applicable requirements of the Public
Company Accounting Oversight Board
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regarding the independent accountant's communications with the Audit Committee concerning independence, and discussed with members of RSM US LLP
its independence.
Based on these discussions, the financial statement review and other matters it deemed relevant, the Audit Committee recommended to the Board that the
company's audited consolidated financial statements for 2016 be included in its Annual Report on Form 10-K for 2016.
Audit Committee
John Schmid (Chairperson)
Bryant Fong
Greg Robitaille
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SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information known to us regarding the beneficial ownership of our common stock as of March 31, 2017, for:
•

each person known by us to be the beneficial owner of more than 5% of our common stock;

•

our named executive officers;

•

each of our directors and director nominees; and

•

all executive officers and directors as a group.

Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities.
Except as noted by footnote, and subject to community property laws where applicable, we believe, based on the information provided to us, that the persons
and entities named in the table below have sole voting and investment power with respect to all shares of common stock shown as beneficially owned by
them.
The table lists applicable percentage ownership based on 22,560,635 shares of common stock outstanding as of March 31, 2017. Options to purchase
shares of our common stock that are exercisable within 60 days of March 31, 2017, are deemed to be beneficially owned by the persons holding these options
for the purpose of computing percentage ownership of that person and in total, but are not treated as outstanding for the purpose of computing any other
person's ownership percentage. Unless
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otherwise indicated, the address for each beneficial owner is c/o Neos Therapeutics, Inc. 2940 N. Highway 360, Suite 400, Grand Prairie, Texas, 75050.
Percentage of shares
beneficially owned
Number of
Percentage
shares
of shares
beneficially
beneficially
owned**
owned

Name and address of beneficial owner

5% or greater stockholders:
Entities affiliated with Jack W. Schuler, 100 N Field Drive, Suite 360, Lake Forest, IL 60045(1)
Entities affiliated with Franklin Resources, Inc., One Franklin Parkway, San Mateo, CA 94403(2)
Entities affiliated with Deerfield Management Company, L.P. 780 Third Avenue, 37th Floor,
New York, NY 10017(3)
Entities affiliated with Presidio Partners, 2007 L.P., 1 Letterman Drive, Building C, Suite
CM 500, San Francisco, CA 94129(4)
Entities affiliated with Essex Capital Corporation, 1486 East Valley Road, Santa Barbara,
California 93108(5)
Directors and named executive officers:
Alan Heller(6)
Vipin Garg(7)
Richard Eisenstadt(8)
Greg Robitaille(9)
Thomas McDonnell(10)
Dorothy Engelking(11)
Bryant Fong(12)
John Schmid(13)
Paul Edick(14)
Beth Hecht(15)
Juergen Martens(16)
All directors and executive officers as a group (11 individuals)

2,338,671
2,176,100

10.37%
9.65%

2,099,166

9.30%

1,508,164

6.68%

1,222,305

5.42%

401,907
370,656
102,142
82,904
66,396
44,365
23,519
22,019
22,019
20,457
10,000
1,166,384

1.78%
1.63%
*
*
*
*
*
*
*
*
*
5.17%

*

Represents beneficial ownership of less than 1% of our outstanding common stock.

**

Fractional shares have been rounded down to the nearest whole number.

(1)

Based on Form 3 filed with the SEC on February 17, 2017, beneficial ownership as of February 17, 2017 consists of 2,338,671 shares
of common stock held by the Jack W. Schuler Living Trust ("Schuler Trust"), over which Mr. Schuler is the sole trustee and as such,
may be deemed to have sole voting and dispositive powers with respect to the shares held by the Schuler Trust.

(2)

Based on Schedule 13G filed with the SEC on March 10, 2017, beneficial ownership as of February 28, 2017 consists of: 2,167,077
shares held by Franklin Advisors, Inc., and 9,023 shares held by Fiduciary Trust Company International. These securities are
beneficially owned by investment companies or other managed accounts that are investment management clients of investment
managers that are direct and indirect subsidiaries of Franklin Resources Inc. ("FRI"). Charles B. Johnson and Rupert H. Johnson, Jr.
(collectively, the "Principal Shareholders") each own in excess of 10% of the outstanding common stock of FRI and are the principal
stockholders of FRI. FRI and the Principal Shareholders may be deemed to beneficially own the shares held by Franklin Advisors, Inc.
and Fiduciary Trust Company International.
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(3)

Based on Schedule 13G filed with the SEC on February 8, 2017, beneficial ownership as of February 8, 2017 consists of: Deerfield
Management Company, L.P. as investment advisor to Deerfield Special Situations Fund, L.P. holding 1,870,000 of common shares of
which Deerfield Mgmt, L.P. is the general partner and Deerfield Private Design Fund III, L.P. holding 229,166 of common shares of
which Deerfield Mgmt III, L.P. is the general partner all of which J.E. Flynn Capital III, LLC, is General Partner that is owned by James
E. Flynn. The described affiliated entities may be deemed to share as a group the voting and dispositive powers.

(4)

Based on Schedule 13G filed with the SEC on February 13, 2017, beneficial ownership as of December 31, 2016 consists of:
1,470,460 shares of common stock held by Presidio Partners 2007, L.P. ("Presidio 2007") and 37,704 shares of common stock held by
Presidio Partners 2007 (Parallel), L.P. ("Presidio Parallel"). Presidio Partners 2007 GP, L.P. serves as the general partner of Presidio
2007 and Presidio Parallel and may be deemed to beneficially own the shares held by Presidio 2007 and Presidio Parallel. David J.
Collier, James F. Watson and Faysal A. Sohail share voting and dispositive investment power over these affiliated entities and may be
deemed to beneficially own the shares held by Presidio 2007 and Presidio 2007 Parallel.

(5)

Based on Schedule 13G filed with the SEC on February 3, 2017, beneficial ownership as of December 31, 2016 consists of: 922,816
shares owned by Essex Capital Corporation, of which the Ralph Iannelli is the President and sole shareholder; 193,581 shares owned
by KF Investment Partners, LP, of which Essex Capital Corporation is the General Partner; 76,000 shares owned directly by the Ralph
Iannelli and 29,908 shares owned by SIU Capital, LLC, of which Ralph Iannelli is a manager and Essex Capital Corporation is a
member. The described affiliated entities may be deemed to share as a group the voting and dispositive powers.

(6)

Consists of 379,888 shares of common stock held directly by Mr. Heller, and 22,019 shares issuable to Mr. Heller upon exercise of
stock options exercisable within 60 days after March 31, 2017.

(7)

Consists of 125,643 shares of restricted common stock held directly by Dr. Garg, and 245,013 shares issuable to Dr. Garg upon
exercise of stock options exercisable within 60 days after March 31, 2017.

(8)

Consists of 3,710 shares of common stock held directly by Mr. Eisenstadt, and 98,432 shares issuable to Mr. Eisenstadt upon exercise
of stock options exercisable within 60 days after March 31, 2017.

(9)

Consists of 55,677 shares of common stock held directly by Mr. Robitaille and 27,227 shares issuable to Mr. Robitaille upon exercise
of stock options exercisable within 60 days after March 31, 2017.

(10)

Consists of 3,000 shares of common stock held directly by Mr. McDonnell and 63,396 shares issuable to Mr. McDonnell upon
exercise of stock options exercisable within 60 days after March 31, 2017.

(11)

Consists of 416 shares of common stock held directly by Ms. Engelking and 43,949 shares issuable to Ms. Engelking upon exercise of
stock options exercisable within 60 days after March 31, 2017.

(12)

Consists of 1,500 shares of common stock held directly by Mr. Fong and 22,019 shares issuable to Mr. Fong upon exercise of stock
options exercisable within 60 days after March 31, 2017.

(13)

Consists of 22,019 shares issuable to Mr. Schmid upon exercise of stock options exercisable within 60 days after March 31, 2017.

(14)

Consists of 22,019 shares issuable to Mr. Edick upon exercise of stock options exercisable within 60 days after March 31, 2017.
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(15)

Consists of 20,457 shares issuable to Ms. Hecht upon exercise of stock options exercisable within 60 days after March 31, 2017.

(16)

Consists of 10,000 shares of common stock held directly by Dr. Martens.

Section 16(a) Beneficial Ownership
Reporting Compliance
Section 16(a) of the Exchange Act requires our directors and executive officers and persons who own more than 10% of our common stock, to file with
the SEC initial reports of beneficial ownership and reports of changes in beneficial ownership. Officers, directors and greater than 10% stockholders are
required by SEC regulations to furnish us with copies of all such reports.
To our knowledge, based solely on a review of the copies of such reports furnished to us and written representations that no other reports were required,
we believe that for 2016, all required reports, except for one late Form 3 report for Jack Schuler, were filed on a timely basis under Section 16(a).
EXECUTIVE COMPENSATION
OVERVIEW
Historically, our executive compensation program has reflected our growth and development-oriented corporate culture. To date, the compensation of
Dr. Garg, our Chief Executive Officer, and the other executive officers identified in the Summary Compensation Table below, whom we refer to as our named
executive officers, has consisted of a combination of base salary, cash incentive bonus and long-term incentive compensation in the form of stock options
and grants of restricted common stock. Our named executive officers and all salaried employees are also eligible to receive retirement, health and welfare
benefits. On July 10, 2015 we entered into employment agreements with certain of our executive officers that entitle those executive officers to, among other
things, severance upon a termination of employment under certain circumstances. On May 26, 2016, we entered into a similar agreement with Dr. Martens
upon the commencement of his employment. For a description of these agreements, please see "Employment Agreements" below. To assist with evaluating
and designing our executive compensation programs, we have engaged the services of an independent executive compensation consulting firm to review our
current compensation plans and procedures and to provide additional information about comparative compensation offered by peer companies, market
survey information and information about trends in executive compensation. At a minimum, we expect to review executive compensation annually with
input from a compensation consultant. As part of this review process, we expect the board of directors and the compensation committee to apply our values
and philosophy, while considering the compensation levels needed to ensure our executive compensation program remains competitive. We will also review
whether we are meeting our retention objectives.
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SUMMARY COMPENSATION TABLE
The following table sets forth information regarding compensation awarded to, earned by or paid to each of our named executive officers during the
fiscal years ended December 31, 2016 and 2015.
Non-equity
incentive
plan
compensation
($)

Name and principal position

Year

Salary
($)

Bonus
($)

Option
awards
($)

All other
compensation
($)(1)

Vipin Garg
Chief Executive Officer and
President

2016

457,699

57,410

529,217(2)

2015

417,285

10,470

2,895,141(3)

125,643

37,255(8) 3,485,794

Richard Eisenstadt
Chief Financial Officer

2016
2015

333,600
315,030

29,291
5,520

302,410(4)
854,524(5)

66,241

12,380(9)
677,681
11,870(9) 1,253,185

Juergen Martens
Chief Technology and
Operating
Officer

2016

201,385

68,447

923,665(6)

—

12,912(10) 1,206,409

Total
($)

40,380(7) 1,084,706

(1)

The amounts reported include 401(k) matching contributions, executive life insurance premiums and certain commuting benefits and
temporary living expenses as described below.

(2)

Dr. Garg was granted an option to purchase 100,000 shares of our common stock at an exercise price of $10.74 on April 1, 2016 with
certain performance criteria. The grant-date fair value does not take into account any estimated forfeitures related to the performance
criteria or service-vesting conditions. Assumptions used in the calculation of these amounts are included in Note 13 to the notes to our
audited financial statements included in our Annual Report on Form 10-K.

(3)

Dr. Garg was granted an option to purchase 50,000 shares of our common stock at an exercise price of $9.32 on February 19, 2015. In
addition, Dr. Garg was granted an option to purchase 201,259 shares of our common stock at an exercise price of $25.50 on
September 1, 2015. The amounts reported represent the aggregate grant-date fair value of the stock options awarded to Dr. Garg in
2015. Such grant-date fair value does not take into account any estimated forfeitures related to service-vesting conditions.
Assumptions used in the calculation of these amounts are included in Note 13 to the notes to our audited financial statements
included in our Annual Report on Form 10-K.

(4)

Mr. Eisenstadt was granted an option to purchase 50,000 shares of our common stock at an exercise price of $10.74 on April 1, 2016.
The grant-date fair value does not take into account any estimated forfeitures related to the service-vesting conditions. Assumptions
used in the calculation of these amounts are included in Note 13 to the notes to our audited financial statements included in our
Annual Report on Form 10-K.

(5)

Mr. Eisenstadt was granted an option to purchase 12,500 shares of our common stock at an exercise price of $9.32 on February 19,
2015. In addition, Mr. Eisenstadt was granted an option to purchase 60,230 shares of our common stock at an exercise price of $25.50
on September 1, 2015. The amounts reported represent the aggregate grant-date fair value of the stock options awarded to
Mr. Eisenstadt in 2015. Such grant-date fair value does not take into account any estimated forfeitures related to service-vesting
conditions. Assumptions used in the calculation of these amounts are included in Note 13 to the notes to our audited financial
statements included in our Annual Report on Form 10-K.

(6)

Mr. Martens was granted an option to purchase 150,000 shares of our common stock at an exercise price of $10.96 on June 1, 2016.
The grant-date fair value does not take into account any estimated forfeitures related to the service-vesting conditions. Assumptions
used in the calculation of these amounts are included in Note 13 to the notes to our audited financial statements included in our
Annual Report on Form 10-K.

(7)

This amount includes $10,600 in 401(k) matching contributions and $28,000 in travel and temporary living expenses incurred by
Dr. Garg in connection with commuting from his residence in North Carolina to our offices in Grand Prairie, Texas and paid to
Dr. Garg in 2016.

(8)

This amount includes $10,600 in 401(k) matching contributions and $25,332 in travel and temporary living expenses incurred by
Dr. Garg in connection with commuting from his residence in North Carolina to our offices in Grand Prairie, Texas and paid to
Dr. Garg in 2015.

(9)

This amount includes $10,600 in 401(k) matching contributions paid to Mr. Eisenstadt in 2016 and 2015, respectively.
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(10)

This amount includes $5,754 in 401(k) matching contributions and $6,640 in travel and temporary living expenses incurred by
Dr. Martens in connection with commuting from his residence in Connecticut to our offices in Grand Prairie, Texas and paid to
Dr. Martens in 2016.

EMPLOYMENT AGREEMENTS
We have entered into amended and restated employment agreements with each of our named executive officers, the material terms of which are described
below.
Dr. Vipin Garg
On July 10, 2015, we entered into an amended and restated employment agreement with Dr. Garg for the position of Chief Executive Officer. Dr. Garg's
current base salary is $468,463, which is subject to annual review, and he is eligible to earn an annual incentive bonus with a target amount equal to 50% of
his base salary. Dr. Garg is also eligible to participate in the employee benefit plans available to our employees, subject to the terms of those plans.
Dr. Garg's amended and restated employment agreement provides that, in the event that his employment is terminated by us without "cause" (as defined
in his amended and restated employment agreement) or Dr. Garg resigns for "good reason" (as defined in his amended and restated employment agreement),
subject to the execution and effectiveness of a separation agreement, including a general release of claims in our favor, he will be entitled to receive (i) an
amount equal to his base salary plus any incentive compensation earned but unpaid as of the date of termination, payable in substantially equal installments
over 12 months following his termination, and (ii) if Dr. Garg was participating in our group health plan immediately prior to his termination, a monthly cash
payment until the earlier of 12 months following termination or the end of Dr. Garg's COBRA health continuation period in an amount equal to the amount
that we would have made to provide health insurance to Dr. Garg had he remained employed with us. In lieu of the payments and benefits described in the
preceding sentence, in the event that Dr. Garg's employment is terminated by us without cause or Dr. Garg resigns for good reason, in either case within
12 months following a "change in control" (as defined in his amended and restated employment agreement), subject to the execution and effectiveness of a
separation agreement, including a general release of claims in our favor, he will be entitled to receive (i) a lump sum cash payment equal to 1.5 times the sum
of (A) his then-current base salary (or his base salary in effect immediately prior to the change in control, if higher) plus (B) his target annual incentive
compensation for the then-current year, (ii) if Dr. Garg was participating in our group health plan immediately prior to his termination, a monthly cash
payment until the earlier of 18 months following termination or the end of Dr. Garg's COBRA health continuation period in an amount equal to the amount
that we would have made to provide health insurance to him had he remained employed with us and (iii) full acceleration of all stock options and other
stock-based awards held by Dr. Garg that were granted after the date of the amended and restated employment agreement. All stock options and other stockbased awards held by Dr. Garg as of date of the amended and restated employment agreement will be treated as indicated in the applicable award agreement.
In addition, Dr. Garg's amended and restated employment agreement contains non-competition and non-solicitation provisions that apply during the
term of Dr. Garg's employment and for one year thereafter.
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Richard Eisenstadt
On July 10, 2015, we entered into an amended and restated employment agreement with Mr. Eisenstadt for the position of Chief Financial Officer.
Mr. Eisenstadt's current base salary is $341,445, which is subject to annual review, and he is eligible to earn an annual incentive bonus with a target amount
equal to 35% of his base salary. Mr. Eisenstadt is also eligible to participate in the employee benefit plans available to our employees, subject to the terms of
those plans.
Mr. Eisenstadt's amended and restated employment agreement provides that, in the event that his employment is terminated by us without "cause" (as
defined in his amended and restated employment agreement) or Mr. Eisenstadt resigns for "good reason" (as defined in his amended and restated employment
agreement), subject to the execution and effectiveness of a separation agreement, including a general release of claims in our favor, he will be entitled to
receive (i) an amount equal to his base salary plus any incentive compensation earned but unpaid as of the date of termination, payable in substantially equal
installments over 12 months following his termination, and (ii) if Mr. Eisenstadt was participating in our group health plan immediately prior to his
termination, a monthly cash payment until the earlier of 12 months following termination or the end of Mr. Eisenstadt's COBRA health continuation period
in an amount equal to the amount that we would have made to provide health insurance to him had he remained employed with us. In lieu of the payments
and benefits described in the preceding sentence, in the event that Mr. Eisenstadt's employment is terminated by us without cause or Mr. Eisenstadt resigns
for good reason, in either case within 12 months following a "change in control" (as defined in his amended and restated employment agreement), subject to
the execution and effectiveness of a separation agreement, including a general release of claims in our favor, he will be entitled to receive (i) a lump sum cash
payment equal to one times the sum of (A) his then-current base salary (or his base salary in effect immediately prior to the change in control, if higher) plus
(B) his target annual incentive compensation for the then-current year, (ii) if Mr. Eisenstadt was participating in our group health plan immediately prior to
his termination, a monthly cash payment until the earlier of 12 months following termination or the end of Mr. Eisenstadt's COBRA health continuation
period in an amount equal to the amount that we would have made to provide health insurance to him had he remained employed with us and (iii) full
acceleration of all stock options and other stock-based awards held by Mr. Eisenstadt that were granted after the date of the amended and restated
employment agreement. All stock options and other stock-based awards held by Mr. Eisenstadt as of the date of the amended and restated employment
agreement will be treated as indicated in the applicable award agreement.
In addition, Mr. Eisenstadt's amended and restated employment agreement contains non-competition and non-solicitation provisions that apply during
the term of Mr. Eisenstadt's employment and for one year thereafter.
Juergen Martens
On May 26, 2016, we entered into an employment agreement with Dr. Martens for the position of Chief Technology and Operations Officer. Dr. Martens'
current base salary is $340,000, which is subject to annual review, and he is eligible to earn an annual incentive bonus with a target amount equal to 35% of
his base salary. Dr. Martens is also eligible to participate in the employee benefit plans available to our employees, subject to the terms of those plans.
Dr. Martens' employment agreement provides that, in the event that his employment is terminated by us without "cause" (as defined in his amended and
restated employment agreement) or Dr. Martens resigns for "good reason" (as defined in his amended and restated employment agreement), subject to the
execution and effectiveness of a separation agreement, including a general release of claims in our favor, he will be entitled to receive (i) an amount equal to
12 months of his base salary plus any incentive compensation earned but unpaid as of the date of termination, payable in substantially equal
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installments over 12 months following his termination, and (ii) if Dr. Martens was participating in our group health plan immediately prior to his termination,
a monthly cash payment until the earlier of 12 months following termination or the end of Dr. Martens' COBRA health continuation period in an amount
equal to the amount that we would have made to provide health insurance to him had he remained employed with us. In lieu of the payments and benefits
described in the preceding sentence, in the event that Dr. Martens' employment is terminated by us without cause or Dr. Martens resigns for good reason, in
either case within 12 months following a "change in control" (as defined in his amended and restated employment agreement), subject to the execution and
effectiveness of a separation agreement, including a general release of claims in our favor, he will be entitled to receive (i) a lump sum cash payment equal to
one times the sum of (A) his then-current base salary (or his base salary in effect immediately prior to the change in control, if higher) plus (B) his target
annual incentive compensation for the then-current year, (ii) if Dr. Martens was participating in our group health plan immediately prior to his termination, a
monthly cash payment until the earlier of 12 months following termination or the end of Dr. Martens' COBRA health continuation period in an amount equal
to the amount that we would have made to provide health insurance to him had he remained employed with us and (iii) full acceleration of all stock options
and other stock-based awards held by Dr. Martens that were granted after the date of the amended and restated employment agreement. All stock options and
other stock-based awards held by Dr. Martens as of the date of the amended and restated employment agreement will be treated as indicated in the applicable
award agreement.
In addition, Dr. Martens' amended and restated employment agreement contains non-competition and non-solicitation provisions that apply during the
term of Dr. Martens' employment and for one year thereafter.
OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END
The following table sets forth information concerning outstanding equity awards for each of our named executive officers at December 31, 2016:
Option awards

Name and principal position

Vipin Garg

Richard Eisenstadt

Juergen Martens
(1)

Number of
securities
underlying
Unexercised
options (#)
exercisable

—
106,536
41,288
12,500
50,314
—
43,083
3,125
15,057
—
—

Number of
securities
underlying
Unexercised
options (#)
unexercisable

Number of
Securities
Underlying
Unexercised
Unearned
Options
(#)

—
35,513(3)
41,289(4)
37,500(5)
150,945(6)
87,500(7)
43,084(8)
9,375(9)
45,173(10)
50,000(11)
150,000(12)

—
—
—
—
—
12,500
—
—
—
—
—

Option
exercise
Price ($)

—
2.55
7.49
9.32
25.50
10.74
2.91
9.32
25.50
10.74
10.96

Option
expiration
date

—
10/15/2023
8/27/2024
2/19/2025
9/1/2025
4/1/2026
5/12/2024
2/19/2025
9/1/2025
4/1/2026
6/1/2026

Stock awards
Market
Number of
value of
shares or
shares of
units of
stock that
stock that
have not
have not
vested
vested (#)
($)(1)

35,513(2) 207,751
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

The value of equity awards is calculated using the closing price of our common stock on NASDAQ on December 30, 2016 of $5.85.
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(2)

Represents a grant of 142,049 shares of restricted common stock. 25% of the shares of restricted stock subject to this grant vested on
each of October 16, 2014, October 16, 2015 and October 16, 2016, and the balance vests on October 16, 2017 subject to continued
service through the vesting date.

(3)

25% of the shares of our common stock subject to this option vested on each of October 16, 2014, October 16, 2015, October 16,
2016, and the balance on October 16, 2017 subject to continued service through the vesting date.

(4)

25% of the shares of our common stock subject to this option vested on August 28, 2015 and August 28, 2016 and the balance vests
in two successive equal annual installments, subject to continued service through each such vesting.

(5)

25% of the shares of our common stock subject to this option vested on February 19, 2016, and the balance vests in three successive
equal annual installments, subject to continued service through each such vesting.

(6)

25% of the shares of our common stock subject to this option vested on September 1, 2016, and the balance vests in three successive
equal annual installments, subject to continued service through each such vesting.

(7)

An option to purchase 100,000 shares of our common stock was granted on April 1, 2016 with 87.5% of certain performance criteria
achieved as of September 30, 2016 at which time 12,500 option shares were unearned and cancelled. 25% of the shares of our common
stock subject to this option vested on April 1, 2017, and the balance vests in three successive equal annual installments, subject to
continued service through each such vesting.

(8)

25% of the shares of our common stock subject to this option vested on May 12, 2015 and May 12, 2016 and the balance vests in two
successive equal annual installments, subject to continued service through each such vesting.

(9)

25% of the shares of our common stock subject to this option vested on February 19, 2016, and the balance vests in three successive
equal annual installments, subject to continued service through each such vesting.

(10)

25% of the shares of our common stock subject to this option vested on September 1, 2016, and the balance vests in three successive
equal annual installments, subject to continued service through each such vesting

(11)

25% of the shares of our common stock subject to this option vested on April 1, 2017, and the balance vests in three successive equal
annual installments, subject to continued service through each such vesting.

(12)

25% of the shares of our common stock subject to this option vest on June 1, 2017, and the balance vests in three successive equal
annual installments, subject to continued service through each such vesting.

NON-EMPLOYEE DIRECTOR COMPENSATION POLICY
Our board of directors has adopted a non-employee director compensation policy, which is designed to enable us to attract and retain, on a long-term
basis, highly qualified non-employee
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directors. Under the policy, each director who is not an employee will be paid cash compensation, as set forth below:
Annual
Retainer

Board of Directors:
All non-employee members
Additional retainer for chair

$ 35,000
25,000

Audit Committee:
Members
Chair

7,500
15,000

Compensation Committee:
Members
Chair

5,000
10,000

Nominating and Corporate Governance Committee:
Members
Chair

3,750
10,000

In addition, each non-employee director is granted an initial non-qualified stock option to purchase 12,500 shares of common stock, vesting in equal
quarterly installments over two years from the grant date, subject to continued service as a director through each applicable vesting date. On the date of each
annual meeting of our stockholders, each continuing non-employee director will be granted a non-qualified stock option to purchase such number of shares
of common stock equal to $75,000 in fair value on the date of grant using a Black-Scholes option pricing model, vesting quarterly over one year from the
grant date, subject to continued service as a director through each applicable vesting date.
Fees earned
or paid in cash
($)

Name

Alan Heller
Greg Robitaille
Beth Hecht
Bryant Fong
John Schmid
Paul Edick

63,750
52,500
38,750
47,500
53,750
47,500

Option
awards
($)(1)

74,507(2)(3)
74,507(2)(4)
74,507(2)(3)
74,507(2)(3)
74,507(2)(3)
74,507(2)(3)

Total
($)

138,257
127,007
113,257
122,007
128,257
122,007

(1)

Represents grant date fair value of option awards granted to non-employee directors during 2016, computed in accordance with FASB
ASC Topic 718. These amounts do not necessarily correspond to the actual value that may be realized by non-employee directors. The
assumptions made in valuing the option awards reported in this column are discussed in (Note 13), Stock options, restricted stock and
performance stock options, included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016, as filed with the
SEC.

(2)

On July 1, 2016, the Board of Directors authorized the grant of options to purchase 14,777 shares of our common stock to each of its
non-employee board members. The options have an exercise price of $9.63, the fair market value of our common stock as determined
by the Board of Directors on the date of the grant.

(3)

As of December 31, 2016, board members Mr. Heller, Ms. Hecht, Mr. Fong, Mr. Schmid and Mr. Edick each held outstanding options
to purchase 27,277 shares of common stock.
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As of December 31, 2016, Mr. Robitaille held outstanding options to purchase 37,693 shares of common stock.

EMPLOYEE BENEFIT PLANS
Senior executive cash incentive bonus plan
In July 2015, our board of directors adopted the Senior Executive Cash Incentive Bonus Plan, or the Bonus Plan. The Bonus Plan provides for cash
bonus payments based upon the attainment of performance targets established by our compensation committee. The payment targets will be related to
financial and operational measures or objectives with respect to our company, or corporate performance goals, as well as individual performance objectives.
Our compensation committee may select corporate performance goals from among the following: achievement of certain milestones (including, but not
limited to, clinical, regulatory and commercial milestones); cash flow (including, but not limited to, operating cash flow and free cash flow); revenue;
earnings before interest, taxes, depreciation and amortization; net income (loss) (either before or after interest, taxes, depreciation and/or amortization);
changes in the market price of our common stock; economic value-added; acquisitions or strategic transactions; operating income (loss); return on capital,
assets, equity, or investment; stockholder returns; return on sales; gross or net profit levels; productivity; expense efficiency; margins; operating efficiency;
customer satisfaction; working capital; earnings (loss) per share of our common stock; bookings, new bookings or renewals; sales or market shares; number of
customers, number of new customers or customer references; operating income and/or net annual recurring revenue; employee satisfaction, employee
turnover or other employee based metrics, any of which may be measured in absolute terms, as compared to any incremental increase, in terms of growth,
measured against the market as a whole and/or as compared to any applicable market indices, measured on a pre-tax or post-tax basis (as applicable), or as
compared to another company or companies or to results of a peer group.
Each executive officer who is selected to participate in the Bonus Plan will have a target bonus opportunity set for each performance period. The bonus
formulas will be adopted in each performance period by the compensation committee and communicated to each executive. The corporate performance goals
will be measured at the end of each performance period after our financial reports have been published or such other appropriate time as the compensation
committee determines. If the corporate performance goals and individual performance objectives are met, payments will be made as soon as practicable
following the end of each performance period. Subject to the rights contained in any agreement between the executive officer and us, an executive officer
must be employed by us on the bonus payment date to be eligible to receive a bonus payment. The Bonus Plan also permits the compensation committee to
approve additional bonuses to executive officers in its sole discretion.
Retirement plans
We maintain a tax-qualified 401(k) retirement plan that provides eligible employees with an opportunity to save for retirement on a tax-advantaged
basis. Under our 401(k) plan, employees may elect to defer up to 50% of their eligible compensation, subject to applicable annual limits set pursuant to the
Internal Revenue Code of 1986, as amended, or the Code. We also provide matching contributions. Employees are 100% vested in their personal
contributions and non-elective employer contributions to the 401(k) plan. Matching employer contributions are 100% vested and nonforfeitable. We intend
for the plan to qualify under Sections 401(a) and 501(a) of the Code.
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Indemnification of officers and directors
We have agreed to indemnify our directors and officers in certain circumstances. See "Certain relationships and related party transactions—Limitation of
liability and indemnification of officers and directors."
Compensation Committee interlocks and insider participation
During 2016, our compensation committee was comprised of Messrs. Robitaille, Fong and Edick. None of the members of our compensation committee
is an officer or employee of our company. None of our executive officers currently serves, or in the past year has served, as a member of the board of directors
or compensation committee of any entity that has one or more executive officers serving on our board of directors or compensation committee.
RELATED PARTY TRANSACTIONS
Certain Relationships and Transactions
Other than compensation arrangements for our directors and named executive officers, which are described elsewhere in the "Executive Compensation"
section of this proxy statement, below we describe transactions since January 1, 2016 to which we were a party or will be a party, in which:
•

the amounts involved exceeded or will exceed $120,000; and

•

any of our directors, executive officers or holders of more than 5% of our capital stock, or any member of the immediate family of, or person
sharing the household with, the foregoing persons, had or will have a direct or indirect material interest.

We believe the terms obtained or consideration that we paid or received, as applicable, in connection with the transactions described below were
comparable to terms available or the amounts that would be paid or received, as applicable, in arm's length transactions.
PARTICIPATION IN PUBLIC OFFERING
In February 2017, we completed a public offering of our common stock pursuant to an effective registration statement on Form S-3. In the offering, we
sold an aggregate of 5,750,000 shares of common stock under the registration statement at a public offering price of $5.00 per share, before underwriting
discounts and commissions, which included the exercise in full by the underwriters of an option to purchase an additional 750,000 shares of common stock.
Additionally we sold 749,639 shares of our common stock at the market ("ATM") price of at or around $5.01 under the shelf registration statement filed
August 1, 2016 on Form S-3 with the SEC.
In the offering and ATM purchases, certain of our 5% stockholders, including those affiliated with our directors, purchased an aggregate of 3,212,134
shares of our common stock. Each of those purchases was made through the underwriters at the public offering price of $5.00 per share, in the case of the
public offering, or at the then-prevailing market price per share, in the case of the ATM, in each case before underwriting discounts and commissions. The
following table sets forth the aggregate
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number of shares of our common stock that our 5% stockholders purchased in the offering in which the amount involved in the transaction exceeded
$120,000:
Shares of
Common Stock

Stockholder(1)

Deerfield Management Company, L.P.
Franklin Resources, Inc.
Jack W. Schuler Living Trust
(1)

Purchase Price
Per Share of
Common Stock

1,870,000 $
860,000 $
482,134 $

5.00
5.00
5.00

See "Security Ownership of Certain Beneficial Owners and Management" for more information about shares held by these
directors, executive officers, stockholders, and their affiliates.

INDEBTEDNESS
In May 2016, we entered into a Facility Agreement with Deerfield Private Design Fund III, L.P. and Deerfield Special Situations Fund, L.P., affiliates of
Deerfield Management, L.P., a holder of approximately 9.30% of our stock. The agreement consists of a six-year term loan facility for an aggregate original
principal amount of $60.0 million, all of which was drawn down by the Company on May 11, 2016. Principal on the new debt is due in three equal annual
installments beginning in May 2019 and continuing through May 2022, with a final payment of principal, interest and all other obligations under the facility
due on May 11, 2022. Interest is due quarterly beginning in June 2016, at a rate of 12.95% per year. We have an option to defer payment of each of the first
four interest payments until June 1, 2017. We exercised the option to defer the first three interest payments during the year ended December 31, 2016 and
exercised the option to defer the fourth interest payment due March 1, 2017 on February 6, 2017, adding such amounts to the outstanding loan principal
until they are paid on June 1, 2017. As of April 14, 2017, the cumulated interest deferred and added to the outstanding loan was $6.6 million.
EMPLOYMENT AGREEMENTS
We have entered into employment agreements with certain of our executive officers. For more information regarding these change of control agreements,
see "Executive Compensation—Employment Agreements."
LIMITATION OF LIABILITY AND INDEMNIFICATION OF OFFICERS AND DIRECTORS
Our amended and restated certificate of incorporation contains provisions that limit the liability of our directors for monetary damages to the fullest
extent permitted by Delaware law. Consequently, our directors will not be personally liable to us or our stockholders for monetary damages for any breach of
fiduciary duties as directors, except liability for the following:
•

any breach of their duty of loyalty to our company or our stockholders;

•

any act or omission not in good faith or that involves intentional misconduct or a knowing violation of law;

•

unlawful payments of dividends or unlawful stock repurchases or redemptions as provided in Section 174 of the Delaware General Corporation
Law; or

•

any transaction from which they derived an improper personal benefit.

Any amendment to, or repeal of, these provisions will not eliminate or reduce the effect of these provisions in respect of any act, omission or claim that
occurred or arose prior to that amendment or
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repeal. If the Delaware General Corporation Law is amended to provide for further limitations on the personal liability of directors of corporations, then the
personal liability of our directors will be further limited to the greatest extent permitted by the Delaware General Corporation Law.
In addition, our amended and restated bylaws provides that we will indemnify, to the fullest extent permitted by law, any person who is or was a party or
is threatened to be made a party to any action, suit or proceeding by reason of the fact that he or she is or was one of our directors or officers or is or was
serving at our request as a director or officer of another corporation, partnership, joint venture, trust or other enterprise. Our amended and restated bylaws
provide that we may indemnify to the fullest extent permitted by law any person who is or was a party or is threatened to be made a party to any action, suit or
proceeding by reason of the fact that he or she is or was one of our employees or agents or is or was serving at our request as an employee or agent of another
corporation, partnership, joint venture, trust or other enterprise. Our amended and restated bylaws also provide that we must advance expenses incurred by or
on behalf of a director or officer in advance of the final disposition of any action or proceeding, subject to very limited exceptions.
Further, we have entered into indemnification agreements with each of our directors and executive officers that may be broader than the specific
indemnification provisions contained in the Delaware General Corporation Law. These indemnification agreements require us, among other things, to
indemnify our directors and executive officers against liabilities that may arise by reason of their status or service. These indemnification agreements also
require us to advance all expenses incurred by the directors and executive officers in investigating or defending any such action, suit or proceeding. We
believe that these agreements are necessary to attract and retain qualified individuals to serve as directors and executive officers.
The limitation of liability and indemnification provisions included in our amended and restated certificate of incorporation, amended and restated
bylaws and in indemnification agreements that we enter into with our directors and executive officers may discourage stockholders from bringing a lawsuit
against our directors and executive officers for breach of their fiduciary duties. They may also reduce the likelihood of derivative litigation against our
directors and executive officers, even though an action, if successful, might benefit us and other stockholders. Further, a stockholder's investment may be
harmed to the extent that we pay the costs of settlement and damage awards against directors and executive officers as required by these indemnification
provisions. At present, we are not aware of any pending litigation or proceeding involving any person who is or was one of our directors, officers, employees
or other agents or is or was serving at our request as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other
enterprise, for which indemnification is sought, and we are not aware of any threatened litigation that may result in claims for indemnification.
We have obtained insurance policies under which, subject to the limitations of the policies, coverage is provided to our directors and executive officers
against loss arising from claims made by reason of breach of fiduciary duty or other wrongful acts as a director or executive officer, including claims relating
to public securities matters, and to us with respect to payments that may be made by us to these directors and executive officers pursuant to our
indemnification obligations or otherwise as a matter of law.
Certain of our non-employee directors may, through their relationships with their employers, be insured and/or indemnified against certain liabilities
incurred in their capacity as members of our board of directors. In addition, the underwriting agreement that we entered into in connection with our February
2017 public offering provides for indemnification by the underwriters of us and our officers, directors and employees for certain liabilities arising under the
Securities Act, or otherwise.
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling our company
pursuant to the foregoing provisions, we have
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been informed that, in the opinion of the SEC, such indemnification is against public policy as expressed in the Securities Act and is therefore unenforceable.
AGREEMENTS WITH OUR STOCKHOLDERS
In connection with our preferred stock financings, we entered into an investors' rights agreement with certain purchasers of our redeemable convertible
preferred stock.
Our amended and restated investors' rights agreement, or Investor Rights Agreement, provides certain holders of our capital stock with the right to
demand that we file a registration statement, subject to certain limitations, and to request that their shares be covered by a registration statement that we are
otherwise filing. These rights terminate for a holder upon the earlier of (a) such time as Rule 144 or another similar exemption under the Securities Act is
available for the sale of all of such holder's shares without limitation during a three-month period without registration, and (b) the fifth anniversary of our
initial public offering. For additional information regarding such registration rights, see "Description of capital stock—Registration rights" in in the final
prospectus with respect to our initial public offering.
OTHER TRANSACTIONS
We have granted stock options and restricted stock to our executive officers. For a description of these stock options, see "Executive compensation."
POLICIES AND PROCEDURES FOR RELATED PARTY TRANSACTIONS
We have a written related party transaction approval policy that governs the review of related party transactions. Pursuant to this policy, the audit
committee of our board of directors will have the primary responsibility for reviewing and approving or disapproving "related party transactions," which are
transactions between us and related persons in which the aggregate amount involved exceeds or may be expected to exceed $120,000 and in which a related
person has or will have a direct or indirect material interest. For purposes of this policy, a related person will be defined as a director, executive officer,
nominee for director or greater than 5% beneficial owner of our common stock, in each case since the beginning of the most recently completed year, and
their immediate family members. Pursuant to this policy, our audit committee will review the material facts of all related party transactions. The audit
committee will take into account, among other factors that it deems appropriate, whether the related party transaction is on terms no less favorable to us than
terms generally available in a transaction with an unrelated third party under the same or similar circumstances and the extent of the related party's interest in
the related party transaction.
All of the transactions described above were entered into prior to the adoption of this policy. Historically, related party transactions were typically
approved by disinterested members of our board of directors.
TRANSACTION OF OTHER BUSINESS
The Board knows of no other matters that will be presented for consideration at the Annual Meeting. If any other matters are properly brought before the
Annual Meeting, the persons appointed in the accompanying proxy intend to vote the shares represented thereby in accordance with their best judgment on
such matters, under applicable laws.
31

Table of Contents
ADDITIONAL INFORMATION
Procedures for Submitting Stockholder Proposals
Requirements for Stockholder Proposals to be Brought Before the Annual Meeting. Our bylaws provide that, for nominations of persons for election to
our Board or other proposals to be considered at an annual meeting of stockholders, a stockholder must give written notice to our Secretary at 2940 N.
Highway 360, Suite 400, Grand Prairie, Texas, 75050, not later than the close of business 90 days, nor earlier than the close of business 120 days, prior to the
first anniversary of the date of the preceding year's annual meeting. However, the bylaws also provide that in the event the date of the annual meeting is more
than 30 days before or more than 60 days after such anniversary date, notice must be delivered not later than the close of business on the later of the 90th day
prior to such annual meeting or the 10th day following the day on which public announcement of the date of such meeting is first made. Any nomination
must include all information relating to the nominee that is required to be disclosed in solicitations of proxies for election of directors in election contests or
is otherwise required under Regulation 14A of the Exchange Act, the person's written consent to be named in the proxy statement and to serve as a director if
elected and such information as we might reasonably require to determine the eligibility of the person to serve as a director. As to other business, the notice
must include a brief description of the business desired to be brought before the meeting, the reasons for conducting such business at the meeting, and any
material interest of such stockholder (and the beneficial owner) in the proposal. The proposal must be a proper subject for stockholder action. In addition, to
make a nomination or proposal, the stockholder must be of record at the time the notice is made and must provide certain information regarding itself (and
the beneficial owner), including the name and address, as they appear on our books, of the stockholder proposing such business, the number of shares of our
capital stock which are, directly or indirectly, owned beneficially or of record by the stockholder proposing such business or its affiliates or associates (as
defined in Rule 12b-2 promulgated under the Exchange Act) and certain additional information.
The advance notice requirements for the Annual Meeting are as follows: a stockholder's notice shall be timely if delivered to our Secretary at the address
set forth above not later than the close of business on the later of the 90th day prior to the scheduled date of the Annual Meeting or the 10th day following
the day on which public announcement of the date of the Annual Meeting is first made or sent by us.
Requirements for Stockholder Proposals to be Considered for Inclusion in the Company's Proxy Materials. In addition to the requirements stated
above, any stockholder who wishes to submit a proposal for inclusion in our proxy materials must comply with Rule 14a-8 promulgated under the Exchange
Act. For such proposals to be included in our proxy materials relating to our 2018 annual meeting of stockholders, all applicable requirements of Rule 14a-8
must be satisfied and we must receive such proposals no later than December 29, 2017. Such proposals must be delivered to our Secretary, c/o Neos
Therapeutics, Inc., 2940 N. Highway 360, Suite 400, Grand Prairie, Texas, 75050.
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