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PART I

 
This Annual Report on Form 10-K, including the section entitled “Management’s Discussion and Analysis of Financial Condition and Results of

Operations,” contains forward-looking statements regarding us and our business, financial condition, results of operations and prospects within the
meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements may be identified by the words “project,” “believe,”
“anticipate,” “plan,” “expect,” “estimate,” “intend,” “should,” “would,” “could,” “will,” “may” or other similar expressions. In addition, any statements
that refer to projections of our future financial performance, our anticipated growth and trends in our business and other characterizations of future events
or circumstances are forward-looking statements. We cannot guarantee that we will achieve the plans, intentions or expectations expressed or implied in
our forward-looking statements. There are a number of important factors that could cause actual results, levels of activity, performance or events to differ
materially from those expressed or implied in the forward-looking statements we make. These important factors are described under “Risk Factors” set forth
below. In addition, any forward-looking statements we make in this document speak only as of the date of this document, and we do not intend to update any
such forward-looking statements to reflect events or circumstances that occur after that date.
 
ITEM 1. BUSINESS
 
Overview
 

We are a global biopharmaceutical company focused on innovative research and development of proprietary drugs to treat gastrointestinal, ophthalmic,
autoimmune, and oncology-based inflammatory disorders.

 
We currently generate revenue mainly from product royalties, upfront and milestone payments, product sales and reimbursements for development

activities. We expect to continue to incur significant expenses for the next several years as we continue our research and development activities, seek
additional regulatory approvals and additional indications for our approved products and other compounds and seek strategic opportunities for in-licensing
new products.

 
Our operations are conducted through subsidiaries based in the United States (U.S.), Japan and Switzerland. We operate as one segment, which focuses on

the development and commercialization of pharmaceutical products.
 

Our Strategy
 

Our strategy is focused on becoming a leading biopharmaceutical company. We are built on the ongoing pursuit of scientific innovation and an
unwavering passion for improving the lives of patients, their family members and their caregivers. We are committed to harnessing our past successes to
maximize in-market revenues, focus our clinical development efforts, and enhance our scientific capabilities.

 
In 2015, we advanced our corporate strategy by further solidifying our base business, executing on business development transactions and diversifying

our pipeline portfolio through the acquisition of new product candidates. We executed and accomplished the following key milestones:
 
· Entered into an exclusive license, development, commercialization and supply agreement (China Gloria Agreement) with Harbin Gloria

Pharmaceuticals Co., Ltd. (Gloria) for AMITIZA® (lubiprostone), through which Gloria has the rights to develop and commercialize AMITIZA in
China, subject to the regulatory approval of the product by the China Food and Drug Administration (CFDA);

· Successfully completed the European mutual recognition procedure for AMITIZA for the treatment of chronic idiopathic constipation (CIC) in
Austria, Belgium, Germany, Italy, Ireland, Luxembourg, Netherlands and Spain, resulting in a recommendation for marketing authorization in these
markets, and received approval for AMITIZA in CIC from Health Canada;

· Received Fast Track Designation from the U.S. Food and Drug Administration (FDA) for cobiprostone for the prevention of oral mucositis (OM) and
initiated a phase 2a clinical trial of cobiprostone oral spray for the prevention of OM in patients suffering from head and neck cancer (HNC). Also
initiated a phase 2 clinical trial of cobiprostone for non-erosive reflux disease (NERD)/symptomatic gastroesophageal reflux disease (sGERD) in
proton pump inhibitor-refractory patients; and

· Completed our acquisition of R-Tech Ueno, Ltd. (R-Tech), a global biopharmaceutical company focused on the research and development of drugs
for inflammatory conditions, oncology and ophthalmology. The acquisition was immediately accretive, strengthening the global economics of
AMITIZA and bringing in a diverse pipeline. In the fourth quarter of 2015, we closed a $250 million credit facility in connection with the financing
of the acquisition.
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In 2016, we announced an option and collaboration agreement under which Cancer Prevention Pharmaceuticals, Inc. (CPP) has granted us the sole

option to acquire an exclusive license to commercialize CPP-1X/sulindac combination product in North America. This product is currently in a phase 3
clinical trial for the treatment of familial adenomatous polyposis (FAP).

 
Through the continued advancement of our AMITIZA lifecycle management programs, a sustainable pipeline and the acquisition and licensing of

additional drug candidates with near-term launch opportunities, we will seek transformative growth by launching additional products for new therapeutic
areas, strengthening an already sizable revenue base, and creating a sustainable company that is built to last.

 
Additionally, we continue to seek opportunities for strategic partnerships to strengthen the development of our existing pipeline and to diversify our

revenue base. It is our vision to develop into a fully integrated, biopharmaceutical company centered on science and innovation and driven by the passionate
and relentless efforts of our employees.

 
Our Competitive Strengths
 
Product Pipeline

 
The table below summarizes the development status of our marketed products and key product candidates as of March 10, 2016. The commercialization

rights to lubiprostone have been licensed to Takeda Pharmaceutical Company Limited (Takeda) on a global basis other than Japan and the People’s Republic
of China, to Mylan for Japan, and to Gloria for the People’s Republic of China. For cobiprostone, we hold all of the commercialization rights globally.
Commercialization of each product candidate may occur after successful completion of clinical trials and approval from appropriate governmental agencies.
For CPP-1X, we have an option to acquire an exclusive license to commercialize in North America  .
 

Product/Product Candidate  Country  
Program

Type  Target Indication  Development Phase  Next Milestone
 Lubiprostone (AMITIZA ®)

 
U.S.  Commercial  Chronic idiopathic constipation (CIC)

(adults of all ages)
 Marketed  ___ ___

           

  
Canada  Clinical  Chronic idiopathic constipation (CIC)

(adults of all ages)
 Received approval from Health

Canada
 Market in Canada

           

  

U.S.  Commercial  Irritable bowel syndrome with
constipation (adult women) (IBS-C)

 Marketed  Initiate phase 4 study on higher
dosage and with additional male
subjects

           

  
U.S.  Commercial  Opioid-induced constipation (OIC) in

patients with chronic non-cancer pain
 Marketed  ___ ___

           

  
China  Clinical  Chronic idiopathic constipation (CIC)

(adults of all ages)
 IND accepted  Initiate CIC study

           
  Japan  Commercial  Chronic constipation  Marketed  ___ ___
           

  
Switzerland  Commercial  Chronic idiopathic constipation (CIC)

(adults of all ages)
 Marketed  ___ ___

           

  
U.K.  Commercial  Chronic idiopathic constipation (CIC)

(adults of all ages)
 Marketed  ___ ___

           

  

European
Union

 Clinical  Chronic idiopathic constipation (CIC)
(adults of all ages)

 Received national marketing
approvals in Ireland, Germany,
Austria, Belgium, the Netherlands,
Luxembourg, Italy and Spain
(where product is not yet
launched) 

 Develop pricing and
reimbursement assessments and
based on outcome determine
launch feasibility and plans for
Ireland, Germany, Austria,
Belgium, the Netherlands,
Luxembourg, Italy and Spain
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Product/Product Candidate  Country  
Program

Type  Target Indication  Development Phase  Next Milestone

  
Switzerland  Commercial  Opioid-induced constipation (OIC) in

patients with chronic non-cancer pain
 Marketed  ___ ___

           

  
Russia  Clinical  Chronic idiopathic constipation (CIC)

(adults of all ages)
 CTA Approved  Initiate phase 3 trial

           

  
Russia  Clinical  Irritable bowel syndrome with

constipation (adult women) (IBS-C)
 CTA Approved  Initiate phase 3 trial

           

  
Mexico  Clinical  Chronic idiopathic constipation (CIC)

(adults of all ages)
 Submitted CTA  Initiate phase 3 trial

           

  
Mexico  Clinical  Irritable bowel syndrome with

constipation (adult women) (IBS-C)
 Submitted CTA  Initiate phase 3 trial

           

  
Mexico  Clinical  Opioid-induced constipation (OIC) in

patients with chronic non-cancer pain
 Submitted CTA  Initiate phase 3 trial

  
South Korea  Clinical  Chronic idiopathic constipation (CIC)

(adults of all ages)
 Submitted CTA  Initiate phase 3 trial

           

  
South Korea  Clinical  Irritable bowel syndrome with

constipation (adult women) (IBS-C)
 Submitted CTA  Initiate phase 3 trial

           

  
South Korea  Clinical  Opioid-induced constipation (OIC) in

patients with chronic non-cancer pain
 Submitted CTA  Initiate phase 3 trial

    Clinical  Alternate formulation  In non-clinical development  Initiate phase 3 trial 
           

  
  Clinical  Pediatric functional constipation

(6 years - 17 years)
 Pivotal and open label phase 3

trials ongoing
 Complete pivotal and open label

phase 3 trials 
           

  
  Clinical  Pediatric functional constipation

(6 months - 6 years)
 Alternate formulation in

development
 Initiate phase 3 program

           
Unoprostone isopropyl
(RESCULA®)  

Japan    Glaucoma and ocular hypertension  Marketed  ___ ___

  South Korea         
  Taiwan         
Cobiprostone    Clinical  Oral mucositis  Phase 2a initiated  Complete phase 2a trial
           

  

  Clinical  PPI refractory-Non-erosive reflux disease
(NERD)/symptomatic Gastroesophageal
Reflux Disease (sGERD)

 Phase 2a initiated  Complete phase 2a trial

           
RTU-1096  Japan  Clinical  Inflammation/immune-related disorder  Phase 1 completed  Initiate phase 2a trial
           
RTU-009  Japan  Preclinical  Inflammation/immune-related disorder  Development on-going  Initiate IND-enabling studies
           
CPP-1X/sulindac combination
product  

U.S.  Option  Familial adenomatous polyposis (FAP)  Phase 3  Complete phase 3 trial
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AMITIZA (lubiprostone)

 
AMITIZA is a ClC-2 chloride channel activator developed for the treatment of constipation. AMITIZA acts with a dual mechanism of action, increasing

intestinal fluid secretion while also stimulating recovery of mucosal barrier function. AMITIZA has been approved for three indications that cover distinct
patient types: CIC, irritable bowel syndrome with constipation (IBS-C), and opioid-induced constipation (OIC). Since 2006, AMITIZA has been dispensed
over 10 million times.
 

North America
AMITIZA was the first chloride channel activator approved by the FDA for the chronic treatment of CIC in adults of both genders and for IBS-C in

women aged 18 years and older with demonstrated safety and efficacy for use beyond 12 weeks. In the U.S. and Canada, we and Takeda jointly develop and
Takeda commercializes AMITIZA under the North America Takeda Agreement. More information on our collaboration with Takeda in North America is
found under the heading “North America Takeda Agreement.”

 
In April 2013, we received approval for a supplemental new drug application (sNDA) for AMITIZA at dosage strength of 24 micrograms twice daily as

the first and only oral medication for the treatment of OIC in adult patients with chronic, non-cancer pain. In October 2014, we signed an amendment to the
North America Takeda Agreement which, among other things, extended the term beyond December 2020; during the extended term, we will share with
Takeda the net sales revenue on branded AMITIZA sales. We have also partnered with Par Pharmaceuticals, Inc. (Par) in connection with the settlement of our
patent litigation with Par in the U.S. related to our AMITIZA (lubiprostone) 8 mcg and 24 mcg soft gelatin capsule products. Under our agreement with Par,
we granted Par a non-exclusive license to market Par’s generic version of lubiprostone 8 mcg soft gelatin capsule and 24 mcg soft gelatin capsule in the U.S.
for the indications approved for AMITIZA beginning January 1, 2021, or earlier under certain circumstances. Beginning on January 1, 2021, Par will split
with us the gross profits of the licensed products sold during the term of the agreement, which continues until each of our related patents has expired. In the
event Par elects to launch an authorized generic form of lubiprostone, we agree to supply Par under the terms of a manufacturing and supply agreement at a
negotiated price.

 
In October 2015, Health Canada approved AMITIZA for CIC in adults. AMITIZA will be marketed by Takeda Canada Inc. under the North America

Takeda Agreement. Takeda Canada is currently assessing launch feasibility and timing.
 

Chronic Idiopathic Constipation (CIC)
Constipation is characterized by infrequent and difficult passage of stool and becomes chronic when a patient suffers specified symptoms for over 12

non-consecutive weeks within a 12-month period. Chronic constipation (CC) is idiopathic if it is not caused by other diseases or by use of medications.
Symptoms of CIC include straining, hard stools, bloating and abdominal pain or discomfort. Some patients suffering from occasional constipation may be
treated with lifestyle modification, dietary changes and increased fluid and fiber intake, although there is very limited well-controlled clinical trial data in
support of these alternatives in CIC or IBS-C patients. For patients who fail to respond to these approaches, physicians may recommend laxatives, most of
which are available over-the-counter (OTC), i.e., without a prescription, for acute use. These agents are generally not approved for long-term use by CIC or
IBS-C patients nor is such use supported by long-term, well-controlled clinical trial data.

 
A study published in The American Journal of Gastroenterology in September 2011 estimates that approximately 14% of adults over 15 years of age, or

over 30 million people, in the U.S., suffer from CIC. By the time most CIC patients seek care from a physician they have typically tried dietary and lifestyle
changes, as well as a number of available OTC remedies, and remain unsatisfied. Commonly used OTC medications include laxatives, stool softeners and
fiber supplements.

 
Irritable Bowel Syndrome with Constipation (IBS-C)

IBS is a disorder of the intestines with symptoms that include severe cramping, pain, bloating and changes of bowel habits, such as diarrhea or
constipation. Patients diagnosed with IBS are commonly classified as having one of four forms: IBS-C, IBS with diarrhea, mixed-pattern IBS alternating
between constipation and diarrhea, and unspecified irritable bowel syndrome. Currently, IBS in all its forms is considered to be one of the most common
gastrointestinal disorders. Like CIC, some patients suffering from IBS-C may be treated with dietary measures, such as increasing fiber and fluid intake; if
these measures prove ineffective, laxatives are frequently used for the management of this condition, though they are not approved for IBS-C.

 
Opioid-Induced Constipation (OIC)

OIC is a common adverse effect of chronic opioid use. Binding of opioids to peripheral opioid receptors in the gastrointestinal tract results in reduction
of secretion of electrolytes, such as chloride, and subsequent reduction in small intestinal fluid. In addition, activation of enteric opioid receptors results in
abnormal gastrointestinal motility. Together, these processes result in OIC, which is characterized by infrequent and incomplete evacuation of stool, hard
stool consistency, and straining associated with bowel movements.
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Current treatment options for OIC include the use of stool softeners, enemas, suppositories and peristaltic stimulants such as senna, which stimulate

muscle contractions in the bowel. Additionally, the standard prescription option for OIC is osmotic laxatives. The effectiveness of these products for the
treatment of OIC is limited due to the severity of the constipation caused by opioids. In addition, physicians often cannot prescribe peristaltic stimulants for
the duration of narcotic treatment because of the potential for dependence upon these stimulants. Opioid drugs are known to suppress firing of secretomotor
neurons in the gut which reduces intestinal fluid secretion resulting in drier, harder stools. Lubiprostone works locally in the gut to reestablish fluid secretion
thus alleviating OIC. As a result, we believe that AMITIZA holds a competitive advantage over drugs that do not work through this mechanism of action.

 
There are more than 200 million prescriptions for opioid use in the U.S. annually, and a substantial number of these prescriptions are for non-cancer

chronic pain. Market research indicates that there are approximately 2.5-4.5 million moderate to severe sufferers of OIC, and 40-80% of patients taking
opioids chronically for non-cancer pain report constipation in the U.S. 

 
Asia
In Japan, AMITIZA was approved in June 2012 for the treatment of CC excluding constipation caused by organic diseases, by the Ministry of Health,

Labour and Welfare (MHLW). AMITIZA is Japan’s only prescription medicine for CC.
 
In Japan, Abbott Laboratories, Inc. and Mylan, Inc. (Mylan) closed Mylan’s purchase of Abbott’s non-U.S. developed markets specialty and branded

generics business in February 2015, which included the license, commercialization and supply agreement (Japan Mylan Agreement) with us, dated February
2009. We did not experience any significant changes in the commercialization of AMITIZA in Japan as a result of the transfer of the Japan Mylan Agreement
from Abbott to Mylan. AMITIZA is currently marketed under the Japan Mylan Agreement. More information on our collaboration with Mylan is found under
the heading “Japan Mylan Agreement”.

 
In China, we signed the China Gloria Agreement to license, develop, commercialize and supply AMITIZA in the People’s Republic of China in May

2015. More information on our collaboration with Gloria is found under the heading “China Gloria Agreement.”
 

Chronic Constipation (CC)
According to MHLW epidemiology data, millions of people in Japan may live daily with the pain and discomfort of CC, yet not seek physician care.

Medical attention could mean early diagnosis and effective, long-term treatment.
 
It is estimated that approximately 14.3% of the Japanese population, or over 18 million people, suffer from CC.
 
Other Global Markets
 
In October 2014, we signed an exclusive license, development, commercialization and supply agreement (Global Takeda Agreement) with Takeda to

develop and commercialize AMITIZA in all global markets except in the U.S., Canada, Japan and the People’s Republic of China. More information on our
collaboration with Takeda in global markets is found under the heading “Global Takeda Agreement.”

 
In the United Kingdom (U.K.), we received approval from the Medicines and Healthcare Products Regulatory Agency (MHRA) in September 2012 for the

use of AMITIZA to treat CIC, and we made AMITIZA available in the U.K. in the fourth quarter of 2013. In 2014, we resubmitted an application to the
MHRA for approval of AMITIZA for OIC following the MHRA’s initial decision to not approve AMITIZA for OIC in March 2014. In January 2016, we
received notification from the MHRA that the appeal for the OIC indication was not approved. We will not pursue additional filings in the U.K. at this time.
In July 2014, the National Institute of Health and Care Excellence (NICE) published the technology appraisal guidance recommending the use of AMITIZA
in the treatment of CIC and associated symptoms in adults who have failed laxatives. In January 2015, we successfully completed the European mutual
recognition procedure for AMITIZA for the treatment of CIC in Austria, Belgium, Germany, Italy, Ireland, Luxembourg, Netherlands and Spain, resulting in a
recommendation for marketing authorization in these markets.

 
In Switzerland, AMITIZA was approved to treat CIC in 2009. In 2012, we reached an agreement with the Bundesamt fur Gesundheit (BAG), the Federal

Office of Public Health in Switzerland, on a reimbursement price and limitations for AMITIZA in Switzerland, and began active marketing in the first quarter
of 2013. In February 2014, we announced that the BAG revised several reimbursement limitations with which AMITIZA was first approved for reimbursement
and inclusion in the SL to allow all Swiss physicians to prescribe AMITIZA to patients who have failed previous treatments with at least two laxatives over a
nine month period.

 
In Switzerland, AMITIZA was approved for the treatment of OIC in chronic, non-cancer adult patients in July 2014 by the Swissmedic, the Swiss Agency

for Therapeutic Products.
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Takeda became the marketing authorization holder in Switzerland in April 2015 and is expected to become the marketing authorization holder in the

U.K., Austria, Belgium, Germany, Italy, Ireland, Luxembourg, the Netherlands and Spain in the first half of 2016.
 

Chronic Idiopathic Constipation (CIC)
 

A study published in The American Journal of Gastroenterology in September 2011 estimates that approximately 16% of adults over 15 years of age, or
over 42 million people, in Northern Europe suffer from CIC.

 
In a study conducted in ten European countries, including Switzerland, the results of which were published in Alimentary Pharmacology and

Therapeutics in 2012, approximately 28% of the participants suffering from constipation for at least 6 months were dissatisfied with their current treatment
options using laxatives. Of that group, approximately 83% were interested in seeking alternative methods to relieve their constipation.

 
In October 2015, we and Takeda obtained approval of the clinical trial application (CTA) for AMITIZA for the treatment of CIC and IBS-C in Russia that

was submitted in June 2015. In December 2015, a CTA was filed for AMITIZA for the treatment of CIC, IBS-C and OIC in Mexico and South Korea. We
expect to initiate phase 3 registration trials in Russia, Mexico, and Korea in the first half of 2016. A new drug application (NDA) for the treatment of CIC,
IBS-C, and OIC was submitted in Kazakhstan in December 2015.

 
RESCULA (unoprostone isopropyl)
 

RESCULA is a Big Potassium (BK) channel activator, which is different from other intraocular pressure (IOP) lowering agents. As part of the acquisition
of R-Tech in October 2015, we acquired global rights to RESCULA.

 
United States
In the fourth quarter of 2014 we ceased marketing RESCULA and no product was made available after the March 2015 expiration date. In May 2015, we

returned all licenses for unoprostone isopropyl to R-Tech.
 
Asia
In Japan, RESCULA was approved by the MHLW in 1994 for the treatment of glaucoma and ocular hypertension. In Japan, RESCULA is no longer

protected by regulatory or intellectual property exclusivity. In March 2012, R-Tech signed a distribution agreement (Japan Santen Agreement) with Santen
Pharmaceutical Co., Ltd. (Santen) to commercialize RESCULA in Japan. As part of the acquisition of R-Tech in 2015, we acquired R-Tech’s rights and
obligations under the Japan Santen Agreement. For more information on R-Tech’s collaboration with Santen, see “Other Agreements - Japan Santen
Agreement” below.

 
In South Korea, we signed the distribution agreement with Dong-A Pharm, Co., Ltd in April, 2010.
 
In Taiwan, we signed a manufacturing and supply agreement with Sinphar Pharmaceutical, Co., Ltd and also executed the distribution agreement with

Zuelliq Pharma, Ltd in April, 2013.
 

Our Clinical Development Programs
 
Lubiprostone Lifecycle Management
 

Alternate Formulation
It is estimated that approximately 40% of American adults have difficulty swallowing pills. Of those who have experienced difficulty swallowing pills,

approximately 14% have delayed taking doses of their medication, 8% have skipped a dose and 4% have discontinued using their medication. In addition,
the current formulation of pills is not amenable for administration to young children (6 months and older). We are developing an alternate formulation of
lubiprostone both for adult and pediatric patients who are unable to tolerate capsules, or for naso-gastric tube fed patients. Takeda has agreed to fund 100%
of the costs, up to a specified amount, of the development of this alternate formulation and we expect to initiate a phase 3 trial of the alternate formulation of
lubiprostone in adults in the second half of 2016.

 
Pediatric Functional Constipation
Constipation in children has similar characteristics to those of constipation in adults; symptoms include infrequent bowel movements, hard stools, large

diameter stools and painful passage of stools. Children may also experience fecal retention due to withholding, since there is a tendency to avoid defecation
and withhold bowel movements as a result of the pain experienced from the passage of large stools. This withholding of bowel movements can result in
episodes of fecal incontinence. The Rome III diagnostic criteria for childhood functional constipation dictate that such symptoms occur at least once per
week for at least 2 months prior to diagnosis. Furthermore, ninety percent of pediatric constipation is functional constipation and it occurs in all age groups.
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An analysis of longitudinal data in the U.S. showed that over the last decade there has been a nearly 4-fold increase in rates of constipation. Nevertheless,

the estimates of the prevalence rate of functional constipation in the pediatric population worldwide have varied greatly, from 4% to 37%. Regardless of this
wide range of estimated prevalence, only 50-70% of children with functional constipation achieve long-term improvement with the current treatments,
indicating a need for better treatments.

 
The phase 3 program required to support an application for marketing approval of lubiprostone for pediatric functional constipation comprises four

clinical trials, two of which are currently ongoing and are both testing the soft gelatin capsule formulation of lubiprostone in patients 6 to 17 years of age.
The first of the two trials is a pivotal 12-week, randomized, placebo-controlled trial that was initiated in December 2013. The second trial is a follow-on,
long-term safety extension trial that was initiated in March 2014. Following the successful completion of the phase 3 trial for the alternative formulation of
lubiprostone, as described above, we are also planning to initiate two additional trials in our phase 3 program for pediatric functional constipation, which
will be in children aged 6 months to less than 6 years testing the alternative formulation. Takeda has agreed to fund 70% of the costs, up to a specified
amount, of this pediatric functional constipation program.

 
Cobiprostone
 

Cobiprostone, like AMITIZA, is an activator of the chloride ion channel, ClC-2, which is known to be present in gastrointestinal, liver and lung cells.
 
Oral Mucositis (OM)
A potential indication for cobiprostone is the prevention and/or treatment of OM.
 
OM refers to the serious inflammation of oral mucosa that results in patients that are undergoing chemotherapy (CT) and or radiation therapy (RT) and is

the primary dose limiting adverse effect, accounting for greater than 60% of the treatment interruptions OM, symptoms include mouth pain, sores, infection,
and bleeding. The condition is typically manifested as erythema or ulcerations, and may be exacerbated by local factors. Erythematous mucositis typically
appears 7-10 days after initiation of radiation or high-dose cancer therapy. Additional consequences of OM include weight loss, use of feeding tube,
hospitalization and dysphagia. We are initially focusing on treating patients for HNC that undergo RT. Most (89-100%) of these patients are at high risk of
developing OM depending on whether the RT is in combination with CT or altered fractionation RT. Subsequently we may look at other patients who by
virtue of their treatments, are at risk for developing OM which may be induced by CT of solid tumors or occur in patients being treated for hematopoietic
stem cell transplant.

 
There is a large unmet medical need in OM. Currently treatment is largely palliative and includes basic oral care, cryotherapy, topical rinses, such as

lidocaine, and carbomer. In the United States, there is currently no approved pharmaceutical treatment available to address OM. Palifermin, a growth factor,
has been approved to treat OM in stem cell transplant patients who have undergone myelotoxic therapy.

 
It is estimated that 3-5% of all cancers are HNC and annually, in the United States, approximately 60,000 patients develop HNC and approximately

12,000 patients die from HNC. Half of the diagnosed patient have advanced stage disease and are treated with radiation. Worldwide, there are approximately
550,000 HNC cases annually.

 
In May 2015, the U.S. FDA granted Fast Track Designation for cobiprostone for the prevention of OM. In September 2015, we initiated a phase 2a

clinical trial in the United States of cobiprostone oral spray for the prevention of OM in patients suffering from HNC receiving concurrent RT and CT.
 
Proton Pump Inhibitor-Refractory Non-Erosive Reflux Disease (NERD)/symptomatic Gastroesophageal Reflux Disease (sGERD)
We are developing cobiprostone to treat patients with non-erosive reflux disease (NERD) who have not had responded adequately to treatment with

proton pump inhibitors (PPI) and continue to have troublesome gastroesophageal reflux symptoms despite PPI treatment.
 
About 20% of the U.S. adult population experiences GERD symptoms at least weekly. Furthermore, 50-70% of patients with typical symptoms have no

endoscopic (macroscopic) evidence of erosive esophagitis. These patients are considered to have NERD.
 
NERD is a major subtype of GERD disease that is characterized macroscopically by the normal appearance of mucosa, but nevertheless patients have

persistent symptoms of reflux disease. Microscopically NERD appears to be characterized by dilated intercellular spaces which may allow access of acid to
the receptors in the nerves that signal to the brain.

 
GERD affects 25% to 40% of the adult population of the United States to some degree at some point.
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To date the medical treatment of GERD patients is primarily focused on the inhibition of gastric acid secretion with drugs such as PPIs. However,

approximately 10-40% of patients with GERD fail to respond adequately to a standard-dose PPI treatment. NERD is one of the major areas of unmet need in
the treatment of GERD and is related to less than optimal response to PPI therapy. NERD patients have a significantly lower response rate to PPI therapy as
compared with other GERD groups and consequently constitute the majority of patients with refractory heartburn.

 
In December 2014, we initiated a phase 2a clinical trial in Japan for cobiprostone in NERD/sGERD patients who have had a non-satisfactory response to

proton pump inhibitors. We expect to announce top-line data from this trial in the first half of 2016.
 

Unoprostone Isopropyl
 

Following our cessation of U.S. commercialization activities for RESCULA in 2014 and an analysis of preliminary top-line data from R-Tech’s phase 3
trial of unoprostone isopropyl in retinitis pigmentosa, we decided to discontinue development of the compound.

 
VAP-1 Inhibitors
 

Vascular adhesion protein (VAP-1) inhibitors are both an enzyme and an adhesion protein that has been implicated in the pathogenesis of inflammatory
diseases. It mediates the interaction of leukocytes with the vasculature and plays an important role in immune cell trafficking. There are multiple
opportunities for VAP-1 inhibitors in disease areas with great unmet medical needs and commercial opportunity. These include both autoimmune and
inflammatory diseases. Additionally there is a growing understanding of the potential of VAP-1 inhibitors in regulating immune responses in cancer.

 
RTU-1096
RTU-1096 is an oral compound under development for the treatment of nonalcoholic steatohepatitis (NASH), chronic obstructive pulmonary disease

(COPD), diabetic macular edema (DME) and diabetic retinopathy (DR) and immuno-oncology. In the first quarter of 2016, we completed a phase 1 trial in
healthy individuals to evaluate the safety and pharmacokinetics of RTU-1096 and intend to assess the results in the first half of 2016. We will also look to
generate additional preclinical data in the emerging area of immuno-oncology, to support the potential use of our molecules as a combination therapy with
check-point pathway inhibitors.

 
RTU-009
RTU-009 is a pre-clinical stage, injectable VAP-1 inhibitor that is being studied in animal models of acute cerebral infarction. VAP-1 is found to cause

increases in vascular cell damage, which lead to stroke. RTU-009 may inhibit VAP-1 and control the underlying cause of disease. We intend to complete
IND-enabling studies, and thereafter initiate clinical development.

 
CPP 1-X/Sulindac Combination Product
 

This product is currently in a Phase 3 clinical trial, conducted by CPP for the treatment of familial adenomatous polyposis (FAP). Under our agreement
with CPP, we have the exclusive option to license this product for North America. There are currently no approved treatments for FAP and no other products
in late-stage development.  A genetic disease, FAP typically develops into colon cancer if left untreated.  Current treatment paradigms require patients to
undergo the progressive removal of colon and rectum, ongoing endoscopies of the GI tract, and additional surgery throughout life.  As a result, patients with
FAP experience poor quality of life, inconvenience and significant cost.  FAP has been designated an orphan indication in the U.S. and Europe, with a
prevalence of about 1 in 10,000, and approximately 30,000 cases currently in the United States.

 
CPP-1X/sulindac oral combination product has demonstrated robust Phase 2 data in sporadic colon adenoma, additional evidence of efficacy in FAP

with CPP-1X combinations, and has shown to be well-tolerated.  The ongoing Phase 3 study is a 150-patient, three-arm, double-blind, randomized trial of the
combination agent and the single agent comparators.  Enrollment in the study is expected to be complete in the first half of 2016 and the trial is expected to
conclude in 2018.

 
AMITIZA Collaboration Agreements

We have the following collaboration agreements with our partners to supply, develop and commercialize AMITIZA. The collaboration agreements
entered into are covered by geographic location. The acquisition of R-Tech in October 2015 enabled us to secure a larger portion of the global economics of
AMITIZA, as R-Tech is the exclusive manufacturer and supplier of AMITIZA.
 
North America Takeda Agreement

In October 2004, we entered into an agreement with Takeda to supply, develop and commercialize AMITIZA for gastrointestinal indications in the U.S.
and Canada. The original agreement was amended on February 1, 2006 through a supplemental agreement, and in October 2014 we and Takeda and certain
Takeda affiliates executed amendments to the agreement. Collectively, these are referred to as the North America Takeda Agreement. Payments to us under
these agreements include a non-refundable upfront payment, non-refundable development and commercial milestone payments, reimbursement of certain
development and co-promotion costs, product royalties and product sales.
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Under the North America Takeda Agreement, which has an initial contract term through 2020, and thereafter continues until terminated by Takeda in its

sole discretion:
 
· We recognize product sales revenue from the supply of AMITIZA to Takeda at a negotiated supply price.
· We recognize royalty income from Takeda’s net sales of AMITIZA in the U.S. and Canada. The royalty rates consists of several tiers ranging from

18%-26% with the royalty rate resetting every year:
· We recognize research and development revenue for the reimbursement of research and development costs as Takeda has agreed to fund all

development costs, including regulatory-required studies, to a maximum of $50.0 million for each additional indication and $20.0 million for each
additional formulation. Takeda and we have agreed to equally share all costs in excess of those amounts. With respect to any studies required to
modify or expand the label for AMITIZA for the treatment of CIC, IBS-C or OIC, Takeda has agreed to fund 70% of the costs of such studies, and we
have agreed to fund the remainder. Additionally, Takeda has agreed to fund 100% of the development costs for the new formulation of AMITIZA,
and 70% of the development costs for the treatment of pediatric functional constipation.

· Takeda is required to provide a minimum annual commercial investment during the current term of the North America Takeda Agreement and may
reduce it when a generic equivalent enters the market.

· We retain the right to co-promote AMITIZA for gastrointestinal indications. In December 2014, as part of the amendments to the North America
Takeda Agreement, we ceased our co-promoting activity.

· We are eligible for additional commercial milestone payments contingent on the achievement of certain net sales revenue targets.
· Our collaboration with Takeda is administered in part by four committees consisting of an equal number of representatives from both companies. In

the case of a deadlock within the joint steering committee, our chief executive officer has the determining vote on matter arising from the joint
development and manufacturing committees, while the chief operating officer of Takeda has the determining vote on matters arising from the joint
commercialization committee.

· During the extended term, beginning on January 1, 2021, we will share equally with Takeda in the net annual sales revenue from branded AMITIZA
sales.

 
Global Takeda Agreement

In October 2014, we entered into the Global Takeda Agreement to develop and commercialize AMITIZA for gastrointestinal indications. The territories
excluded from the Global Takeda Agreement are Canada, the U.S., Japan and the People’s Republic of China. Canada and the U.S. are covered by the North
America Takeda Agreement, Japan is covered by the Japan Mylan Agreement, and China is covered by the China Gloria Agreement. The agreement is
effective until it expires on a country-by-country basis on the fourteenth anniversary of the date of first commercial sale in that country. Under the terms of
the agreement:

 
· We received an upfront payment of $14.0 million from Takeda during October 2014.
· We will recognize revenues from the product sales of AMITIZA to Takeda at a negotiated supply price.
· We are eligible for up to $35.0 million in commercial milestone payments contingent on the achievement of certain net sales revenue targets.
· We are responsible for the first $6.0 million in development costs, and Takeda is responsible for all subsequent development activities and related

costs.
· Takeda is the marketing authorization holder for Switzerland.
· Takeda will request the regulatory authorities to transfer the market authorization for the U.K. and will become the marketing authorization holder

for other countries upon regulatory approval and will be responsible for all commercialization and regulatory activities.
 
Japan Mylan Agreement

In February 2009, we entered into a license, commercialization and supply agreement (the Japan Mylan Agreement) for AMITIZA in Japan with Mylan.
Under the terms of the Japan Mylan Agreement (which continues until 2027):

 
· We recognize revenues from the product sales of AMITIZA to Mylan at a negotiated supply price.
· Mylan has a right of first exclusive negotiation to obtain a license to develop and commercialize AMITIZA in Japan for any new indications that we

may develop, such as OIC. We retain the rights to AMITIZA for all other therapeutic uses. We are required to fund and complete all the development
work including any additional clinical studies required to maintain regulatory approval in Japan. We own all the rights covered under the regulatory
filings.
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· Mylan is required to fund and undertake all commercialization efforts including pre-launch and post-launch marketing, promotion and distribution.

Mylan is required to maintain the number of sales staff and the estimated level of annual net sales based on the commercialization plan approved by
the committees described below.

· We have retained the right to co-promote the product in Japan under certain conditions and all other development and commercialization rights to
all other therapeutic areas and are responsible for the cost of co-promotion.

· Our collaboration efforts under the Japan Mylan Agreement are administered by two committees consisting of an equal number of representatives
from both parties.
 

China Gloria Agreement
In May 2015, we entered into an exclusive license, development, commercialization and supply agreement (China Gloria Agreement), for AMITIZA in

the People’s Republic of China. The China Gloria Agreement is effective until the thirteenth anniversary of the effective date and will automatically renew
for successive three year periods unless terminated upon one year’s prior written notice by one of the parties. Under the terms of the China Gloria Agreement:

 
· We received an upfront payment of $1.0 million from Gloria during May 2015 and an upfront payment of $500,000 in June 2015 after the CFDA

accepted the IND application for a pivotal trial of AMITIZA in patients with CIC.
· We are eligible to receive an additional payment in the amount of $1.5 million upon the occurrence of a specified regulatory or commercial

milestone event.
· Gloria is responsible for all development activities and costs, as well as commercialization and regulatory activities, for AMITIZA in the People’s

Republic of China.
· We will be the exclusive supplier of AMITIZA to Gloria at an agreed upon supply price.

 
RESCULA Agreement
 
Japan Santen Agreement

In March 2012, R-Tech entered into an exclusive transaction agreement (Japan Santen Agreement) with Santen Pharmaceutical Co. Ltd (Santen) to
commercialize RESCULA in Japan. The initial term of the Japan Santen Agreement ends on March 31, 2016; thereafter, the agreement automatically extends
for successive one-year renewal terms unless either party gives the other party an 11-month prior notice. Under the terms of the Japan Santen Agreement we
recognize revenues from the product sales of RESCULA to Santen at a negotiated price.
 
Pipeline Agreement
 
CPP Agreement

In January 2016, we entered into an option and collaboration agreement (CPP Agreement) under which Cancer Prevention Pharmaceuticals, Inc. (CPP)
has granted us the sole option to acquire an exclusive license to commercialize CPP-1X/sulindac combination product in North America. Under the terms of
the CPP Agreement:

· We have invested $5.0 million in CPP in the form of a convertible note, with a planned additional $5.0 million equity investment in CPP’s next
qualified financing, which will be either an IPO or a private financing as defined by the agreement;

· We will pay CPP an option fee of up to $7.5 million, payable in two tranches; the first tranche of $3.0 million was paid as signing;
· CPP will complete the ongoing phase 3 trial off CPP-1x/sulindac for the treatment of FAP under the oversight of a joint steering committee;
· Upon exercise of our exclusive option, we would acquire an exclusive license to the product, for all indications, and would be obligated to pay CPP

up to an aggregate of $190.0 million in license fees and milestone payments upon the achievement of specified clinical development and sales
milestones; and

· We and CPP would share equally in profits from the sale of licensed products.
 
Intellectual Property
 

Our success depends in part on our ability to obtain and maintain proprietary protection for the technology and know-how upon which our products are
based, to operate without infringing on the proprietary rights of others and to prevent others from infringing on our proprietary rights.

 
We hold the ownership rights to develop and commercialize Prostones and VAP-1 inhibitors covered by patents and patent applications. Our portfolio of

patents includes patents or patent applications with claims directed to compositions of matter, including both compounds and pharmaceutical formulations,
methods of use, or a combination of these claims, and methods of manufacturing the compounds. Depending upon the timing, duration and specifics of FDA
approval of the use of a compound for a specific indication, some of our U.S. patents may be eligible for a limited patent term extension under the Drug Price
Competition and Patent Term Restoration Act of 1984, referred to as the Hatch-Waxman Act.

 
As of December 31, 2015, the patent rights relating to lubiprostone include compositions of matter, methods of use and methods of manufacturing,

including 16 patents listed in the U.S. FDA Orange Book. These patent rights also include various U.S., European and Japanese patent applications relating
to dosing regimens, pharmaceutical formulations and other claims. The U.S. patents expire between 2020 and 2027. Other foreign patents expire between
2020 and 2028.
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As of December 31, 2015, the patent rights relating to unoprostone isopropyl include compositions of matter, methods of use and methods of

manufacturing, including two patents listed in the U.S. FDA Orange Book. The U.S. patents relating to compositions of matter expire between 2018; those
relating to method of use expire in 2031. The other foreign patents and patent applications expire between 2029 and 2035.

 
The patent rights relating to cobiprostone include compositions of matter, methods of use and methods of manufacturing. These patent rights also

include various U.S., European and Japanese patent applications relating to dosing regimens, pharmaceutical formulations and other claims. The U.S. patents
relating to compositions of matter expire between 2020 and 2027. The other U.S. and foreign patents/patent applications expire between 2020 and 2035.

 
The patent rights relating to VAP-1 Inhibitors (RTU-1096 and RTU-009) include compositions of matter. The U.S. patents relating to compositions of

matter expire between 2029 and 2031. The other U.S. and foreign patents/patent applications expire between 2029 and 2036.
 
We are actively seeking to augment our portfolio of compounds by focusing on the development of new chemical entities, or NCEs, which have not

previously received FDA approval. Upon approval by the FDA, NCEs are entitled to market exclusivity in the U.S. with respect to generic drug products for a
period of five years from the date of FDA approval, even if the related patents have expired. We are also engaged in lifecycle management strategies for our
marketed products.

 
Manufacturing

 
We acquired R-Tech in October 2015. The acquisition transferred direct control and management to us for the production and supply chain of

commercial quantities of AMITIZA or preclinical or clinical supplies of the other prostone compounds that we are testing in our development programs. This
also includes the manufacture of RESCULA, cobiprostone and ion channel activators and any of our future prostone compounds.

 
Our manufacturing network is a combination of owned assets and external suppliers. There are existing supply agreements between R-Tech and the

external suppliers to ensure continued supply of our products.
 
Competition

 
AMITIZA (lubiprostone)
 
In the U.S., an estimated 40-50 million patients who suffer from constipation that is idiopathic in nature or a consequence of other conditions such as IBS

or chronic opioid use. Many patients are currently treated for CIC, IBS-C or OIC with a variety of medications. Over-the-counter (OTC) medications are
available and are generally intended to provide relief for occasional constipation. Prescription products are also available and are generally intended to
provide relief for chronic constipation. As such, the U.S. constipation market is expansive and diverse with a multitude of products intended to treat a large
heterogeneous patient population.

 
The prescription chronic constipation market can generally be bifurcated into two categories: 1) generic laxatives and 2) branded products. Generic

laxatives make up roughly 70%-80% of the total prescription volume while branded prescriptions have grown to represent 20%-30% of the prescription
market. The branded prescription products are briefly described below:

 
· AMITIZA (lubiprostone): AMITIZA, is approved by the FDA for the treatment of CIC (from an unknown cause; not constipation due to another

condition or treatment), IBS-C and CIC. AMITIZA softens the stool by increasing its water content, so the stool can pass easily. AMITIZA is taken
twice daily.

· Linzess (linaclotide): Linzess is approved of CIC and IBS-C. This drug is a capsule taken once daily and helps relieve constipation by helping
bowel movements occur more often. It is not approved for use in those age 17 years and younger.

· Lactulose: Lactulose, a prescription laxative for chronic constipation, draws water into the bowel to soften and loosen the stool.
· Polyethylene glycol (PEG): PEG is an osmotic laxative for chronic constipation and causes water to remain in the stool, which results in softer

stools.
· Movantik (naloxegol): Movantik is approved for OIC. This drug works by binding to mu-receptors in the brain and other parts of the central nervous

system to block pains signals as well as bind to mu-receptors in the bowel which may cause OIC.
 

At this time AMITIZA is the only branded product that has a unique mechanism of action. AMITIZA is also the only branded product on the market
today to be indicated in three separate indications for CIC, IBS-C and OIC.
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AMITIZA Competitors
The key branded and generic products currently on the U.S. market include:
 

Product Company Approved Indications
AMITIZA 
(lubiprostone)

Sucampo/Takeda CIC, IBS-C, OIC

Linzess 
(linaclotide)

Allergan/Ironwood CIC, IBS-C

Movantik
(naloxegol)

AstraZeneca OIC

Relistor (SQ) 
(methylnaltrexone bromide)

Valeant/Progenics Chronic Constipation

Lactulose Several CIC, IBIS-C
Generic PEG Several Chronic Constipation

 
Key pipeline competitors include:
 

Product Company Status
Plecanatide Synergy Pharmaceuticals Inc. CIC filed January 2016

IBS-C filing expected Q4 2016
Naldemedine Shionogi OIC Phase III; positive Phase III topline,

expected filing H1 2016
 

Other agents in various stages of development include:
 

Product Company Status
Tenapanor Ardelyx IBS-C, Phase III
Linaclotide Allergan/Ironwood Linaclotide Colonic Release, Phase II
RM-131/relamorelin Ipsen/Rhythm CIC, Phase II
TD-1211/axelopran Theravance OIC, Phase II
SP-333/dolcanatide Synergy OIC, IBD Phase II

 
Additionally, there are several 5-HT Receptor agonists in various stages of development as well (Resolor/Shire Phase III in CIC, YKP-10811/SK

Biopharma in CIC Phase II)
 

RESCULA (unoprostone isopropyl)
 
RESCULA (unoprostone isopropyl) is approved for Ocular Hypertension and Open-Angle Glaucoma and is currently marketed in several global regions

including Japan, South Korea and Taiwan.  RESCULA was originally launched in Japan in 1994 and is no longer covered by patent or regulatory exclusivity
in Japan.  RESCULA is no longer commercialized in the U.S. (it was approved by the FDA in 2000).
 

According to recent market data in Japan, the glaucoma treatment market grew 0.9% to ¥105.7 billion.  Treatments for glaucoma represent the largest
segment of Japan’s prescription ophthalmic pharmaceutical market, accounting for approximately 33% of the total.  Increased intraocular pressure is a
significant risk factor resulting in damage to the optic nerve.  This can lead to visual field loss and in some cases, blindness.  Glaucoma is the most common
cause of blindness in people with ophthalmic disease in Japan. The glaucoma market is expected to expand in the future, mainly due to the increase in
patient numbers owing to population aging.
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RESCULA faces many competitors which promote products for primary-angle glaucoma (PAOG), and ocular hypertension.  There are several products in

the regions where RESCULA is marketed that have become generic and have therefore had an impact on the usage of prostaglandins as first line therapy. 
Other competitive products include latanaprost and travoprost, ophthalmic solutions and suspensions and generic beta blockers.  Prostaglandin analogues
continue to have strong first line market share followed by generic beta blockers.  Our competitors are also developing additional pipeline products for PAOG
and ocular hypertension. 

 
Product Candidates
We face similar competition from approved therapies and potential pipeline products for the diseases and conditions potentially addressed by

lubiprostone, unoprostone isopropyl, cobiprostone, and VAP-1 inhibitors, and are likely to face competition for any other product candidates we may elect to
develop in the future.

 
Government Regulation
 

Government authorities in the U.S., at the federal, state and local level, and in other countries extensively regulate the research, development, testing,
approval, manufacturing, labeling, post-approval monitoring and reporting, packaging, promotion, storage, advertising, distribution, marketing and export
and import of pharmaceutical products such as those we are developing. The process of obtaining regulatory approvals and the subsequent compliance with
appropriate federal, state, local and foreign statutes and regulations require the expenditure of substantial time and financial resources.

 
United States Government Regulation
In the U.S., the FDA regulates drugs under the Federal Food, Drug, and Cosmetic Act, as amended, and implements regulations. The FDA has jurisdiction

over all of our products and administers requirements covering the safety, effectiveness, manufacturing, quality control, distribution, labeling, marketing,
advertising, dissemination of information, post-marketing study, and pharmacovigilance of our pharmaceutical products. Information that must be submitted
to the FDA in order to obtain approval to market a drug varies depending upon whether the drug is a new product whose safety and efficacy have not
previously been demonstrated in humans or a drug whose active ingredients and certain other properties are the same as those of a previously approved drug.
The results of product development, preclinical studies and clinical trials must be submitted to the FDA as part of the approval process. The FDA may deny
approval if the applicable regulatory criteria are not satisfied, or it may require additional clinical data or analyses or even an additional clinical trial. Even if
such data are submitted, the FDA may ultimately decide that the application does not satisfy the criteria for approval.

 
Obtaining FDA approval for new products and manufacturing processes can take a number of years and involve the expenditure of substantial resources.

To obtain FDA approval for the commercial sale of a therapeutic agent, the potential product must undergo testing programs on animals, the data from which
is used to file an investigational NDA with the FDA. In addition, there are three phases of human testing following Good Clinical Practices (GCP) guidelines:
 

· Phase 1 consists of safety tests with human clinical evaluations, generally in normal, healthy volunteers;
· Phase 2 programs expand safety tests and measure efficacy along with dose finding evaluations and are conducted in volunteers with a particular

disease condition that the drug is designed to treat; and
· Phase 3 programs are greatly expanded clinical trials to determine the effectiveness of the drug at a particular dosage level in the affected patient

population.
 

The data from these clinical tests are combined with data regarding chemistry, manufacturing and animal pharmacology and toxicology, and are then
submitted to the FDA in the form of an NDA. The preparation of an NDA requires the expenditure of substantial funds and the commitment of substantial
resources.

 
Failure to comply with the applicable FDA requirements at any time during the product development process, approval process or following approval

may result in administrative or judicial sanctions. These sanctions could include the FDA’s imposition of a hold on clinical trials, refusal to approve pending
applications, withdrawal of an approval, warning letters, product recalls, product seizures, total or partial suspension of production or distribution,
injunctions, fines, civil penalties or criminal prosecution. Any agency or judicial enforcement action could have a material adverse effect on our business.

 
The FDA extensively regulates all aspects of manufacturing quality under its current good manufacturing practice (cGMP) regulations. The FDA inspects

the facility or the facilities at which drug products are manufactured. The FDA will not approve the product unless cGMP compliance is satisfactory. If the
FDA determines the application, manufacturing process or manufacturing facilities are not acceptable, it will outline the deficiencies in the application and
often will request corrective actions including additional validation or information.
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The pharmaceutical testing and approval process requires substantial time, effort and financial resources. Data obtained from clinical activities are not

always conclusive and may be susceptible to varying interpretations, which could delay, limit or prevent regulatory approval. The FDA may not grant
approval on a timely basis, or at all. We may encounter difficulties or unanticipated costs in our efforts to secure necessary governmental approvals, which
could delay or preclude us from marketing our products. The FDA may limit the indications for use or place other conditions on any approvals that could
restrict the commercial application of the products. After approval, some types of changes to the approved product, such as manufacturing changes and
additional labeling claims, are subject to further FDA review and approval.

 
Post-Approval Requirement
After regulatory approval of a product is obtained, we are obligated to comply with a number of post-approval requirements. For example, the FDA may

require post marketing, or phase 4 clinical trials to assess additional elements of the product’s safety or efficacy. In addition, holders of an approved NDA are
required to report certain adverse drug reactions and production problems to the FDA, to provide updated safety information and to comply with
requirements concerning advertising and promotional labeling for their products. The FDA periodically inspects manufacturing facilities to assess
compliance with cGMP, which imposes certain fiscal, procedural, substantive and record-keeping requirements.

 
We rely substantially on third parties for the performance of certain activities related to the production, packaging and distribution of our drug products

for clinical and commercial use. Future FDA inspections may identify compliance issues at our facilities or at the facilities of our manufacturers that may
disrupt production or distribution, or require substantial resources to correct. In addition, discovery of problems with a product or the failure to comply with
applicable requirements may result in restrictions on a product, manufacturer or holder of an approved NDA, including withdrawal or recall of the product
from the market or other voluntary, FDA-initiated or judicial action that could delay or prohibit further marketing. Newly discovered or developed safety or
effectiveness data may require changes to a product’s approved labeling, including the addition of new warnings, precautions and contraindications. Also,
new government requirements, including those resulting from new legislation, may be established that could delay or prevent regulatory approval of our
products under development.
 

Regulation Outside of the United States
In addition to regulations in the U.S., we are subject to a variety of regulations in other jurisdictions most notably by the Health Canada in Canada,

European Medicines Agency (EMA) in the E.U., Swissmedic in Switzerland and the MHLW in Japan. Whether or not we obtain FDA approval for a product,
we must obtain approval by the comparable regulatory authorities of countries outside the U.S. before we can commence clinical trials or marketing of the
product in those countries. The requirements governing the conduct of clinical trials, product licensing, pricing and reimbursement vary greatly from country
to country, and the time for approval is country dependent and may be longer or shorter than that required by the FDA.

 
Canada
In Canada the new drug approval process is similar to that in the U.S. The process is divided into four phases: preclinical studies, clinical trials, new drug

submission and marketing. Health Canada regulates the clinical trials and grants market authorization based on an assessment of the safety, efficacy and
quality of drug products. In addition to approval of new drugs, the federal government also regulates drug pricing through the Patented Medicines Prices
Review Board (PMPRB).

 
Europe
In Europe medicinal products are governed by a framework of E.U. directives which apply across all E.U. member states. To obtain regulatory approval of

a drug under the E.U. regulatory system, we may submit an MAA, either under a centralized, decentralized, or mutual recognition procedure (MRP). The
centralized procedure, which is compulsory for medicines produced by certain biotechnological processes and optional for those which are innovative,
provides for the grant of a single marketing authorization that is valid for all E.U. member states. The decentralized procedure provides for a member state,
known as the reference member state, to assess an application, with one or more concerned, member states subsequently approving that assessment. The MRP
provides approval in one country and then allows for a request from subsequent countries to mutually recognize the original country’s approval. The E.U.
also governs among other areas, the authorization and conduct of clinical trials, the marketing authorization process for medical products, manufacturing and
import activities, and post-authorization activities including pharmacovigilance. The E.U. has established regulations on pediatric medicines which impose
certain obligations on pharmaceutical companies with respect to the investigation of their products in children.

 
Japan
In Japan, pre-marketing approval and clinical studies are required for all pharmaceutical products. The regulatory requirements for pharmaceuticals in

Japan have in the past been so lengthy and costly that it has been cost-prohibitive for many pharmaceutical companies. Historically, Japan has required that
pivotal clinical data submitted in support of a NDA be performed on Japanese patients. Recently, however, as a part of the global drug harmonization process,
Japan has signaled a willingness to accept U.S. or E.U. patient data when submitted along with a bridging study, which demonstrates that Japanese and non-
Japanese subjects react comparably to the product. This approach, which is executed on a case-by-case basis, may reduce the time required for approval and
introduction of new products into the Japanese market. To obtain manufacturing/marketing approval, we must submit an application for approval to the
MHLW with results of nonclinical and clinical studies to show the quality, efficacy and safety of a new drug. A data compliance review, GCP on-site
inspection, cGMP audit and detailed data review are undertaken by the PMDA. The application is then discussed by the committees of the Pharmaceutical
Affairs and Food Sanitation Council (PAFSC). Based on the results of these reviews, the final decision on approval is made by MHLW. After the approval,
negotiations regarding the reimbursement price with MHLW will begin. The price will be determined within 60 to 90 days unless the applicant disagrees,
which may result in extended pricing negotiations.
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Regulation of the Health Care Industry
In addition to the regulatory approval requirements described above, we are or will be directly or indirectly through our customers, subject to extensive

regulation of the health care industry by the federal and state government and foreign countries in which we may conduct our business. The laws that directly
or indirectly affect our ability to operate our business include the following:
 

 
· The federal Medicare and Medicaid Anti-Kickback laws, which prohibit persons from knowingly and willfully soliciting, offering, receiving or

providing remuneration, directly or indirectly, in cash or in kind, to induce either the referral of an individual, or furnishing or arranging for a good
or service, for which payment may be made under federal healthcare programs such as the Medicare and Medicaid programs;

 · Other Medicare laws, regulations, rules, manual provisions and policies that prescribe the requirements for coverage and payment for services
performed by our customers, including the amount of such payment;

 

 · The federal False Claims Act which imposes civil and criminal liability on individuals and entities who submit, or cause to be submitted, false or
fraudulent claims for payment to the government;

 · The False Claims Act which prohibits knowingly and willfully falsifying, concealing or covering up a material fact or making any materially false
statement in connection with the delivery of or payment for healthcare benefits, items or services;

 · The Foreign Corrupt Practices Act (FCPA), which prohibits certain payments made to foreign government officials;

 · State and foreign law equivalents of the foregoing and state laws regarding pharmaceutical company marketing compliance, reporting and
disclosure obligations; and

 
· The Patient Protection and Affordable Care Act (ACA), which among other things changes access to healthcare products and services; creates new

fees for the pharmaceutical and medical device industries; changes rebates and prices for health care products and services; and requires additional
reporting and disclosure.

 
If our operations are found to be in violation of any of these laws, regulations, rules or policies or any other law or governmental regulation, or if

interpretations of the foregoing change, we may be subject to civil and criminal penalties, damages, fines, exclusion from the Medicare and Medicaid
programs and the curtailment or restructuring of our operations.
 
Pharmaceutical Pricing and Reimbursement
 

In the U.S. and other countries, sales of any products for which we receive regulatory approval for commercial sale will depend in part on the availability
of reimbursement from third-party payers. Third-party payers include government health administrative authorities, managed care providers, pharmacy
benefit managers, private health insurers and other organizations. These third-party payers are increasingly challenging the price and examining the cost-
effectiveness of medical products and services. In addition, significant uncertainty exists as to the reimbursement status of newly approved healthcare
product candidates. We may need to conduct expensive pharmacoeconomic studies in order to demonstrate the cost-effectiveness of our products. Our
products may not be considered cost-effective. Adequate third-party reimbursement may not be available to enable us to maintain price levels sufficient to
realize an appropriate return on our investment in product development.

 
United States
Federal, state and local governments in the U.S. continue to work towards significant legislation aimed to limit the growth of healthcare costs, including

the cost of prescription drugs. Following the U.S. Supreme Court decision in June 2012 upholding the Patient Protection and Affordable Care Act there has
been an increase in the pace of regulatory issuances by those U.S. government agencies designated to carry out the extensive requirements of the ACA. These
regulatory actions are expected to have both positive and negative impacts on the U.S. healthcare industry, although uncertainty remains regarding the
ACA’s ultimate effects. This legislation has both current and long term impacts on us. The provisions of the U.S. Healthcare Reform Act are effective on
various dates over the next several years.

 
Medicaid is a joint federal and state program that is administered by the states for low income and disabled beneficiaries. Under the Medicaid Drug

Rebate Program, we are required to pay a rebate for each unit of product reimbursed by the state Medicaid programs. The amount of the rebate for each
product is set by law as the greater of 23.1% of the average manufacturer price (AMP) or the difference between AMP and the best price available from us to
any customer (with limited exceptions). The rebate amount must be adjusted upward if AMP increases more than inflation (measured by the Consumer Price
Index - Urban). The adjustment can cause the rebate amount to exceed the minimum 23.1% rebate amount. The rebate amount is calculated each quarter
based on our report of current AMP and best price for each of our products to the Centers for Medicare & Medicaid Services. The requirements for calculating
AMP and best price are complex. We are required to report any revisions to AMP or best price previously reported within a certain period, which revisions
could affect our rebate liability for prior quarters. In addition, if we fail to provide information timely or we are found to have knowingly submitted false
information to the government, the statute governing the Medicaid Drug Rebate Program provides for civil monetary penalties.
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Medicare is a federal program that is administered by the federal government that covers individuals age 65 and over as well as those with certain

disabilities. Medicare Part D provides coverage to enrolled Medicare patients for self-administered drugs (i.e., drugs that do not need to be injected or
otherwise administered by a physician). Medicare Part D is administered by private prescription drug plans approved by the U.S. government and each drug
plan establishes its own Medicare Part D formulary for prescription drug coverage and pricing, which the drug plan may modify from time-to-time. The
prescription drug plans negotiate pricing with manufacturers and may condition formulary placement on the availability of manufacturer discounts.
Manufacturers, including us, are required to provide a 50% discount on brand name prescription drugs utilized by Medicare Part D beneficiaries when those
beneficiaries reach the coverage gap in their drug benefits.

 
Our products are subject to discounted pricing when purchased by federal agencies via the Federal Supply Schedule (FSS). FSS participation is required

for our products to be covered and reimbursed by the Veterans Administration (VA) Department of Defense, (DoD), Coast Guard, and Public Health Service
(PHS). Coverage under Medicaid, the Medicare Part B program and the PHS pharmaceutical pricing program is also conditioned upon FSS participation. FSS
pricing is negotiated periodically with the Department of Veterans Affairs. FSS pricing is intended not to exceed the price that we charge our most-favored
non-federal customer for a product. In addition, prices for drugs purchased by the VA, DoD (including drugs purchased by military personnel and dependents
through the TriCare retail pharmacy program), Coast Guard, and PHS are subject to a cap on pricing equal to 76.0% of the non-federal average manufacturer
price, or non-FAMP. An additional discount applies if non-FAMP increases more than inflation (measured by the Consumer Price Index - Urban). In addition,
if we fail to provide information timely or we are found to have knowingly submitted false information to the government, the governing statute provides for
civil monetary penalties in addition to other penalties available to the government.

 
To maintain coverage of our products under the Medicaid Drug Rebate Program, we are required to extend discounts to certain purchasers under the PHS

pharmaceutical pricing program. Purchasers eligible for discounts include hospitals that serve a disproportionate share of financially needy patients,
community health clinics and other entities that receive health services grants from the PHS.

 
Canada
The purpose of the PMPRB is to ensure that prices of patented and non-patented medicines are not excessive. Accordingly, the PMPRB monitors and

reports prices of non-patented drugs and publishes annual reports on the prices using international median prices as a benchmark. The PMPRB does not set
drug prices, analyze relative cost effectiveness or value of new drugs or take an active role in formulary listing and reimbursement pricing as these
responsibilities are assumed either by the provinces and territories. In order to determine whether the price for a given drug is “excessive”, new drugs are
labelled in one of three categories: Category 1 refers to line extensions of existing medicines. The price of a Category 1 drug is presumed excessive if it does
not bear a reasonable relationship to the price of other medicines of the same strength sold by the patentee; Category 2 refers to breakthrough or substantial
improvements over existing drugs. The price of a Category 2 drug is presumed excessive if it exceeds the prices of all the medicines in the same therapeutic
class or the median of the prices in seven countries (France, Germany, Italy, Sweden, Switzerland, the U.K. and the U.S.). Category 3 refers to new chemical
entities offering moderate, little or no therapeutic improvement. The price of a Category 3 drug is presumed excessive if it exceeds the prices of all the
medicines in the same therapeutic class. The PMPRB also monitors the price of existing drugs, which is considered excessive if it exceeds the increase in the
general Canadian Consumer Price Index. When manufacturers set the price of a patented medicine too high, the PMPRB first attempts to have the
manufacturer reduce the price voluntarily. Barring this, it can hold a public hearing into the price following which it can order the manufacturer to reduce the
price, withdraw the manufacturer’s market authorization, or impose a fine equal to or double the amount of the excessive increase in price.

 
Europe
Different pricing and reimbursement schemes exist in other countries. In Europe, governments influence the price of pharmaceutical products through

their pricing and reimbursement rules and control of national health care systems that fund a large part of the cost of such products to consumers. The
approach taken varies from state to state. Some jurisdictions permit products to be marketed only after a reimbursement price has been agreed. Other states
allow companies to fix their own prices for medicines, but monitor company profits. In some cases, pharmacoeconomic analyses from clinical studies and
other available resources are used to establish pricing using risk-benefit comparisons with currently available products.
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In the U.K., pharmaceutical companies set their own price, and then national bodies (e.g., NICE and Scottish Medicines Consortium), sub-national bodies

(e.g., Greater Manchester Medicines Management Group and London Procurement Partnership), or local bodies (e.g., Clinical Commissioning Groups and
Health Boards) will determine if a medicine is cost-effective. The national and sub-national bodies advise local bodies, which are greatly influenced by a
NICE endorsement; however, ultimately the decision to pay for a medicine is made at a local level in the U.K.

 
In Switzerland, the Swiss health care system is a compulsory private system where patients pay a monthly variable fee to a registered health insurance

fund. All insurers reimburse against a common national formulary, the SL. The BAG makes the decisions on reimbursement and pricing of all prescription
drugs in the market with their review taking three to four months. For new drugs it is not uncommon for there to be several rounds of review. It also conducts
regular price reviews of the drugs on the formulary. The Federal Commission on drugs or Arzneimittelkommission (EAK) is a body assisting the BAG with
expert advice. Once a product is approved the BAG, in consultation with EAK, decides whether or not the drug will appear on the SL. After EAK’s evaluation
of a drug, BAG and EAK decide on the maximum price in the market. The criteria used are:

 
· Internal comparison with reimbursed and non-reimbursed therapeutic equivalents,
·  External cross country comparison (reference countries: Denmark, Germany, the U.K. and the Netherlands), and
·  Cost benefit analysis

 
Japan
In Japan, pricing is established utilizing various information including reference prices from other international markets. However, the MHLW

biannually reviews the pharmaceutical prices of individual products. In the past, these reviews have resulted in price reductions. We expect similar price
reviews in the future, in line with the government’s previously announced plan for controlling health care costs. It is not possible to predict the outcome of
these reviews, and it is possible that Japanese authorities will again reduce drug reimbursement rates, which could adversely affect the reimbursement levels
for our products or product candidates.
 

Regulation Pertaining to Sales and Marketing
We are subject to various federal and state laws pertaining to health care “fraud and abuse,” including anti-kickback laws and false claims laws. Anti-

kickback laws generally prohibit a prescription drug manufacturer from soliciting, offering, receiving, or paying any remuneration to generate business,
including the purchase or prescription of a particular drug. Although the specific provisions of these laws vary, their scope is generally broad and there may
be no regulations, guidance or court decisions that clarify how the laws apply to particular industry practices. There is therefore a possibility that our
practices might be challenged under the anti-kickback or similar laws. False claims laws prohibit anyone from knowingly and willingly presenting, or
causing to be presented for payment to third party payers (including Medicare and Medicaid), claims for reimbursed drugs or services that are false or
fraudulent, claims for items or services not provided as claimed, or claims for medically unnecessary items or services. Our activities relating to the sale and
marketing of our products may be subject to scrutiny under these laws. Violations of fraud and abuse laws may be punishable by criminal or civil sanctions,
including fines and civil monetary penalties, and exclusion from federal health care programs (including Medicare and Medicaid). Federal and state
authorities are paying increased attention to enforcement of these laws within the pharmaceutical industry and private individuals have been active in
alleging violations of the laws and bringing suits on behalf of the government under the federal False Claims Act. If we were subject to allegations
concerning, or were convicted of violating, these laws, our business could be harmed.

 
Laws and regulations have been enacted by the federal government and various states to regulate the sales and marketing practices of pharmaceutical

manufacturers. The laws and regulations generally limit financial interactions between manufacturers and health care providers or require disclosure to the
government and public of such interactions. The laws include federal “sunshine” provisions enacted in 2010 as part of the comprehensive federal health care
reform legislation. The sunshine provisions apply to pharmaceutical manufacturers with products reimbursed under certain government programs and require
those manufacturers to disclose annually to the federal government (for re-disclosure to the public) certain payments made to physicians and certain other
healthcare practitioners or to teaching hospitals. State laws may also require disclosure of pharmaceutical pricing information and marketing expenditures.
Many of these laws and regulations contain ambiguous requirements. Given the lack of clarity in laws and their implementation, our reporting actions could
be subject to the penalty provisions of the pertinent federal and state laws and regulations. Outside the U.S., other countries have implemented requirements
for disclosure of financial interactions with healthcare providers and additional countries may consider or implement such laws.

 
Other Regulations
 
Foreign Anti-Corruption
We are subject to various federal and foreign laws that govern our international business practices with respect to payments to government officials.

Those laws include the U.S. Foreign Corrupt Practices Act which prohibits U.S. companies and their representatives from paying, offering to pay, promising,
or authorizing the payment of anything of value to any foreign government official, government staff member, political party, or political candidate for the
purpose of obtaining or retaining business or to otherwise obtain favorable treatment or influence a person working in an official capacity. In many countries,
the health care professionals we regularly interact with may meet the Foreign Corrupt Practices Act (FCPA) definition of a foreign government official. The
FCPA also requires public companies to make and keep books and records that accurately and fairly reflect their transactions and to devise and maintain an
adequate system of internal accounting controls.
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The laws to which we are subject also include the U.K. Bribery Act 2010 (Bribery Act) which proscribes giving and receiving bribes in the public and

private sectors, bribing a foreign public official, and failing to have adequate procedures to prevent employees and other agents from giving bribes. U.S.
companies that conduct business in the U.K. generally will be subject to the Bribery Act. Penalties under the Bribery Act include potentially unlimited fines
for companies and criminal sanctions for corporate officers under certain circumstances.

 
Other Laws
Our present and future business has been and will continue to be subject to various other laws and regulations. Various laws, regulations and

recommendations relating to safe working conditions, laboratory practices, the experimental use of animals, and the purchase, storage, movement, import and
export and use and disposal of hazardous or potentially hazardous substances used in connection with our research work are or may be applicable to our
activities. Certain agreements entered into by us involving exclusive license rights may be subject to national or international antitrust regulatory control,
the effect of which cannot be predicted. The extent of government regulation, which might result from future legislation or administrative action, cannot
accurately be predicted.
 
Employees

As of March 1, 2016, we had 159 full-time employees, including 65 with doctoral or other advanced degrees. Of our workforce, 105 employees are
engaged in research, development and manufacturing, and 54 are engaged in business development, legal, finance, administration and sales and marketing.
None of our employees are represented by a labor union or covered by collective bargaining agreements. We have never experienced a work stoppage and
believe our relationship with our employees is good.

 
Research and Development

For information regarding research and development expenses incurred during 2015, 2014 and 2013, see Item 7, “Management Discussion and Analysis
of Financial Condition and Results of Operations—Research and Development Expenses”.

 
Financial Information About Geographic Areas

Consolidated revenues by geographic area where derived are as follows:
 

  Years Ended December 31,
(In thousands)  2015  2014  2013
United States  $ 95,769  $ 74,688  $ 73,637 
Japan   55,371   32,128   15,849 
Rest of the world   2,040   8,634   108 

Total  $ 153,180  $ 115,450  $ 89,594 
 

Total revenues generated outside the U.S. were $57.4 million, $40.8 million and $16.0 million in the years ended December 31, 2015, 2014 and 2013,
respectively.

 
Property and equipment, net by geographic area where located is as follows:

 
  December 31,
(In thousands)  2015  2014  2013
United States  $ 3,105  $ 566  $ 869 
Japan   3,232   114   175 
Rest of the world   56   83   112 

Total  $ 6,393  $ 763  $ 1,156 
 
Our Class Capital Structure

We have two classes of common stock authorized; class A common stock and class B common stock. In 2012, our majority stockholder and only holder
of our class B common stock converted all of its outstanding shares of our class B common stock into shares of our class A common stock. We are not
authorized to issue additional shares of class B common stock except in limited circumstances. As a result of the conversion, there is now only a single class
of outstanding common stock, class A common stock, which is entitled to one vote per share.
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Our Corporate Information

We were incorporated under the laws of Delaware in December 1996.
 
The following is a list of our direct and indirect subsidiaries as of December 31, 2015:

 
Subsidiary  State or other jurisdiction of incorporation or organization

Sucampo Pharma Americas, LLC  Delaware
Sucampo LLC  Delaware
Sucampo AG  Switzerland
Sucampo Pharma, LLC  Japan
Sucampo Pharma Europe Ltd.  United Kingdom
R-Tech Ueno, Ltd.  Japan
Sucampo Acquisitions GmbH  Switzerland

 
Our principal executive offices are located at 805 King Farm Boulevard, Suite 550, Rockville, Maryland 20850, and our telephone number is (301) 961-

3400.
 
Website Access to United States Securities and Exchange Commission Reports

Our Internet address is http://www.sucampo.com. Through our website, we make available, free of charge, access to all reports filed with the U.S.
Securities and Exchange Commission (SEC) including our Annual Reports on Form 10-K, our Quarterly Reports on Form 10-Q, our Current Reports on Form
8-K and amendments to these reports, as filed with or furnished to the SEC pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended (Exchange Act), as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC. Copies of any materials
we file with, or furnish to, the SEC can also be obtained free of charge through the SEC’s website at http://www.sec.gov or at the SEC’s Public Reference
Room at 100 F Street, N.E., Room 1580, Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by calling the
SEC at 1-800-SEC-0330.
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ITEM 1A.  RISK FACTORS

 
Before deciding to purchase, hold or sell our common stock, you should carefully consider the risks described below in addition to the other cautionary

statements and risks described elsewhere and the other information contained in this report and in our other filings with the SEC, including subsequent
Quarterly Reports on Forms 10-Q and Current Reports on Form 8-K. We operate in a rapidly changing environment that involves a number of risks. The risks
and uncertainties described below are not the only ones we face. Additional risks and uncertainties not presently known to us or that we currently deem
immaterial may also affect our business. These known and unknown risks could materially and adversely affect our business, financial condition, prospects,
operating results or cash flows.

 
Risks Related to Our Business and Industry
 
If we are unable to continue successful commercialization of AMITIZA for the approved indications and other indications or dosage forms for which we
are developing this drug, or experience significant delays in doing so, our ability to generate royalty and product-based revenues and achieve profitability
will be jeopardized.
 

Our business currently depends entirely on the successful commercialization of our first product, lubiprostone. Lubiprostone was launched in the U.S. in
2006 under the brand name AMITIZA. AMITIZA is currently marketed in the U.S., U.K., Switzerland and Japan for various indications. We have a limited
history of generating global revenues from the sale of lubiprostone. Prior to the acquisition of R-Tech (the Acquisition), R-Tech was responsible for the
manufacture and supply of all of our drug products for commercial use and clinical development. Through the Acquisition, we obtained control over the
manufacturing and supply chain of AMITIZA. This increased responsibility could detract attention from operating the day-to-day components of our
business prior to the Acquisition.

 
Our ability to meet expectations with respect to global sales of lubiprostone and revenues from such sales, and to attain profitability and maintain

positive cash flow from the lubiprostone business, in the time periods we anticipate, or at all, will depend on a number of factors, including the following:
 
· our and our partners’ ability to continue to build, and to maintain, market acceptance for lubiprostone among healthcare professionals and patients

in the U.S., and to gain such market acceptance in the countries where lubiprostone is approved, or may in the future receive approval;
· the efforts of Takeda and Mylan to commercialize and maximize net sales revenue of AMITIZA;
· the degree to which both physicians and patients determine that the safety and side effect profiles of lubiprostone are manageable, and that the

benefits of lubiprostone outweigh the risks;
· the current and future prevalence of CIC, IBS-C, OIC, or chronic constipation;
· the willingness of insurance companies, managed care organizations, other private payers, and government entities that provide reimbursement for

medical costs in the U.S. to continue to provide reimbursement for lubiprostone at the prices at which we offer lubiprostone without imposing any
additional major hurdles to access or other significant restrictions or limitations, and the ability and willingness of patients to commit to any co-pay
amounts for lubiprostone applicable under their insurance coverage;

· our commercial partners’ ability to obtain pricing approval and/or reimbursement required for selling lubiprostone in the major countries of the E.U.,
Japan and in other countries in which we may receive approval to market lubiprostone on a timely basis and at price levels that are acceptable to us
without the applicable government agencies or other payers in such countries imposing onerous caps, rebate, risk sharing or other requirements
which effectively and significantly lower the reimbursement rates for lubiprostone;

· the extent of the likely negative impact of the introduction of new competitive products on sales of lubiprostone;
· our ability to gain regulatory approval of lubiprostone outside the countries in which we have already received approval without restrictions that are

substantially more onerous or manufacturing specifications that are more difficult to consistently achieve than those imposed in the U.S. and E.U.;
· our ability to accurately forecast revenues from sales of lubiprostone and the metrics that impact revenues, such as prescription rate, short-term and

long-term drop-out rate, conversion rate, reimbursement and pricing; the timing and availability of named patient sales and the impact of future
competition;

· our ability to successfully gain approval of a dosage form of lubiprostone for pediatric functional constipation, and to generate revenues from sales
of the dosage form for pediatric functional constipation, if approved;

· successful completion of clinical trials of AMITIZA for the treatment of other constipation-related gastrointestinal indications beyond CIC, IBS-C
and OIC as well as other dosage forms other than the 24 mcg and 8 mcg soft gelatin capsule, and successful commercialization of these indications
and dosage forms within and outside the U.S.;

· our ability to manufacture sufficient bulk quantities of active pharmaceutical ingredient and sufficient quantities of each dosage strength and
dosage form of lubiprostone to meet demand;

· our ability to hire and retain key personnel necessary to optimize the lubiprostone business; and
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· our and our partners’ ability to continue to execute effectively on key activities related to lubiprostone in the U.S. and to launch lubiprostone

successfully in those key markets outside the U.S. in which we receive pricing and reimbursement approval, and the level of cost required to conduct
such activities.

 
AMITIZA faces significant competition from competitors’ products like linaclotide and  naloxegol, which, in addition to other factors, could in certain
circumstances lead to a significant reduction in royalty revenues and product sales.
 

As a general matter, the pharmaceutical industry is highly competitive. To be successful, we must be able to, among other things, effectively discover,
develop, test and obtain regulatory approvals for products. We or our partners must be able to effectively commercialize, market and promote approved
products, including communicating the effectiveness, safety and value of products to actual and prospective customers and medical professionals. Many of
our competitors have greater resources than we have. This enables them, among other things, to make greater investments in research and development,
marketing and promotion.

 
Our product, AMITIZA, faces competition from competitors’ products. Specifically, AMITIZA faces competition from linaclotide which is approved for

two of the three indications that AMITIZA has been approved in the U.S. and for IBS-C in certain European countries. Its manufacturer is seeking approval in
other markets for IBS-C that we currently or intend to market AMITIZA. We also face competition from naloxegol which is approved for OIC in the U.S. and
E.U. Competitor products such as linaclotide and naloxegol may be more effective or more effectively marketed and sold than AMITIZA is by our partners or
by us. Alternatively, in the case of generic competition, including the generic availability of competitors’ branded products, they may be equally safe and
effective products that are sold at a substantially lower price than our products. As a result, if we fail to maintain its competitive position, this could have a
material adverse effect on its business, cash flow, results of operations, financial position and prospects.

 
Developments by our competitors, the entry of new competitors into the markets in which we compete, or consolidation in the pharmaceutical industry

could make our products or technologies less competitive or obsolete. Our future growth depends, in part, on our ability to develop and introduce products
which are more effective than those developed by our competitors. Royalties or sales from our existing products may decline rapidly if a new product is
introduced that represents a substantial improvement over our existing products.
 
Our future success depends upon our ability to develop new products, and new indications for existing products, that achieve regulatory approval for
commercialization.
 

For our business model to be successful, we must continually develop, manufacture and commercialize new products or achieve approval for new
indications or label extensions for the use of our existing products. Prior to commercialization, these new products and product indications must satisfy
stringent regulatory standards and receive requisite approvals or clearances from regulatory authorities in the U.S. and other countries. The development,
regulatory review and approval, and commercialization processes are time consuming, costly and subject to numerous factors that may delay or prevent the
development, approval or clearance, and commercialization of new products, including legal actions brought by our competitors. To obtain approval or
clearance of new indications or products, we must submit, among other information, the results of preclinical and clinical studies on the new indication or
product candidate to the applicable regulatory authorities. The number of preclinical and clinical studies that will be required for regulatory approval varies
depending on the regulatory authority, the new indication or product candidate, the disease or condition for which the new indication or product candidate is
in development and the regulations applicable to that new indication or product candidate. Even if we believe that the data collected from clinical trials of
new indications for our existing products or for our product candidates are promising, applicable regulatory authorities may find such data to be insufficient
to support approval of the new indication or product. The regulatory authority can delay, limit or deny approval or clearance of a new indication or product
candidate for many reasons, including:
 
  · the product is not safe or effective either generally or for a new indication;
  · our preclinical and clinical data is interpreted in different ways than we interpret that data;
  · we may be required to perform post-marketing clinical studies; or
  ·  there may be changes in the approval policies or adoption of new regulations.
 

Products that we are currently developing, other future product candidates or new indications or label extensions for our existing products, may or may
not receive the regulatory approvals or clearances necessary for marketing or may receive such approvals or clearances only after delays or unanticipated
costs.
 
We continue to rely on third parties for the successful commercialization of some of our drug products. The success of these third parties will affect our
ability to continue to develop new drug candidates.
 

For most of our operating history, we have been a research and development company. As we continue to expand our management, organizational and
operational capabilities, expand our global partnerships, develop our diversified product pipeline, acquire non-prostone clinical candidates, and enhance our
capital structure, our operations will focus on organizing and staffing our company, building the necessary infrastructure to support these capabilities,
developing the pipeline and non-prostone technologies which we may acquire, undertaking preclinical and clinical trials of our product candidates, and
pursuing the regulatory approval processes for additional indications for AMITIZA. Though we will continue to rely upon Takeda and Mylan to
commercialize AMITIZA in most of the world, we may not be able to cause these third parties to effectively market and sell AMITIZA. In addition, we may
encounter unforeseen expenses, difficulties, complications and delays as Takeda obtains regulatory approvals and establishes the commercial markets for
AMITIZA outside of North America, Japan and China. As we continue to develop and seek regulatory approval of our product candidates, both within and
outside the U.S., it could be difficult for us to access capital, to build the necessary infrastructure, to obtain and devote the resources necessary to obtain and
develop product candidates, to effectively sell our products, and to provide resources to support commercialization of our products.
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We are subject to on-going obligations to monitor the safety of our products and product candidates. Any failure to meet these obligations could adversely
affect our ability to generate revenue.
 

Safety problems or signals can arise as our products are marketed and our product candidates are evaluated in clinical trials. With our collaborators, we
are required to continuously collect and assess adverse events reported to us and to communicate to regulatory agencies these adverse events and safety
signals regarding our products. Regulatory agencies periodically perform inspections of our pharmacovigilance processes, including our adverse event
reporting. If regulatory agencies determine that we or our collaborators have not complied with the applicable reporting or other pharmacovigilance
requirements, we may become subject to additional inspections, warning letters or other enforcement actions, including monetary fines, marketing
authorization withdrawal and other penalties.
 
We face potential product liability exposure, and, if claims are brought against us, we may incur substantial liability.
 

The use of lubiprostone or any other product candidate in clinical trials and the sale of AMITIZA or any other product candidate for which we obtain
marketing approval expose us to the risk of product liability claims. Product liability claims might be brought against us by consumers, healthcare providers
or others selling or otherwise coming into contact with our product and product candidates. If we cannot successfully defend ourselves against product
liability claims, we could incur substantial liabilities. In addition, regardless of merit or eventual outcome, product liability claims may result in:
 

· decreased demand for lubiprostone or any other product candidate for which we obtain marketing approval;
· impairment of our business reputation and exposure to adverse publicity;
· increased warnings on product labels;
· withdrawal of clinical trial participants;
· costs as a result of related litigation;
· distraction of management’s attention from our primary business;
· substantial monetary awards to patients or other claimants;
· loss of revenue; and
· the inability to successfully commercialize lubiprostone or any other product candidate for which we obtain marketing approval.

 
We have obtained product liability insurance coverage for both our clinical trials and our commercial exposures. However, our insurance coverage may

not be sufficient to reimburse us for any expenses or losses we may suffer. Moreover, insurance coverage is becoming increasingly expensive, and, in the
future, we may not be able to maintain insurance coverage at a reasonable cost or in sufficient amounts to protect us against losses due to liability. On
occasion, large judgments have been awarded in class action lawsuits based on drugs that had unanticipated side effects or warnings found to be inadequate.
The cost of any product liability litigation or other proceedings, even if resolved in our favor, could be substantial. A product liability claim or series of
claims brought against us could cause our stock price to decline and, if the claim is successful and judgments exceed our insurance coverage, could decrease
our cash and adversely affect our business.
 
Recent federal legislation, including potentially unfavorable pricing regulations or other healthcare reform initiatives, and other negative pricing trends
could limit our ability to generate revenues.
 

In March 2010, the Patient Protection and Affordable Care Act (ACA) was enacted in the U.S. In 2012, the U.S. Supreme Court upheld the ACA. This
legislation may have both immediate and long-term impacts on us. A number of the provisions of legislation require rulemaking action by governmental
agencies to implement, many of which have not yet occurred. The laws change access to health care products and services and create new fees for the
pharmaceutical and medical device industries. Future rulemaking could increase rebates, reduce prices or the rate of price increases for health care products
and services, or require additional reporting and disclosure. We cannot predict the timing or impact of any future rulemaking.

 
The regulations that govern, among other things, regulatory approvals, coverage, pricing and reimbursement for new drug products vary widely from

country to country. In the United States and some foreign jurisdictions, there have been a number of legislative and regulatory changes and proposed changes
regarding the healthcare system that could prevent or delay regulatory approval of our product candidates, restrict or regulate post-approval activities and
affect our ability to successfully sell any product candidates for which we obtain regulatory approval.
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In the U.S., the E.U., and other potentially significant markets for our product candidates, government authorities and third-party payers are increasingly

attempting to limit or regulate the price of medical products and services, particularly for new and innovative products and therapies, which has resulted in
lower average selling prices. Furthermore, the increased emphasis on managed healthcare in the U.S. and on country and regional pricing and reimbursement
controls in the E.U. will put additional pressure on product pricing, reimbursement and usage, which may adversely affect our future product sales and results
of operations. These pressures can arise from rules and practices of managed care groups, judicial decisions and governmental laws and regulations related to
Medicare, Medicaid and healthcare reform, pharmaceutical reimbursement policies and pricing in general.
 
We may generate growth through acquisitions and in-licensing and such strategy may not be successful if we are not able to identify suitable acquisition or
licensing candidates, to negotiate appropriate terms of any such transaction or to successfully manage the integration of any acquisition.
 

As part of our business strategy, we intend to continue pursuing strategic acquisitions and in-licensing opportunities with third parties for our existing
products and to complement our existing product pipeline. We have limited experience in completing acquisitions with third parties as well as performing
under in-licensing agreements and we may not be able to identify appropriate acquisition or licensing candidates or to successfully negotiate the terms of any
such transaction. The licensing and acquisition of pharmaceutical and biological products is a competitive area. A number of more established companies are
also pursuing strategies to license or acquire products in the pharmaceutical field, and they may have a competitive advantage over us due to their size, cash
resources and greater clinical development and commercialization capabilities. If we are unable to successfully complete acquisitions or in-licensing
transactions for suitable products and product candidates, our prospects for growth could suffer.
 

Even if we are successful in completing one or more acquisitions, the failure to adequately address the financial, operational or legal risks of these
transactions could harm our business. To finance an acquisition, we could be required to use our cash resources, issue potentially dilutive equity securities or
incur or assume debt or contingent liabilities. Accounting for acquisitions can require impairment losses or restructuring charges, large write-offs of in-
process research and development expense and ongoing amortization expenses related to other intangible assets. In addition, integrating acquisitions can be
difficult, and could disrupt our business and divert management resources. If we are unable to manage the integration of any acquisitions successfully, our
ability to develop new products and continue to expand our product pipeline may be impaired.

 
The acquisition of Sucampo AG (SAG), in December 2010 resulted in the issuance of two subordinated unsecured promissory notes in the aggregate

amount of approximately $51.9 million to Ueno Trust and Kuno Trust. As of December 31, 2015, the outstanding balance on the notes was $17.7 million.
However, on February 1, 2016, we repaid the entire outstanding balance of these notes.

 
In connection with the acquisition of R-Tech in October 2015, we entered into the Credit Facility and, under such facility, issued secured promissory

notes in the aggregate amount of approximately $250.0 million to various lenders (the Term Notes). As of December 31, 2015, the outstanding balance on the
Term Notes was $250.0 million. If we do not generate sufficient cash flows from our operations, we may not be able to pay the obligations of these notes on a
timely basis, which may adversely affect our operating results. Our failure to comply with the covenants and/or obligations related to the Term Notes could
result in an event of default, which could result in an immediate acceleration of the outstanding balance of the Term Notes and, if they are not repaid,
foreclosure upon the assets securing our obligations under the Term Notes. These outcomes would materially and adversely affect our operating results and
our financial condition. As of December 31, 2015, we were compliant with our covenants and conditions under the Term Notes.
 
Risks Related to Our Commercial Operations
 
We have a relatively short history of profitability. We may not maintain operating profitability in the future, and this could force us to delay, reduce or
abandon our commercialization efforts or product development programs.
 

We have recorded net income since 2012. However, we expect to continue to incur significant and increasing expenses for at least the next several years
as we continue our research activities, conduct development of the prostone technology, seek and develop non-prostone products and compounds, seek
regulatory approvals for additional indications and additional territories for AMITIZA and for other drug candidates, and protect the patents of our products
from generic challenges. Regulatory changes and changes in market conditions, including the generic competition, may require us to incur more expenses or
change the timing of expenses such that we may incur unexpected losses. We may not be able to sustain or increase profitability on a quarterly or annual
basis. If we are unable to maintain profitability, the market value of our class A common stock may decline.
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We may need substantial additional funding and be unable to raise capital when needed, which could force us to delay, reduce or abandon our
commercialization efforts or product development programs.
 

We expect our research and development expenses and selling, general and administrative expenses to increase in connection with our ongoing
activities. We may need substantial additional funding and be unable to raise capital when needed or on attractive terms, which would force us to delay,
reduce or abandon our development programs.

 
We have continued to finance much of our operations by payments received under our collaboration agreements with Takeda and Mylan. We believe

that our existing cash and cash equivalents and internally generated funds that we anticipate from AMITIZA royalty revenues and product sales will be
sufficient to enable us to fund our current operating expenses but not for all of our future research and development programs. Our future funding
requirements, however, will depend on many factors, including:
 

· actual levels of product royalty and product sales from AMITIZA;
· the cost of commercialization activities, including product marketing, sales and distribution;
· the scope and results of our research, preclinical and clinical development activities;
· the timing of, and the costs involved in, obtaining regulatory approvals;
· the costs involved in obtaining and maintaining proprietary protection for our products, technology and know-how, including litigation costs and

the results of such litigation;
· our ability to recruit and retain internal qualified human resources to conduct these activities;
· the extent to which we acquire or invest in businesses, products and technologies;
· the success of our collaboration with Takeda and Mylan;
· the success of the commercialization efforts of AMITIZA; and
· our ability to establish and maintain additional collaborations.

 
If we are required to raise additional funds from external sources, we might accomplish this through at-the-market sales, public or private equity

offerings, debt financings or corporate collaboration and licensing arrangements. If we raise additional funds by at-the-market sales or issuing equity
securities, current stockholders may experience dilution. Debt financing, if available, may involve agreements that include covenants limiting or restricting
our ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring dividends. If we raise additional funds
through collaboration and licensing arrangements with third parties, it may be necessary to relinquish valuable rights and related intellectual property to our
technologies, research programs, products or product candidates.
 
We are developing internationally and licensing our products globally; therefore, we have an increased exposure to foreign political conditions and
regulatory requirements and fluctuations in foreign currency exchange rates.
 

We expect that we will continue to seek global opportunities for our products and to develop candidates internationally in the future. Such opportunities
and development will inherently subject us to a number of risks and uncertainties, including:
 

· changes in international regulatory and compliance requirements that could restrict our ability to develop, market and sell our products;
· political and economic instability;
· diminished protection of intellectual property in some countries outside of the U.S.;
· trade protection measures and import or export licensing requirements;
· difficulty in staffing and managing international operations;
· differing labor regulations and business practices;
· potentially negative consequences from changes in or interpretations of tax laws;
· changes in international medical reimbursement policies and programs;
· financial risks such as longer payment cycles, difficulty collecting accounts receivable and exposure to fluctuations in foreign currency exchange

rates; and
· regulatory and compliance risks that relate to maintaining accurate information and control over sales and distributors’ and service providers’

activities that may fall within the purview of the FCPA or similar foreign laws such as the U.K. Bribery Act.
 

Any of these factors may, individually or as a group, have a material adverse effect on our business and results of operations. These or other similar risks
could adversely affect our revenue and profitability. As we develop internationally, our exposure to these factors will increase.
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Risks Related to Product Pipeline
 
If our preclinical studies do not produce successful results or if our clinical trials do not demonstrate safety and efficacy in humans, our ability to develop
and commercialize our pipeline will be impaired, which may jeopardize our business.
 

Before obtaining regulatory approval for the sale of our product candidates from our pipeline and from non-prostone acquisitions, we must conduct
extensive preclinical tests and clinical trials to demonstrate the safety and efficacy in humans of our product candidates. Preclinical and clinical testing is
expensive, is difficult to design and implement, can take many years to complete, is subject to varying regulatory requirements and is uncertain as to
outcome. Success in preclinical testing and early clinical trials does not ensure that later clinical trials will be successful, and interim results of a clinical trial
do not necessarily predict final results. A failure of one or more of our clinical trials can occur at any stage of testing. We may experience numerous
unforeseen events during, or as a result of, preclinical testing and the clinical trial process that could delay or prevent our ability to receive regulatory
approval or commercialize our product candidates, including:
 

· regulators or institutional review boards may not authorize us to commence a clinical trial or conduct a clinical trial at a prospective trial site;
· clinical research organizations we retain to conduct clinical trials may not perform according to the terms of the contract, causing delays or negative

results in the clinical trials;
· our preclinical tests or clinical trials may produce negative or inconclusive results, and as a result we may decide, or regulators may require us, to

conduct additional preclinical testing or clinical trials or we may abandon projects that we consider to be promising;
· design of or enrollment in our clinical trials may be slower than we currently anticipate, resulting in significant delays, or participants may drop out

of our clinical trials at rates that are higher than we had anticipated;
· we might have to suspend or terminate our clinical trials, or perform additional trials, if we discover that the participating patients are being exposed

to unacceptable health risks;
· regulators or institutional review boards may require that we hold, suspend or terminate clinical research for various reasons, including

noncompliance with regulatory requirements;
· the cost of our clinical trials may be greater than we currently anticipate;
· we might have difficulty obtaining sufficient quantities of the product candidate being tested to complete our clinical trials;
· any regulatory approval we ultimately obtain may be limited or subject to restrictions or post-approval commitments that render the product not

commercially viable;
· many of our competitors have significantly greater financial resources and expertise in research and development, manufacturing, preclinical testing,

site selection, conducting clinical trials, obtaining regulatory approvals, and marketing approved products than we do and smaller or early stage
companies may also prove to be significant competitors, particularly through collaborative arrangements with large and established companies;

· the effects of our product candidates may not be the desired or anticipated effects or may include undesirable side effects, or the product candidates
may have other unexpected characteristics; and

· if we are required to conduct additional clinical trials or other testing of our product candidates beyond those that we currently contemplate, if we
are unable to successfully complete our clinical trials or other testing or if the results of these trials or tests are not positive or are only modestly
positive, we may be delayed in obtaining marketing approval for our product candidates, not be able to obtain marketing approval, or obtain
approval for indications that are not as broad as those for which we apply.

 
Our product development costs will also increase if we experience delays in testing or approvals. We do not know whether our clinical trials will begin as

planned, will need to be restructured or will be completed on schedule, if at all. Significant clinical trial delays also could allow our competitors to bring
products to market before we do and impair our ability to commercialize our products or product candidates.
 
We may fail to select or capitalize on the most scientifically, clinically or commercially promising or profitable product candidates.
 

We continue to evaluate our business strategy and, as a result, may modify our strategy in the future. In this regard, we may, from time to time, focus our
product development efforts on different product candidates or may delay or halt the development of various product candidates. As a result of changes in
our strategy, we may change or refocus our existing product development, commercialization and manufacturing activities. This could require changes in our
facilities and our personnel. Any product development changes that we implement may not be successful. In particular, we may fail to select or capitalize on
the most scientifically, clinically or commercially promising or profitable product candidates. Our decisions to allocate our research and development,
management and financial resources toward particular product candidates or therapeutic areas may not lead to the development of viable commercial
products and may divert resources from better opportunities. Similarly, our decisions to delay or terminate product development programs may also prove to
be incorrect and could cause us to miss valuable opportunities.
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We may perform additional clinical trials for other indications or in support of applications for regulatory marketing approval in jurisdictions outside the
U.S. for our products. These supplemental trials could be costly and could result in findings inconsistent with or contrary to our historic U.S. clinical trials.
 

In the future, we may be required, or we may elect, to conduct additional clinical trials of AMITIZA to improve the current label or address regulatory
authorities concerns about AMITIZA. In addition, if we seek marketing approval from regulatory authorities in jurisdictions outside the U.S., they may
require us to perform additional clinical trials that would be costly and difficult to know if there will be successful outcomes and to submit data from
supplemental clinical trials in addition to data from the clinical trials that supported our U.S. filings with the FDA. Any requirements to conduct
supplemental trials would add to the cost of developing our product candidates. Additional or supplemental trials could also produce findings that are
inconsistent with the trial results we have previously submitted to the FDA, in which case we would be obligated to report those findings to the FDA. This
could result in new restrictions on the existing marketing approval for AMITIZA or could force us to stop selling AMITIZA. Inconsistent trial results could
also lead to delays in obtaining marketing approval in the U.S. for other indications for AMITIZA or for other product candidates and could cause regulators
to impose restrictive conditions on marketing approvals and could even make it impossible for us to obtain marketing approval. Any of these results could
materially impair our ability to generate revenues and to achieve or maintain profitability.
 
Our agreements with makers of generic AMITIZA products are subject to government scrutiny in the U.S.
 

We are and have been involved in patent litigations that have resulted or may result in settlement agreements. We have filed our settlement and license
agreements with Par and will file any future settlement agreements with the Federal Trade Commission (FTC) and the Antitrust Division of the Department of
Justice for review. The FTC has, in the past, brought actions against some brand and generic companies that have entered into such agreements alleging
violations of antitrust laws in connection therewith.
 

We may receive civil investigative demands from the FTC that requires us to provide the FTC information and documents relating to various settlement
and other agreements with makers of generic AMITIZA products following patent infringement claims and litigation, and other efforts principally regarding
AMITIZA. If the FTC believes that these or other agreements or efforts violates antitrust laws, it could challenge us through an administrative or judicial
proceeding, which could result in the imposition of monetary and/or injunctive relief, including the invalidation of agreements, any of which could have a
material adverse effect on our results of operations and financial condition. In addition, any such litigation could be protracted, requiring a substantial
commitment of our management’s time and cash expenditures over multiple years.
 
Risks Related to Manufacturing
 
Following our acquisition of R-Tech, we now manufacture  and supply the active ingredient for our product and product candidates. However, we have
limited experience in the management of pharmaceutical manufacturing operations and still rely on third parties for encapsulation, packaging and other
manufacturing activities. If we or our third party manufacturers are unable to manufacture AMITIZA or our other product candidates in sufficient
quantities, at acceptable quality levels and at acceptable cost and if we are unable to identify a suitable replacement manufacturer, our sales of AMITIZA
and our further clinical development and commercialization of other products could be delayed, prevented or impaired.
 

Although we now control the manufacture and supply of AMITIZA and our other product candidates, following our acquisition of R-Tech, we have little
experience in manufacturing pharmaceutical products. In addition, we currently rely, and expect to continue to rely, on various third party suppliers to create
the finished, packaged forms of AMITIZA, unoprostone, cobiprostone, and any future compounds that we may determine to develop or commercialize. We do
not currently have an alternative source of supply for AMITIZA, unoprostone, or cobiprostone. If we are not able to supply AMITIZA or these other
compounds on a timely basis, in sufficient quantities and at acceptable levels of quality and price, and if we are unable to identify an alternate manufacturer
to perform these functions on acceptable terms, sales of AMITIZA would be significantly impaired, and our development programs could be seriously
jeopardized.

 
The risks relating to the manufacture of our products include:

 
· we rely solely on our personnel, and that of our third party vendors, for quality assurance and their continued compliance with regulations relating

to the manufacture of pharmaceuticals;
· our manufacturing capacity may not be sufficient to produce commercial quantities of our product, or to keep up with subsequent increases in the

quantities necessary to meet potentially growing demand;
· we may not have access to the capital necessary to expand our manufacturing facilities in response to our needs;
· if our operations were to be interrupted, or were we to elect to contract with another manufacturer to supply us, it would be difficult and time

consuming for us to find an alternate supplier and the change would need to be submitted to and approved by the FDA and/or foreign regulatory
agencies;
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· we rely on numerous sub-contractors to fulfill its manufacturing obligations, and any difficulty or disruption at one of these sub-contractors could

jeopardize our ability to produce AMITIZA or our other products;
· we may experience events, such as a fire or natural disaster, that force us to stop or curtail production for an extended period; and
· we could encounter significant increases in labor, capital or other costs that would make it difficult to produce our products cost-effectively.

 
In addition, we currently use one supplier for a key ingredient used in the manufacture of prostones. We could experience delays in production should it

become necessary to switch its source of supply for such ingredient to another supplier or to manufacture such ingredient itself. We have subcontracted with a
single contract manufacturer to encapsulate the bulk form AMITIZA we supply into soft gelatin capsules and another manufacturer to package the final
product for distribution in the U.S. If these subcontractors experience difficulties or delays in performing these services for any reason, our ability to deliver
adequate supplies of finished product to physicians and patients will be impaired, which could cause us to lose revenues. In addition, any change in the party
providing encapsulation of AMITIZA would need to be approved by the FDA and/or foreign regulatory agencies, and any change in the party packaging the
product would need to be submitted to and reviewed by the FDA and/or foreign regulatory agencies, which could increase the time required to replace these
subcontractors should that become necessary.

 
Our current and anticipated future dependence upon these third parties for the manufacture of our products and product candidates may adversely affect

our future revenues, our cost structure, our ability to expand globally and our ability to develop product candidates and commercialize any approved
products on a timely and competitive basis. In addition, if our ability to manufacture prostones for our clinical trials is impaired for any reason, we likely
would experience delays in advancing these trials while we seek to identify and qualify replacement suppliers. We may be unable to obtain replacement
supplies on a timely basis, on terms that are favorable to us, or at all.
 
We and the other third-party manufacturers of our products and product candidates  are subject to significant regulations governing manufacturing
facilities and procedures.
 

We, our subcontractors and suppliers and any other potential manufacturer of our products or product candidates may fail to comply with the FDA’s
cGMP regulations or other governmental regulations. These regulations govern manufacturing processes and procedures and the implementation and
operation of systems to control and assure the quality of products approved for sale. In addition, the FDA or other regulatory agencies outside the U.S. may at
any time audit or inspect a manufacturing facility to ensure compliance with cGMP or similar regulations. Our failure, or the failure of our subcontractors and
suppliers or any other third-party manufacturer we use, to comply with applicable manufacturing regulations could result in sanctions being imposed on us,
including fines, injunctions, civil penalties, failure of regulatory authorities to grant marketing approval of our product candidates, delays, suspension or
withdrawal of approvals, license revocation, seizures or recalls of product candidates or products, operating restrictions and criminal prosecutions, any of
which could significantly and adversely affect supplies of our products and product candidates.

 
If it were to become necessary for us to activate a second source of supply, we would compete with other companies for access to appropriate

manufacturing facilities. Any such change would need to be submitted to and approved by the FDA and/or foreign regulatory agencies before commercial
activities of AMITIZA or any other product could resume. Among manufacturers that operate under cGMP regulations, there are a limited number that would
be both capable of manufacturing for us and willing to do so.
 
Risks Related to Our Dependence on Third Parties
 
We depend significantly on our collaborations with Takeda, Mylan Gloria, and Santen and may depend in the future on collaborations with other third
parties, to develop and commercialize our product candidates.
 

A key element of our business strategy is to collaborate where appropriate with third parties, particularly leading pharmaceutical companies, to co-
develop, commercialize and market our products and product candidates. We are currently party to the North America Takeda Agreement for the co-
development and commercialization of AMITIZA for gastrointestinal indications in the U.S. and Canada, as well as to the Global License Agreement for
AMITIZA whereby Takeda is responsible for all development, commercialization and regulatory activities other than in Canada, the U.S., Japan and the
People’s Republic of China.
 

We are also party to the Japan Mylan Agreement for the development and commercialization of AMITIZA in Japan. On May 5, 2015, we entered into a
license agreement with Harbin Gloria Pharmaceuticals Co., Ltd under which Gloria is responsible for all development, commercialization and regulatory
activities for AMITIZA in the People’s Republic of China. We have no commercial experience collaborating with Gloria, and consequently the compatibility
of our two companies is unknown.

 
We are a party to the Santen Agreement for the distribution and commercialization of RESCULA in Japan.
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The success of our collaboration arrangements will depend heavily on the efforts and activities of Takeda, Mylan, Gloria and Santen. The risks that we

face in connection with these collaborations and that we anticipate being subject to in any future collaborations, include the following:
 

· our existing agreements are, and any future collaboration agreements that we may enter into are likely to be, subject to termination under various
circumstances;

· our present and future collaborators may develop and commercialize, either alone or with others, products and services that are similar to or
competitive with the products that are the subject of their collaboration with us;

· our present and future collaborators may underfund or not commit sufficient resources to the testing, marketing, distribution or other development of
our products or may use committed resources inefficiently;

· we may become involved in disputes with our collaborators regarding operations, strategies, intellectual property or financial matters;
· our present and future collaborators may not properly maintain or defend our intellectual property rights or may utilize our proprietary information

in such a way as to invite litigation that could jeopardize or invalidate our proprietary information or expose us to potential liability; and
· our present and future collaborators may change the focus of their development and commercialization efforts.

 
The ability of our products and product candidates to reach their potential could be limited if Takeda, Mylan, Gloria, Santen or any other future

collaborators decrease or fail to increase spending relating to such products, fail to dedicate sufficient resources to developing or promoting our products or
change their business focus.
 
We rely on third parties to conduct our clinical trials and those third parties may  not perform satisfactorily or may fail to meet established deadlines for
the completion of these trials.
 

We generally do not have the independent ability to conduct global clinical trials for our product candidates. We rely on third parties, such as contract
research organizations (CROs), clinical data management organizations, medical institutions, and clinical investigators, to perform this function. We use
multiple CROs to coordinate the efforts of our clinical investigators and to accumulate the results of our trials. Our reliance on these third parties for clinical
development activities reduces our control over these activities. Furthermore, these third parties may also have relationships with other entities, some of
which may be our competitors.

 
In addition, we are responsible for ensuring that each of our clinical trials is conducted in accordance with the general investigational plan and protocols

for the trial. The FDA and foreign regulatory agencies require us to comply with standards, commonly referred to as cGCP, for conducting and recording and
reporting the results of clinical trials to assure that data and reported results are credible and accurate and that the rights, integrity and confidentiality of trial
participants are protected. Our reliance on third parties that we do not control does not relieve us of these responsibilities and requirements.
 
If tax authorities disagree with our transfer pricing policies or other tax positions, we could become subject to significant tax liabilities.
 

We are a member of an affiliated group of entities, and have had and will continue to have significant commercial transactions with these entities.
Furthermore, we operate a number of foreign subsidiaries. We expect to operate through a consolidated organizational structure and we expect to enter into
commercial transactions with some of these entities or future subsidiaries on an ongoing basis. As a result of these transactions, we will be subject to complex
transfer pricing and other tax regulations in both the U.S. and the other countries in which we and our affiliates operate. Transfer pricing regulations generally
require that, for tax purposes, transactions between our subsidiaries and affiliates and us be priced on a basis that would be comparable to an arm’s length
transaction and that contemporaneous documentation be maintained to support the related party agreements. To the extent that U.S. or any foreign tax
authorities disagree with our transfer pricing or other policies, we could become subject to significant tax liabilities and penalties related to prior, existing
and future related party agreements. As of December 31, 2015, we performed updated tax analyses wherein liabilities for uncertain tax positions were
recorded for certain state jurisdictions based on nexus related to the sourcing of revenues. Should the tax authorities in one or more of these states have
different interpretations than us, we may be subject to additional tax liabilities.
 
Risks Related to Our Intellectual Property
 
We have received notifications from generic companies that they have filed Abbreviated New Drug Applications (ANDA) with the FDA against our
products. In response, we initiated patent infringement lawsuits against those generic companies which are ongoing as to certain of these companies and
settled as to others. If we are unable to obtain and maintain proprietary protection for the intellectual property relating to our technology and products,
the value of our technology and products will be adversely affected and our ability to derive revenue from our products would be adversely affected.
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Our success depends in part on our ability to obtain and maintain proprietary protection for the technology and know-how upon which our products are

based, to operate without infringing on the proprietary rights of others and to prevent others from infringing on our proprietary rights. The patent positions of
companies like ours are generally uncertain and involve complex legal and factual questions. Our ability to maintain and solidify our proprietary position for
our intellectual property will depend on our success, in obtaining effective claims and enforcing those claims once granted. The scope of protection afforded
by a set of patent claims is subject to inherent uncertainty unless the patent has already been litigated and a court has ruled on the meaning of the claim
language and other issues affecting how broadly a patent claim can be enforced. In some cases, we license patent applications from R-Tech instead of issued
patents, and we do not know whether these patent applications will result in the issuance of any patents.

 
Our licensed patents have recently been challenged in the U.S. for AMITIZA (lubiprostone) by Par and Dr. Reddy’s Laboratories, Inc. (Dr. Reddy’s) and

for RESCULA (unoprostone isopropyl) by Par Pharmaceutical and Apotex through the filing of ANDAs by those generic companies with the FDA. Other
licensed patents may be challenged, invalidated or circumvented, which could limit the term of patent protection for lubiprostone, unoprostone isopropyl or
our other products, diminish our ability to stop competitors from marketing related products, and materially adversely affect our business and results of
operations. In response to the filed ANDAs, we filed patent infringement lawsuits regarding AMITIZA against Par and Dr. Reddy’s. In October 2014, we
resolved our patent litigation with Par in the U.S. related to our AMITIZA (lubiprostone) 8 mcg and 24 mcg soft gelatin capsule products in which we and R-
Tech granted Par a non-exclusive license to market Par’s generic version of lubiprostone 8 mcg soft gelatin capsule and 24 mcg soft gelatin capsule in the
U.S. for the indications approved for AMITIZA beginning January 1, 2021, or earlier under certain circumstances. Beginning on January 1, 2021, Par will
split with us the gross profits of the licensed products sold during the term of the agreement, which continues until each of our related patents has expired. In
the event Par elects to launch an authorized generic form of lubiprostone, we agree to supply Par under the terms of a manufacturing and supply agreement at
a negotiated price.

 
In November 2014, we, R-Tech, Takeda, and certain affiliates of Takeda filed a patent infringement lawsuit in the U.S. District Court for the District of

New Jersey against Dr. Reddy's. The lawsuit claims infringement of the same 7 patents listed in the FDA's Orange Book involved in the Par lawsuit, with the
latest expiring in 2027. Under the Hatch-Waxman Act, as a result of the patent infringement lawsuit, final FDA approval of Dr. Reddy's ANDA will be stayed
up to 30 months from the date of receipt of the notice letter.

 
In February 2015, we and R-Tech executed a stipulation and license agreement (Stipulation Agreement) with Par Pharmaceutical for RESCULA

(unoprostone isopropyl) ophthalmic solution 0.15% indicated for the lowering of intraocular pressure in patients with open-angle glaucoma or ocular
hypertension. Subject to the terms of the Stipulation Agreement, we and R-Tech are obligated to grant Par Pharmaceutical, prior to the expiration of the latest
expiring patent relating to RESCULA, a non-exclusive license to market Par Pharmaceutical’s generic version or authorized generic of unoprostone isopropyl
ophthalmic solution 0.15% indicated for the lowering of intraocular pressure in patients with open-angle glaucoma or ocular hypertension product in the U.S.
Under such license, Par Pharmaceutical will split with us the gross profits of the generic or authorized generic version sold during the term of the Stipulation
Agreement, which continues until the last of our patents relating to RESCULA have expired. In the event Par Pharmaceutical elects to so launch an
authorized generic form of unoprostone isopropyl, we will supply Par Pharmaceutical under the terms of a manufacturing and supply agreement at a
negotiated price.

 
On July 10, 2015, R-Tech filed a patent infringement lawsuit in the U.S. District Court for the District of Delaware against Apotex related to the ANDA

previously filed by Apotex and described in further detail under the heading “Legal Proceedings”. The lawsuit claims infringement of two patents that are
listed in the FDA’s Orange Book, with the latest expiring in 2021. Under the Hatch-Waxman Act, as a result of the patent infringement lawsuit, final FDA
approval of Apotex’s ANDA will be stayed up to 30 months from the date of receipt of the notice letter.

 
We have certain patents on our products that expire in the near future. We may not be able to use other existing patents or patent applications to

successfully protect our products from generic competition. In addition, changes in either patent laws or in interpretations of patent laws in the U.S. and other
countries may diminish the value of our patents and other intellectual property or narrow the scope of the protection provided by these patents. Accordingly,
we cannot determine the degree of future protection for our proprietary rights in the patents and patent applications. Furthermore, because of the extensive
time required for development, testing and regulatory review of a potential product, it is possible that, before any of our product candidates can be
commercialized, a related patent may expire or may remain in force for only a short period following commercialization, thereby reducing any advantage of
the patent.

 
Patents may not afford us protection against competitors with similar technology. Because patent applications in the U.S. and many foreign jurisdictions

are typically not published until 18 months after filing, or in some cases not at all, and because publications of discoveries in the scientific literature often lag
behind actual discoveries, we cannot be certain whether a judicial court will uphold the validity of a patent.
 
If our patent position does not adequately protect our product and product candidates, others could compete against us more directly, which would harm
our business, possibly materially.
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The patent rights relating to lubiprostone consist of 16 issued U.S. patents, and various issued European and Japanese patents. Our patent rights also

include various U.S., European and Japanese patent applications relating to dosing regimens, pharmaceutical formulations and other claims. The U.S. patents
relating to compositions of matter expire between 2020 and 2027. The other U.S. and foreign patents expire between 2020 and 2035.

 
Our commercial success with respect to lubiprostone will depend significantly on our ability to protect our existing patent position with respect to

lubiprostone as well as our ability to obtain and maintain adequate protection of other intellectual property for our technologies, product candidates and any
future products in the U.S. and other countries.

 
The patent positions of biotechnology and pharmaceutical companies, including our patent position, involve complex legal and factual questions, and,

therefore, validity and enforceability cannot be predicted with certainty.
 
The degree of future protection for our proprietary rights is uncertain, and we cannot ensure that:

 
· we or our licensors were the first to make the inventions covered by each of our pending patent applications;
· we or our licensors were the first to file patent applications for these inventions;
· others will not independently develop similar or alternative technologies or duplicate any of our technologies;
· any of our pending patent applications or those we have licensed will result in issued patents;
· any of our patents or those we have licensed will be valid or enforceable;
· any patents issued to us or our licensors and collaborators will provide a basis for any additional commercially viable products, will provide us with

any competitive advantages or will not be challenged by third parties;
· we will develop additional proprietary technologies or product candidates that are patentable; or
· the patents of others will not have an adverse effect on our business.

 
We may infringe the intellectual property rights of others, which may prevent or delay our product development efforts and stop us from commercializing
or increase the costs of commercializing our product and any product candidates.

 
Our success will depend in part on our ability to operate without infringing the proprietary rights of third parties. There could be issued patents of which

we are not aware that our products or product candidates infringe. There also could be patents that we believe we do not infringe, but that we may ultimately
be found to infringe.

 
The pharmaceutical industry is characterized by extensive litigation regarding patents and other intellectual property rights. Other parties may obtain

patents in the future and allege that our products or product candidates or the use of our technologies infringes these patent claims or that we are employing
their proprietary technology without authorization. Likewise, third parties may challenge or infringe upon our existing or future patents.

 
Proceedings involving our patents or patent applications or those of others could result in adverse decisions regarding:

 
· the patentability of our inventions relating to our product or any product candidates; and
· the enforceability, validity or scope of protection offered by our patents relating to our product or any product candidates.

 
Even if we are successful in these proceedings, we may incur substantial costs and divert management’s time and attention in pursuing these

proceedings, which could have a material adverse effect on us. If we are unable to avoid infringing the patent rights of others, we may be required to seek a
license, defend an infringement action or challenge the validity of the patents in court. Patent litigation is costly and time consuming. We may not have
sufficient resources to bring these actions to a successful conclusion.

 
In addition, if we do not obtain a license, develop or obtain non-infringing technology, fail to defend an infringement action successfully or have

infringed patents declared invalid, we may:
 

· incur substantial monetary damages;
· encounter significant delays in bringing our product candidates to market; and
· be precluded from manufacturing or selling our product candidates.

 
In such event, our business could be adversely affected, possibly materially.

 
Risks Related to Regulatory Approval and Oversight
 
If we are not able to obtain required regulatory approvals, we will not be able to commercialize our product candidates and our ability to generate
revenue will be materially impaired.
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Our product candidates and the activities associated with their development and commercialization, including testing, manufacture, safety, efficacy,

recordkeeping, labeling, storage, approval, advertising, promotion, sale and distribution, are subject to comprehensive regulation by the FDA and other
regulatory agencies in and outside the U.S. Failure to obtain regulatory approval or appropriate pricing for a product candidate will prevent us from
commercializing the product candidates.

 
As we increase our foreign license arrangements, we or our partner are seeking and will continue to seek approval in different territories. Different

regulatory agencies may reach different decisions in assessing the approval and pricing of our product candidates. Securing regulatory approval requires the
submission of extensive preclinical and clinical data, information about product manufacturing processes and inspection of facilities and supporting
information to the regulatory agencies for each therapeutic indication to establish the product candidate’s safety and efficacy. Our future products may not be
effective, may be only moderately effective or may prove to have undesirable side effects, toxicities or other characteristics that may preclude our obtaining
regulatory approval or prevent or limit commercial use.

 
The process of obtaining regulatory approvals is expensive, often takes many years, if approval is obtained at all, and can vary substantially based upon

the type, complexity and novelty of the product candidates involved. Changes in the regulatory approval policy during the development period, changes in
or the enactment of additional statutes or regulations, or changes in regulatory review for each submitted product application, may cause delays in the
approval or rejection of an application. The FDA and foreign regulatory agencies have substantial discretion in the approval process and may refuse to accept
any application or may decide that our data are insufficient for approval and require additional preclinical, clinical or other studies. In addition, varying
interpretations of the data obtained from preclinical and clinical testing could delay, limit or prevent regulatory approval of a product candidate. Any
regulatory approval we ultimately obtain may be limited in scope or subject to restrictions or post-approval commitments that render the product not
commercially viable. If any regulatory approval that we obtain is delayed or is limited, we may decide not to commercialize the product candidate after
receiving the approval.

 
We may not be able to obtain orphan drug exclusivity for our product candidates. If our competitors are able to obtain orphan drug exclusivity for a
product that is competitive with one or more of our product candidates and we cannot show that our product candidate is clinically superior, we may not
be able to have competing products approved by the applicable regulatory authority for a significant period of time.
 

Regulatory authorities in some jurisdictions, including Europe and the U.S., may designate drugs that target relatively small patient populations as
orphan drugs. Generally, if a product with an orphan drug designation subsequently receives the first marketing approval for the indication for which it has
such designation, the product is entitled to a period of marketing exclusivity. The exclusivity applies only to the indication for which the drug has been
designated and approved. The applicable exclusivity period is seven years in the U.S., but this period may be interrupted if a sponsor of a competitive
product that is otherwise the same drug for the same use can show that its drug is clinically superior to our orphan drug candidate. The European exclusivity
period is ten years, but may be reduced to six years if a drug no longer meets the criteria for orphan drug designation, including where it is shown that the
drug is sufficiently profitable so that market exclusivity is no longer justified. We unsuccessfully sought orphan drug designation from EMA for
cobiprostone for the treatment of oral mucositis and we may seek such status with additional product candidates. Even if we obtain orphan drug exclusivity
for specified indications, we may not be able to maintain it if a competitor with a product that is otherwise the same drug can establish that its product is
clinically superior.
 
We must comply with federal, state and foreign laws, regulations, and other rules  relating to the health care business, and, if we are unable to fully comply
with such laws, regulations and other rules, we could face substantial penalties.
 

We are or will be directly or indirectly through our collaborators, subject to extensive regulation by the federal government, the states and foreign
countries in which we may conduct our business. The laws that directly or indirectly affect our ability to operate our business include the following:
 

· the federal Medicare and Medicaid Anti-Kickback law, which prohibits persons from knowingly and willfully soliciting, offering, receiving or
providing remuneration, directly or indirectly, in cash or in kind, to induce either the referral of an individual, or furnishing or arranging for a good
or service, for which payment may be made under federal healthcare programs such as the Medicare and Medicaid Programs;

· other Medicare laws, regulations, rules, manual provisions and policies that prescribe the requirements for coverage and payment for services
performed by our customers, including the amount of such payment;

· the federal False Claims Act, which imposes civil and criminal liability on individuals and entities who submit, or cause to be submitted, false or
fraudulent claims for payment to the government;

· the federal False Statements Act, which prohibits knowingly and willfully falsifying, concealing or covering up a material fact or making any
materially false statement in connection with the delivery of or payment for healthcare benefits, items or services;

· the Foreign Corrupt Practices Act, which prohibits certain payments made to foreign government officials;
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· state and foreign law equivalents of the foregoing and state laws regarding pharmaceutical company marketing compliance, reporting and disclosure

obligations; and
· the Patient Protection and Affordable Care Act, which changes access to healthcare products and services; creates new fees for the pharmaceutical

and medical device industries; changes rebates and prices for health care products and services; and requires additional reporting and disclosure.
 

If our operations are found to be in violation of any of the laws, regulations, rules or policies described above or any other law or governmental
regulation to which we or our collaborators are or will be subject, or if the interpretation of the foregoing changes, we may be subject to civil and criminal
penalties, damages, fines, exclusion from the Medicare and Medicaid programs and the curtailment or restructuring of our operations. Similarly, we do not
control our collaborators, including their compliance activities and if our collaborators are found non-compliant with applicable laws, they may be subject to
sanctions, which could also have a negative impact on us. Any penalties, damages, fines, curtailment or restructuring of our operations would harm our
ability to operate our business and our financial results. The risk of our being found in violation of these laws is increased by the fact that many of them have
not been fully interpreted by the regulatory authorities or the courts, and their provisions may be open to a variety of interpretations. Any action against us
for violation of these laws, even if we successfully defend against it, could cause us to incur significant legal expenses, divert management resources from the
operation of our business and damage our reputation.
 
We only have regulatory approval for commercial distribution and reimbursement of lubiprostone and unoprostone isopropyl in a limited number of
countries, and may not receive regulatory approval in other countries.
 

We are currently permitted to market our approved products in only a limited number of countries on a commercial basis. To obtain marketing approval
in other countries, we must establish and comply with numerous and varying regulatory requirements of other countries regarding safety and efficacy and
governing, among other things, clinical trials, pricing, promotion and distribution of the product. Approval procedures vary among countries, and can
involve additional product testing and additional administrative review periods. For example, we and Takeda are currently exploring the commercialization
of AMITIZA in a number of countries. We may not be successful in obtaining such approval.

 
In addition, regulatory authorities in countries outside the U.S. and E.U. are increasingly requiring risk management plans and post-marketing

commitments which may be more onerous than those required in the U.S. and E.U. The time required to obtain approval in other countries may differ from
that required to obtain FDA approval or marketing authorization from the E.U. In particular, in many countries outside the U.S., including most E.U. countries
and Canada, a product must receive pricing and reimbursement approval before it can be commercialized broadly. This can result in substantial delays in
such countries, and the price that is ultimately approved may be lower than the price for which we expect to offer, or would be willing to offer, lubiprostone
in such countries, and may impact pricing in other countries. Marketing and pricing and reimbursement approval in one country does not ensure such
approvals in another. Failure to obtain the approvals necessary to commercialize lubiprostone in other countries at reimbursement levels that are acceptable
to us or any delay or setback in obtaining such approvals would impair our partners’ ability to develop foreign markets for lubiprostone.
 
Risks Related to Our Class A Common Stock
 
Our majority stockholders and their affiliates maintain the ability to have significant control over matters submitted to stockholders for approval, which
could result in actions of which you or other stockholders do not approve.
 

As of March 1, 2016, our founders, Dr. Ryuji Ueno and Dr. Sachiko Kuno, together through their direct or indirect interest in S&R Technology Holding,
LLC, held 21,075,255 shares of class A common stock, representing approximately 46.3% of our outstanding class A common stock. Therefore, until such
time that such stockholders further dispose of additional shares of class A common stock, this concentration of ownership and voting power could influence
all matters requiring stockholder approval and have the effect of delaying or preventing a change in control of our company and could prevent stockholders
from receiving a premium over the market price if a change in control is proposed.
 
Provisions in our corporate charter documents and under Delaware law may prevent or frustrate attempts by our stockholders to change our management
and hinder efforts to acquire a controlling interest in us, and the market price of our class A common stock may be lower as a result.
 

There are provisions in our certificate of incorporation and by-laws that may make it difficult for a third party to acquire, or attempt to acquire, control of
our company, even if a change in control was considered favorable by our stockholders. For example, our Board of Directors has the authority to issue up to
5,000,000 shares of preferred stock. The Board of Directors can fix the price, rights, preferences, privileges, and restrictions of the preferred stock without any
further vote or action by our stockholders. The issuance of shares of preferred stock may delay or prevent a change in control transaction. As a result, the
market price of our class A common stock and the voting and other rights of our stockholders may be adversely affected. An issuance of shares of preferred
stock may result in the loss of voting control to other stockholders.
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Our charter documents contain other provisions that could have an anti-takeover effect, including:

 
· only one of our three classes of directors will be elected each year;
· stockholders are not entitled to remove directors other than by a 75.0% vote and for cause;
· stockholders are not permitted to take actions by written consent;
· stockholders cannot call a special meeting of stockholders; and
· stockholders must give advance notice to nominate directors or submit proposals for consideration at stockholder meetings.

 
In addition, we are subject to the anti-takeover provisions of Section 203 of the Delaware General Corporation Law, which regulates corporate

acquisitions. These provisions could discourage potential acquisition proposals and could delay or prevent a change in control transaction. They could also
have the effect of discouraging others from making tender offers for our class A common stock. These provisions may also prevent changes in our
management.
 
The price of our class A common stock is volatile; investors in our class A common stock could incur substantial losses.
 

The public trading market for our class A common stock is characterized by a highly volatile stock price. The stock market in general and the market for
pharmaceutical and biotechnology companies in particular have experienced extreme volatility that has often been unrelated to the operating performance of
particular companies. These broad market and industry factors might seriously harm the market price of our class A common stock, regardless of our operating
performance. As a result of this volatility, investors may not be able to sell their class A common stock at or above the price they paid, and may have
difficulty selling their shares at any price. The market price for our class A common stock may be influenced by many factors, including:
 

· failure of AMITIZA (lubiprostone) or other approved products, if any, to achieve commercial success;
· results of clinical trials of our product candidates or those of our competitors;
· the regulatory status of our product candidates;
· the success of competitive products or technologies;
· regulatory developments in the U.S. and foreign countries;
· developments or disputes concerning patents or other proprietary rights;
· the ability of our third party suppliers and manufacturers to perform;
· actual or anticipated fluctuations in our quarterly financial results;
· variations in the financial results of companies that are perceived to be similar to us;
· changes in the structure of healthcare payment systems and other regulatory developments;
· market conditions in the pharmaceutical and biotechnology sectors, including those relating to the pricing of pharmaceutical products, and issuance

of new or changed securities analysts’ reports or recommendations; and
· general economic, industry and market conditions.

 
We will not be able to control many of these factors, and we believe that period-to-period comparisons of our financial results will not necessarily be

indicative of our future performance.
 
We do not anticipate paying dividends on our capital stock.
 

We do not intend to pay dividends on our capital stock in the foreseeable future. We currently intend to retain all cash we generate to fund the growth of
our business and the Credit Facility restricts the payment of dividends. The declaration of dividends is subject to the discretion of our board of directors and
will depend on various factors, including our operating results, financial condition, future prospects and any other factors deemed relevant by our board of
directors. You should not rely on an investment in our company if you require dividend income from your investment in our company. The success of your
investment will likely depend entirely upon any future appreciation of the market price of our capital stock, which is uncertain and unpredictable. There is no
guarantee that our capital stock will appreciate in value or even maintain the price at which you purchased your shares.
 
Substantial future sales of our class A common stock in the public market may depress our stock price and make it difficult for you to recover the full value
of your investment in our class A common stock.
 

As of March 1, 2016, we had 45,539,384 shares of class A common stock outstanding. Substantially all of these shares are available for public sale,
subject in some cases to volume and other limitations or delivery of a prospectus. The market price of our class A common stock may decline if our class A
common stockholders sell a large number of shares of our class A common stock in the public market, or the market perceives that such sales may occur. In
addition, as of March 1, 2016, we had 4,358,535 outstanding options to purchase an aggregate of 4,358,535 shares of our class A common stock. If these
options are exercised and the shares issued upon exercise are sold, the market price of our securities may also decline. These factors also could impair our
ability to raise needed capital by depressing the price at which we could sell our securities.
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Risks Related to Strategic Acquisitions

 
Our strategy of generating growth through acquisitions may not be successful.
 

Our business strategy includes growing our business through acquisition and in-licensing transactions. We may not be successful in identifying,
effectively evaluating, acquiring or in-licensing, and developing and commercializing additional products on favorable terms, or at all. Competition for
attractive product opportunities is intense and may require us to devote substantial resources, both managerial and financial, to an acquisition opportunity. A
number of more established companies are also pursuing strategies to acquire or in-license products. These companies may have a competitive advantage
over us due to their size, cash resources and greater development and commercialization capabilities.

 
Acquisition efforts can consume significant management attention and require substantial expenditures, which could detract from our other programs. In

addition, we may devote significant resources to potential acquisitions that are never completed. Even if we are successful in acquiring a product or
company, it may not result in a successfully developed or commercialized product or, even if an acquired product is commercialized, competing products or
technologies could render a product noncompetitive, uneconomical or obsolete. Moreover, the cost of acquiring other companies or in-licensing products
could be substantial, and in order to acquire companies or new products, we may need to incur substantial debt or issue dilutive securities. If we are
unsuccessful in our efforts to acquire other companies or in-license and develop additional products, or if we acquire or in-license unproductive assets, it
could have a material adverse effect on the growth of our business.
 
Our failure to successfully integrate acquired assets into our operations, including our recent acquisition of R-Tech Ueno could adversely affect our ability
to grow our business.
 

We may not be able to integrate any acquired business successfully, including our recent acquisition of R-Tech, or operate any acquired business
profitably. In addition, cost synergies, if achieved at all, may be less than we expect, or may take greater time to achieve than we anticipate.
 

Issues that could delay or prevent successful integration or cost synergies of an acquired business include, among others:
· retaining existing customers and attracting new customers;
· retaining key employees;
· diversion of management attention and resources;
· conforming internal controls, policies and procedures, business cultures and compensation programs;
· consolidating corporate and administrative infrastructures;
· consolidating sales and marketing operations;
· identifying and eliminating redundant and underperforming operations and assets;
· assumption of known and unknown liabilities;
· coordinating geographically dispersed organizations; and
· managing tax costs or inefficiencies associated with integrating operations.

 
If we are unable to successfully integrate the R-Tech Ueno acquisition or future acquisitions with our existing businesses, or operate any acquired

business profitably, we may not obtain the advantages that the acquisitions were intended to create, which may materially adversely affect the growth of our
business.

 
We may be unable to realize the benefits we anticipate from the acquisition of R-Tech, including an improved financial position, or it may take longer than
anticipated for us to achieve those benefits.
 

Our realization of the benefits anticipated as a result of the acquisition of R-Tech (the Acquisition)—including an improved financial position,
manufacturing and supply chain control and the expansion and diversification of our pipeline for development or outsourcing—will depend in part on the
integration of R-Tech’s business with ours. However, there can be no assurance that we will be able to operate R-Tech’s business profitably or integrate it
successfully into our operations in a timely fashion, or at all. Following the Acquisition, the size of the combined company’s business is significantly larger
than our business prior to the Acquisition. Our future success as a combined company depends, in part, upon our ability to manage this expanded business,
which will pose substantial challenges for our management, including challenges related to the management and monitoring of new operations and
associated increased costs and complexity. The dedication of management resources to this integration could detract attention from our current day-to-day
business, and we cannot assure stockholders that there will not be substantial costs associated with the transition process or other negative consequences as a
result of these integration efforts. These effects, including incurring unexpected costs or delays in connection with integration of the two businesses, or the
failure of the combined company to perform as expected, could negatively affect our stock price or could harm our financial condition, results of operations
or business prospects.
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The loss of key personnel could hurt our business and our prospects.
 

The success of the Acquisition will depend, in part, on our ability to retain key employees who continue employment with the combined company after
the Acquisition is completed. If any of these key employees terminate their employment, our manufacturing, supply or development activities might be
negatively affected and our management’s attention might be diverted from successfully integrating R-Tech’s operations. In addition, we might not be able
to locate suitable replacements on reasonable terms for any such key employees who leave the combined company.

 
Financial Related Risks
 
If we fail to comply with the covenants and other obligations under our Credit Facility, the Lenders may be able to accelerate amounts owed under the
facility and may foreclose upon the assets securing our obligations.
 

Our Credit Facility, which we entered into in October 2015, consists of a total of $250 million in term loans and allows for the incurrence of incremental
loans in an amount up to $25 million. The term loans are payable in quarterly installments starting in March 2016 through September 2021, with the balance
due in a final installment in October 2021. The Credit Facility includes an annual mandatory prepayment of the term loans of 75% of excess cash flow minus
specified voluntary prepayments with step downs as our leverage ratio decreases. Additionally, the Credit Facility requires mandatory prepayment of the term
loans from a portion of net cash proceeds of specified asset dispositions, certain casualties and condemnations events, and certain debt. The obligations under
the Credit Facility are secured, subject to customary permitted liens and other agreed upon exceptions, by a perfected security interest in (i) all of our tangible
and intangible assets, except for specified customary excluded assets, and (ii) all of the capital stock we own, subject to specified exceptions.

 
The Credit Facility contains specified affirmative covenants, including the provision of annual and quarterly financial statements and compliance

certificates, maintenance of property, insurance, compliance with laws and environmental matters. The Credit Facility also contains negative covenants,
including restrictions on the incurrence of indebtedness, granting of liens, making investments and acquisitions, paying dividends, repurchases of equity
interests, entering into affiliate transactions and asset sales. In addition, the Credit Facility contains a financial covenant that requires us to not exceed a
maximum total leverage ratio. The Credit Facility also provides for a number of events of default, including failure to make a payment of principal or any
premium when due, or failure to make an interest or other payment within three business days of the due date, bankruptcy or other specified insolvency event,
failure to comply covenants, breach of representations or warranties, our default of specified other obligations relating to indebtedness, impairment of
specified liens, a change of control of our company and judgment defaults. We are currently in compliance with all covenants under this Credit Facility.
However, if we fail to comply with the covenants and our other obligations under the Credit Facility, the Lenders would be able to accelerate the required
repayment of amounts due under the loan agreement and, if they are not repaid, could foreclose upon our assets securing our obligations under the Credit
Facility.

 
The Credit Facility restricts the manner in which we may operate our business, which may prevent us from successfully implementing our business plan.

 
The Credit Facility contains restrictions on the operation of our business, including limits on our ability to: 
· make specified capital expenditures;
· merge, consolidate or liquidate;
· incur indebtedness;
· dispose of, or grant liens on, our assets;
· engage in business activities other than our current business activities;
· amend specified agreements;
· enter into transactions with our affiliates;
· change our fiscal year or accounting policies;
· pay dividends or make distributions to our stockholders;
· prepay indebtedness; and
· make specified loans, guarantees or indemnities.

 
Complying with these restrictions may cause us to take actions that are not favorable to our stockholders and may make it more difficult for us to

successfully execute our business plan and compete against companies who are not subject to such restrictions.
 
Servicing our debt requires a significant amount of cash, and we may not have sufficient cash flow from our operations to pay our substantial debt.
 

As of December 31, 2015, our total consolidated indebtedness was $252.4 million. Our ability to make scheduled payments of the principal of, to pay
interest on, or to refinance our indebtedness, depends on our future performance, which is subject to economic, financial, competitive and other factors
beyond our control. Our business may not continue to generate cash flow from operations in the future sufficient to service our debt and make necessary
capital expenditures. If we are unable to generate such cash flow, we may be required to adopt one or more alternatives, such as selling assets, restructuring
debt or obtaining additional equity capital on terms that may be onerous or highly dilutive. Our ability to refinance our indebtedness will depend on the
capital markets and our financial condition at such time. We may not be able to engage in any of these activities or engage in these activities on desirable
terms, which could result in a default on our debt obligations.
 

 37  



 
Our current indebtedness and any additional debt financing may restrict the operation of our business and limit the cash available for investment in our  
business operations.
 

In addition to our current debt, we may seek additional debt financing to support our ongoing activities or to provide additional financial flexibility.
Debt financing could have significant adverse consequences for our business, including:

· requiring us to dedicate a substantial portion of any cash flow from operations to payment on our debt, which would reduce the amounts available to
fund other corporate initiatives;

· increasing the amount of interest that we have to pay on debt with variable interest rates, if market rates of interest increase;
· subjecting us to restrictive covenants that may reduce our ability to take certain corporate actions, acquire companies, products or technology, or

obtain further debt financing;
· requiring us to pledge our assets as collateral, which could limit our ability to obtain additional debt financing;
· limiting our flexibility in planning for, or reacting to, general adverse economic and industry conditions; and
· placing us at a competitive disadvantage compared to our competitors that have less debt, better debt servicing options or stronger debt servicing

capacity.
 

We may not have sufficient funds or be able to obtain additional financing to pay the amounts due under our indebtedness. In addition, failure to comply
with the covenants under our debt instruments could result in an event of default under those instruments. An event of default could result in the acceleration
of amounts due under a particular debt instrument and a cross default and acceleration under other debt instruments, and we may not have sufficient funds or
be able to obtain additional financing to make any accelerated payments. Under these circumstances, our lenders could seek to enforce security interests, if
any, in our assets securing our indebtedness.
 
We may require significant additional funding and may be unable to raise capital when needed or on acceptable terms, which would harm our ability to
grow our business, results of operations and financial condition.
 

We may require significant additional funding to grow our business, including to acquire other companies or products, in-license and develop additional
products, enhance our manufacturing capacity, support commercial marketing activities or otherwise provide additional financial flexibility. We may also
require additional funding to support our ongoing operations in the event that our ability to sell Amitiza to Takeda, Mylan and Gloria or sell RESCULA to
Santen is interrupted for an extended period of time, reducing our revenues and decreasing our cash balances.
 

As of December 31, 2015, we had approximately $131.0 million of cash, cash equivalents and accounts receivable. Our future capital requirements will
depend on many factors, including, among others:

· the level, timing and cost of product sales;
· the extent to which we acquire or invest in companies, products or technologies;
· the payment obligations under our indebtedness;
· the scope, progress, results and costs of our development activities;
· our ability to obtain funding from collaborative partners, government entities and non-governmental organizations for our development programs;

and
· the costs of commercialization activities, including product marketing, sales and distribution.

 
If our capital resources are insufficient to meet our future capital requirements, we will need to finance our cash needs through public or private equity or

debt offerings, bank loans or collaboration and licensing arrangements. If we raise funds by issuing equity securities, our stockholders may experience
dilution. Public or bank debt financing, if available, may involve agreements that include covenants, like those contained in our term loans, limiting or
restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures, pursuing acquisition opportunities or declaring
dividends. If we raise funds through collaboration and licensing arrangements with third parties, it may be necessary to relinquish valuable rights to our
technologies or product candidates or grant licenses on terms that may not be favorable to us.
 

Current economic conditions may make it difficult to obtain financing on attractive terms, or at all. If financing is unavailable or lost, our business,
results of operations and financial condition would be adversely affected and we could be forced to delay, reduce the scope of or eliminate many of our
planned activities.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

 
None.
 

ITEM 2. PROPERTIES
 
Our corporate headquarters, including our principal executive office and some of our administrative and research and development activities, are now

located in Rockville, Maryland. The lease for this facility, which comprises approximately 27,000 square feet of office space, has an initial term expiring in
April 2027. We retain the lease to our former headquarters in Bethesda, Maryland which expires in February 2017. There are no continuing business activities
at the Bethesda location.

 
Following our acquisition of R-Tech, we now maintain a manufacturing facility in Sanda, Japan. We own the structure at the Sanda facility and lease the

land on which it is located. The current term of the land lease expires in 2031.
 
Our international subsidiaries lease offices in Tokyo, Osaka, and Kobe, Japan, as well as Zug, Switzerland to support our administrative, storage, and

research and development activities. These facilities are under short-term leases.
 

ITEM 3. LEGAL PROCEEDINGS
 
On October 3, 2014, we received a Paragraph IV certification notice letter regarding an ANDA submitted to FDA by Dr. Reddy’s, requesting approval to

market, sell, and use a generic version of the 8 mcg and 24 mcg soft gelatin capsule products. In its notice letter, Dr. Reddy’s alleges that U.S. Patent Nos.
6,414,016; 6,583,174; 7,064,148; 7,417,067; 8,026,393; 8,071,613; 8,088,934; 8,097,649; 8,114,890; 8,338,639; 8,748,481; 8,779,187; 7,795,312;
8,097,653; and 8,389,542, which cover compositions, formulations and methods of using AMITIZA, are invalid, unenforceable and/or will not be infringed
by Dr. Reddy’s manufacture, use or sale of the product described in its ANDA. The latest of such patents expires in 2027. On November 12, 2014, we, Takeda,
and certain affiliates of Takeda filed a patent infringement lawsuit in the U.S. District Court for the District of New Jersey against Dr. Reddy’s related to the
ANDA previously filed by Dr. Reddy’s and described above. The lawsuit claims infringement of 7 patents that are listed in the FDA’s Orange Book, with the
latest expiring in 2027. Under the Hatch-Waxman Act, as a result of the patent infringement lawsuit, final FDA approval of Dr. Reddy’s ANDA will be stayed
up to 30 months from the date of receipt of the notice letter. As of the date of this filing, the lawsuit remains ongoing.

 
On December 22, 2014, we received a Paragraph IV certification notice letter regarding an ANDA submitted to the FDA by Par Pharmaceutical requesting

approval to market, sell, and use a generic version of the RESCULA (unoprostone isopropyl ophthalmic solution) 0.15% product approved for the lowering
of intraocular pressure in patients with open-angle glaucoma or ocular hypertension. In its notice letter, Par Pharmaceutical alleges that U.S. Patent Nos.
6,458,836 and 6,770,675, which cover compositions, formulations and methods of using RESCULA, are invalid and/or will not be infringed by Par
Pharmaceutical's manufacture, use or sale of the product described in its ANDA. The latest of such patents expires in 2021. On February 5, 2015, the day on
which the Hatch-Waxman lawsuit was to be filed, we and R-Tech executed the Stipulation Agreement with Par Pharmaceutical for RESCULA (unoprostone
isopropyl) ophthalmic solution 0.15% indicated for the lowering of intraocular pressure in patients with open-angle glaucoma or ocular hypertension. Under
this agreement, we granted a license to Par for a generic or authorized generic version of RESCULA, effective only upon the occurrence of certain events that
would allow a generic version of RESCULA to enter the market prior to 2021. In the event that such events occur and we do grant Par the license, we will
split product profits with Par; furthermore, if Par chooses to distribute an authorized generic product, we will supply the product at a negotiated supply price.
The term of the agreement expires in 2021.

 
On May 27, 2015, R-Tech received a Paragraph IV certification notice letter regarding an ANDA submitted to the FDA by Apotex, Inc. requesting

approval to market, sell, and use a generic version of the RESCULA (unoprostone isopropyl ophthalmic solution) 0.15% product approved for the lowering
of intraocular pressure in patients with open-angle glaucoma or ocular hypertension. In its notice letter, Par Pharmaceutical alleges that U.S. Patent Nos.
6,458,836 and 6,770,675, which cover compositions, formulations and methods of using RESCULA, are invalid and/or will not be infringed by Apotex’s
manufacture, use or sale of the product described in its ANDA. The latest of such patents expires in 2020  . On July 10, 2015, R-Tech filed a patent
infringement lawsuit in the U.S. District Court for the District of Delaware against Apotex related to the ANDA previously filed by Apotex and described
above. The lawsuit claims infringement of two patents that are listed in the FDA’s Orange Book, with the latest expiring in 2020. Under the Hatch-Waxman
Act, as a result of the patent infringement lawsuit, final FDA approval of Apotex’s ANDA will be stayed up to 30 months from the date of receipt of the notice
letter. On September 10, 2015, Apotex filed an answer and counterclaim to our complaint. As of the date of this filing, the lawsuit remains ongoing.

 
On December 28, 2015, in connection with our acquisition of R-Tech, three non-tendering stockholders of R-Tech submitted complaints to the Tokyo

District Court alleging that the purchase price of R-Tech’s shares was unfair, and demanding an appraisal of the fair value of the shares. The number of shares
subject to these proceedings is minimal. As of the date of this filing, these proceedings remain ongoing.
 
ITEM 4. MINE SAFETY DISCLOSURES

 
Not applicable.
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PART II

 
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY

SECURITIES
 

Our class A common stock has been traded on The NASDAQ Global Market under the symbol “SCMP” since our initial public offering on August 2,
2007. The following table sets forth, for the periods indicated, the range of high and low sale prices of our class A common stock as reported on The NASDAQ
Global Market.
 

2014  High  Low
First quarter  $ 10.81  $ 6.60 
Second quarter   7.44   6.65 
Third quarter   7.29   5.90 
Fourth quarter   14.28   6.36 

         
2015   High    Low  

First quarter  $ 18.56  $ 13.12 
Second quarter   21.75   14.50 
Third quarter   28.96   16.34 
Fourth quarter   21.48   15.56 

 
As of March 1, 2016, we had 45,539,384 shares of class A common stock outstanding held by 10 stockholders of record. The number of holders of record

of our class A common stock is not representative of the number of beneficial holders because many shares are held by depositories, brokers or nominees. As
of March 1, 2016, the closing price of our class A common stock was $13.09.

 
We have never declared or paid any cash dividends on our common stock. We currently intend to retain earnings, if any, to support our growth strategy

and do not anticipate paying cash dividends in the foreseeable future.
 
The information regarding the securities authorized for issuance under our equity compensation plan is incorporated into this section by reference from

the section captioned “Equity Compensation Plan Information” in our Proxy Statement for our 2016 Annual Meeting of Shareholders.
 

Purchases of Equity Securities
The table below presents information regarding shares of our common stock that were purchased during the three months ended December 31, 2015.
 

 

Total Number
of Shares

Purchased  
Average Price
Paid per Share  

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans

or Programs  

Maximum
Approximate Dollar
Value of Shares that

May Yet Be
Purchased Under the
Plans or Programs

Period         
October 1 through December 31, 2015   2,485,150  $ 17.68   -   - 

 
The purchase of the 2,485,150 shares noted above was the result of acquiring R-Tech on October 20, 2015 (see note 5). On the acquisition date, R-Tech

held 2,485,150 shares of our class A common stock as a long-term investment.
 

Stock Performance Graph
The information included under this heading “Stock Performance Graph” is “furnished” and not “filed” and shall not be deemed to be “soliciting

material” or subject to Regulation 14A, shall not be deemed “filed” for purposes of Section 18 of the Exchange Act, or otherwise subject to the liabilities of
that section, nor shall it be deemed incorporated by reference in any filing under the Securities Act, or the Exchange Act.
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The following graph compares the cumulative total return, assuming the investment of $100 on December 31, 2010, in each of (1) our class A common
stock, (2) The NASDAQ Composite Index (U.S. and Foreign) and (3) the NASDAQ Biotechnology Index, assuming reinvestment of any dividends. These
comparisons are required by the SEC and are not intended to forecast or be indicative of possible future performance of our class A common stock.
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ITEM 6. SELECTED FINANCIAL DATA
 
The following derived consolidated financial data as of December 31, 2015 and 2014 and for the years ended December 31, 2015, 2014 and 2013 are

from our audited Consolidated Financial Statements appearing elsewhere in this Annual Report. The following consolidated financial data as of December
31, 2013, 2012 and 2011 and for the years ended December 31, 2012 and 2011 are derived from audited Consolidated Financial Statements not included in
this Annual Report. The information set forth below is not necessarily indicative of the results of future operations and should be read in conjunction with
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the Consolidated Financial Statements and related
footnotes appearing elsewhere in this Annual Report on Form 10-K.
 

  Year Ended December 31,
(In thousands, except per share data)  2015  2014  2013  2012  2011
Statement of operations data           
Revenues:  $ 153,180  $ 115,450  $ 89,594  $ 81,487  $ 54,761 
Costs and expenses:                     

Costs of goods sold   36,731   16,269   12,402   3,030   - 
Intangible assets impairment   -   5,631   -   -   - 
Settlement of legal dispute   -   -   -   -   (11,100)
Research and development   33,631   20,566   21,524   21,292   33,497 
General and administrative   35,517   31,230   25,413   30,157   41,270 
Selling and marketing   2,842   14,523   21,059   18,691   8,783 

Total costs and expenses   108,721   88,219   80,398   73,170   72,450 
Income (loss) from operations   44,459   27,231   9,196   8,317   (17,689)
Total non-operating income (expense), net   (784)   (98)   1,747   (340)   (4,225)
Income (loss) before income taxes   43,675   27,133   10,943   7,977   (21,914)
Income tax benefit (provision)   (10,304)   (14,005)   (3,928)   (2,916)   4,608 
Net income (loss)  $ 33,371  $ 13,128  $ 7,015  $ 5,061  $ (17,306)
                     
Basic net income (loss) per share  $ 0.76  $ 0.30  $ 0.17  $ 0.12  $ (0.41)
Diluted net income (loss) per share  $ 0.73  $ 0.29  $ 0.16  $ 0.12  $ (0.41)
Weighted average common shares outstanding - basic   44,150   43,691   41,716   41,660   41,839 
Weighted average common shares outstanding -
diluted   45,680   44,506   42,544   41,785   41,839 
 

 December 31,
(In thousands)  2015  2014  2013  2012  2011
Balance sheet data:                     
Cash and cash equivalents  $ 108,284  $ 71,622  $ 44,102  $ 52,022  $ 50,662 
Investments, current   -   22,393   16,003   6,035   24,452 
Working capital   163,233   88,514   70,741   52,843   67,835 
Total assets   457,181   141,574   136,877   127,796   157,569 
Notes payable, current   39,083   8,240   26,892   19,129   20,400 
Notes payable, non-current   213,277   17,578   25,828   33,722   39,227 
Total liabilities   370,732   59,262   77,908   84,541   118,975 
Retained earnings (Accumulated deficit)   19,639   (13,732)   (26,860)   (33,875)   (38,936)
Total stockholders' equity   86,449   82,312   58,969   43,255   38,594 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 
You should read the following discussion and analysis together with our Consolidated Financial Statements and the related notes included elsewhere

in this Annual Report on Form 10-K. This discussion contains forward-looking statements that are based on our current expectations, estimates and
projections about our business and operations. Our actual results may differ materially from those currently anticipated and expressed in such forward-
looking statements as a result of a number of factors, including those we discuss under Item 1A - “Risk Factors” and elsewhere in this Annual Report.

 
Overview

We are a global biopharmaceutical company focused on innovative research and development of proprietary drugs to meet major unmet medical needs.
In 2015, we advanced our corporate strategy by solidifying our base business, executing on business development transactions and diversifying our pipeline
portfolio through the acquisition of new products.

 
First, we solidified our base business by executing an agreement to expand access of our flagship product, AMITIZA® (lubiprostone) to more patients.

We entered into the Gloria China Agreement for AMITIZA, under which Gloria has the rights to develop and commercialize AMITIZA in the People’s
Republic of China, subject to the regulatory approval of the product by the CFDA. China was the last un-partnered market for the brand, and this new
agreement assists our growth of AMITIZA and facilitates our global expansion plans. Our partnership with Takeda remains strong as solid progress in
planning for expansion of AMITIZA to new markets has continued. Together, we successfully completed the European mutual recognition procedure for
AMITIZA for the treatment of CIC which resulted in a recommendation for marketing authorization: Austria, Belgium, Germany, Italy, Ireland, Luxembourg,
Netherlands and Spain. Additionally, we received approval for AMITIZA in CIC from Health Canada. Takeda is also developing AMITIZA in Russia, S.
Korea and Mexico and has submitted an application for approval Kazakhstan.

 
Second, we executed a business development transaction by completing our acquisition of R-Tech. The acquisition was immediately accretive,

improved our share of the economics of AMITIZA and included a diverse pipeline. R-Tech’s pipeline offered development alternatives and/or partnership
opportunities in ophthalmology, autoimmune and inflammatory diseases and oncology. We also closed on a $250 million credit facility in connection with
the financing of the acquisition. This acquisition created value for our shareholders by positioning Sucampo for revenue growth in the near-term and laying
the groundwork for continued financial performance in the future. We have now secured a larger portion of the global economics of AMITIZA and greater
control over the manufacturing and supply chain for our flagship product.
 

Third, we diversified our pipeline portfolio through the acquisition of new products and continued to advance our current pipeline. Through the
acquisition of R-Tech, we acquired two VAP-1 inhibitors. These programs could address both patients and disease areas where there is significant unmet
clinical need. We have continued to work with Takeda to accelerate our new formulation work and our pediatric functional constipation program for
AMITIZA. In 2015, we furthered our clinical development of cobiprostone for two indications: oral mucositis, including U.S. FDA Fast Track Designation,
and NERD/sGERD.

 
Another important priority for us was the diversification of our shareholder base and the opportunity to address our capital structure. In 2015, we

undertook a secondary offering of our class A common stock offered by S&R Technology Holdings, LLC, S&R Foundation, and our founders, Dr. Sachiko
Kuno and Dr. Ryuji Ueno. This offering reduced the founders’ ownership to below 50% and, due to the accounting rules applicable to related party
transactions, resulted in a lowering of our corporate tax rate.

 
We recently entered into an option and collaboration agreement under which CPP has granted us the sole option to acquire an exclusive license to

commercialize CPP-1X/sulindac combination product in North America. We believe that this product represents a substantial market opportunity and, given
clinical results to date, could be a valuable asset for us to leverage our gastrointestinal expertise and strategic focus.

 
We currently generate revenue mainly from product royalties, development, upfront and milestone payments, product sales and reimbursements for

clinical development activities. We expect to continue to incur significant expenses for the next several years as we continue our research and development
activities, seek additional regulatory approvals and additional indications for our approved products and other compounds and seek strategic opportunities
for in-licensing new products.

 
Our operations are conducted through subsidiaries based in the United States (U.S.), Japan and Switzerland. We operate as one segment, which focuses on

the development and commercialization of pharmaceutical products.
 

Our Products (Approved and in Clinical Development)
 
Our commercial-stage products are AMITIZA and RESCULA. Overviews of these products are:
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AMITIZA (lubiprostone)
 

North America
In October 2014, we signed the Takeda Amendment which, among other things, extended the term beyond December 2020 and during the extended term

we will split the annual net sales revenue with Takeda on branded AMITIZA sales. Beginning April 2015, Takeda no longer reimburses us for the product
detailing of healthcare professionals or for promotional materials used by us. In addition, we have granted Par a license to distribute either a generic or
authorized generic version of AMITIZA beginning in 2021; we will split with Par the gross profits for the sales of such products. Further, if Par decides to
distribute an authorized generic, we will supply the product at a negotiated supply price.

 
In October 2015, Health Canada approved AMITIZA for CIC in adults.
 
Asia
In Japan, AMITIZA was approved in November 2012 for chronic constipation (CC) excluding constipation caused by organic diseases. AMITIZA is

Japan’s only prescription medicine for CC. In Japan, AMITIZA is marketed under a license, commercialization and supply agreement (the Japan Mylan
Agreement) that was transferred to Mylan, Inc. (Mylan) from Abbott Laboratories, Inc. (Abbott), as of February 2015, as part of Mylan’s acquisition of a
product portfolio from Abbott. We did not experience any significant changes in the commercialization of AMITIZA in Japan as a result of the transfer of the
Japan Mylan Agreement from Abbott to Mylan.

 
In May 2015, we and Gloria entered into the China Gloria Agreement to license, develop, commercialize and supply AMITIZA in the People’s Republic

of China. Upon entering into the China Gloria Agreement, we received an upfront payment of $1.0 million. In June 2015, the China Food and Drug
Administration accepted an Investigational New Drug (IND) application for a pivotal trial of AMITIZA in patients with CIC; as a result we received an
additional payment of $500,000 from Gloria. In addition to the $1.5 million in payments received to date, we are eligible to receive an additional payment in
the amount of $1.5 million upon the occurrence of a specified regulatory or commercial milestone event.

 
Other Global Markets
In October 2014, we and Takeda entered into the Global Takeda Agreement to develop and commercialize AMITIZA. The territories excluded from the

Global Takeda Agreement are Canada, the U.S., Japan and the People’s Republic of China. Under the terms of the Global Takeda Agreement, we will supply
Takeda the clinical and commercial product at a negotiated price. In addition, under the Global Takeda Agreement, Takeda became the marketing
authorization holder in Switzerland in April 2015 and will become the marketing authorization holder in the U.K. in the first half of 2016 and in other
countries upon regulatory approval.

 
In the U.K., AMITIZA was approved for CIC in September 2012. We made AMITIZA available in the U.K. in the fourth quarter of 2013. In 2014, we

resubmitted an application to the MHRA for approval of the OIC indication following its initial decision to not approve in March 2014. In January 2016, we
received notification from the MHRA that the appeal for the OIC indication was not approved. We will not pursue additional filings in the U.K. at this time.
In July 2014, NICE published the technology appraisal guidance recommending the use of AMITIZA in the treatment of CIC and associated symptoms in
adults who have failed laxatives. In January 2015, we successfully completed the European mutual recognition procedure for AMITIZA for the treatment of
CIC in Austria, Belgium, Germany, Italy, Ireland, Luxembourg, Netherlands and Spain, resulting in a recommendation for marketing authorization in these
markets.

 
In Switzerland, AMITIZA was approved to treat CIC in adults in 2009 and OIC in chronic, non-cancer adult patients in July 2014. In February 2014, we

announced that the BAG revised several limitations with which AMITIZA was first approved for reimbursement and inclusion in the SL to make it easier for
all Swiss physicians to prescribe AMITIZA to patients who have failed previous treatments with at least two laxatives over a nine month period.

 
In December 2015, a CTA was filed for AMITIZA for the treatment of CIC, IBS-C and OIC in Mexico and South Korea. We expect to initiate phase 3

registration trials in Russia, Mexico, and South Korea in the first half of 2016. An NDA for the treatment of CIC, IBS-C, and OIC was submitted in Kazakhstan
in December 2015.

 
RESCULA (unoprostone isopropyl)
 

In the U.S., we ceased marketing RESCULA in the fourth quarter of 2014 and no product was made available after the March 2015 expiration date. In
May 2015, following an analysis of preliminary top-line data from R-Tech’s phase 3 trial of unoprostone isopropyl in retinitis pigmentosa, we decided to
discontinue development of the compound and returned all licenses for unoprostone isopropyl to R-Tech.

 
As part of the acquisition of R-Tech in October 2015, we acquired all rights to RESCULA. RESCULA is being commercialized by Santen Pharmaceutical

Co., Ltd in Japan, Dong-A Pharma Co., Ltd in South Korea and Zuelliq Pharma Co., Ltd in Taiwan.
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Our Clinical Development Programs
 
Lubiprostone
 

Lubiprostone Alternate Formulation
 
We are developing an alternate formulation of lubiprostone for both adult and pediatric patients who are unable to tolerate capsules and for naso-gastric

tube fed patients. Takeda has agreed to fund 100% of the costs, up to a cap, of this alternate formulation work and we expect to initiate a phase 3 trial of the
alternate formulation of lubiprostone in the second half of 2016.

 
Pediatric Functional Constipation
 
The phase 3 program required to support an application for marketing approval of lubiprostone for pediatric functional constipation comprises four

clinical trials, two of which are currently ongoing and are both testing the soft gelatin capsule formulation of lubiprostone in patients 6 to 17 years of age.
The first of the two trials is a pivotal 12-week, randomized, placebo-controlled trial which was initiated in December 2013. The second trial is a follow-on,
long-term safety extension trial that was initiated in March 2014. Following the successful completion of the phase 3 trial for the alternative formulation of
lubiprostone, as described above, we are also planning to initiate two additional trials in its phase 3 program for pediatric functional constipation, which will
be in children aged 6 months to less than 6 years testing the alternative formulation. Takeda has agreed to fund 70% of the costs, up to a cap, of this pediatric
functional constipation program.

 
Cobiprostone
 

Oral Mucositis
In May 2015, the U.S. FDA granted Fast Track Designation for cobiprostone for the prevention of OM. In September 2015, we initiated a phase 2a

clinical trial in the U.S. of cobiprostone oral spray for the prevention of OM in patients suffering from HNC receiving concurrent RT and CT.
 
Proton Pump Inhibitor-Refractory Non-Erosive Reflux Disease (NERD)/symptomatic Gastroesophageal Reflux Disease (sGERD
In December 2014, we initiated a phase 2a clinical trial in Japan for cobiprostone in NERD/sGERD patients who have had a non-satisfactory response to

proton pump inhibitors. We expect to announce top-line data from this study in the first half of 2016.
 

VAP-1 Inhibitors
 

VAP-1 (vascular adhesion protein-1) is also known as semicarbazide sensitive amine oxidase (SSAO). There are two forms of this protein: one exists in
the lining of blood vessels as a membrane-bound molecule (VAP-1) and the other exists in serum as a free molecule (SSAO), sometimes described as VAP-
1/SSAO. VAP-1/SSAO is a glycoprotein. VAP-1/SSAO activity becomes increased in various tissues and in the serum of patients with diabetes, atopic
dermatitis, obesity, arterial sclerosis, heart diseases, etc. Therefore, the inhibitor is expected to control such excess VAP-1/SSAO and normalize its functions.

 
RTU-1096
 
In the first quarter of 2016, the phase 1 trial has been completed in healthy individuals that evaluated the safety and pharmacokinetics and the results

will be assessed in the first half of 2016. We will also look to generate additional preclinical data in the emerging area of immune-oncology, to support
partnership opportunities of combination therapy in cancer patients of our molecules with check-point pathway inhibitors.

 
RTU-009
 
Our next step is to complete IND-enabling studies, and thereafter initiate clinical-stage development.
 

AMITIZA Agreements
 

We have the following collaboration agreements with our partners to develop and commercialize AMITIZA. The collaboration agreements entered into
are covered by geographic location. The acquisition of R-Tech enabled us to secure a larger portion of the global economics of AMITIZA as R-Tech is the
exclusive manufacturer and supplier of AMITIZA.

 
North America Takeda Agreements

· Under the terms of the North America Takeda Agreement, we supply Takeda with AMITIZA at a negotiated supply price. We have recognized
product sales revenue of approximately $10.3 million for the year ended December 31, 2015.

· Takeda is obligated to pay us a sliding royalty rate based on a percentage of the net sales revenue from their sale of AMITIZA in the U.S. and
Canada. The actual percentage depends on the level of net sales revenue attained each calendar year. The gross to net is capped at 20% which
protects us from deep discounting. AMITIZA is currently marketed only in the U.S. and during the years ended December 31, 2015, 2014 and 2013
we recognized a total of $74.1 million, $62.8 million and $52.1 million respectively, as product royalty revenue. We believe the year-over-year
growth is primarily due to an increase in total market growth and continued performance of the AMITIZA brand in volume growth.
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· We received a nonrefundable payment from Takeda of $10.0 million upon the commercial sale of AMITIZA for OIC in the second quarter of 2013.
· Takeda has agreed to fund all development costs, including regulatory-required studies, to a maximum of $50.0 million for each additional

indication and $20.0 million for each additional formulation. Takeda and we have agreed to equally share all costs in excess of those amounts. With
respect to any studies required to modify or expand the label for AMITIZA for the treatment of CIC, IBS-C or OIC, Takeda has agreed to fund 70% of
the costs of such studies, and we have agreed to fund the remainder. Additionally, Takeda has agreed to fund 100% of the development costs for the
alternate formulation of AMITIZA, and 70% of the development costs for the treatment of pediatric functional constipation.

· Takeda agreed to reimburse a portion of our expenses related to our specialty sales force. We recognized zero, $3.4 million and $61,000 of co-
promotion revenue reflecting these reimbursements for the years ended December 31, 2015, 2014 and 2013, respectively. In 2013, our sales force
shifted away from selling AMITIZA, which was partially reimbursed by Takeda, to selling RESCULA. In November, 2013, we announced that we
would be exercising our co-promotion option and again began co-promoting AMITIZA for OIC in adults with chronic, non-cancer pain in the first
quarter of 2014. In December 2014, as a result of the amendment to the North America Takeda Agreement, we ceased co-promoting AMITIZA.

· Our agreements also require Takeda to pay us up to an additional aggregate of $50.0 million upon the achievement of specified targets for annual
net sales revenue from AMITIZA in the U.S. and Canada. Sales of AMITIZA have not met these targets as of December 31, 2015, 2014 and 2013.

 
Global Takeda Agreement

· Upon signing the Global Takeda Agreement in October 2014, we received a nonrefundable upfront payment of $14.0 million, of which $8.0 million
was allocated to collaboration revenue and $6.0 million was considered a collaboration obligation to reimburse Takeda for the first $6.0 million in
developmental expenses incurred by Takeda.

· Takeda will be responsible for any additional development activities and costs incurred (including the supply price for any licensed product that is
supplied by us to Takeda for development purposes).

· Under the terms of the Global Takeda Agreement, we will supply Takeda with AMITIZA at a negotiated supply price.
· Our agreement also requires Takeda to pay us up to an additional aggregate of $35.0 million upon the achievement of specified targets for annual

net sales revenue from AMITIZA in global territories covered under the Global Takeda Agreement. We have not recognized any product sales
revenue under the Global Takeda Agreement for the years ended December 31, 2015 and 2014.

 
Japan Mylan Agreement

· We have recognized product sales revenue of approximately $48.9 million, $29.6 million and $15.8 million for the years ended December 31, 2015,
2014 and 2013, respectively. We believe the year-over-year growth is due to strong physician patient awareness and that AMITIZA is still the only
prescription medication approved in Japan for chronic constipation.

· We could receive additional milestone payments based on achieving other specified development and commercialization goals although there can
be no assurance that we will receive any such payments.

 
China Gloria Agreement

· Upon signing the China Gloria Agreement in May 2015, we received an upfront payment of $1.0 million and an upfront payment of $500,000 in
June 2015 after the CFDA accepted the IND application for a pivotal trial of AMITIZA in patients with CIC.

 
· Once AMITIZA is developed in China, we will supply AMITIZA to Gloria at a negotiated supply price.

 
RESCULA Agreement
 
Japan Santen Agreement

· We have recorded product sales revenue of approximately $1.4 million, for the year ended December 31, 2015.
 
Pipeline Agreement
 
CPP Agreement

In January 2016, we entered into an option and collaboration agreement (CPP Agreement) under which Cancer Prevention Pharmaceuticals, Inc. (CPP)
has granted us the sole option to acquire an exclusive license to commercialize CPP-1X/sulindac combination product in North America. Under the terms of
the CPP Agreement:

· We will invest $5.0 million in CPP in the form of a convertible note, with a planned additional $5.0 million equity investment in CPP’s next
qualified financing, which will be either an IPO or a private financing as defined by the agreement;

· We will pay CPP an option fee of up to $7.5 million, payable in two tranches;
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· CPP will complete the ongoing phase 3 trial under the oversight of a joint steering committee;
· Upon exercise of its exclusive option, we would acquire an exclusive license to the product and would be obligated to pay CPP up to an aggregate

of $190.0 million in license fees and milestone payments upon the achievement of specified clinical development and sales milestones; and
· We and CPP would share equally in profits from the sale of approved products.

 
R-Tech Supply Agreement

The acquisition of R-Tech enabled us to secure a larger portion of the global economics of AMITIZA as R-Tech is the exclusive manufacturer and
supplier of AMITIZA.

 
Under the exclusive global manufacturing and supply agreement with R-Tech prior to the acquisition, R-Tech had the exclusive right to manufacture

and supply lubiprostone in most global markets. During the years ended December 31, 2015, 2014 and 2013, we recorded the following expenses under all of
our agreements with R-Tech:

 

 

January 1 
through 

October 20,  Year Ended December 31,
(In thousands)  2015  2014  2013
Clinical supplies  $ 155  $ 396  $ 827 
Other research and development services   347   171   194 
Commercial supplies   21,415   15,776   14,902 
  $ 21,917  $ 16,343  $ 15,923 
 
Critical Accounting Policies and Estimates

This discussion and analysis of our financial condition and results of operations is based upon our Consolidated Financial Statements, which have been
prepared in accordance with Generally Accepted Accounting Principles (GAAP) in the United States. The preparation of our Consolidated Financial
Statements requires us to make estimates and judgments that affect our reported assets, liabilities, revenues and expenses. Actual results may differ
significantly from those estimates under different assumptions and conditions.

 
We regard an accounting estimate or assumptions underlying our financial statements as a critical accounting estimate if:
· the nature of the estimate or assumption is material due to the level of subjectivity and judgment necessary to account for highly uncertain matters

or the susceptibility of such matters to change; and
· the impact of the estimates and assumptions on financial condition or operating performance is material.
 
Our significant accounting policies are described in more detail in note 2 of our Consolidated Financial Statements included elsewhere in this Annual

Report on Form 10-K.
 

Revenue Recognition
Our revenues are derived primarily from collaboration and license agreements which include product royalties, product sales, upfront payments,

development milestone payments, reimbursements of development and co-promotion costs.
 
We recognize revenue when four basic criteria are met: (1) persuasive evidence of an arrangement exists; (2) delivery has occurred or services have been

rendered; (3) the fee is fixed and determinable; (4) collectability is reasonably assured. Determination of criteria (3) and (4) could require management’s
judgments regarding the fixed nature of the fee charged for services rendered and products delivered and the collectability of those fees. While the majority
of our sales agreements contain standard terms and conditions, we do enter into agreements that contain multiple-element or non-standard terms and
conditions. Sometimes interpretation of the sales agreement or contract for multiple-element is complex in determining whether there is more than one unit of
accounting and if so, how and when revenue should be recognized for each element is subject to certain estimates or assumptions. We record revenue as the
separate elements are delivered to the customer if the delivered item has value on a stand-alone basis and delivery or performance of the undelivered items is
probable and substantially in our control. Revenue is allocated according to the relative selling price method. Should changes in conditions cause
management to determine that these criteria are not met for certain future transactions, revenue recognized for any reporting period could be adversely
affected.

 
Since 2011, we have entered into the following multiple-element arrangements: (1) research and development studies which are being reimbursed by

Takeda and are treated as separate elements within the North America Takeda Agreement, and (2) the Global Takeda Agreement. We evaluated the multiple
deliverables under these arrangements to determine whether the delivered elements that are our obligation have value to other parties to the agreement on a
stand-alone basis and whether objective, reliable evidence of fair value of the undelivered items exists. Deliverables that meet these criteria are considered a
separate unit of accounting. Deliverables that do not meet these criteria are combined and accounted for as a single unit of accounting. The appropriate
recognition of revenue is then applied to each separate unit of accounting.
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Where agreements include contingent milestones we evaluate whether each milestone is substantive. Milestones are considered substantive if all of the
following conditions are met: (1) it is commensurate with either our performance to meet the milestone or the enhancement of the value of the delivered item
or items as a result of a specific outcome resulting from the our performance to achieve the milestone, (2) it relates solely to past performance, and (3) the
value of the milestone is reasonable relative to all the deliverables and payment terms (including other potential milestone consideration) within the
arrangement. Where milestones are not considered substantive their treatment is based on either a time-based or proportional performance model.

 
We apply a time-based model of revenue recognition for cash flows associated with research and development deliverables entered into prior to January

1, 2011 under the North America Takeda Agreement. Under this model, cash flow streams related to each unit of accounting are recognized as revenue over
the estimated performance period. Upon receipt of cash payments, such as development milestones, revenue is recognized to the extent the accumulated
service time has occurred. The remainder is deferred and recognized as revenue ratably over the remaining estimated performance period. A change in the
period of time expected to complete the deliverable is accounted for as a change in estimate on a prospective basis. In cases where milestone payments are
received after the completion of the associated development period, we recognize revenue upon completion of the performance obligation. Revenue is
limited to amounts that are nonrefundable and that the other party to the agreement is contractually obligated to pay to us. The research and development
revenue for these obligations is limited to the lesser of the actual reimbursable costs incurred or the straight-line amount of revenue recognized over the
estimated performance period. Revenues are recognized for reimbursable costs only if those costs can be reasonably determined.

 
For research and development deliverables agreed upon subsequent to January 1, 2011, which are reimbursable under the North America Takeda

Agreement at contractually predetermined percentages, we recognize revenue when the underlying research and development expenses are incurred,
assuming all other revenue recognition criteria are met.
 

Under the North America Takeda Agreement, royalties are based on net sales of licensed products and are recorded on the accrual basis when earned in
accordance with contractual terms when third-party results are reliably measurable, collectability is reasonably assured and all other revenue recognition
criteria are met.

 
Product sales consist of AMITIZA sales to Takeda under the North America Takeda Agreement and under the Global Takeda Agreement. Product sales

also consist of Amitiza sales to Mylan in Japan under the Mylan Agreement and by us directly in Europe (prior to entering into the Global Takeda
Agreement). In addition, product sales of RESCULA occur in Japan under the Santen Agreement and directly by us in the U.S. We ceased marketing
RESCULA in the U.S. in the fourth quarter of 2014. Revenue from product sales is recognized when persuasive evidence of an arrangement exists, delivery
has occurred and title to product and associated risk of loss have passed to the customer, the price is fixed or determinable, and collection from the customer
is reasonably assured. We do not record sales deductions and returns for sales of AMITIZA to Mylan and Takeda due to the absence of discounts and rebates
and no right of return under the contracts with Mylan and Takeda.

 
We recognize contract revenue related to development and commercialization activities under the time-based method over the applicable period.
 
We consider our participation in the joint committees under the North America Takeda Agreement and the Mylan Agreement as separate deliverables

under the contracts and recognize the fair value of such participation as revenue over the period of the participation per the terms of the contracts.
 
Inventories 

Inventories are stated at the lower of cost or net realizable value, using the first-in, first-out convention. Inventories consist of raw material, work-in-
process and finished goods. Our inventories include the direct purchase cost of materials and supplies and manufacturing overhead costs.
 
Accrued Research and Development Expenses

As part of our process of preparing our Consolidated Financial Statements, we are required to estimate an accrual for research and development expenses.
This process involves reviewing and identifying services which have been performed by third parties on our behalf and determining the value of these
services. Examples of these services are payments to clinical investigators and CROs. In addition, we make estimates of costs incurred to date but not yet
invoiced to us in relation to external CROs and clinical site costs. We analyze the progress of clinical trials, including levels of patient enrollment; invoices
received and contracted costs, when evaluating the adequacy of the accrued liabilities for research and development. We must make significant judgments
and estimates in determining the accrued balance in any accounting period. No material adjustments have been required for this accrual during the years
ended December 31, 2015 and 2014.

 
Stock-Based Compensation

We estimate the fair value of share-based payment awards on the date of the grant using an option-pricing model and recognize the expense over the
required service periods.
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For recording our stock-based compensation expense, for service based and market condition options we have chosen to use:
· the straight-line method of allocating compensation cost for service based options and graded vesting for market condition options;
· the Black-Scholes-Merton option pricing formula for time based options and the Monte Carlo simulation model for the market condition options as

our chosen option-pricing models;
· the simplified method to calculate the expected term for options as discussed under the SEC’s guidance for share-based payments for service based

options;
· an estimate of expected volatility based on the historical volatility of our share price; and
· an estimate for expected forfeitures.

 
The three factors which most affect stock-based compensation are the fair value of the common stock underlying the stock options, the vesting term of

the options, and the volatility of such fair value of the underlying common stock. If our estimates are too high or too low, we may overstate or understate our
stock-based compensation expense.
 
Mergers and Acquisitions

In a business combination, the acquisition method of accounting requires that the assets acquired and liabilities assumed be recorded as of the date
of the merger or acquisition at their respective fair values. Fair value is defined as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. Accordingly, we may be required to value assets at fair value measures that do not reflect our intended use of those assets. Any excess of
the purchase price (consideration transferred) over the estimated fair values of net assets acquired is recorded as goodwill. Transaction costs and costs to
restructure the acquired company are expensed as incurred. The operating results of the acquired business are reflected in our consolidated financial
statements after the date of the merger or acquisition. If we determine the assets acquired do not meet the definition of a business under the acquisition
method of accounting, the transaction will be accounted for as an acquisition of assets rather than a business combination and, therefore, no goodwill will
be recorded. The fair values of intangible assets, including acquired in-process research and development (IPR&D) are determined utilizing information
available near the merger or acquisition date based on expectations and assumptions of a market participant that are deemed reasonable by management.
Given the considerable judgment involved in determining fair values, we typically obtain assistance from third-party valuation specialists for significant
items. Amounts allocated to acquire IPR&D are capitalized and accounted for as indefinite-lived intangible assets. Upon successful completion of each
project, we will make a separate determination as to the then useful life of the asset and begin amortization. The judgments made in determining estimated
fair values assigned to assets acquired and liabilities assumed in a business combination, as well as asset lives, can materially affect results of operations.
 

The fair values of identifiable intangible assets related to currently marketed products and product rights are primarily determined by using an
"income approach" through which fair value is estimated based on each asset's discounted projected net cash flows. Our estimates of market participant net
cash flows consider historical and projected pricing, margins and expense levels; the performance of competing products where applicable; relevant
industry and therapeutic area growth drivers and factors; current and expected trends in technology and product life cycles; the time and investment that
will be required to develop products and technologies; the ability to obtain marketing and regulatory approvals; the ability to manufacture and
commercialize the products; the extent and timing of potential new product introductions by competitors; and the life of each asset's underlying patent, if
any. The net cash flows are then probability-adjusted where appropriate to consider the uncertainties associated with the underlying assumptions, as well as
the risk profile of the net cash flows utilized in the valuation. The probability-adjusted future net cash flows of each product are then discounted to present
value utilizing an appropriate discount rate.
 

The fair values of identifiable intangible assets related to IPR&D are determined using an income or cost approach. Under the income approach,
fair value is estimated based on each asset's probability-adjusted future net cash flows, which reflect the different stages of development of each product
and the associated probability of successful completion. The net cash flows are then discounted to present value using appropriate discounts. Under the
replacement cost approach, historical research and development spending is analyzed to derive the costs incurred to date related to the asset. An expected
return of 20% is applied to the cumulative research and development costs incurred to date, as this estimates the required rate of a return a prudent
investor would require on a similarly situated asset. No tax amortization benefit is applied given the asset is valued under the replacement cost approach,
which is representative of buying the asset in the market at fair value.
 
Income Taxes

As part of the process of preparing our Consolidated Financial Statements, we are required to estimate our income taxes in each of the jurisdictions in
which we operate. We follow the FASB’s guidance for accounting for income taxes which requires us to estimate our actual current tax exposure while
assessing our temporary differences resulting from the differing treatment of items for tax and accounting purposes. These differences have resulted in
deferred tax assets and liabilities, which are included in our Consolidated Balance Sheets. We record a valuation allowance to reduce our deferred tax assets
to the amount that is more likely than not to be realized. We consider forecasted earnings, future taxable income, the mix of earnings in the jurisdictions in
which we operate, expiration dates of net operating loss carry-forwards, and prudent and feasible tax planning strategies in determining the need for a
valuation allowance. Considerable judgment is involved in developing such estimates. In the event we were to determine that we would not be able to realize
all or part of our net deferred tax assets in the future, we would recognize a valuation allowance in the period in which we make that determination. Likewise,
if we later determine that it is more likely than not that the net deferred tax assets would be realized, we would reverse the applicable portion of the
previously provided valuation allowance. In order for us to realize our deferred tax assets we must be able to generate sufficient taxable income in the tax
jurisdictions in which our deferred tax assets are located.
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Significant judgment is required in determining the provision for income taxes and, in particular, any valuation allowance recorded against our net
deferred tax assets in certain jurisdictions. Significant future events, not under our control, including continued success in commercialization of products in
U.S. markets or regulatory approvals for products in international markets, could affect our future earnings potential and consequently the amount of deferred
tax assets that will be utilized. We followed the FASB’s guidance for uncertainty in income taxes that requires the application of a “more likely than not”
threshold to the recognition and de-recognition of uncertain tax positions. If the recognition threshold is met, this guidance permits us to recognize a tax
benefit measured at the largest amount of the tax benefit that, in our judgment, is more than 50.0% likely to be realized upon settlement.

 
We recognize interest and penalties accrued related to uncertain tax positions as a component of the income tax provision.

 
Results of Operations
 
Comparison of years ended December 31, 2015 and December 31, 2014
 
Revenues

The following table summarizes our revenues for the years ended December 31, 2015 and 2014:
 

 
Year Ended

December 31,
(In thousands)  2015  2014
Product royalty revenue  $ 74,138  $ 62,775 
Product sales revenue   66,276   33,252 
Research and development revenue   10,199   7,246 
Contract and collaboration revenue   2,567   8,817 
Co-promotion revenue   -   3,360 

Total  $ 153,180  $ 115,450 
 
Total revenues were $153.2 million in 2015 compared to $115.5 million in 2014, an increase of $37.7 million or 32.7%.
 
Product royalty revenue
Product royalty revenue represents royalty revenue earned on Takeda net sales of AMITIZA in North America and was $74.1 million in 2015 compared

to $62.8 million in 2014, an increase of $11.4 million or 18.1%. The increase was primarily due to higher net sales of AMITIZA as reported by Takeda for
royalty calculation purposes resulting from higher sales volume.

 
Product sales revenue
Product sales revenue represents drug product sales of AMITIZA in North America,  Japan and Europe, and drug product sales of RESCULA in Japan and

the U.S. Product sales revenue was $66.3 million in 2015 compared to $33.3 million in 2014, an increase of $33.0 million or 99.3%. The increase was
primarily due to a $19.2 million increase in AMITIZA sales in Japan, an increase of $9.4 million in R-Tech AMITIZA sales to Takeda, a $5.0 million
milestone payment and $1.5 million of RESCULA sales in Japan due to the acquisition of R-Tech in October 2015.
 

Research and development revenue
Research and development revenue was $10.2 million in 2015 compared to $7.2 million in 2014, an increase of $2.9 million or 40.8%. The increase was

primarily due to an increase in expenses reimbursed by Takeda in relation to the ongoing AMITIZA pediatric trial.
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Contract and collaboration revenue
Contract and collaboration revenue was $2.6 million in 2015 compared to $8.8 million in 2014, a decrease of $6.3 million or 70.9%. The decrease was

primarily due to the recognition of $8.0 million in upfront payment from Takeda under the Global Takeda Agreement in 2014, partially offset by the
recognition of $1.5 million in upfront payments from Gloria under the China Gloria Agreement in May and June 2015.

 
Co-promotion revenue
Co-promotion revenue represents reimbursements by Takeda of a portion of our co-promotion costs for our specialty sales force and was $3.4 million in

2014. Beginning in 2015, we no longer engage in co-promotion activities and, as a result, we no longer receive any co-promotion reimbursements from
Takeda.

 
Costs of Goods Sold

The following table summarizes our costs of goods sold for the years ended December 31, 2015 and 2014:
 

 
Year Ended

December 31,
(In thousands)  2015  2014
Product purchases  $ 27,288  $ 16,036 
Distribution   66   233 
Amortization of inventory step-up adjustment   5,645   - 
Amortization of intangibles   3,732   - 

Total  $ 36,731  $ 16,269 
 
Costs of goods sold were $36.7 million in 2015 compared to $16.3 million in 2014, an increase of $20.5 million or 125.8%. The increase in costs of

goods sold was primarily due to the increased volume of AMITIZA sales in Japan, the addition of RESCULA sales in Japan due to the acquisition of R-Tech
in October 2015 and the resulting amortization of the acquired intangible assets and inventory step-up adjustment.

 
Research and Development Expenses

The following table summarizes our research and development expenses for the years ended December 31, 2015 and 2014:
 
  Year Ended
  December 31,
(In thousands)  2015  2014
Direct costs:         

Lubiprostone  $ 16,306  $ 11,002 
Cobiprostone   8,740   1,887 
Ion Channel Activator   6   1,664 
Unoprostone isopropyl   478   846 
RTU-1096   1,131   - 
RTU-009   139   - 
Other   433   1,554 

Total   27,233   16,953 
         
Indirect costs   6,398   3,613 

Total  $ 33,631  $ 20,566 
 
Total research and development expenses were $33.6 million in 2015 compared to $20.6 million in 2014, an increase of $13.1 million or 63.5%. The

increase was primarily due to costs associated with the initiation of phase 2 clinical trials for cobiprostone, an increase in expenses related to the ongoing
AMITIZA pediatric trials, the acquisition of R-Tech in October 2015 and the inclusion of the respective share of R-Tech’s research and development costs
during the post-acquisition period.
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General and Administrative Expenses
 

The following summarizes our general and administrative expenses for years ended December 31, 2015 and 2014:
 
  Year Ended
  December 31,
(In thousands)  2015  2014
Salaries, benefits and related costs  $ 10,963  $ 9,322 
Legal, consulting and other professional expenses   6,946   12,951 
Stock-based compensation expense   4,936   1,802 
Pharmacovigilance   1,406   1,289 
R-Tech transaction costs   5,115   - 
Restructuring costs   286   - 
Other expenses   5,865   5,866 

Total  $ 35,517  $ 31,230 
 
General and administrative expenses were $35.5 million in 2015 compared to $31.2 million in 2014, an increase of $4.3 million or 13.7%. The increase

was primarily due to a $1.6 million increase in salaries, benefits and related costs, a $3.1 million increase in stock-based compensation expense, and $5.2
million of R-Tech transaction costs incurred in connection with the acquisition of R-Tech, partially offset by a $6.0 million decrease in legal fees due to
settlement of our patent infringement lawsuit against Par Pharmaceutical, et al.

 
Selling and Marketing Expenses

The following summarizes our selling and marketing expenses for years ended December 31, 2015 and 2014:
 
  Year Ended
  December 31,
(In thousands)  2015  2014
Salaries, benefits and related costs  $ 830  $ 2,724 
Consulting and other professional expenses   188   5,732 
Samples expense   4   276 
Contract fees   66   1,816 
Data purchases   201   913 
Promotional materials & programs   71   982 
Restructuring costs   473   - 
Other expenses   1,009   2,080 

Total  $ 2,842  $ 14,523 
 
Selling and marketing expenses were $2.8 million in 2015 compared to $14.5 million in 2014, a decrease of $11.7 million or 80.4%. The decrease was

the result of eliminating our contract sales force related to AMITIZA in the fourth quarter of 2014.
 

Non-Operating Income and Expense
The following table summarizes our non-operating income and expense for the years ended December 31, 2015 and 2014:
 
  Year Ended
  December 31,
(In thousands)  2015  2014
Interest income  $ 181  $ 172 
Interest expense   (6,854)   (1,520)
Other income, net   5,889   1,250 

Total  $ (784)  $ (98)
 
Interest expense was $6.9 million in 2015 compared to $1.5 million in 2014, an increase of $5.3 million or 350.9%. The increase was the result of

additional debt incurred in conjunction with the acquisition of R-Tech.
 
Other income, net was $5.9 million in 2015 compared to $1.3 million in 2014, an increase of $4.6 million or 371.1%. The increase was primarily due to a

$3.9 million settlement of a pre-existing relationship related to the R-Tech supply agreements and a $2.0 million payment received from R-Tech in May
2015 for the transfer and assignment of RESCULA licensing rights, partially offset by a $1.0 million decrease in unrealized and noncash foreign exchange
gains.

 
Income Taxes

For the years ended December 31, 2015 and 2014, our consolidated effective income tax rate was 23.6% and 51.6%, respectively. For the years ended
December 31, 2015 and 2014, we recorded a tax expense of $10.3 and $14.0 million, respectively. The change in our effective tax rate in 2015 compared to
2014 was attributable primarily to the change in the mix of earnings of our foreign subsidiaries.
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Comparison of years ended December 31, 2014 and December 31, 2013
 

Revenues
The following table summarizes our revenues for the years ended December 31, 2014 and 2013:

 
  Year Ended
  December 31,
(In thousands)  2014  2013
Product royalty revenue  $ 62,775  $ 52,100 
Product sales revenue   33,252   16,425 
Contract and collaboration revenue   8,817   654 
Research and development revenue   7,246   20,354 
Co-promotion revenue   3,360   61 

Total  $ 115,450  $ 89,594 
 
Total revenues were $115.5 million in 2014 compared to $89.6 million in 2013, an increase of $25.9 million or 28.9%.
 
Product royalty revenue
Product royalty revenue represents royalty revenue earned on net sales of AMITIZA in North America and was $62.8 million in 2014 compared to $52.1

million in 2013, an increase of $10.7 million or 20.5%. The increase was primarily due to higher net sales of AMITIZA as reported by Takeda for royalty
calculation purposes resulting from higher sales volume.

 
Product sales revenue
Product sales revenue represents drug product net sales of AMITIZA in Japan and Europe and drug product net sales of RESCULA in the U.S. Product

sales revenue was $33.3 million in 2014 compared to $16.4 million in 2013, an increase of $16.9 million or 102.4%. The increase was primarily due to a
$13.8 million increase in AMITIZA sales in Japan and a $2.5 million milestone payment earned in Japan as a result of the first occurrence of annual net sales
of lubiprostone in Japan exceeding ¥5.0 billion.
 

Contract and collaboration revenue
Contract and collaboration revenue was $8.8 million in 2014 compared to $654,000 in 2013, an increase of $8.2 million or 1248.2%. The increase was

due to the recognition of $8.0 million of the upfront payment from Takeda under the Global Takeda Agreement.
 

Research and development revenue
Research and development revenue was $7.2 million in 2014 compared to $20.4 million in 2013, a decrease of $13.1 million or 64.4%. The decrease was

primarily due to the 2013 receipt of the $10.0 million milestone payment from Takeda upon the first commercial sale of AMITIZA for OIC.
 
Co-promotion revenue
Co-promotion revenue represents reimbursements by Takeda of a portion of our co-promotion costs for our specialty sales force. Co-promotion revenue

was $3.4 million in 2014 compared to $61,000 in 2013, an increase of $3.3 million or 5408.2%. The increase resulted from our specialty sales force shifting
back to co-promoting AMITIZA in 2014 after having shifted away from selling AMITIZA in 2013.

 
Costs of Goods Sold

The following table summarizes our costs of goods sold for the years ended December 31, 2014 and 2013:
 
  Year Ended
  December 31,
(In thousands)  2014  2013
Product purchases  $ 16,036  $ 9,241 
Inventory write-off   -   3,003 
Distribution   233   158 
Total  $ 16,269  $ 12,402 
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Costs of goods sold were $16.3 million in 2014 compared to $12.4 million in 2013, an increase of $3.9 million or 31.2%. The increase in cost of goods
sold was primarily due to the increased volume of AMITIZA sales in Japan, partially offset by a $3.0 million non-cash write-off of RESCULA inventory in
2013 which did not reoccur in 2014.
 
Research and Development Expenses

The following summarizes our research and development expenses for the years ended December 31, 2014 and 2013:
 
  Year Ended
  December 31,
(In thousands)  2014  2013
Direct costs:         

Lubiprostone  $ 11,002  $ 10,644 
Cobiprostone   1,887   1,269 
Ion Channel Activator   1,664   2,738 
Unoprostone isopropyl   846   1,060 
Other   1,554   2,912 

Total   16,953   18,623 
         
Indirect costs   3,613   2,901 

Total  $ 20,566  $ 21,524 
 

Total research and development expenses were $20.6 million in 2014 compared to $21.5 million in 2013, a decrease of $958,000 or 4.5%. The decrease
in research and development expenses was primarily due to the discontinuation of our clinical studies for LSS, which were ongoing in 2013, but finished in
the first half of 2014. This was partially offset by increased costs for lubiprostone and cobiprostone development and additional personnel.

 
General and Administrative Expenses

The following summarizes our general and administrative expenses for years ended December 31, 2014 and 2013:
 
  Year Ended
  December 31,
(In thousands)  2014  2013
Salaries, benefits and related costs  $ 9,322  $ 8,307 
Legal, consulting and other professional expenses   12,951   7,377 
Stock-based compensation expense   1,802   1,260 
Pharmacovigilance   1,289   2,474 
Other expenses   5,866   5,995 

Total  $ 31,230  $ 25,413 
 
General and administrative expenses were $31.2 million in 2014 compared to $25.4 million in 2013, an increase of $5.8 million, or 22.9%. The increase

was primarily due to a significant increase in legal fees incurred in prosecuting a patent infringement lawsuit filed by us in February 2013, partially offset by
a reduction in pharmacovigilance costs that were associated with launching AMITIZA in Japan in 2013.

 
Selling and Marketing Expenses

The following summarizes our selling and marketing expenses for years ended December 31, 2014 and 2013:
 
  Year Ended
  December 31,
(In thousands)  2014  2013
Salaries, benefits and related costs  $ 2,724  $ 6,735 
Consulting and other professional expenses   5,732   4,599 
Samples expense   276   2,563 
Contract fees   1,816   213 
Data purchases   913   829 
Promotional materials & programs   982   2,208 
Other expenses   2,080   3,912 

Total  $ 14,523  $ 21,059 
 
Selling and marketing expenses were $14.5 million in 2014 compared to $21.1 million in 2013, a decrease of $6.5 million or 31.0%. The decrease was

primarily due to the replacement of our in-house sales force with a lower-cost contract sales force in 2014, and a $1.5 million non-cash write-off of RESCULA
samples in 2013 that did not reoccur in 2014, partially offset by increased commercialization costs in 2014 for AMITIZA in Europe.
 

54 



 

Non-Operating Income and Expense
The following table summarizes our non-operating income and expense for the years ended December 31, 2013 and 2012:
 
  Year Ended
  December 31,
(In thousands)  2014  2013
Interest income  $ 172  $ 124 
Interest expense   (1,520)   (1,894)
Other income, net   1,250   3,517 

Total  $ (98)  $ 1,747 
 
Interest income was $172,000 in 2014 compared to $124,000 in 2013, an increase of $48,000 or 38.7%. The increase was primarily due to higher cash

balances earning interest in 2014.
 
Interest expense was $1.5 million in 2014 compared to $1.9 million in 2013, a decrease of $374,000 or 19.7%. The decrease was primarily the result of

lower debt balances.
 
Other income was $1.3 million in 2014 compared to $3.5 million in 2013, a decrease of $2.3 million or 64.5%. The decrease was primarily due to a $1.7

million or 58.7%, decrease in unrealized and non-cash foreign exchange gains.
 

Income Taxes
For the years ended December 31, 2014 and 2013, our consolidated effective income tax rate was 51.6% and 35.9%, respectively. For the years ended

December 31, 2014 and 2013, we recorded a tax expense of $14.0 and $3.9 million, respectively. The tax expense for the year ended December 31, 2014
includes the impact of intangible impairments, resulting in approximately $818,000 of additional expense. Without the intangible impairment, the effective
income tax rate would be approximately 48.6%. The change in our effective tax rate in 2014 compared to 2013 was attributable primarily to the changes in
the effective foreign and state tax rates, impact of the intellectual property transfer, Subpart F income in the US (partially offset by the lower tax rate in the
local jurisdiction), the mix of earnings by jurisdiction and the continuation of foreign losses that are not benefited due to full valuation allowances. As of
December 31, 2014, the remaining valuation allowance against our deferred tax assets was $2.1 million and related to foreign jurisdictions where it is not
more likely than not that these deferred tax assets would be realized.
 
Liquidity and Capital Resources
 
Sources of Liquidity

We finance our operations principally from cash generated from revenues, cash and cash equivalents on hand, debt and to a lesser extent, from the
issuance and sale of our class A common stock and through the exercise of employee stock options. Revenues generated from operations principally consist
of a combination of product sales, royalty payments, upfront and milestone payments, and research and development expense reimbursements received from
Takeda, Mylan and other parties.

 
Our cash, cash equivalents, restricted cash and investments consist of the following:
 
  Year Ended
  December 31,
(In thousands)  2015  2014
Cash and cash equivalents  $ 108,284  $ 71,622 
Restricted cash, current   55,218   213 
Restricted cash, non-current   -   2,224 
Investments, current   -   22,393 
Investments, non-current   -   13,540 

Total  $ 163,502  $ 109,992 
 
Our cash and cash equivalents are deposits in operating accounts and highly liquid investments with an original maturity at time of purchase of 90 days

or less.
 
As of December 31, 2015, our restricted cash consisted primarily of $25.0 million related to the Credit Facility that requires us to maintain $25.0 million

in a restricted cash account until at least $35 million of the Term Loans have been repaid or prepaid (see note 18 in the Notes to Consolidated Financial
Statements included elsewhere in this Annual Report on Form 10-K), and as part of the R-Tech acquisition, $17.7 million is held in a restricted cash account
for payment of the Ueno and Kuno Trust Notes (see note 17 in the Notes to Consolidated Financial Statements included elsewhere in this Annual Report on
Form 10-K), and $8.2 million is held in restricted cash related to the squeeze out of non-tendering R-Tech shareholders (see note 5 in the Notes to
Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K). As of December 31, 2014, our restricted cash consisted
primarily of collateral pledged to support Numab’s loan with Zurcher Kantonalbank and operating leases with certain financial institutions.
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As of December 31, 2014, our current investments consisted of U.S. corporate commercial paper, municipal securities, certificates of deposit and variable
rate demand notes which have maturities of one year or less. Our non-current investments consisted of U.S. government securities, certificates of deposit and
corporate bonds.
 
Cash Flows

The following table summarizes our cash flows for the years ended December 31, 2015, 2014 and 2013:
 
  Year Ended December 31,
(In thousands)  2015  2014  2013
Cash provided by (used in):             

Operating activities  $ 18,585  $ 30,878  $ (4,209)
Investing activities   (131,151)   12,959   (12,616)
Financing activities   149,341   (15,413)   10,581 

Effect of exchange rates   (113)   (904)   (1,676)
Net increase (decrease) in cash and cash equivalents  $ 36,662  $ 27,520  $ (7,920)

 
Year ended December 31, 2015
Net cash provided by operating activities of $18.6 million for the year ended December 31, 2015 was primarily due to a net income of $33.4 million

offset by net changes in operating assets and liabilities totaling $15.0 million. Net changes in operating assets and liabilities of $15.0 million consisted
primarily of an increase in receivables of $8.5 million, a decrease in deferred revenue of $5.4 million, an increase in product royalties receivable of $4.2
million and a decrease in accounts payable of $1.7 million, offset by cash provided by other assets and liabilities, net of $5.7 million. Major offsetting
components of the non-cash expenses were: depreciation and amortization of $10.6 million, stock-based compensation of $7.3 million offset by a deferred
tax benefit of $9.8 million, unrealized currency translation gains of $3.7 million.

 
Net cash used in investing activities of $131.2 million for the year ended December 31, 2015 was primarily the result of acquisition, net of acquired cash

of $161.2 million and investment purchases of $39.8 million, offset by cash from matured investments of $30.6 million and proceeds from investment sales of
$45.1 million.

 
Net cash provided by financing activities of $149.3 million for the year ended December 31, 2015 was primarily due to proceeds of notes payable of

$235.9 million net of debt issuance costs offset by purchase of treasury stock of $44.0 million and payment of notes payable of $8.2 million.
 

The effect of exchange rates on the cash balances of currencies held in foreign denominations for year ended December 31, 2015 was a decrease of
$113,000.

 
Year ended December 31, 2014
Net cash provided by operating activities of $30.9 million for the year ended December 31, 2014 was primarily due to a net income of $13.1 million,

non-cash expenses totaling $11.7 million (which includes an intangible assets impairment of $5.6 million, an increase in deferred charges of $3.2 million,
stock-based compensation expense of $2.3 million, and depreciation and amortization of $1.1 million), cash provided by an increase in collaboration
obligation of $6.0 million, and net changes in other assets and liabilities of $3.7 million, offset by cash used in net changes in receivables and payables of
$3.7 million.

 
Net cash provided by investing activities of $13.0 million for the year ended December 31, 2014 was primarily the result of a decrease in restricted cash

of $25.8 million, cash from matured investments of $14.7 million, and proceeds from investment sales of $1.7 million, offset by investment purchases of
$29.2 million.

 
Net cash used in financing activities of $15.4 million for the year ended December 31, 2014 was primarily due to the payment of notes payable of $24.9

million, offset by proceeds of $5.3 million from our “at-the-market” stock offering and proceeds of $3.8 million from the exercise of employee stock options.
 

The effect of exchange rates on the cash balances of currencies held in foreign denominations for year ended December 31, 2014 was a decrease of
$904,000.

 
Year ended December 31, 2013
Net cash used in operating activities was $4.2 million for the year ended December 31, 2013. This reflected cash provided by net income of $7.0 million,

non-cash stock based compensation of $1.7 million, depreciation and amortization of $1.5 million, offset by non-cash unrealized currency translation gains
of $2.0 million, an increase in accounts receivable of $4.0 million, and a decrease in both accrued expenses and deferred revenue of $4.7 million and $3.1
million, respectively.
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Net cash used in investing activities of $12.6 million for the year ended December 31, 2013 primarily reflected a $9.6 million increase in restricted cash
and a $2.9 million increase in purchases of investments net of maturities and proceeds.

 
Net cash provided by financing activities of $10.6 million for the year ended December 31, 2013 primarily reflected proceeds of $5.3 million from our

“at-the-market” stock offering, and proceeds of $2.3 million from the exercise of employee stock options.
 

The effect of exchange rates on the cash balances of currencies held in foreign denominations for year ended December 31, 2013 was a decrease of $1.7
million.

 
Commitments and Contractual Obligations

The following table summarizes our significant contractual obligations as of December 31, 2015:
 

(In thousands of U.S. dollars)   Total    
Less than

1 year    
1 - 3

years    
3 - 5 
years    

More than
5 years  

Loans  $ 267,582  $ 42,582  $ 50,000  $ 50,000  $ 125,000 
Interest on loans   86,995   20,050   33,859   25,609   7,477 
Operating lease commitments   7,341   1,781   1,598   1,912   2,050 
Uncertain tax positions (1)   3,061   -   -   -   - 
  $ 364,979  $ 64,413  $ 85,457  $ 77,521  $ 134,527 

 
(1) The Company presently does not expect to settle any of this amount within the next twelve months in cash. It is reasonably possible that $1.3 million
of the liability for unrecognized tax benefits will decrease within the next 12 months and the remaining $1.8 million in an unknown future period.
 
The table above does not include any contingent liability under the agreement with Numab in the event that Numab defaults under its loan with Zurcher

Kantonalbank up to a maximum potential amount of $2.2 million. As of December 31, 2015, the potential amount of payments in the event of Numab’s
default was $1.5 million (see note 17 in the Notes to Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K).
 
Off-Balance Sheet Arrangements

As of December 31, 2015, we did not have any off-balance sheet arrangements, as such term is defined in Item 303(a)(4) of Regulation S-K under the
Securities Act of 1934, as amended.

 
Funding Requirements

We may need substantial amounts of capital to continue growing our business. We may require this capital, among other things, to fund:
· our share of the on-going development program of AMITIZA;
· research, development, manufacturing, regulatory and marketing efforts for our other products and product candidates, including the RTU-009 VAP-1

inhibitor compound;
· the costs involved in obtaining and maintaining proprietary protection for our products, technology and know-how, including litigation costs and the

results of such litigation;
· activities to resolve our on-going legal matters;
· any option and milestone payments under general option and licensing ventures, including our exclusive option and collaboration agreement with

CPP;
· other business development activities, including partnerships, alliances and investments in or acquisitions of other businesses, products and

technologies;
· the expansion of our commercialization activities including the purchase of inventory; and
· the payment of principal and interest under our loan obligations.

 
The timing of these funding requirements is difficult to predict due to many factors, including the outcomes of our preclinical and clinical research and

development programs and when those outcomes are determined, the timing of obtaining regulatory approvals and the presence and status of competing
products. Our capital needs may exceed the capital available from our future operations, collaborative and licensing arrangements and existing liquid assets.
Our future capital requirements and liquidity will depend on many factors, including, but not limited to:

 
· the cost and time involved to pursue our research and development programs;
· our ability to establish collaborative arrangements and to enter into licensing agreements and contractual arrangements with others; and
· any future change in our business strategy.
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To the extent that our capital resources may be insufficient to meet our future capital requirements, we may need to finance our future cash needs through
at-the-market sales, public or private equity offerings, further debt financings or corporate collaboration and licensing arrangements.

 
At December 31, 2015, based upon our current business plan, we believe we have sufficient liquidity for the next 12 months.

 
Effects of Foreign Currency

We currently receive a portion of our revenue, incur a portion of our operating expenses, and have assets and liabilities in currencies other than the U.S.
Dollar, the reporting currency for our Consolidated Financial Statements. As such, the results of our operations could be adversely affected by changes in
exchange rates either due to transaction losses, which are recognized in the statement of operations, or translation losses, which are recognized in
comprehensive income. We currently do not hedge foreign exchange rate exposure via derivative instruments.
 
Accounting Pronouncements

Refer to note 2 in the Notes to Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K.
 
ITEM 7A. Quantitative and Qualitative Disclosures about Market Risk
 
Foreign Currency Exchange Rate Risk

We are subject to foreign exchange risk for revenues and expenses denominated in foreign currencies. Foreign currency risk arises from the fluctuation of
foreign exchange rates and the degree of volatility of these rates relative to the U.S. Dollar. We do not currently hedge our foreign currency transactions via
derivative instruments.
 
Interest Rate Risk

Our exposure to market risks associated with changes in interest rates relates to both (i) the amount of interest income earned on our investment portfolio,
and (ii) the amount of interest payable by us under the Credit Facility. These risks offset each other somewhat; for example, rising interest rates would
increase both the amounts earned on our investments and amounts due under the Term Loans.

 
With respect to our investments, our goal is to ensure the safety and preservation of invested funds by limiting default risk, market risk and reinvestment

risk. We attempt to mitigate default risk by investing in investment grade securities. A hypothetical one percentage point decline in interest rates would not
have materially affected the fair value of our interest-sensitive financial instruments as of December 31, 2015.

 
In connection with our acquisition of R-Tech, we incurred the Term Loans in the aggregate principal amount of $250.0 million. As described in further

detail in note 18, the Term Loans bear interest at a variable rate calculated by reference to the Federal Funds Rate or LIBOR, at our option. Accordingly,
increases in these published rates would increase our interest payments under the Term Loans. Because no interest payments were due under the Term Loans
in 2015, a hypothetical one percentage point increase in interest rates would not have materially affected our financial condition as of December 31, 2015

 
We do not use derivative financial instruments for trading or speculative purposes. However, we regularly invest excess cash in overnight repurchase

agreements that are subject to changes in short-term interest rates. We believe that the market risk arising from holding these financial instruments is minimal.
 
Credit Risk

Our exposure to credit risk generally consists of cash and cash equivalents, restricted cash, investments and receivables. We place our cash, cash
equivalents and restricted cash with what we believe to be highly rated financial institutions and invest the excess cash in highly rated investments. Our
investment policy limits investments to certain types of debt and money market instruments issued by institutions primarily with investment grade credit
ratings and places restriction on maturities and concentrations by asset class and issuer.

 
Our exposure to credit risk also extends to strategic investments made as part of our ongoing business development activities, such as the investment of

$5.0 million in CPP in the form of a convertible note made in January 2016. A more detailed discussion of this arrangement is set forth under the heading
“CPP Agreement”.

 
As of December 31, 2015 and December 31, 2014, approximately 3.6% and 33.6%, respectively, of our cash, cash equivalents, restricted cash and

investments is issued or insured by the federal government or government agencies. We have not experienced any losses on these accounts related to
amounts in excess of insured limits.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
 

The Consolidated Financial Statements and related financial statement schedules required by this item are included beginning on page F-1 of this report.
 
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

 
None.

 
ITEM 9A. CONTROLS AND PROCEDURES
 
Evaluation of Disclosure Controls and Procedures

Our management, under the supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, performed an evaluation of
the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act)
as of December 31, 2015. In designing and evaluating such controls, management recognizes that any controls and procedures, no matter how well designed
and operated, can provide only reasonable assurance of achieving their objectives and management necessarily applies its judgment in evaluating the
benefits of possible controls and procedures relative to their costs. Based upon the evaluation we carried out, our Chief Executive Officer and Chief Financial
Officer have concluded that, as of December 31, 2015, our disclosure controls and procedures were effective to provide reasonable assurance that the
information required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified under the applicable rules and forms of the SEC, and that such information is accumulated and communicated to
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosures.

 
Changes in Internal Controls Over Financial Reporting

There were no changes in our internal control over financial reporting during the year ended December 31, 2015 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
 
Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (defined in Rules 13a-15(f) or 15d-
15(f) under the Exchange Act) for our company. Our management assessed the effectiveness of our internal control over financial reporting as of December
31, 2015. In making this assessment, our management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission,
or COSO, in Internal Control-Integrated Framework (2013). Based on this evaluation, management concluded that our internal control over financial
reporting was effective as of December 31, 2015.

 
Management’s assessment of and conclusion on the effectiveness of (1) disclosure controls and procedures and (2) internal controls over financial

reporting did not include the internal controls related to the operations acquired in the acquisition of R-Tech, which is included in our 2015 consolidated
financial statements and constituted total and net assets of $301.4 million and $217.6 million, respectively, as of December 31, 2015, and revenues and net
loss of $11.8 million and $4.7 million, respectively, for the year then ended.

 
The effectiveness of our internal control over financial reporting as of December 31, 2015 has been audited by Ernst & Young LLP, an independent

registered public accounting firm, as stated in their report which appears herein.
 
ITEM 9B. OTHER INFORMATION
 

On March 2, 2015, Ms. Barbara Munder advised the Board that she would not stand for election at the 2016 annual meeting of stockholders and will
resign effective May 31, 2016 from the Board of Directors. The Board has decided to reduce the size of the Board from seven to six members effective upon
such resignation and will determine if there is a need to increase the size of the Board in the future.
 

PART III
 
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
 

The following information will be included in our proxy statement, or Proxy Statement, for our 2016 Annual Meeting of Stockholders to be filed within
120 days after the fiscal year end of December 31, 2015, and is incorporated herein by reference:

· Information regarding our directors required by this item will be set forth under the heading “Election of Directors”;
· Information regarding our executive officers required by this item will be set forth under the heading “Executive Officers”;
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· Information regarding our Audit Committee and designated “audit committee financial expert” will be set forth under the heading “Corporate
Governance Principles and Board Matters, Board Structure and Committee Composition — Audit Committee;” and

· Information regarding Section 16(a) beneficial ownership reporting compliance will be set forth under the heading “Section 16(a) Beneficial
Ownership Reporting Compliance.”

 
Code of Ethics

We have adopted codes of ethics and business conduct that applies to our employees, including our principal executive officer, principal financial and
accounting officer and persons performing similar functions. Our codes of ethics and business conduct can be found posted in the investors section on our
website at http://www.sucampo.com.

 
ITEM 11. EXECUTIVE COMPENSATION

 
The information required by this item is incorporated by reference to the information provided under the heading “Executive Compensation” of our

Proxy Statement for our 2016 Annual Meeting of Stockholders.
 
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

 
The information regarding security ownership of our beneficial owners, management and related stockholder matters is incorporated into this section

by reference from the section captioned “Stock Ownership Information” in our Proxy Statement for our 2016 Annual Meeting of Stockholders. The
information regarding the securities authorized for issuance under our equity compensation plan is incorporated into this section by reference from the
section captioned “Equity Compensation Plan Information” in our Proxy Statement for our 2016 Annual Meeting of Stockholders.
 
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

 
The information regarding certain relationships and related transactions is incorporated by reference to the information provided under the heading

“Related Party Transactions” in our Proxy Statement for our 2016 Annual Meeting of Stockholders. The information regarding director independence is
incorporated by reference to the information provided under the heading “Corporate Governance Principles and Board Matters, Board Structure and
Committee Composition – Board Determination of Independence” in our proxy statement for our 2016 Annual Meeting of Stockholders.
 
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

 
The information required by this item is incorporated by reference to the information provided under the heading “Independent Registered Public

Accounting Firm’s Fees” and “Pre-Approval Policy and Procedures” in our Proxy Statement for our 2016 Annual Meeting of Stockholders.
 

PART IV
 
 

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
 

(a) The following financial statements, financial statement schedule and exhibits are filed as part of this report or incorporated herein by reference:
(1) Consolidated Financial Statements. See Index to Consolidated Financial Statements on page F-1.
(2) Financial Statement Schedule: Schedule II – Valuation and Qualifying Accounts on page F-41. All other schedules are omitted because

they are not applicable, not required or the information required is shown in the financial statements or notes thereto.
(3) Exhibits. See subsection (b) below.

(b) Exhibits. The following exhibits are filed or incorporated by reference as part of this report.
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Exhibit           
Number  Description  Form  File No.  Exhibit  Filing Date
2.1

 

Agreement and Plan of Reorganization, dated as of December 29,
2008, among the Company, Sucampo Pharma Holdings, Inc. and
Sucampo MS, Inc.  

8-K  001-33609  2.1  12/29/2008

           
2.2

 

Stock Purchase Agreement, dated December 23, 2010, among Dr.
Ryuji Ueno, as trustee of the Ryuji Ueno Revocable Trust under Trust
Agreement dated December 20, 2002, Dr. Sachiko Kuno as trustee of
the Sachiko Kuno Revocable Trust under Trust Agreement dated
December 20, 2002, Dr. Ryuji Ueno, Dr. Sachiko Kuno, Ambrent
Investments S.à.r.l., and Sucampo Pharmaceuticals, Inc.  

8-K  001-33609  2.1  12/29/2010

           
2.3#

 

Strategic Alliance Agreement, dated as of August 26, 2015, among
Sucampo Pharmaceuticals, Inc., Sucampo Pharma, LLC and R-Tech
Ueno, Ltd.  

10-Q  001-33609  10.2  11/4/2015

           
2.4#

 

Share Purchase Agreement, dated August 26, 2015,  among Dr. Ryuji
Ueno, Dr. Sachiko Kuno, S&R Technology Holdings, LLC, and
Sucampo Pharmaceuticals, Inc.  

10-Q  001-33609  10.3  11/4/2015

           
3.1  Certificate of Incorporation  8-K  001-33609  3.1  12/29/2008
           
3.2  Certificate of Amendment  8-K  001-33609  3.2  12/29/2008
           
3.3  Amended and Restated Bylaws  8-K  001-33609  3.3  8/2/2013
           
4.1

 
Specimen Stock Certificate evidencing the shares of class A common
stock  

S-1/A  333-135133  4.1  2/1/2007

           
10.1^  Amended and Restated 2001 Stock Incentive Plan  S-1  333-135133  10.1  6/19/2006
           
10.2^  Amended and Restated 2006 Stock Incentive Plan  10-Q  001-33609  10.2  11/14/2007
           
10.3^  2006 Employee Stock Purchase Plan  S-1/A   333-135133  10.3  10/20/2006
           
10.4^  Form of Investor Rights Agreement  S-1   333-135133  10.16  6/19/2006
           
10.5*

 
Collaboration and License Agreement, dated October 29, 2004,
between the Company and Takeda Pharmaceutical Company Limited  

S-1   333-135133  10.21  6/19/2006

           
10.6*

 
Agreement, dated October 29, 2004, among the Company, Takeda
Pharmaceutical Company Limited and Sucampo AG  

S-1   333-135133  10.22  6/19/2006

           
10.7*

 
Supply Agreement, dated October 29, 2004, among the Company,
Takeda Pharmaceutical Company Limited and R-Tech Ueno, Ltd.  

S-1   333-135133  10.23  6/19/2006

           
10.8*

 

Supply and Purchase Agreement, dated January 25, 2006, among the
Company, Takeda Pharmaceutical Company Limited and R-Tech
Ueno, Ltd.  

S-1   333-135133  10.24  6/19/2006
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10.9*
 

Supplemental Agreement, dated February 1, 2006, between the
Company and Takeda Pharmaceutical Company Limited  

S-1   333-135133  10.25  6/19/2006

           
10.10

 
Letter agreement, dated January 29, 2007, between the Company and
Takeda Pharmaceutical Company Limited  

S-1/A   333-135133  10.36  5/14/2007

           
10.11*

 
Supply Agreement, dated February 19, 2009, between Sucampo
Pharma Ltd. and Abbott Japan Co. Ltd.  

10-K  001-33609  10.43  3/16/2009

           
10.12

 

Subordinated Unsecured Promissory Note, dated December 23, 2010,
between Ambrent Investments S.à.r.l., as borrower, and Ryuji Ueno
Revocable Trust Under Trust Agreement dated December 20, 2002, as
lender  

8-K  001-33609  10.1  12/29/2010

           
10.13

 

Subordinated Unsecured Promissory Note, dated December 23, 2010,
between Ambrent Investments S.à.r.l., as borrower, and Sachiko Kuno
Revocable Trust Under Trust Agreement dated December 20, 2002, as
lender  

8-K  001-33609  10.2  12/29/2010

           
10.14*

 
Loan Guarantee and Development Agreement, dated September 8,
2011, between Numab AG and Sucampo AG  

10-K  001-33609  10.58  3/15/2012

           
10.15

 
Master Lease Agreement, effective as of January 31, 2012, between
Sucampo AG and Numab AG  

10-Q  001-33609  10.1  5/10/2012

           
10.16

 
Lease Agreement, dated December 18, 2006, between the Company
and EW Bethesda Office Investors, LLC  

10-K  001-33609  10.29  3/27/2008

           
10.17^

 
Form of Indemnification Agreement, dated December 31, 2012,
between the Company and an indemnitee  

8-K  001-33609  99.6  1/7/2013

           
10.18^

 
Employment Agreement, dated February 10, 2014, between the
Company and Peter Greenleaf  

10-K  001-33609  10.70  3/12/2014

           
10.19*

 

Settlement and License Agreement, dated September 30, 2014, among
the Company, Sucampo AG, R-Tech Ueno, Ltd., Takeda
Pharmaceutical Company Limited, Takeda Pharmaceuticals USA, Inc.,
Takeda Pharmaceuticals America, Inc., Anchen Pharmaceuticals, Inc.,
Par Pharmaceutical, Inc. and Par Pharmaceutical Companies, Inc.  

10-Q  001-33609  10.2  11/7/2014

           
10.20*

 
Manufacturing and Supply Agreement, dated September 30, 2014,
between Sucampo AG and Par Pharmaceutical, Inc.  

10-Q  001-33609  10.3  11/7/2014

           
10.21*

 

Amendment No. 1, dated September 30, 2014, to Collaboration and
License Agreement dated October 29, 2004 and Supplemental
Agreement, dated February 1, 2006, between Sucampo Pharma
Americas, LLC and Takeda Pharmaceutical Company Limited  

10-Q  001-33609  10.4  11/7/2014

           
10.22

 

Amendment No. 1, dated September 30, 2014, to the Agreement dated
October 29, 2004, between Sucampo Pharma Americas, LLC, Takeda
Pharmaceutical Company Limited and Sucampo AG  

10-Q  001-33609  10.5  11/7/2014

           
10.23*

 

Amendment No. 1, dated September 30, 2014, to Supply Agreement
dated October 29, 2004, Supply and Purchase Agreement dated
January 25, 2006 and the Addendum to the Supply and Purchase
Agreement dated November 6, 2013, among Sucampo Pharma
Americas, LLC, Takeda Pharmaceutical Company Limited and R-Tech
Ueno, Ltd.  

10-Q  001-33609  10.6  11/7/2014
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10.24*

 

License, Development, Commercialization and Supply Agreement For
Lubiprostone, dated October 27, 2014, between Sucampo AG and
Takeda Pharmaceuticals International GmbH Limited  

10-K  001-33609  10.79  3/9/2015

           
10.25^

 
Employment Agreement, dated as of October 27, 2014, between the
Company and Dr. Peter Kiener  

10-K  001-33609  10.80  3/9/2015

           
10.26^

 
Employment Agreement, dated as of October 27, 2014, between the
Company and Matthias Alder  

10-K  001-33609  10.81  3/9/2015

           
10.27^

 
Employment Agreement, dated as of October 27, 2014, between the
Company and Dr. Steven Caffé  

10-K  001-33609  10.82  3/9/2015

           
10.28^

 
Employment Agreement, dated as of October 27, 2014, between
Sucampo AG and Peter Lichtlen  

10-K  001-33609  10.84  3/9/2015

           
10.29^

 

Registration Rights Agreement, dated January 15, 2015, among the
Company, S&R Technology Holdings, LLC, S&R Foundation, Dr.
Ryuji Ueno and Dr. Sachiko Kuno  

S-3   333-135133  10.1  1/16/2015

           
10.30*

 

Stipulation and License Agreement, dated February 5, 2015, among
the Company, Sucampo AG,  R-Tech Ueno, Ltd. and Par
Pharmaceutical, Inc.  

10-K  001-33609  10.88  3/9/2015

           
10.31*

 
Manufacturing and Supply Agreement, dated as of February 5, 2015,
between Sucampo AG and Par Pharmaceutical, Inc.  

10-K  001-33609  10.89  3/9/2015

           
10.32*

 
Office Lease Agreement, dated May 5, 2015, between Four Irvington
Centre Associations, LLC and Sucampo Pharmaceuticals, Inc.  

10-Q  001-33609  10.1  8/5/2015

           
10.33*

 

License, Development, Commercialization And Supply Agreement For
Lubiprostone for People's Republic of China, dated May 5, 2015,
between Harbin Gloria Pharmaceuticals Co., Ltd. and Sucampo AG  

10-Q  001-33609  10.2  8/5/2015

           
10.34*

 

First Amendment to office Lease Agreement, dated September 14,
2015, between  Four Irvington Centre Associations, LLC and Sucampo
Pharmaceuticals, Inc.  

10-Q  001-33609  10.1  11/4/2015

           
10.35^  Non-employee Director Compensation Summary  Included herewith       
           
10.36^

 
Form Sucampo Pharmaceuticals, Inc. Duration-Based Stock Option
Incentive Award Stock Option Agreement Terms and Conditions  

Included herewith       

           
10.37**

 

Amendment No. 1, dated November 18,  2015 to the License,
Development, Commercialization and Supply Agreement for
Lubiprostone dated October 17, 2014, between Sucampo AG and
Takeda Pharmaceuticals International AG  

Included herewith       
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10.38**

 

Credit Agreement, dated October 16, 2015, among the Company as
borrower, the financial institutions listed therein as Lenders and
Jefferies Finance LLC, as administrative agent and collateral agent for
the Lenders  

Included herewith       

           
10.39**

 
Lease Agreement, dated April 1, 2001, between Ueno Fine Chemicals
and R-Tech Ueno Ltd.  

Included herewith       

           
10.40&

 

New Technology Development Consignment Agreement, dated April
1, 2015, between the Japan Agency for Medical Research and
Development and R-Tech Ueno, Ltd.  

Included herewith       

           
10.41**

 
Manufacturing Agreement, dated May 22, 2004,  between R-Tech
Ueno, Ltd. and Nissan Chemical Industries, Ltd.  

Included herewith       

           
101.[SCH]†  XBRL Taxonomy Extension Schema Document  Included herewith       
           
101.[CAL]†  XBRL Taxonomy Extension Calculation Linkbase Document  Included herewith       
           
101.[LAB]†  XBRL Taxonomy Extension Label Linkbase Document  Included herewith       
           
101.[PRE]†  XBRL Taxonomy Extension Presentation Linkbase Document  Included herewith       
           
21  Subsidiaries of the Company  Included herewith       
           
23.1

 
Consent of Ernst & Young LLP, Independent Registered Public
Accounting Firm  

Included herewith       

           
23.2

 
Consent of PricewaterhouseCoopers LLP, Independent Registered
Public Accounting Firm  

Included herewith       

           
31.1

 
Certification of the Principal Executive Officer, as required by Section
302 of the Sarbanes-Oxley Act of 2002  

Included herewith       

           
31.2

 
Certification of the Principal Financial Officer, as required by Section
302 of the Sarbanes-Oxley Act of 2002  

Included herewith       

           
32.1

 

Certification of the Principal Executive Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002  

Included herewith       

           
32.2

 

Certification of the Principal Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002  

Included herewith       

 
^ Compensatory plan, contract or arrangement.
* Confidential treatment has been granted for portions of this exhibit.
** Confidential treatment has been requested for certain portions of this exhibit. The confidential portions of this exhibit have been omitted and filed
separately with the Securities and Exchange Commission.
& English summary of a foreign language document.
# Pursuant to Item 601(b)(2) of Regulation S-K promulgated by the SEC, certain schedules to this agreement have been omitted. The registrant hereby agrees
to furnish supplementally to the SEC, upon its request, any or all of such omitted schedules.
† Attached as Exhibit 101 to this report are documents formatted in XBRL (Extensible Business Reporting Language).  Users of this data are advised that,
pursuant to Rule 406T of Regulation S-T, the interactive data file is deemed not filed or part of a registration statement or prospectus for purposes of Sections
11 or 12 of the Securities Act of 1933, as amended, is deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and is
otherwise not subject to liability under these sections.
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Signatures
 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

 
  Sucampo Pharmaceuticals, Inc.
   
   
March 10, 2016 By: /s/  PETER GREENLEAF
  Peter Greenleaf
  Chief Executive Officer
  (Principal Executive Officer)

  
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed below by the following persons on behalf

of the registrant and in the capacities and on the dates indicated.
 

Signature  Title  Date
     

/s/  PETER GREENLEAF  
Chief Executive Officer, Chairman of the

Board  March 10, 2016
Peter Greenleaf  (Principal Executive Officer)   

     
     

/s/  ANDREW P. SMITH  Chief Financial Officer  March 10, 2016
Andrew P. Smith  (Principal Financial Officer)   

     
     

/s/  DANIEL P. GETMAN    March 10, 2016
Daniel P. Getman  Director   

     
     

/s/  JOHN JOHNSON    March 10, 2016
John Johnson  Lead Independent Director   

     
     

/s/  BARBARA A. MUNDER    March 10, 2016
Barbara A. Munder  Director   

     
     

/s/  MAUREEN E. O'CONNELL    March 10, 2016
Maureen E. O'Connell  Director   

     
     

/s/  ROBERT SPIEGEL    March 10, 2016
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Report of Ernst & Young LLP,
Independent Registered Public Accounting Firm,
on the Audited Consolidated Financial Statements

 
The Board of Directors and Stockholders of Sucampo Pharmaceuticals, Inc.
 
We have audited the accompanying consolidated balance sheet of Sucampo Pharmaceuticals, Inc. as of December 31, 2015, and the related consolidated
statements of operations and comprehensive income, changes in stockholders’ equity and cash flows for the year then ended. Our audit also included the
financial statement schedule listed in the Index at Item 15(a)(2). These financial statements and schedule are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements and schedule based on our audit.
 
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Sucampo
Pharmaceuticals, Inc. at December 31, 2015, and the consolidated results of its operations and its cash flows for the year then ended, in conformity with U.S.
generally accepted accounting principles. Also, in our opinion, the related financial statement schedule, when considered in relation to the basic financial
statements taken as a whole, presents fairly in all material respects the information set forth therein.
 
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Sucampo Pharmaceuticals, Inc.’s
internal control over financial reporting as of December 31, 2015, based on criteria established in Internal Control-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (2013 framework), and our report dated March 10, 2016 expressed an unqualified
opinion thereon.
 

/s/ Ernst & Young LLP
 
McLean, Virginia
March 10, 2016
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Report of Ernst & Young LLP,
Report of Independent Registered Public Accounting Firm,

Regarding Internal Control Over Financial Reporting
 

The Board of Directors and Stockholders of Sucampo Pharmaceuticals, Inc.
 
We have audited Sucampo Pharmaceuticals, Inc.’s internal control over financial reporting as of December 31, 2015, based on criteria established in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework), (the COSO criteria).
Sucampo Pharmaceuticals, Inc.’s management is responsible for maintaining effective internal control over financial reporting, and for its assessment of the
effectiveness of internal control over financial reporting included in the accompanying Managements Report on Internal Control over Financial Reporting.
Our responsibility is to express an opinion on the company’s internal control over financial reporting based on our audit.
 
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing
and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
 
As indicated in the accompanying Management’s Annual Report on Internal Control Over Financial Reporting, management’s assessment of and conclusion
on the effectiveness of internal control over financial reporting did not include the internal controls of R-Tech Ueno, Ltd., which is included in the 2015
consolidated financial statements of Sucampo Pharmaceuticals, Inc. and constituted $301.4 million and $217.6 million of total and net assets, respectively,
as of December 31, 2015 and $11.8 million and $4.7 million of revenues and net loss, respectively, for the year then ended. Our audit of internal control over
financial reporting of Sucampo Pharmaceuticals, Inc. and subsidiaries also did not include an evaluation of the internal control over financial reporting of R-
Tech Ueno, Ltd.
 
In our opinion, Sucampo Pharmaceuticals, Inc. maintained, in all material respects, effective internal control over financial reporting as of December 31,
2015, based on the COSO criteria.
 
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheet
of Sucampo Pharmaceuticals, Inc. as of December 31, 2015, and the related consolidated statements of operations, comprehensive income, changes in
stockholders’ equity and cash flows for the period ended December 31, 2015 of Sucampo Pharmaceuticals, Inc. and our report dated March 10, 2016
expressed an unqualified opinion thereon.
 

/s/ Ernst & Young LLP
 
McLean, Virginia
March 10, 2016
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Report of Independent Registered Public Accounting Firm
 
To the Board of Directors and Stockholders of Sucampo Pharmaceuticals, Inc.:
 
In our opinion, the consolidated balance sheet as of December 31, 2014 and the related consolidated statements of operations and comprehensive income, of
changes in stockholders’ equity and of cash flows for each of the two years in the period ended December 31, 2014 present fairly, in all material respects, the
financial position of Sucampo Pharmaceuticals, Inc. and its subsidiaries at December 31, 2014, and the results of their operations and their cash flows for each
of the two years in the period ended December 31, 2014, in conformity with accounting principles generally accepted in the United States of America. In
addition, in our opinion, the financial statement schedule for each of the two years in the period ended December 31, 2014 presents fairly, in all material
respects, the information set forth therein when read in conjunction with the related consolidated financial statements. These financial statements and
financial statement schedule are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements
and financial statement schedule based on our audits. We conducted our audits of these statements in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.
 
 
 
/s/ PricewaterhouseCoopers LLP
 
Baltimore, Maryland
March 9, 2016, except for the change in the composition of reportable segments discussed in Note 4 to the consolidated financial statements, as to which the
date is May 6, 2015.
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SUCAMPO PHARMACEUTICALS, INC.
Consolidated Balance Sheets

(In thousands, except share and per share data)
 

  
December 31,

2015  
December 31,

2014
ASSETS:         
Current assets:         

Cash and cash equivalents  $ 108,284  $ 71,622 
Investments, current   -   22,393 
Product royalties receivable   22,792   18,576 
Accounts receivable, net   22,759   5,338 
Deferred charge, current   295   295 
Restricted cash, current   55,218   213 
Inventories, net   33,121   - 
Prepaid expenses and other current assets   8,891   3,411 

Total current assets   251,360   121,848 
Investments, non-current   -   13,540 
Property and equipment, net   6,393   763 
Intangible assets   130,315   151 
Goodwill   60,937   - 
In-process research & development   6,171   - 
Deferred tax assets, non-current   -   1,047 
Deferred charge, non-current   1,400   1,695 
Restricted cash, non-current   -   2,224 
Other assets   605   306 

Total assets  $ 457,181  $ 141,574 
LIABILITIES AND STOCKHOLDERS' EQUITY:         
Current liabilities:         

Accounts payable  $ 11,213  $ 4,143 
Accrued expenses   10,886   8,467 
Deferred revenue, current   676   2,051 
Collaboration obligation   5,623   6,000 
Income tax payable   6,507   1,291 
Notes payable, current   39,083   8,240 
Other current liabilities   14,139   3,618 

Total current liabilities   88,127   33,810 
Notes payable, non-current   213,277   17,578 
Deferred revenue, non-current   1,088   5,118 
Deferred tax liability net, non-current   52,497   820 
Other liabilities   15,743   1,936 

Total liabilities   370,732   59,262 
         
Commitments and contingencies (note 16)         
         
Stockholders' equity:         
Preferred stock, $0.01 par value; 5,000,000 shares authorized at December 31, 2015 and 2014; no shares

issued and outstanding at December 31, 2015 and 2014, respectively   -   - 
Class A common stock, $0.01 par value; 270,000,000 shares authorized at December 31, 2015 and 2014;

45,509,150 and 44,602,988 shares issued and outstanding at December 31, 2015 and 2014, respectively   455   446 
Class B common stock, $0.01 par value; 75,000,000 shares authorized at December 31, 2015 and 2014;  no

shares issued and outstanding at December 31, 2015 and 2014, respectively   -   - 
Additional paid-in capital   99,212   83,646 
Accumulated other comprehensive income   13,412   14,265 
Treasury stock, at cost; 3,009,942 and 524,792 shares at December 31, 2015 and 2014, respectively   (46,269)   (2,313)
Retained earnings (Accumulated deficit)   19,639   (13,732)

Total stockholders' equity   86,449   82,312 
Total liabilities and stockholders' equity  $ 457,181  $ 141,574 
 

The accompanying notes are an integral part of these Consolidated Financial Statements.
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SUCAMPO PHARMACEUTICALS, INC.
Consolidated Statements of Operations and Comprehensive Income

(In thousands, except per share data)
 
  Year Ended December 31,
  2015  2014  2013
Revenues:             

Product royalty revenue  $ 74,138  $ 62,775  $ 52,100 
Product sales revenue   66,276   33,252   16,425 
Research and development revenue   10,199   7,246   20,354 
Contract and collaboration revenue   2,567   8,817   654 
Co-promotion revenue   -   3,360   61 

Total revenues   153,180   115,450   89,594 
             
Costs and expenses:             

Costs of goods sold   36,731   16,269   12,402 
Intangible assets impairment   -   5,631   - 
Research and development   33,631   20,566   21,524 
General and administrative   35,517   31,230   25,413 
Selling and marketing   2,842   14,523   21,059 

Total costs and expenses   108,721   88,219   80,398 
             
Income from operations   44,459   27,231   9,196 
Non-operating income (expense):             

Interest income   181   172   124 
Interest expense   (6,854)   (1,520)   (1,894)
Other income, net   5,889   1,250   3,517 

Total non-operating income (expense), net   (784)   (98)   1,747 
             
Income before income taxes   43,675   27,133   10,943 
Income tax provision   (10,304)   (14,005)   (3,928)
Net income  $ 33,371  $ 13,128  $ 7,015 
             
Net income per share:             

Basic  $ 0.76  $ 0.30  $ 0.17 
Diluted  $ 0.73  $ 0.29  $ 0.16 

Weighted average common shares outstanding:             
Basic   44,150   43,691   41,716 
Diluted   45,680   44,506   42,544 

             
Comprehensive income:             
Net income  $ 33,371  $ 13,128  $ 7,015 
Other comprehensive income (loss):             

Unrealized gain (loss) on pension benefit obligation   105   (978)   - 
Unrealized gain (loss) on investments, net of tax effect   7   (7)   2 
Foreign currency translation   (965)   (351)   (567)

Total comprehensive income  $ 32,518  $ 11,792  $ 6,450 
 

The accompanying notes are an integral part of these Consolidated Financial Statements.
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SUCAMPO PHARMACEUTICALS, INC.
Consolidated Statements of Changes in Stockholders’ Equity

(In thousands, except share data)
 
        Accumulated      Retained   
  Class A  Additional Other      Earnings  Total
  Common Stock  Paid-In  Comprehensive Treasury Stock  (Accumulated Stockholders'
  Shares  Amount Capital  Income (Loss)  Shares  Amount  Deficit)  Equity
Balance at December 31, 2012   41,964,905   420   62,521   16,166   457,030   (1,977)  (33,875)   43,255 
Employee stock option expense   -   -   1,744   -   -   -   -   1,744 
Stock issued upon exercise of stock options   597,836   5   2,332   -   -   -   -   2,337 
Stock issued under employee stock purchase plan   3,625   -   25   -   -   -   -   25 
Stock issued under "at-the-market" offering   749,383   7   5,274   -   -   -   -   5,281 
Foreign currency translation   -   -   -   (567)   -   -   -   (567)
Unrealized loss on investments, net of tax effect   -   -   -   2   -   -   -   2 
Windfall tax benefit from stock-based compensation  -   -   213   -   -   -   -   213 
Treasury stock, at cost   -   -   -   -   67,762   (336)  -   (336)
Net income   -   -   -   -   -   -   7,015   7,015 
Balance at December 31, 2013   43,315,749   432   72,109   15,601   524,792   (2,313)  (26,860)   58,969 
Employee stock option expense   -   -   2,287   -   -   -   -   2,287 
Stock issued upon exercise of stock options   742,865   9   3,780   -   -   -   -   3,789 
Stock issued under employee stock purchase plan   5,853   -   36   -   -   -   -   36 
Stock issued under "at-the-market" offering   538,521   5   5,321   -   -   -   -   5,326 
Windfall tax benefit from stock-based compensation  -   -   113   -   -   -   -   113 
Unrealized loss on pension benefit obligation   -   -   -   (978)   -   -   -   (978)
Unrealized loss on investments, net of tax effect   -   -   -   (7)   -   -   -   (7)
Foreign currency translation   -   -   -   (351)   -   -   -   (351)
Net income   -   -   -   -   -   -   13,128   13,128 
Balance at December 31, 2014   44,602,988   446   83,646   14,265   524,792   (2,313)  (13,732)   82,312 
Employee stock option expense   -   -   7,349   -   -   -   -   7,349 
Stock issued upon exercise of stock options   897,077   9   5,614   -   -   -   -   5,623 
Stock issued under employee stock purchase plan   9,085   -   128   -   -   -   -   128 
Windfall tax benefit from stock-based compensation  -   -   2,475   -   -   -   -   2,475 
Unrealized gain on pension benefit obligation   -   -   -   105   -   -   -   105 
Unrealized gain on investments, net of tax effect   -   -   -   7   -   -   -   7 
Foreign currency translation   -   -   -   (965)   -   -   -   (965)
Treasury stock, at cost   -   -   -   -   2,485,150   (43,956)  -   (43,956)
Net income   -   -   -   -   -   -   33,371   33,371 
Balance at December 31, 2015   45,509,150  $ 455  $ 99,212  $ 13,412   3,009,942  $ (46,269) $ 19,639  $ 86,449 
 

The accompanying notes are an integral part of these Consolidated Financial Statements.
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SUCAMPO PHARMACEUTICALS, INC.
Consolidated Statements of Cash Flows

(In thousands)
 
  Year Ended December 31,
  2015  2014  2013
Cash flows from operating activities:             

Net income  $ 33,371  $ 13,128  $ 7,015 
Adjustments to reconcile net income to net cash provided by (used in) operating activities:             

Depreciation and amortization   10,580   1,090   1,488 
Intangible assets impairment   -   5,631   - 
Deferred tax provision (benefit)   (9,779)   770   (1,678)
Deferred charge   295   3,223   673 
Stock-based compensation   7,349   2,287   1,744 
Amortization of premiums on investments   121   82   110 
Foreign currency remeasurement gain   (3,687)   (1,146)   (2,023)
Shortfall from stock-based compensation   (70)   (227)   - 
Windfall benefit from stock-based compensation   (2,547)   -   - 
Transfer and assignment of licensing rights   (2,000)   -   - 

Changes in operating assets and liabilities:             
Accounts receivable   (8,481)   67   (4,047)
Unbilled accounts receivable   (668)   -   732 
Product royalties receivable   (4,216)   (3,747)   (654)
Inventory   (1,436)   206   (163)
Income taxes receivable and payable, net   1,110   592   560 
Accounts payable   (1,723)   (3,437)   2,242 
Accrued expenses   395   2,868   (4,685)
Deferred revenue   (5,351)   (191)   (3,126)
Collaboration obligation   (377)   6,000   - 
Accrued interest payable   (25)   (32)   (32)
Other assets and liabilities, net   5,724   3,714   (2,365)

Net cash provided by (used in) operating activities   18,585   30,878   (4,209)
Cash flows from investing activities:             

Purchases of investments   (39,775)   (29,153)   (10,127)
Proceeds from the sales of investments   45,062   1,700   755 
Maturities of investments   30,554   14,650   6,485 
Tenant improvement allowance   (1,880)   -   - 
Purchases of property and equipment   (3,557)   (66)   (168)
Transfer and assignment of licensing rights   2,000   -   - 
Changes in restricted cash   (2,368)   25,828   (9,561)
Acquisition, net of acquired cash   (161,187)   -   - 

Net cash provided by (used in) investing activities   (131,151)   12,959   (12,616)
Cash flows from financing activities:             

Proceeds from notes payable, net of debt issuance costs   235,911   -   10,600 
Repayment of notes payable   (8,236)   (24,904)   (7,539)
Changes in restricted cash   (42,676)         
Proceeds from exercise of stock options   5,623   3,789   2,337 
Proceeds from employee stock purchase plan   128   36   25 
Proceeds from "at-the market" stock issuance   -   5,326   5,281 
Purchase of treasury stock   (43,956)   -   (336)
Windfall benefit from stock-based compensation   2,547   340   213 

Net cash provided by (used in) financing activities   149,341   (15,413)   10,581 
Effect of exchange rates on cash and cash equivalents   (113)   (904)   (1,676)
Net increase (decrease) in cash and cash equivalents   36,662   27,520   (7,920)
Cash and cash equivalents at beginning of period   71,622   44,102   52,022 
Cash and cash equivalents at end of period  $ 108,284  $ 71,622  $ 44,102 
Supplemental cash flow disclosures:             

Cash paid for interest  $ 5,983  $ 129  $ 156 
Tax refunds received  $ 423  $ 76  $ 103 
Tax payments made  $ 17,621  $ 9,166  $ 4,939 

 
The accompanying notes are an integral part of these Consolidated Financial Statements.
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1. Business Organization and Basis of Presentation
 
Description of the Business

Sucampo Pharmaceuticals, Inc., (Company) is a global biopharmaceutical company focused on innovative research and development of proprietary
drugs to treat gastrointestinal, ophthalmic, autoimmune, and oncology-based inflammatory disorders.

 
The Company currently generates revenue mainly from product royalties, upfront and milestone payments, product sales and reimbursements for

development activities. The Company expects to continue to incur significant expenses for the next several years as the Company continues its research and
development activities, seeks additional regulatory approvals and additional indications for approved products and other compounds and seeks strategic
opportunities for in-licensing new products.

 
AMITIZA is being marketed for three gastrointestinal indications under the collaboration and license agreement (as amended in October 2014, the North

America Takeda Agreement) with Takeda Pharmaceutical Company Limited (Takeda). These indications are chronic idiopathic constipation (CIC) in adults,
irritable bowel syndrome with constipation (IBS-C) in adult women and opioid-induced constipation (OIC) in adults suffering from chronic non-cancer
related pain. Under the North America Takeda Agreement, the Company is primarily responsible for clinical development activities, while Takeda is
responsible for commercialization of AMITIZA in the U.S. and Canada. The Company and Takeda initiated commercial sales of AMITIZA in the U.S. for the
treatment of CIC in April 2006, for the treatment of IBS-C in May 2008 and for the treatment of OIC in May 2013. Takeda is required to provide a minimum
annual commercial investment during the current term of the North America Takeda Agreement and may reduce the minimum annual commercial investment
when a generic equivalent enters the market. In October 2015, Health Canada approved AMITIZA for CIC in adults. In October 2014, the Company and
Takeda executed amendments (Takeda Amendment) to the North America Takeda Agreement which, among other things, extended the term of the North
America Takeda Agreement beyond December 2020. During the extended term, Takeda and the Company will split the annual net sales revenue of the
branded AMITIZA products. In addition, beginning April 2015, the North America Takeda Agreement was amended to terminate the Company’s right to
perform commercialization activities with respect to AMITIZA and Takeda’s obligation to reimburse the Company for such commercialization activities.

 
In Japan, AMITIZA is marketed under a license, commercialization and supply agreement (the Japan Mylan Agreement) that was transferred to Mylan,

Inc. (Mylan) from Abbott Laboratories, Inc. (Abbott), as of February 2015, as part of Mylan’s acquisition of a product portfolio from Abbott. The Company
received approval of its new drug application (NDA) for AMITIZA for the treatment of chronic constipation (CC), excluding constipation caused by organic
diseases, from the Ministry of Health, Labour and Welfare in June 2012 and pricing approval in November 2012. AMITIZA is Japan’s only prescription
medicine for CC. The Company did not experience any significant changes in the commercialization of AMITIZA in Japan as a result of the transfer of the
Japan Mylan Agreement from Abbott to Mylan.

 
In the People’s Republic of China, the Company entered into an exclusive license, development, commercialization and supply agreement (the China

Gloria Agreement) with Harbin Gloria Pharmaceuticals Co., Ltd. (Gloria), for AMITIZA in May 2015. Under the China Gloria Agreement, Gloria is
responsible for all development activities and costs, as well as commercialization and regulatory activities, for AMITIZA in the People’s Republic of China.
The Company will be the exclusive supplier of AMITIZA to Gloria at an agreed upon supply price. Upon entering into the China Gloria Agreement, the
Company received an upfront payment of $1.0 million. In June 2015, the China Food and Drug Administration accepted an Investigational New Drug (IND)
application for a pivotal trial of AMITIZA in patients with CIC; as a result the Company received an additional payment of $500,000 from Gloria. In addition
to the $1.5 million in payments received and recognized as revenue through June 2015, the Company is eligible to receive an additional payment in the
amount of $1.5 million upon the occurrence of a specified regulatory or commercial milestone event.

 
In October 2014, the Company entered into an exclusive license, development, commercialization and supply agreement (the Global Takeda Agreement)

for lubiprostone with Takeda, through which Takeda has the exclusive rights to further develop and commercialize AMITIZA in all global markets, except
the U.S., Canada, Japan and the People’s Republic of China. Takeda became the marketing authorization holder in Switzerland in April 2015 and is expected
to become the marketing authorization holder in the United Kingdom (U.K.), Austria, Belgium, Germany, Italy, Ireland, Luxembourg, the Netherlands and
Spain in the first half of 2016.

  
Before the execution of the Global Takeda Agreement, the Company retained full rights to develop and commercialize AMITIZA for the rest of the

world’s markets outside of the U.S., Canada and Japan. In the U.K., the Company received approval in September 2012 from the Medicines and Healthcare
Products Regulatory Agency (MHRA) for the use of AMITIZA to treat CIC. The Company made AMITIZA available in the U.K. in the fourth quarter of 2013.
In 2014, the Company resubmitted an application to the MHRA for approval of the OIC indication following its initial decision to not approve in March
2014. In January 2016, the Company received notification from the MHRA that the appeal for the OIC indication was not approved. The Company will not
pursue additional filings in the U.K. at this time. In July 2014, National Institute of Health and Care Excellence (NICE) published the technology appraisal
guidance recommending the use of AMITIZA in the treatment of CIC and associated symptoms in adults who have failed laxatives. In January 2015, the
Company successfully completed the European mutual recognition procedure (MRP) for AMITIZA for the treatment of CIC in select European countries,
resulting in a recommendation for marketing authorization.
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In Switzerland, AMITIZA was approved to treat CIC in 2009. In 2012, the Company reached an agreement with the Bundesamt fur Gesundheit, (BAG),
the Federal Office of Public Health in Switzerland, on a reimbursement price for AMITIZA in Switzerland, and began active marketing in the first quarter of
2013. Since February 2012, AMITIZA has also been available through a Named Patient Program throughout the European Union, Iceland and Norway. In
February 2014, the Company announced that the BAG revised several reimbursement limitations with which AMITIZA was first approved for reimbursement
and inclusion in the Spezialitätenliste (SL) to allow all Swiss physicians to prescribe AMITIZA to patients who have failed previous treatments with at least
two laxatives over a nine month period. In July 2014, AMITIZA was approved for the treatment of OIC in chronic, non-cancer adult patients by the
Swissmedic, the Swiss Agency for Therapeutic Products.

 
In October 2015, the Company and Takeda obtained approval of the clinical trial application (CTA) for AMITIZA for the treatment of CIC and IBS-C in

Russia that was submitted in June 2015. In December 2015, a CTA was filed for AMITIZA for the treatment of CIC, IBS-C and OIC in Mexico and South
Korea. The Company expects to initiate phase 3 registration trials in Russia, Mexico, and South Korea in the first half of 2016. An NDA for the treatment of
CIC, IBS-C, and OIC was submitted in Kazakhstan in December 2015.

 
In the U.S., the Company ceased marketing RESCULA in the fourth quarter of 2014 and no product was made available after the March 2015 expiration

date. In May 2015, the Company returned all licenses for unoprostone isopropyl to R-Tech. As part of the acquisition of R-Tech in October 2015, the
Company acquired all rights to RESCULA. RESCULA is being commercialized by Santen Pharmaceutical Co., Ltd in Japan, Dong-A Pharmaceutical, Co.,
Ltd in South Korea and Zuelliq Pharma Co., Ltd in Taiwan.

 
The Company’s other clinical development programs include the following:
 
Lubiprostone Alternate Formulation
The Company has been developing an alternate formulation of lubiprostone for both adult and pediatric patients who are unable to tolerate capsules and

for naso-gastric tube fed patients. Takeda has agreed to fund 100% of the costs, up to a cap, of this alternate formulation work and the Company expects to
initiate a phase 3 trial of the alternate formulation of lubiprostone in the second half of 2016.

 
Lubiprostone for Pediatric Functional Constipation 
The phase 3 program required to support an application for marketing approval of lubiprostone for pediatric functional constipation comprises four

clinical trials, two of which are currently ongoing and are both testing the soft gelatin capsule formulation of lubiprostone in patients 6 to 17 years of age.
The first of the two trials is a pivotal 12-week, randomized, placebo-controlled trial which was initiated in December 2013. The second trial is a follow-on,
long-term safety extension trial that was initiated in March 2014. Following the successful completion of the phase 3 trial for the alternative formulation of
lubiprostone, as described above, the Company is also planning to initiate two additional trials in its phase 3 program for pediatric functional constipation,
which will be in children aged 6 months to less than 6 years testing the alternative formulation. Takeda has agreed to fund 70% of the costs, up to a cap, of
this pediatric functional constipation program.

 
Cobiprostone for Oral Mucositis
In May 2015, the U.S. FDA granted Fast Track Designation for cobiprostone for the prevention of OM. In September 2015, the Company initiated a

phase 2a clinical trial in the U.S. of cobiprostone oral spray for the prevention of OM in patients suffering from HNC receiving concurrent RT and CT.
 
Cobiprostone for Proton Pump Inhibitor-Refractory Non-Erosive Reflux Disease (NERD)/symptomatic Gastroesophageal Reflux Disease (sGERD)
In December 2014, the Company initiated a phase 2a clinical trial in Japan for cobiprostone in NERD/sGERD patients who have had a non-satisfactory

response to proton pump inhibitors. The Company expects to announce top-line data from this study in the first half of 2016.
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VAP-1 Inhibitor for RTU-1096
RTU-1096 is an oral compound under development for the treatment of nonalcoholic steatohepatitis (NASH), chronic obstructive pulmonary disease

(COPD), diabetic macular edema (DME) and diabetic retinopathy (DR) and immune-oncology. In the first quarter of 2016, the phase 1 trial has been
completed in healthy individuals that evaluated the safety and pharmacokinetics and the results will be accessed in the first half of 2016. The Company will
also look to generate additional preclinical data in the emerging area of immune-oncology, to support partnership opportunities of combination therapy in
cancer patients of our molecules with check-point pathway inhibitors.

 
VAP-1 Inhibitor for RTU-009 
RTU-009 is a pre-clinical stage, injectable VAP-1 inhibitor that is being studied in acute cerebral infarction as well as ophthalmic diseases. Our next step

would be to complete IND-enabling studies, and thereafter initiate clinical-stage development.
 

Basis of Presentation
The accompanying Consolidated Financial Statements of the Company have been prepared in accordance with generally accepted accounting principles

in the United States of America, (GAAP) and the rules and regulations of the Securities and Exchange Commission, (SEC). The Consolidated Financial
Statements include the accounts of the Company and its wholly owned subsidiaries: Sucampo AG, based in Zug, Switzerland, through which the Company
conducts certain worldwide and European operations; Sucampo Pharma, LLC, based in Tokyo and Osaka, Japan and R-Tech Ueno, Ltd. (acquired October 20,
2015), based in Kobe, Japan through which the Company conducts its Asian operations; Sucampo Pharma Americas LLC, based in Rockville, Maryland,
through which the Company conducts operations in North and South America and Sucampo Pharma Europe, Ltd., based in Oxford, U.K.. All inter-company
balances and transactions have been eliminated.

 
The preparation of financial statements in conformity with GAAP requires management to make estimates that affect the reported amounts of assets and

liabilities at the date of the financial statements, disclosure of contingent assets and liabilities, and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

 
2. Summary of Significant Accounting Policies
 
Principles of Consolidation

The consolidated financial statements include the accounts of Sucampo Pharmaceuticals, Inc. and its wholly owned subsidiaries. All intercompany
accounts and transactions have been eliminated.
 
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make
estimates and assumptions that affect the reported amounts of assets, liabilities and disclosure of contingencies at the date of the financial statements as well
as the reported amounts of revenues and expense during the reporting period. Actual results could differ from those estimates.
 
Cash and Cash Equivalents

For the purpose of the Consolidated Balance Sheets and Consolidated Statements of Cash Flows, cash equivalents include all highly liquid investments
with a maturity of 90 days or less at the time of purchase.

 
Current and Non-Current Investments

Current and non-current investments consist primarily of U.S. government agency securities, certificates of deposit, corporate bonds, municipal securities
and variable rate demand notes, and are classified as current or non-current based on their maturity dates. The Company classifies all investments as
available-for-sale securities and reports unrealized gains or losses, net of related tax effects, in other comprehensive income.

 
Accounts Receivable

Accounts receivable primarily represents amounts due under the North America Takeda Agreement and Japan Mylan Agreement. The Company recorded
an immaterial allowance for doubtful accounts at December 31, 2015 and 2014. Accounts receivable of zero and $779,000 were charged off against the
allowance for doubtful accounts during the years ended December 31, 2015 and 2014, respectively.
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Inventories
Inventories are stated at the lower of cost or net realizable value, using the first-in, first-out convention. Inventories consist of raw material, work-in-

process and finished goods. The Company’s inventories include the direct purchase cost of materials and supplies and manufacturing overhead costs.
 
Restricted Cash

As of December 31, 2015, restricted cash consisted primarily of $25.0 million related to the Credit Facility that requires the Company to maintain $25.0
million in a restricted cash account until at least $35 million of the Term Loans have been repaid or prepaid (see note 17). Further, as part of the R-Tech
acquisition, $17.7 million is held in a restricted cash account for payment of the Ueno and Kuno Trust Notes, which were settled on February 1, 2016 (see
note 17), and $8.2 million is held in restricted cash related to the squeeze out of non-tendering R-Tech shareholders, which was settled in January, 2016.

 
Restricted cash at December 31, 2014 primarily represented collateral pledged to support a loan guarantee and development agreement (Numab

Agreement) between Numab AG (Numab) and Zurcher Kantonalbank, which the Company serves as guarantor; and operating leases with certain financial
institutions. Restricted cash totaled $2.4 million at December 31, 2014.

 
Property and Equipment

Property and equipment are recorded at cost and consist of computer and office machines, furniture and fixtures, IT infrastructure and leasehold
improvements. Depreciation is computed using the straight-line method over the estimated useful lives of the assets. Expenditures for maintenance and
repairs are charged to earnings as incurred. When assets are sold or retired, the related cost and accumulated depreciation are removed from the respective
accounts and any resulting gain or loss is included in earnings.

 
Certain Risks, Concentrations and Uncertainties

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist of cash and cash equivalents, restricted
cash, investments and receivables. The Company places its cash, cash equivalents and restricted cash with highly rated financial institutions and invests its
excess cash in highly rated investments. As of December 31, 2015 and 2014, approximately $5.9 million, or 3.6%, and $37.0 million, or 33.6%, respectively,
of the Company’s cash, cash equivalents, restricted cash and investments were issued or insured by the U.S. government or other government agencies. The
Company has not experienced any losses on these accounts related to amounts in excess of insured limits.

 
Revenues from Takeda, an unrelated party, accounted for 63.3%, 71.3% and 81.3% of the Company’s total revenues for the years ended December 31,

2015, 2014 and 2013, respectively. Accounts receivable and product royalties receivable from Takeda accounted for 78.1% and 88.5% of the Company’s
total accounts receivable and product royalties receivable at December 31, 2015 and 2014. Revenues from another unrelated party, Mylan, accounted for
35.2%, 27.8% and 17.6% of the Company’s total revenues for the years ended December 31, 2015, 2014 and 2013. The Company depends significantly upon
collaborations with Takeda and Mylan, and its activities may be impacted if these relationships are disrupted (see note 19).

 
Fair Value of Financial Instruments

The carrying values of the Company’s financial instruments approximate their fair values based on their short maturities, independent valuations or
internal assessments. The Company’s financial instruments include cash and cash equivalents, restricted cash, current and non-current investments,
receivables, accounts payable, collaboration obligation and accrued expenses. The carrying amounts of the Notes (as defined below) at December 31, 2015
and 2014 did approximate fair value and are classified as a Level 2 instrument.

 
Revenue Recognition

The Company’s revenues are derived primarily from product royalties, product sales, development milestone payments, clinical development activities,
and contract and collaboration activities.

 
Multiple-Element Arrangements
The Company evaluated the multiple deliverables within the AMITIZA agreements in accordance with the guidance of multiple deliverables under ASC

605-25 “Revenue Recognition — Multiple-Element Arrangements” to determine whether the deliverables can be separated for revenue recognition purposes.
The separation criteria include whether the deliverables have standalone value and whether objective reliable evidence of fair value exists. Deliverables that
meet these criteria are considered a separate unit of accounting. Deliverables that do not meet these criteria are combined and accounted for as a single unit of
accounting. The appropriate recognition of revenue is then applied to each separate unit of accounting. The Company’s deliverables under AMITIZA
agreements are more fully described in note 19 below.
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Where agreements include contingent milestones the Company evaluates whether each milestone is substantive. Milestones are considered substantive if
all of the following conditions are met: (1) it is commensurate with either our performance to meet the milestone or the enhancement of the value of the
delivered item or items as a result of a specific outcome resulting from the our performance to achieve the milestone, (2) it relates solely to past performance,
and (3) the value of the milestone is reasonable relative to all the deliverables and payment terms (including other potential milestone consideration) within
the arrangement. Where milestones are not considered substantive their treatment is based on either a time-based or proportional performance model.

 
Research and Development Revenue
The Company applied a time-based model of revenue recognition for cash flows associated with research and development deliverables agreed upon

prior to January 1, 2011 under the North America Takeda Agreement. Under this model, cash flow streams related to each unit of accounting are recognized as
revenue over the estimated performance period. Upon receipt of cash payments, such as development milestones, revenue is recognized to the extent the
accumulated service time has occurred. The remainder is deferred and recognized as revenue ratably over the remaining estimated performance period.

 
For research and development deliverables agreed upon subsequent to January 1, 2011 under the North America Takeda agreement, which are

reimbursable by Takeda at contractually predetermined percentages, the Company recognizes revenue when the underlying research and development
expenses are incurred, assuming all other revenue recognition criteria are met.

 
Product Royalty Revenue
Product royalty revenue represents royalty revenue earned on Takeda’s net sales of AMITIZA under the North America Takeda Agreement, and is

recorded when earned in accordance with the contractual terms, collectability is reasonably assured and all other revenue recognition criteria are met.
 

Product Sales Revenue
Product sales revenue consists of AMITIZA sales under the Japan Mylan Agreement, the North America Takeda Agreement, Global Takeda Agreement,

and prior to the Global Takeda Agreement, by the Company in Europe, and RESCULA sales to Santen in Japan and by the Company in the U.S. Revenue
from AMITIZA product sales is recognized when persuasive evidence of an arrangement exists, delivery has occurred, title to product and associated risk of
loss have passed to the customer, the price is fixed or determinable, and collection from the customer is reasonably assured. The Company did not record
sales deductions and returns for sales of AMITIZA due to the absence of discounts and rebates and the lack of right of return.
 

Co-promotion Revenue
Takeda reimbursements of co-promotion costs under the North America Takeda Agreement, including costs associated with the Company’s specialty

sales force and miscellaneous marketing activities, are recognized as co-promotion revenue as the related costs are incurred and Takeda becomes
contractually obligated to pay the amounts. The Company has determined that it is acting as a principal under this agreement, and as such, records
reimbursements of these amounts on a gross basis as co-promotion revenue. In December 2014, the Company ceased co-promoting AMITIZA as a result of the
amendment to the North America Takeda Agreement.

 
Contract and Collaboration Revenue
Contract and Collaboration revenue relates to development and consulting activities and includes $8.0 million of the upfront payment received from

Takeda in 2014 under the Global Takeda Agreement. 
 
The Company considers its participation in joint committees under the Japan Mylan Agreement and North America Takeda Agreement as separate

deliverables under the contracts and recognizes the best estimate of selling price of such participation as collaboration revenue over the period of the
participation per the terms of the contracts.

 
Deferred Revenue
Deferred revenue represents payments received for licensing fees, option fees, consulting, research and development contracts and related cost sharing

and supply agreements, mainly with Takeda and Mylan, which are deferred until revenue can be recognized under the Company’s revenue recognition
policy. At December 31, 2015 and 2014, total deferred revenue was approximately $1.8 million and $7.2 million, respectively.
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Total deferred revenue consists of the following as of:
 
  December 31,
(In thousands)  2015  2014
Deferred revenue, current  $ 676  $ 2,051 
Deferred revenue, non-current   1,088   5,118 
  $ 1,764  $ 7,169 
         
Deferred revenue to related parties, included in total deferred revenue:         
Deferred revenue to related parties, current  $ -  $ 453 
Deferred revenue to related parties, non-current   -   4,141 
Total  $ -  $ 4,594 

 
During the fourth quarter of 2015, as part of the R-Tech acquisition, the Company recognized $3.9 million of deferred revenue as part of settlement of a

pre-existing relationship with R-Tech.
 
Stock-Based Compensation

 
The Company estimates the fair value of share-based payment awards on the date of the grant using an option-pricing model and recognizes the expense

over the required service periods.
 
For recording of the stock-based compensation expense for service based and market condition options, the Company has chosen to use:
· the straight-line method of allocating compensation cost for service based options and graded vesting for market condition options;
· the Black-Scholes-Merton option pricing formula for time based options and the Monte Carlo simulation model for the market condition options as

the Company’s chosen option-pricing models;
· the simplified method to calculate the expected term for options as discussed under the SEC’s guidance for share-based payments for service based

options;
· an estimate of expected volatility based on the historical volatility of the Company’s share price; and
· an estimate for expected forfeitures.

 
The three factors which most affect stock-based compensation are the fair value of the common stock underlying the stock options, the vesting term of

the options, and the volatility of such fair value of the underlying common stock. If the Company’s estimates are too high or too low, the Company may
overstate or understate its stock-based compensation expense.
 
Pension
 

The Company utilizes actuarial methods to measure the benefit obligations and net periodic pension cost/income for its Swiss pension plan. Inherent in
the application of these actuarial methods are key assumptions, including, but not limited to, discount rates, mortality rates, and rates of compensation
increases. Company management evaluates these assumptions annually and updates assumptions as necessary. Net actuarial gains or losses are amortized to
expense in future periods over the average future service period for employees of plans. The fair values of assets are determined based on the sum of the
saving capitals of the actives in the pension plan.
 
Mergers and Acquisitions

In a business combination, the acquisition method of accounting requires that the assets acquired and liabilities assumed be recorded as of the date of the
merger or acquisition at their respective fair values. Fair value is defined as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. Accordingly, the Company may be required to value assets at fair value measures that do not reflect our intended use of those assets. Any
excess of the purchase price (consideration transferred) over the estimated fair values of net assets acquired is recorded as goodwill. Transaction costs and
costs to restructure the acquired company are expensed as incurred. The operating results of the acquired business are reflected in our consolidated financial
statements after the date of the merger or acquisition. If the Company determines the assets acquired do not meet the definition of a business under the
acquisition method of accounting, the transaction will be accounted for as an acquisition of assets rather than a business combination and, therefore, no
goodwill will be recorded. The fair values of intangible assets, including acquired in-process research and development (IPR&D) are determined utilizing
information available near the merger or acquisition date based on expectations and assumptions of a market participant that are deemed reasonable by
management. Given the considerable judgment involved in determining fair values, the Company typically obtains assistance from third-party valuation
specialists for significant items. Amounts allocated to acquire IPR&D are capitalized and accounted for as indefinite-lived intangible assets. Upon successful
completion of each project, the Company will make a separate determination as to the then useful life of the asset and begin amortization. The judgments
made in determining estimated fair values assigned to assets acquired and liabilities assumed in a business combination, as well as asset lives, can materially
affect the Company's results of operations.
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The fair values of identifiable intangible assets related to currently marketed products and product rights are primarily determined by using an "income
approach" through which fair value is estimated based on each asset's discounted projected net cash flows. Our estimates of market participant net cash flows
consider historical and projected pricing, margins and expense levels; the performance of competing products where applicable; relevant industry growth
drivers and factors; current and expected trends in technology and product life cycles; the time and investment that will be required to develop products and
technologies; the ability to obtain marketing and regulatory approvals; the ability to manufacture and commercialize the products; the extent and timing of
potential new product introductions by the Company's competitors; and the life of each asset's underlying patent, if any. The net cash flows are then
probability-adjusted where appropriate to consider the uncertainties associated with the underlying assumptions, as well as the risk profile of the net cash
flows utilized in the valuation. The probability-adjusted future net cash flows of each product are then discounted to present value utilizing an appropriate
discount rate.
 

The fair values of identifiable intangible assets related to IPR&D are determined using an income or cost approach. Under the income approach fair value
is estimated based on each asset’s probability-adjusted future net cash flows, which reflect the different stages of development of each product and the
associated probability of successful completion. The net cash flows are then discounted to present value using appropriate discounts. Under the replacement
cost approach, historical research and development spending is analyzed to derive the costs incurred to date related to the asset. An expected return of 20%
was applied to the cumulative research and development costs incurred to date, as this estimates the required rate of a return a prudent investor would require
on a similarly situated asset. No tax amortization benefit is applied given the asset is valued under the replacement cost approach, which is representative of
buying the asset in the market at fair value.
 
Goodwill

The Company assesses the carrying value of goodwill on an annual basis, or whenever events or changes in circumstances indicate the carrying value of
goodwill may not be recoverable to determine whether any impairment in this asset may exist and, if so, the extent of such impairment. The provisions of the
relevant accounting guidance require that the Company perform a two-step impairment test. In the first step, the Company compares the fair value of its
reporting unit to the carrying value. If the carrying value of the reporting unit exceeds the fair value of the reporting unit, then the second step of the
impairment test is performed in order to determine the implied fair value of the reporting unit's goodwill. If the carrying value of the reporting unit's goodwill
exceeds its implied fair value, an impairment loss equal to the difference is recognized. The Company calculates the fair value of the reporting unit utilizing
the income approach. The income approach utilizes a discounted cash flow model, using a discount rate based on the Company's estimated weighted average
cost of capital. The Company also evaluates goodwill using the qualitative assessment method, which permits companies to qualitatively assess whether it is
more-likely-than-not that the fair value of a reporting unit is less than its carrying amount. The Company considers developments in its operations, the
industry in which it operates and overall macroeconomic factors that could have affected the fair value of the reporting unit since the date of the most recent
quantitative analysis of a reporting unit's fair value. As described in note 4 to these consolidated financial statements, the Company operates as one operating
segment which is considered our only reporting unit.
 

The determination of the fair value of a reporting unit is judgmental in nature and involves the use of significant estimates and assumptions. The
estimates and assumptions used in calculating fair value include identifying future cash flows, which requires that the Company makes a number of critical
legal, economic, market and business assumptions that reflect best estimates as of the testing date. The Company's assumptions and estimates may differ
significantly from actual results, or circumstances could change that would cause the Company to conclude that an impairment now exists or that it
previously understated the extent of impairment. The Company selected October 1 as its annual impairment test date.

 
Research and Development Expenses

Research and development costs are expensed in the period in which they are incurred and include the expenses from third parties who conduct research
and development activities pursuant to development and consulting agreements on behalf of the Company. Costs related to the acquisition of intellectual
property are expensed as incurred in research and development expenses since the underlying technology associated with such acquisitions is unproven, has
not received regulatory approval at its early stage of development and does not have alternative future uses. Milestone payments due under agreements with
third party contract research organizations (CROs) are accrued when it is considered probable that the milestone event will be achieved.

 

F-15 



 

Accrued Research and Development Expenses
As part of the process of preparing Consolidated Financial Statements, the Company is required to estimate accruals for research and development

expenses. This process involves reviewing and identifying services which have been performed by third parties on the Company’s behalf and determining the
value of these services. In addition, the Company makes estimates of costs incurred to date but not yet invoiced, in relation to external CROs and clinical site
costs. The Company analyzes the progress of clinical trials, including levels of patient enrollment; invoices received and contracted costs, when evaluating
the adequacy of the accrued liabilities for research and development. The Company makes significant judgments and estimates in determining the accrued
balance in any accounting period. No material adjustments have been required for this accrual during the years ended December 31, 2015 and 2014.
 
Income Taxes

The Company accounts for income taxes under the asset and liability method in accordance with the relevant accounting guidance for income taxes.
Under the asset and liability method, the current income tax provision or benefit is the amount of income taxes expected to be payable or refundable for the
current year. A deferred income tax asset or liability is recognized for future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases and tax credits and loss carry-forwards. Deferred tax assets are reduced by a
valuation allowance when, in the opinion of management, it is more likely than not that some portion or all of the deferred tax assets will not be realized. Tax
rate changes are reflected in the income tax provision during the period such changes are enacted. Changes in ownership may limit the amount of net
operating loss (NOL) carry-forwards that can be utilized in the future to offset taxable income. The Company’s discussion of income tax is described more
fully under note 21 found below.

 
In September 2011, the Company internally transferred certain intellectual property and licenses from the Company’s subsidiaries, including the U.S.

based subsidiary, to SAG. Since the transfer of these assets was to a related party, the recognition of a deferred tax asset by SAG is prohibited and the net tax
effect of the transaction is deferred in consolidation. The tax liability generated from this transaction is offset by a deferred charge that is being amortized
over ten years. As of December 31, 2015, 2014 and 2013, the total deferred charge is $1.7 million, $2.0 million and $5.2 million, respectively, after a net
current year amortization and impairment expense of $0.3 million, $3.2 million and $0.7 million, respectively. Impairment expense included in the $3.2
million for 2014 totaled $1.8 million and resulted from the cessation of direct commercialization activities for RESCULA in 2014.

 
For all significant intercompany transactions, the Company’s management has evaluated the terms of the transactions using significant estimates and

judgments to ensure that each significant transaction would be on similar terms if the Company completed the transaction with an unrelated party. Although
the Company believes there will be no material tax liabilities to the Company as a result of multi-jurisdictional transactions, there can be no assurance that
taxing authorities will not assert that transactions were entered into at monetary values other than fair values. If such assertions were made, the Company’s
intention would be to vigorously defend its positions; however, there can be no assurance that additional liabilities may not occur as a result of any such
assertions.

 
The Company considers certain undistributed earnings of foreign subsidiaries to be indefinitely reinvested outside of the U.S. and, accordingly, no U.S.

deferred taxes have been recorded under the applicable accounting standard with respect to such earnings. Should the earnings be remitted to the U.S., the
Company may be subject to additional U.S. taxes, net of allowable foreign tax credits. It is not practicable to estimate the amount of any additional taxes
which may be payable on the undistributed earnings.
 
Uncertain Tax Positions

The Company applies the accounting guidance for uncertain tax positions that requires the application of a more likely than not threshold to the
recognition and de-recognition of uncertain tax positions. If the recognition threshold is met, the Company recognizes a tax benefit measured at the largest
amount of the tax benefit that, in its judgment, is more than 50% likely to be realized upon settlement.
 

The Company has recorded an income tax liability of approximately $2.9 million and $0.8 million, including interest, for uncertain tax positions as of
December 31, 2015 and 2014, respectively. As of December 31, 2015, the entire balance was reflected as other liabilities in the accompanying Consolidated
Balance Sheets. As of December 31, 2014, $0.3 million and $0.6 million are reflected as other current liabilities and other liabilities, respectively, in the
accompanying Consolidated Balance Sheets. These amounts represent the aggregate tax effect of differences between tax return positions and the amounts
otherwise recognized in the Company’s Consolidated Financial Statements.

 
The Company recognizes interest and penalties related to uncertain tax positions as a component of the income tax provision. It is reasonably possible

that the $1.3 million of the liability for unrecognized tax benefits will decrease within the next 12 months. In addition, future changes in the unrecognized
tax benefits would have an effect on the effective tax rate when recognized.
 

Currently, tax years 2011 to 2015 remain open and subject to examination in the major tax jurisdictions in which tax returns are filed.
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Foreign Currency
The functional currency for most of the Company’s foreign subsidiaries is its local currency. For the Company’s non-U.S. subsidiaries that transact in a

functional currency other than the U.S. dollar, assets and liabilities are translated at current rates of exchange at the balance sheet date. Income and expense
items are translated at the average foreign exchange rates for the period. Adjustments resulting from the translation of the financial statements of the
Company’s foreign operations into U.S. dollars are excluded from the determination of net income and are recorded in accumulated other comprehensive
income, a separate component of equity. For subsidiaries where the functional currency is the U.S. dollar, non-monetary assets and liabilities are translated at
the rate of exchange in effect on the date assets were acquired while monetary assets and liabilities are translated at current rates of exchange as of the balance
sheet date. Income and expense items are translated at the average foreign currency rates for the period. Translation adjustments of these subsidiaries are
included in net income.

 
Realized and unrealized foreign currency gains or losses on assets and liabilities denominated in a currency other than the functional currency are

included in net income.
 

Other Comprehensive Income
Comprehensive income consists of net income plus certain other items that are recorded directly to stockholders’ equity. The Company has reported

comprehensive income in the Consolidated Statements of Operations and Comprehensive Income.
 
The Company has outstanding intercompany loans and investments between its subsidiaries which are eliminated for purposes of the Consolidated

Financial Statements. These intercompany loans are not expected to be repaid or settled in the foreseeable future. Accordingly, the currency transaction gains
or losses on these intercompany loans are recorded as part of other comprehensive income in the Consolidated Financial Statements. In addition, the actuarial
gains and losses of the Swiss Pension plan are recorded in comprehensive income.

 
Recent Accounting Pronouncements

In February 2016, the Financial Accounting Standards Board (FASB) issued new guidance related to accounting for leases. The new standard requires the
recognition of assets and liabilities arising from lease transactions on the balance sheet and the disclosure of key information about leasing arrangements.
Accordingly, a lessee will recognize a lease asset for its right to use the underlying asset and a lease liability for the corresponding lease obligation. Both the
asset and liability will initially be measured at the present value of the future minimum lease payments over the lease term. Subsequent measurement,
including the presentation of expenses and cash flows, will depend on the classification of the lease as either a finance or an operating lease. Initial costs
directly attributable to negotiating and arranging the lease will be included in the asset. For leases with a term of 12 months or less, a lessee can make an
accounting policy election by class of underlying asset to not recognize an asset and corresponding liability. Lessees will also be required to provide
additional qualitative and quantitative disclosures regarding the amount, timing and uncertainty of cash flows arising from leases. These disclosures are
intended to supplement the amounts recorded in the financial statements and provide additional information about the nature of an organization’s leasing
activities. The new standard is effective for fiscal years beginning after December 15, 2018, and interim periods within those years, with early adoption
permitted. In transition, lessees are required to recognize and measure leases at the beginning of the earliest period presented using a modified retrospective
approach. The transition guidance also provides specific guidance for sale and leaseback transactions, build-to-suit leases and amounts previously
recognized in accordance with the business combinations guidance for leases. We are currently evaluating our expected adoption method and the impact of
this new standard on our consolidated financial statements.

 
In January 2016, the FASB issued Accounting Standards Update (ASU) 2016-01, Recognition and Measurement of Financial Assets and Financial

Liabilities (ASU 2016-01), which requires that most equity investments be measured at fair value, with subsequent changes in fair value recognized in net
income (other than those accounted for under equity method of accounting). This guidance is effective for fiscal years, and interim periods within those years,
beginning after December 15, 2017. The Company is currently assessing the impact of the adoption of this guidance on its Consolidated Financial
Statements and disclosures.
 

In November 2015, the FASB issued ASU No. 2015-17, Income Taxes (Topic 740): Balance Sheet Classification of Deferred Taxes , (ASU 2015-17). This
new guidance requires businesses to classify deferred tax liabilities and assets on their balance sheets as noncurrent. Under existing accounting, a business
must separate deferred income tax liabilities and assets into current and noncurrent. ASU 2015-17 was issued as a way to simplify the way businesses classify
deferred tax liabilities and assets on their balance sheets. Public companies must apply ASU 2015-17 to fiscal years beginning after December 15, 2016.
Companies must follow the requirements for interim periods within those fiscal years, but early adoption at the beginning of an interim or annual period is
allowed for all entities. The Company has elected to early adopt the guidance and applied the guidance on a prospective basis. The adoption has no impact
on consolidated statements of operations and comprehensive income, changes in stockholders’ equity, and cash flows for each of the three years in the period
ended December 31, 2015. The impact to the consolidated balance sheets as of December 31, 2014 was the reclassification of $0.5 million from current
deferred income tax assets, net to non-current deferred income tax liabilities, net resulting in an ending balance of $1.0 million of noncurrent deferred tax
asset and $0.8 million of noncurrent deferred tax liability as of December 31, 2014.
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In September 2015, the FASB issued Accounting Standards Update 2015-16, Business Combinations (Topic 805) - Simplifying the Accounting for
Measurement-Period Adjustments (ASU 2015-16), which requires that an acquirer recognize adjustments to provisional amounts that are identified during the
measurement period in the reporting period in which the adjustment amounts are determined. The amendments in ASU 2015-16 require that the acquirer
record, in the same period’s financial statements, the effect on earnings of changes in depreciation, amortization, or other income effects, if any, as a result of
the change to the provisional amounts, calculated as if the accounting had been completed at the acquisition date. An entity is required to present separately
on the face of the income statement or disclose in the notes thereto the portion of the amount recorded in current period earnings by line item that would have
been recorded in previous reporting periods if the adjustment to the provisional amounts had been recognized as of the acquisition date. This guidance is
effective for fiscal years, and for interim periods within those fiscal years, beginning after December 15, 2015 and should be applied prospectively to
adjustments to provisional amounts that occur after the effective date with earlier adoption permitted for financial statements that have not been issued. The
Company will prospectively adopt this guidance beginning in fiscal year 2016.

 
In July 2015, the FASB issued ASU No. 2015-11, Simplifying the Measurement of Inventory, (ASU 2015-11). This new guidance requires an entity to

measure inventory at the lower of cost and net realizable value. Currently, entities measure inventory at the lower of cost or market. ASU 2015-11 replaces
market with net realizable value. Net realizable value is the estimated selling prices in the ordinary course of business, less reasonably predictable costs of
completion, disposal, and transportation. Subsequent measurement is unchanged for inventory measured under last-in, first-out or the retail inventory
method. ASU 2015-11 requires prospective adoption for inventory measurements for fiscal years beginning after December 15, 2016, and interim periods
within those years for public business entities. Early application is permitted. The Company is evaluating the effect that ASU 2015-11 will have on its
Consolidated Financial Statements and related disclosures.

 
In April 2015, the FASB issued ASU Number 2015-03, Interest - Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance

Costs (ASU 2015-03). ASU 2015-03 specifies that debt issuance costs related  to a note shall be reported in the balance sheet as a direct reduction from the
face amount of the note. ASU 2015-03 is effective for annual reporting periods beginning after December 15, 2015, and interim periods within those fiscal
years. ASU 2015-03 will have no effect on the Company’s results of operations or liquidity.

 
In May 2014, the FASB issued authoritative guidance which sets forth a single comprehensive model for entities to use in accounting for revenue arising

from contracts with customers. The guidance was originally scheduled to be effective for annual reporting periods, including interim reporting periods within
those periods, beginning after December 15, 2016, but in July 2015 the FASB voted to defer the effective date to December 15, 2017 for interim and annual
reporting periods beginning after that date. Early adoption is permitted, but not before the original effective date of December 15, 2016. Companies may use
either a full retrospective or a modified retrospective approach to adopt this guidance. The Company is currently evaluating the impact of this guidance on
its results of operations, financial position and cash flows.

 
3. Net Income per Share
 

Basic net income per share is computed by dividing net income by the sum of the weighted average class A and class B common shares outstanding.
Diluted net income per share is computed by dividing net income by the weighted average common shares and potential dilutive common shares
outstanding. Diluted net loss per share, when applicable, is computed by dividing net loss by the weighted average common shares outstanding without the
impact of potential dilutive common shares outstanding because they would have an anti-dilutive impact on diluted net loss per share.
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The computation of net income per share for the years ended December 31, 2015, 2014 and 2013 is shown below:
 
  Year To Date December 31,
(in thousands, except per share data)  2015  2014  2013
Basic net income per share:             

Net income  $ 33,371  $ 13,128  $ 7,015 
             

Weighted average class A and B common shares outstanding   44,150   43,691   41,716 
             

Basic net income per share  $ 0.76  $ 0.30  $ 0.17 
             
Diluted net income per share:             

Net income  $ 33,371  $ 13,128  $ 7,015 
             

Weighted average class A and B common shares outstanding for diluted net income per share   44,150   43,691   41,716 
             

Assumed exercise of stock options under the treasury stock method   1,530   815   828 
   45,680   44,506   42,544 
             

Diluted net income per share  $ 0.73  $ 0.29  $ 0.16 
 
The potentially dilutive securities used in the calculations of diluted net income per share at December 31, 2015, 2014 and 2013 are as follows:
 

  December 31,
(In thousands)  2015  2014  2013
Employee stock options   3,290   1,124   2,129 
Non-employee stock options   -   255   410 

 
The following securities were excluded from the computation of diluted net income per share as their effect would be anti-dilutive as of December 31,

2015, 2014 and 2013:
 

  December 31,
(In thousands)  2015  2014  2013
Employee stock options   1,188   3,012   530 
 
4. Segment Information
 

In the first quarter of 2015, the Company made a number of strategic and operational changes to its business, including re-evaluating and accelerating its
pipeline to focus on clinical programs that it believes hold the most promise for patients, the highest likelihood for regulatory approval, and the strongest
potential for commercial return. As a result of such changes, the Company combined its reportable geographic segments of Asia, the Americas and Europe
into one operating segment: the development and commercialization of pharmaceutical products. This change reflects the manner in which information is
now being presented internally and used by the Company’s chief operating decision maker, the Company’s Chief Executive Officer, to allocate resources and
assess performance.
 

Summarized product category and geographic information is shown in the tables below.
 

Product Category Information
Revenues for product categories are attributed based on the following categories.
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Product royalty revenue represents royalty revenue earned on the net sales of AMITIZA in North America. Product sales revenue represents drug product
net sales of AMITIZA in North America, Japan and Europe and drug product net sales of RESCULA in Japan. Research and development revenue represents
funded development work primarily related to AMITIZA. Contract and collaboration revenue represents the amortization of up-front payments under the
North America Takeda Agreement and release of the collaboration obligation under the Global Takeda agreement. Co-promotion revenue represents
reimbursements by Takeda of a portion of the Company’s co-promotion costs for its specialty sales force.

 
Company revenues by product category for the years ended December 31, 2015, 2014 and 2013 were as follows:
 

  Years Ended December 31,
(In thousands)  2015  2014  2013
Product royalty revenue  $ 74,138  $ 62,775  $ 52,100 
Product sales revenue   66,276   33,252   16,425 
Research and development revenue   10,199   7,246   654 
Contract and collaboration revenue   2,567   8,817   20,354 
Co-promotion revenue   -   3,360   61 

Total  $ 153,180  $ 115,450  $ 89,594 
 

Geographical Information
Revenues are attributable to countries based on the location of the customer. The Company operates a manufacturing facility in Japan that supplies

products to customers as well as the Company’s subsidiaries in other countries. The sales from the manufacturing operations to other countries are included in
the net sales of the country in which the manufacturing location is based. The intersegment portions of such sales are excluded to derive consolidated
revenues. The Company’s country of domicile is the United States.

 
Company revenues by geographic location for the years ended December 31, 2015, 2014 and 2013 were as follows:
 

  Years Ended December 31,
(In thousands)  2015  2014  2013
United States  $ 95,769  $ 74,688  $ 73,637 
Japan   55,371   32,128   15,849 
Rest of the world   2,040   8,634   108 

Total  $ 153,180  $ 115,450  $ 89,594 
 
The Company’s long-lived assets by geographic location where located on December 31, 2015, 2014 and 2013 were as follows:
 

  December 31,
(In thousands)  2015  2014  2013
United States  $ 3,105  $ 566  $ 869 
Japan   3,232   114   175 
Rest of the world   56   83   112 

Total  $ 6,393  $ 763  $ 1,156 
 
5. Acquisitions
 

Acquisitions have been accounted for as business combinations and the acquired companies results have been included in the accompanying
consolidated statements of income from their respective date of acquisition. The Company’s recent acquisition has been made at prices above the fair value
of the acquired net assets, resulting in goodwill, due to expectations of synergies of combining the businesses. These synergies include the use of the
Company’s existing infrastructure, such as sales and distribution channels, customer relations, shared services, as well as the elimination of duplicative
facilities, functions and staffing.
 

Acquisition of R-Tech
In August 2015, the Company entered into a share purchase agreement with Drs. Ryuji Ueno and Sachiko Kuno and S&R Technology Holdings, LLC, to

acquire 44% of outstanding R-Tech shares. The total purchase price for these shares was 1,400 Japanese Yen (JPY) per share, or 12 billion JPY in the
aggregate, or approximately $100.0 million.
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In August 2015, the Company launched, through its wholly-owned Japanese subsidiary (the Offeror), an all-cash tender offer in Japan to acquire the
remaining 56% of the outstanding shares and stock acquisition rights of R-Tech for 1,900 JPY per share, resulting in a total consideration of up to 21 billion
JPY, or approximately $175.0 million. The price offered in the tender offer reflected that R-Tech held approximately $62.1 million in cash and 2.5 million
shares of the Company’s common stock as of the commencement of the tender offer.

 
On October 20, 2015, the transactions contemplated by the share purchase agreement were completed, and the tender offer was concluded. As a result of

these transactions, the Company acquired approximately 98% of R-Tech’s outstanding shares. The Company acquired the remaining 2% of outstanding
shares of R-Tech through a squeeze-out process under Japanese law on December 8, 2015 for total consideration of 926 million JPY, or approximately $7.7
million. This acquisition diversified the product portfolio, expanded the Company’s development pipeline and integrated the manufacturing of the
Company’s main product, AMITIZA.

 
This transaction was accounted for under the acquisition method of accounting, with the Company as the acquirer. Under the acquisition method of

accounting, the assets and liabilities of R-Tech were recorded as of the acquisition date at their respective fair values, and combined with those of the
Company.

 
The allocation of the purchase price is preliminary and is not yet finalized. The purchase price allocation is still considered preliminary due to

finalization of valuation reports, evaluation of acquired tax attributes and review of IPR&D. The preliminary allocation of the purchase price is based upon
preliminary estimates using information that was available to management at the time the financial statements were prepared and these estimates and
assumptions are subject to change within the measurement period, up to one year form the acquisition date. Accordingly, the allocation may change. The
Company continues to gather information about the fair value of all assets and liabilities, including intangible assets, acquired deferred tax and liabilities.
Acquisition related costs are expensed when incurred and are included in general and administrative expenses in the consolidated statement of operations
and comprehensive income.

 
The preliminary allocation of the purchase price based upon estimated fair value of assets acquired and liabilities assumed on October 20, 2015 is as

follows:
 

(In thousands)  
As of October 20,

2015
Cash  $ 62,097 
Accounts receivable   8,299 
Inventory (i)   37,563 
Prepaid expenses   3,425 
Property, plant and equipment   3,115 
Other long term assets   449 
Accounts payable and accrued liabilities   (11,598)
Income tax payable   (5,025)
Other liabilities, current   (3,282)
Deferred tax liability, net   (62,927)
Other liabilities, long term   (9,347)
R-Tech shares of Sucampo stock (treasury stock)   43,956 

Total fair value of tangible assets acquired and liabilities assumed   66,725 
Acquired in-process research and development   6,200 
Acquired intangible assets   134,600 
Goodwill   61,228 

Total purchase price  $ 268,753 
     
Total purchase price  $ 268,753 
Settlement of net receivable from pre-existing relationship   6,364 

Total consideration  $ 275,117 
     

Acquisition, net of acquired cash  $ 161,187 
Acquired cash   62,097 
Purchase of treasury stock   43,956 
Squeeze out liability for non-tendering R-Tech shareholders   7,668 
Other   209 

Total consideration  $ 275,117 
 

(i) Acquired inventory includes a $20.1 million adjustment to record inventory at fair value, referred to as a step-up adjustment. The $20.1 million step-up
adjustment will amortize evenly through costs of goods sold over a seven month period beginning in November 2015 and ending in May 2016, in alignment
with expected inventory turnover. The amortization of the inventory step-up adjustment will increase costs of goods sold during these periods. For the year
ended December 31, 2015, the Company recognized $5.8 million in additional costs of goods sold related to the amortization of the inventory step-up
adjustment.
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The estimated fair value of intangible assets acquired and related estimated amortization periods in years is as follows:
 

(In thousands)  
As of October 

20, 2015  
Amortization 
period in years

     
Acquired in-process research and development  $ 6,200   Indefinite  
Acquired intangible assets:         

AMITIZA - manufacturing know-how   120,200   14  
RESCULA - manufacturing know-how   14,400   10  

  $ 134,600     
 

In-process research and development (IPR&D) acquired from R-Tech is related to RTU-009 and RTU-1096. Management estimated the fair value of
IPR&D at the acquisition date to be $6.2 million. The estimated fair value was determined using the replacement cost approach. Under the replacement cost
approach, historical research and development spending is analyzed to derive the costs incurred to date related to the asset. An expected return of 20% was
applied to the cumulative mid-year pre-tax research and development costs incurred to date, as this estimates the required rate of a return a prudent investor
would require on a similarly situated asset. An adjustment was not made for economic obsolescence as the costs considered are historical and the method
applied is considering the estimate of fair value to buy the asset in the market at its current stage of development. No tax amortization benefit has been
applied given the asset is valued under the replacement cost approach, which is representative of buying the asset in the market at fair trade value.

 
The Company estimated the fair values of the AMITIZA manufacturing know-how intangible asset and RESCULA manufacturing know-how intangible

asset using the income approach with a present value discount rate of 18%, which is based on the estimated weighted-average cost of capital for companies
with profiles substantially similar to that of R-Tech and the Company. This is comparable to the estimated internal rate of return for the acquisition and
presents the rate that market participants would use to value these intangible assets. The projected cash flows from the AMITIZA manufacturing know-how
intangible asset and RESCULA manufacturing know-how intangible asset were based on key assumptions including estimates of revenues, operating profits,
the life of the potential commercialized product, associated risks, and the risks related to the viability of and potential alternative use in any future markets.
 

The weighted average amortization period of the intangible assets from the R-Tech acquisition is 78 months which is reflective of expected cash flows.
For the year ended December 31, 2015, the Company recorded amortization expense of $3.7 million, all of which has been recorded in costs of goods sold in
the Consolidated Statements of Operations and Comprehensive Income.
 

The Company recorded approximately $61.2 million in goodwill related to the acquisition of R-Tech, representing the purchase price paid in the
acquisition that was in excess of the fair value of the tangible and intangible assets acquired. None of the goodwill generated from R-Tech acquisition is
expected to be deductible for tax purposes.
 

The Company has incurred transaction costs related to the R-Tech acquisition of approximately $5.2 million for the year ended December 31, 2015, all
of which has been recorded in general and administrative expenses.
 

The following unaudited pro forma information is presented as if the acquisition had occurred on January 1, 2014, and combines the historical results of
operations of the Company and R-Tech for the year ended December 31, 2015 and 2014.

 
   Year Ended December 31,

(In thousands)   
2015 

(unaudited)    
2014

(unaudited)  
Pro forma revenue  $ 199,462  $ 151,527 
Pro forma net income   25,617   (20,031)
 

For the year ended December 31, 2015, R-Tech contributed revenues and net loss to the Company’s consolidated results of $11.8 million and $4.7
million, respectively.
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6. Restructuring
 

In December 2015, the Company adopted a plan to restructure certain operations and consolidate certain functions in the Company’s corporate
headquarters located in Rockville, Maryland. During the fourth quarter, the Company recorded pretax charges of approximately $953,000. The restructuring
plan primarily included headcount reductions. These costs are reflected within operating expenses between research and development, general and
administrative expenses, and selling and marketing expenses. At December 31, 2015, a restructuring accrual of $851,000 was included in accrued liabilities.
The Company expects to record additional restructuring charges in 2016 related to this program and in connection with the integration of the R-Tech
acquisition.
 

The following table summarizes the cash components of the restructuring costs at December 31, 2015.
 

(In thousands)  
Termination

Benefits  
Facility
Related  

Contract &
Other Costs  Total

Balance at December 31, 2014  $ -  $ -  $ -  $ - 
Expenses incurred   953   -   -   953 
Amounts paid   (102)   -   -   (102)

Balance at December 31, 2015  $ 851  $ -  $ -  $ 851 
 
7. Current and Non-Current Investments
 

At December 31, 2015, the Company held no investments. At December 31, 2014, current and non-current investments consisted of the following
securities:

 
  December 31, 2014

(In thousands)  Cost  
Unrealized

Gains  
Unrealized

Losses  Fair Value
Current:                 

U.S. government agencies  $ 4,203  $ 1  $ -  $ 4,204 
Certificates of deposit   2,500   -   -   2,500 
Corporate bonds   4,575   -   (3)   4,572 
U.S. commercial paper   11,109   8   -   11,117 

Total  $ 22,387  $ 9  $ (3)  $ 22,393 
                 
Non-current:                 

U.S. government agencies  $ 8,047  $ -  $ (15)  $ 8,032 
Certificates of deposit   5,000           5,000 
Corporate bonds   509   -   (1)   508 

Total  $ 13,556  $ -  $ (16)  $ 13,540 
 

8. Fair Value Measurements
 

The Company performs fair value measurements in accordance with the FASB’s guidance for fair value measurements and disclosures, which defines fair
value as the exchange price that would be received for selling an asset or paid to transfer a liability in the principal or most advantageous market for the asset
or liability in an orderly transaction between market participants on the measurement date. A fair value hierarchy is established which requires the Company
to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The Company classifies its investments
into the following categories based on the three levels of inputs used to measure fair value:

 
Level 1: Observable inputs, such as quoted prices in active markets for identical assets or liabilities;
Level 2: Inputs, other than the quoted price in active markets, that are observable, either directly or indirectly, such as quoted prices in active markets for

similar assets or liabilities, quoted prices for identical or similar assets or liabilities in markets that are not active, or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities; or

Level 3: Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its own assumptions.
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The carrying values of financial instruments, including cash and cash equivalents, restricted cash, accounts receivable, accounts payable, collaboration
obligation and other accrued liabilities, approximate their fair values due to their short maturities. The estimated fair value of long term debt as disclosed in
note 17 and 18 was based on similar types of borrowings. The estimated fair values may not represent actual values of the financial instruments that could be
realized as of the balance sheet date or that will be realized in the future. There were no fair value adjustments other than the assets and liabilities acquired
under the R-Tech acquisition (see note 5) in the years ended December 31, 2015 and 2014 for nonfinancial assets or liabilities required to be measured at fair
value on a non-recurring basis.

 
The Company’s financial instruments measured at fair value on a recurring basis, which are subject to the fair value disclosure requirements, are as

follows:
 
There were no transfers between levels during the years ended December 31, 2015 and 2014.

 
9. Inventories
 

Inventories are stated at the lower of cost or net realizable value. Inventories consist of raw materials, work-in-process and finished goods. The
Company’s inventories include the direct purchase cost of materials and supplies and manufacturing overhead costs. In connection with the acquisition of R-
Tech, all inventory held by R-Tech was stepped-up in value to $37.6 million as of the acquisition date. As of December 31, 2015, the remaining balance of
inventory step-up was $14.3 million. As of December 31, 2014, the company had no inventory.

 
Inventories consisted of the following as of December 31, 2015:
 

  December 31,
(In thousands)  2015
Raw materials  $ 5,554 
Work in process   26,926 
Finished goods   641 

Total  $ 33,121 
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10. Property and Equipment
 

Property and equipment consist of the following at December 31, 2015 and 2014:
 

  December 31,
(In thousands)  2015  2014
Computer and office machines  $ 2,647  $ 2,622 
Furniture and fixtures   1,023   473 
Leasehold improvements   3,066   1,415 
Buildings   1,022   - 
Machinery and equipment   2,074   - 
Construction in progress   140   - 

Total cost   9,972   4,510 
Less: accumulated depreciation   (3,579)   (3,747)

Total  $ 6,393  $ 763 
 
Depreciation expense for the years ended December 31, 2015, 2014 and 2013 was approximately $637,000, $422,000 and $512,000, respectively.
 
Leasehold improvements as of December 31, 2015 are tenant improvements to the Company’s offices in Rockville, Maryland and Kobe, Japan.

Leasehold improvements as of December 31, 2014 are tenant improvements to the Company’s former headquarters in Bethesda, Maryland.
 

11. Intangible Assets, In-Process Research and Development and Goodwill
 

Intangible assets by major class as of December 31, 2015 and 2014 are as follows:
 

 December 31, 2015  December 31, 2014

(In thousands)  

Weighted 
average life
(in months)  

Carrying 
amount  

Weighted 
average life
(in months)  

Carrying 
amount

Amortized intangible assets                 
Patent and license rights   72  $ 10,513   84  $ 10,513 
Manufacturing know how   76   134,600      - 
Accumulated amortization      (8,463)      (4,711)
Impairment losses      (5,651)      (5,631)
Foreign currency translation adjustments      (684)      - 
Total amortized intangible assets     $ 130,315     $ 151 

               
Unamortized intangible assets               

In-process research and development     $ 6,171     $ - 
Goodwill      60,937      - 
Total unamortized intangible assets     $ 67,108     $ - 

               
Total intangible assets     $ 197,423     $ 151 
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The changes in intangible assets for the years ended December 31, 2015 and 2014 are as follows:
 
 

(In thousands)  Intangibles  Goodwill  

In-process 
research &

development
Balance at December 31, 2013  $ 6,438  $ -  $ - 

Amortization   (636)   -   - 
Impairment losses   (5,651)   -   - 
             

Balance at December 31, 2014  $ 151  $ -  $ - 
Additions   134,600   61,228   6,200 
Amortization   (3,752)   -   - 
Foreign currency translation adjustment   (684)   (291)   (29)

Balance at December 31, 2015  $ 130,315  $ 60,937  $ 6,171 
 

Amortization expense on intangible assets totaled approximately $3.7 million, $636,000 and $1.0 million, respectively for the years ended December
31, 2015, 2014 and 2013.
 

There was no impairment charge recorded during the twelve months ended December 31, 2015. The changes in the carrying value of goodwill during the
year ended December 31, 2015 resulted from the acquisition and foreign currency translation. In 2014, the Company ceased direct commercialization
activities for RESCULA in the United States for its approved FDA indication. Accordingly, the Company recorded an impairment charge of $5.6 million in
2014, which was the full amount of the remaining balances of the unamortized intangibles related to its two RESCULA license agreements. Both license
agreements were for the development and commercialization of RESCULA for its approved indication, and for any new indications for unoprostone
isopropyl.
 

The estimated fair values of acquired in-process research and development projects which have not reached technological feasibility at the date of
acquisition are capitalized and subsequently tested for impairment through completion of the development process, at which point the capitalized amounts
are amortized over their estimated useful life. If a project is abandoned rather than completed, all capitalized amounts are written-off immediately. During
2015 and 2014, no development projects were completed and no in-process research and development costs were reclassified into developed technology. As
the underlying in-process research and development are in the early stage of development, the Company does not expect to amortize any in-process research
and development in 2016.
 

Amortization of intangibles for the next five years is expected to be as follows:
 

(In thousands)   Amortization  
Years ended December 31,     

2016  $ 22,689 
2017   22,689 
2018   22,689 
2019   22,689 
2020   22,689 
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12. Accrued Expenses
 

Accrued expenses consist of the following at December 31, 2015 and 2014:
 

  December 31,
(In thousands)  2015  2014
Research and development costs  $ 3,843  $ 3,537 
Employee compensation   4,860   3,459 
Restructuring   851   - 
Selling and marketing costs   1   163 
Legal service fees   428   612 
Other accrued expenses   903   696 

Total  $ 10,886  $ 8,467 
 
13. Collaboration Obligation
 

Under the Global Takeda Agreement (see note 19), the Company received an upfront payment from Takeda of $14.0 million in 2014, of which the
Company is obligated to reimburse Takeda for the first $6.0 million in developmental expenses incurred by Takeda. At December 31, 2015 and 2014, the
collaboration obligation was $5.6 million and $6.0 million, respectively.
 
14. Other Current Liabilities
 

Other current liabilities consist of the following at December 31, 2015 and 2014:
 

  December 31,
(In thousands)  2015  2014
Indirect taxes payable   5,963   3,075 
Squeeze out liability for non-tendering R-Tech shareholders   7,668   - 
Other current liabilities   508   543 

Total  $ 14,139  $ 3,618 
 

15. Other Liabilities
 

Other liabilities consist of the following at December 31, 2015 and 2014:
 

  December 31,
(In thousands)  2015  2014
Deferred grants  $ 9,604  $ - 
Unrecognized tax benefits   3,061   - 
Deferred leasehold incentive   1,715   380 
Defined benefit obligation   949   977 
Other liabilities   414   579 

Total  $ 15,743  $ 1,936 
 
Deferred grants consist of a $9.3 million interest-free grant from the Japan Science and Technology Agency for use in developing unoprostone-related

medicine for pigmentary degeneration of the retina, and a $300,000 government grant from Montgomery County, Maryland related to the move of the
Company’s headquarters. Both grants may have to be repaid if certain conditions are not met.

 
Defined benefit obligation relates to defined benefit pension plans for employees in the Company’s subsidiary in Switzerland (Swiss Plan). The Swiss

Plan is a government-mandated retirement fund that provides employees with a minimum investment return. The minimum investment return is determined
annually by the Swiss government and was 1.75% in 2015 and 1.75% in 2014. Under the Swiss Plan, the Company and certain of its employees with annual
earnings in excess of government determined amounts are required to make contributions into a fund managed by an independent investment fiduciary.
Employer contributions must be in an amount at least equal to the employee’s contribution. Minimum employee contributions are based on the respective
employee’s age, salary, and gender. As of December 31, 2015, the Swiss Plan had an unfunded net pension obligation of approximately $949,000, plan assets
of approximately $1.6 million and projected benefit obligation of approximately $2.5 million. As of December 31, 2014, the Swiss Plan had an unfunded net
pension obligation of approximately $977,000, plan assets of approximately $1.8 million and projected benefit obligation of approximately $2.8 million.
The entire liability is listed as non-current because plan assets are more than enough to pay expected benefit payments over the next year. The Company
recognized pension expense of $226,000 and $221,000 for the years ended December 31, 2015 and 2014, respectively, related to the Swiss Plan.

 
While the Swiss Plan originated in 2011, the Company only accounted for the Swiss Plan in accordance with ASC 715-30 Defined Benefit Plans -

Pensions starting in 2014. The Company evaluated the impact of not recording the net pension obligation in the Consolidated Balance Sheet and
corresponding charges in Net income and Total comprehensive income in the Statement of Operations and Comprehensive Income, and the omission of the
required pension disclosures in prior years, and concluded that the effect was immaterial. The Company corrected the immaterial error in 2014 by recording
an out of period adjustment to the net pension obligation liability of $366,000, with an offsetting amount in Net Income of $11,000 and total comprehensive
income of $355,000.
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The following tables provide reconciliations of the changes in the Swiss Plan’s projected benefit obligations and assets, and the assumptions used at
December 31, 2015 and 2014.

 
Reconciliation of Projected Benefit Obligation  December 31, 2015  December 31, 2014
(in thousands)     
Projected benefit obligation at beginning of year  $ 2,760  $ 1,708 
Service cost   164   191 
Interest cost   28   43 
Plan participants’ contributions   90   165 
Plan amendments   (39)   - 
Actuarial loss (gain)   -   653 
Benefits paid   (436)   83 
Expenses Paid   (5)   (8)
Premiums Paid   (49)   (66)

Projected benefit obligation at end of year  $ 2,513  $ 2,769 
 
Reconciliation of Fair Value of Plan Assets  December 31, 2015  December 31, 2014
(in thousands)     
Fair value of plan assets at beginning of year  $ 1,787  $ 1,342 
Actual return on plan assets   42   42 
Employer contribution   136   234 
Plan participants’ contributions   90   165 
Benefits paid   (436)   83 
Expenses Paid   (5)   (8)
Premiums Paid   (49)   (66)

Fair value of plan assets at end of year  $ 1,565  $ 1,792 
         

Funded status at end of year  $ (948)  $ (977)
 
Reconciliation of amounts recognized in Consolidated Statements of Operations and Comprehensive
Income  

Year ended 
December 31, 2015  

Year ended 
December 31, 2014

(in thousands)     
Net loss  $ (862)  $ (978)
         
Total amount recognized in accumulated other comprehensive income  $ (862)  $ (978)
Accumulated contributions in excess of net periodic benefit cost   (87)   1 

Funded status at end of year  $ (949)  $ (977)
 

Net periodic pension cost included the following components  
Year ended 

December 31, 2015  
Year ended 

December 31, 2014
(in thousands)     
Service cost  $ 164  $ 191 
Interest cost   28   43 
Expected return on assets   (39)   (30)
Amortization of unrecognized net loss   73   17 

Net periodic pension cost  $ 226  $ 221 
 

Changes in plan assets and benefit obligations recognized in other comprehensive income  
Year ended 

December 31, 2015  
Year ended 

December 31, 2014
(in thousands)     
New prior service cost  $ (39)  $ - 
Net loss arising during year   (2)   641 
Amortization or settlement of net loss   (73)   (17)

Total recognized in other comprehensive income  $ (114)  $ 624 
         

Total loss recognized in net periodic cost and other comprehensive income  $ 111  $ 845 
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Estimated amounts to be amortized from accumulated other comprehensive income over the next year  December 31, 2015  December 31, 2014
(in thousands)     
Net loss  $ 76  $ 73 
 
Additional year-end information for plans with projected benefit obligations in excess of plan assets  December 31, 2015  December 31, 2014
(in thousands)     
Projected benefit obligation  $ 2,514  $ 2,769 
Accumulated benefit obligation   2,233   2,469 
Fair value of plan assets   1,566   1,792 
 
Weighted average allocation of plan assets  December 31, 2015  December 31, 2014
Debt Securities   78%   79%
Real Estate   12%   12%
Other Investments   8%   6%
Cash   2%   3%

Total   100%   100%
 

Weighted average assumptions used to determine net periodic pension cost  
Year ended 

December 31, 2015  
Year ended 

December 31, 2014
Discount or settlement rates   1.0%   2.5%
Expected long-term rates of return on assets   2.1%   2.1%
Rates of increase in compensation levels   1.5%   1.5%
         
 
Weighted average assumptions used to determine future  benefit obligations  December 31, 2015  December 31, 2014
Discount rate   0.9%   1.0%
Rates of increase in compensation levels   1.5%   1.5%
         
Expected future cash flows         
(in thousands)         
Employee Contributions         

2016  $ 155  $ 151 
Benefit Payments         

2016   7   145 
2017   12   10 
2018   17   14 
2019   23   18 
2020   28   23 
2021-2025   634   494 

 
16. Commitments and Contingencies
 
Operating Leases

The Company leases office space in the U.S., Switzerland and Japan. In Japan the Company also leases a research and development facility and a
manufacturing facility. At December 31, 2015, total future minimum non-cancelable lease payments under operating leases are as follows:
 

(In thousands of U.S. dollars)  
December 31,

2015
2016  $ 1,781 
2017   941 
2018   1,233 
2019   1,020 
2020   966 
Total minimum lease payments  $ 5,941 

 
Rent expense for all operating leases was $1.8 million, $1.4 million and $1.5 million for the years ended December 31, 2015, 2014 and 2013,

respectively.
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Research and Development Costs
The Company routinely enters into agreements with third-party CROs to oversee clinical research and development studies provided on an outsourced

basis and assist in other research and development activities. The Company generally is not contractually obligated to pay the third party if the service or
reports are not provided.
 

The maximum contingent liability under the Numab Agreement (see note 17) in the event that Numab defaults under its loan with Zurcher Kantonalbank
is $2.2 million. As of December 31, 2015, due to the pay down of the loan with Zurcher Kantonalbank, the potential amount of payments in the event of
Numab’s default is $1.5 million.
 
17. Related Party Transactions
 

R-Tech Ueno, Ltd.
Before the R-Tech acquisition, R-Tech had been considered a related party. Drs. Ryuji Ueno and Sachiko Kuno are married to each other and prior to

2015, directly or indirectly, owned the majority of the stock of R-Tech. Drs. Ueno and Kuno are also controlling stockholders of S&R Technology Holding,
LLC (S&R), which in turn owned approximately 47% of the Company’s common stock and 44% of R-Tech’s common stock. Dr. Ueno was the Company’s
Chief Executive Officer and Chairman of the Company’s Board of Directors through March 3, 2014 and was our Chief Scientific Officer through March 18,
2014.

 
Prior to the R-Tech acquisition on October 20, 2015 (see note 5), the Company did not own manufacturing facilities. Instead, the Company contracted

with R-Tech as the sole manufacturer of the Company’s products to produce AMITIZA and RESCULA. The Company had entered into multiple exclusive
supply arrangements with R-Tech and had granted to R-Tech the exclusive right to manufacture and supply AMITIZA and other products and compounds to
the Company to meet its commercial and clinical requirements. Since 2003, the Company has received upfront, development and milestone payments under
these agreements totaling $9.0 million through October 20, 2015.

 
The Company recorded the following expenses under all of its agreements with R-Tech for the period January 1, 2015 through October 20, 2015, and for

the years ended December 31, 2014 and 2013:
 

  

January 1 
through 

October 20,  Year Ended December 31,
(In thousands)  2015  2014  2013
Clinical supplies  $ 155  $ 396  $ 827 
Other research and development services   347   171   194 
Commercial supplies   21,415   15,776   14,902 
  $ 21,917  $ 16,343  $ 15,923 

 
Deferred revenues under the Company’s agreements with R-Tech consist of the following at December 31, 2015 and 2014.
 

  Year Ended December 31,
(In thousands)  2015  2014
Deferred revenue, current  $ -  $ 453 
Deferred revenue, non-current   -   4,141 
  $ -  $ 4,594 
 

The decrease in deferred revenue from $4.6 million as of December 31, 2014 to zero as of December 31, 2015 was primarily due to the settlement of a pre-
existing relationship upon acquiring R-Tech on October 20, 2015.
 

Numab AG
In September 2011, the Company entered into the Numab Agreement with Numab. Under the terms of the Numab Agreement, which extends through

September, 2016, the Company would provide Numab with up to CHF 5.0 million as collateral and would serve as guarantor for a loan to Numab from a third
party, Zurcher Kantonalbank. Following the payment of the first success fee during the first quarter of 2013, this amount was reduced to CHF 2.2 million, or
approximately $2.2 million as of December 31, 2015.

 
As of December 31, 2015, collateral of CHF 2.2 million had been deposited by the Company and Numab has utilized CHF 1.5 million of its loan facility,

or approximately $1.5 million. At December 31, 2015 and 2014, the Company has a recorded guarantee liability of $202,000 and $1.0 million, respectively,
in collateral callable to meet a potential loan default by Numab.
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Subordinated Unsecured Promissory Notes
In connection with the SAG acquisition in 2010, the Company issued a subordinated unsecured promissory note (Notes) to the Ueno Trust and Kuno

Trust, former shareholders of SAG. The Ueno Trust and Kuno Trust are considered related parties. Each of the Notes was issued with an initial principal
balance of approximately $25.9 million, or approximately $51.9 million in the aggregate. The interest rate for the Notes is the sum of the London Interbank
Offered Rate, or LIBOR, plus 4.0%, and is reset on December 1st and June 1st each year. The interest rate beginning December 1, 2015 is 4.7%. On February
1, 2016, these Notes were paid in full. 

 
18. Notes Payable
 

On October 16, 2015, the Company entered into a Credit Agreement (Credit Facility) with Jefferies Financing LLC. The Credit Facility provides for term
loans in the aggregate principal amount of $250.0 million (Term Loans) and allows for the incurrence of incremental loans in an amount up to $25.0 million
on the terms and subject to the conditions set forth in the Credit Facility. The Term Loans bear interest, at the Company’s option, at the Adjusted Eurodollar
Rate plus 7.25% or the Adjustable Base Rate plus 6.25%. The Adjusted Eurodollar Rate is subject to a 1.00% floor and the Adjusted Base Rate is subject to a
2.00% floor. The Company must repay the Term Loans in installments of $6.25 million on the last business day of each quarter, starting in March 2016 and
ending in September 2021, with the balance due in a final installment on October 16, 2021. The Company is prohibited from paying dividends under the
terms of the agreement.

 
The Company’s payment obligations under the Credit Facility are secured by a lien on substantially all of the Company’s tangible and intangible assets,

subject to certain limitation and restrictions. The Credit Facility contains certain affirmative, negative, financial and reporting covenants customary for
financing of this type. The credit facility requires that the Company maintain at least $25.0 million in a restricted cash collateral account, until at least $35.0
million in aggregate principal amount of initial term loans has been prepaid or repaid. Affirmative covenants in the Credit Facility require that the Company
prepay principal of the term loans in an amount equal to certain thresholds of excess cash as defined in the credit facility. The Company has the ability to
repay the loans early in increments no less than $1 million, subject to a 2% early payment penalty if paid in year 1 and a 1% early payment penalty if paid in
year 2. Thereafter, there is no early payment penalty. In addition, the Company must preserve the existence of the legal entity, maintain the property and
insurance and comply with all laws and contractual obligations.

 
The credit facility also contains certain financial covenants, tested quarterly and in connection with any triggering event under the credit facility that

include the maintenance of a total leverage ratio as of the last day of any fiscal quarter of 3.25 to 1.00 for the period ending December 31, 2015 through
December 31, 2016. Thereafter, it decreases to 2.40 to 1.00 at December 31, 2017, 1.60 to 1.00 at December 31, 2018 and .80 to 1.00 at December 31, 2019.

 
Negative covenants in the credit facility limit the Company’s ability to, among other things: incur additional indebtedness or swap obligations, without

triggering a repayment event, incur or permit any lien on any property or asset, dispose of material assets in excess of $2 million, make investments including
loans in excess of $15 million or merge or divest a line of business or subsidiary.

 
Upon the occurrence and continuance of an event of default under the credit facility, the commitments of the lenders to make loans under the credit

facility may be terminated and the Company’s payment obligation under the credit facility may be accelerated. The event of default under the credit facility
include, among others, subject in some cases to specified cure periods: payment defaults; inaccuracy of representations and warranties in any material
respect; defaults in the observance or performance of covenants; bankruptcy and insolvency related defaults; the entry of a final judgement in excess of a
threshold amount; a material ERISA event; change of control; an impairment of collateral; and invalidity of loan documents relating to the credit facility.
The Company was in compliance with all the covenants under the credit facility at December 31, 2015.

 
Company maturities of notes payable over the next five years are as follows:
 

(In thousands)  Amount
Years ended December 31,     

2016  $ 42,582 
2017   25,000 
2018   25,000 
2019   25,000 
2020   25,000 
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19. Collaboration and License Agreements
 

North America Takeda Agreement
 
In October 2004, the Company entered into an agreement with Takeda to supply, develop and commercialize AMITIZA for gastrointestinal indications

in the U.S. and Canada. The original agreement was amended on February 1, 2006 through a supplemental agreement, and in October 2014 the Company and
Takeda and certain Takeda affiliates executed amendments to the agreement. Collectively, these are referred to as the North America Takeda Agreement.
Payments to the Company under these agreements include a non-refundable upfront payment, non-refundable development and commercial milestone
payments, reimbursement of certain development and co-promotion costs, and product royalties.

 
The Company has received a total of $160.0 million in upfront and development milestone payments through December 31, 2015 under the North

America Takeda Agreement, including a $10.0 million development milestone received in the second quarter of 2013 for the first commercial sale of
AMITIZA for OIC. Subject to development and acceptance of future indications, the Company is potentially entitled to receive additional development
milestone and commercial milestone payments under the North America Takeda Agreement, although there can be no assurance that the Company will
receive any such payments.
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The following table summarizes the cash streams and related revenue recognized or deferred under the North America Takeda Agreement for the year
ended December 31, 2015:
 

  

Cash 
Received 
Through 

December 31, Revenue Recognized for the Year Ended December 31,  

Accounts
Receivable 
for the Year

Ended 
December 31, 

Amount 
Deferred at 

December 31,
(In thousands)  2015  Through 2013  2014  2015  2015 (1)  2015
             
Product royalty revenue  $ 405,410  $ 291,427  $ 62,775  $ 74,000  $ 22,792  $ - 
                         
Product sales revenue  $ 996  $ -  $ -  $ 10,311  $ 9,315  $ - 
                         
Research and development revenue:                         
Up-front payment - remainder  $ 17,624  $ 17,624  $ -  $ -  $ -  $ - 
Development milestones   140,000   140,000   -   -   -   - 
Reimbursement of research and development
expenses   131,432   116,805   7,221   10,164   2,758   - 

Total  $ 289,056  $ 274,429  $ 7,221  $ 10,164  $ 2,758  $ - 
                         
Collaboration revenue:                         
Supply agreements - Manufacturing  $ 2,337  $ -  $ -  $ 2,337  $ -  $ - 
Up-front payment associated with the Company's

obligation to participate in joint committees  $ 2,376  $ 1,346  $ 147  $ 147  $ -  $ 736 
Total  $ 4,713  $ 1,346  $ 147  $ 2,484  $ -  $ 736 

                         
Co-promotion revenue  $ 32,813  $ 29,453  $ 3,360  $ -  $ -  $ - 
 
 
(1) Includes billed and unbilled accounts receivable.
 

Upon execution of the North America Takeda Agreement, the Company was required to complete several deliverables, which Takeda was responsible to
fund. The following are the required deliverables of the Company, along with the related contractual cash flows from Takeda and the associated obligations
and performance period of the Company relating to research and development revenue:
 
 · Upon receipt of the $20.0 million upfront payment, the Company deferred approximately $2.4 million to be recognized using the time-based model

over the performance period of the participation in various joint committee meetings. The Company expects its participation on all committees to
continue throughout the term of the North America Takeda Agreement. During each of the years ended December 31, 2015, 2014 and 2013, the
Company recognized approximately $147,000 of this deferred amount as collaboration revenue on the Consolidated Statements of Operations and
Comprehensive Income.

· The Company granted Takeda an exclusive license of lubiprostone to co-develop, commercialize, and sell products for gastroenterology indications
in the U.S. and Canada. The Company has recorded product royalty revenue of approximately $74.0 million, $62.8 million; and $52.1 million for
the years ended December 31, 2015, 2014 and 2013, respectively. This revenue is recorded as product royalty revenue in the Consolidated
Statements of Operations and Comprehensive Income.

· The Company has provided development work necessary for an NDA submission to the FDA for the treatment of CIC and IBS-C indications. Takeda
funded the initial $30.0 million of development costs, the Company was obligated to fund the first $20.0 million in excess of the initial $30.0
million funded by Takeda and the two parties are to equally share any required development costs in excess of $50.0 million. Although there was no
defined performance period for this development work, the period to perform the work would not exceed the term of the North America Takeda
Agreement. In January 2006, the Company received approval for its NDA for AMITIZA to treat CIC and completed and submitted the supplemental
NDA for IBS-C to the FDA in June 2007.

 · In conjunction with the R-Tech acquisition in October 2015, the Company now recognizes product sales through the North America Takeda
Agreement. The Company has recorded product sales revenue of approximately $10.3 million for the year ended December 31, 2015.

 
The Company initially deferred the residual amount of the $20.0 million upfront payment totaling approximately $17.6 million, development milestone

payments received totaling $50.0 million, and reimbursement of the initial $30.0 million of research and development costs for the development of
AMITIZA for CIC and IBS-C indications. These deferred amounts were applied towards the unit of accounting that combines the participation in the joint
development committee and the development of CIC and IBS-C and was recognized over the performance period of developing the CIC and IBS-C NDA
submissions. The Company completed the development of the CIC and IBS-C in June 2007 and filed a sNDA for IBS-C. This was the culmination of the
performance period. In June 2007, the Company also recognized as revenue, in full, $30.0 million from Takeda upon the filing of the sNDA for AMITIZA to
treat IBS-C. The Company received a $50.0 million development milestone from Takeda as a result of the FDA’s approval on April 29, 2008 of the sNDA for
IBS-C in women aged 18 years and older and recognized the payment as research and development revenue during the year ended December 31, 2008.
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During 2006, the joint commercialization committee granted approval for the Company and Takeda to begin three new studies. The following are the
three additional deliverables of the Company, along with the related contractual cash flows from Takeda and the associated obligations and performance
period of the Company, when the three studies were agreed upon:

 
· The Company is obligated to perform studies in connection with changes to labeling for CIC. Takeda is obligated to fund 70% of the labeling

studies and the Company is obligated to fund the remaining 30%. There is no defined performance period, but the performance period will not
exceed the term of the North America Takeda Agreement.

· The Company is obligated to perform studies for the development of an additional indication for OIC. Takeda is obligated to fund all development
work up to a maximum aggregate of $50.0 million for each additional indication and $20.0 million for each new formulation. If development costs
exceed these amounts, Takeda and the Company shall equally share such excess costs. There is no defined performance period, but the performance
period will not exceed the term of the North America Takeda Agreement. The Company decided to conduct one additional phase 3 efficacy studies
in order to submit a sNDA for the OBD indication. In February 2012, the Company announced that lubiprostone met the primary endpoint in a phase
3 clinical trial for the treatment of OBD in patients with chronic, non-cancer pain, excluding those taking methadone.

· The Company is obligated to perform all development work necessary for phase 4 studies, for which Takeda is obligated to fund all development
work. There is no defined performance period, but the performance period will not exceed the term of the North America Takeda Agreement.

 
The Company has assessed these required deliverables to determine which deliverables are considered separate units of accounting. As a result of the

Company and Takeda agreeing to perform and fund these studies simultaneously, the Company determined that there is no objective and reliable evidence to
determine the fair value for each of the studies. Accordingly, the Company has combined these three required deliverables as a single unit of accounting. All
cash payments from Takeda related to these three deliverables are deferred upon receipt and recognized over the estimated performance period to complete
the three studies using the time-based model.

 
In 2011, the Joint Commercialization Committee (JCC) granted approval to begin studies for a liquid formulation. In addition, in 2012, the JCC granted

approval for studies for a pediatric dosage. These additional deliverables are considered separate units of accounting and the Company recognizes revenue
from Takeda reimbursements for these deliverables when earned.

 
Co-promotion costs after May 31, 2011 were reimbursed under the Takeda Agreement. The Company has recognized approximately zero, $3.4 million

and $61,000 of revenues for the years ended December 31, 2015, 2014 and 2013, respectively, which is recorded as co-promotion revenue in the
Consolidated Statements of Operations and Comprehensive Income.

 
The Company has assessed these required deliverables to determine which deliverables are considered separate units of accounting. The Company

determined that its sales force and miscellaneous marketing activities are treated as separate units of accounting. The Company is recognizing the cost
reimbursements received for these deliverables as co-promotion revenues when services are performed and the reimbursement payments are due under the
Supplemental Takeda Agreement.

 
Global Takeda Agreement
In October 2014, the Company and Takeda entered into the Global Takeda Agreement to develop and commercialize AMITIZA. The territories excluded

from the Global Takeda Agreement are Canada, the U.S., Japan and the People’s Republic of China. Canada and the U.S. are covered by the North America
Takeda Agreement, and Japan is covered by the Japan Mylan Agreement. Switzerland and the U.K. have already received regulatory approval for AMITIZA
to be marketed and sold. All other territories covered under the Global Takeda Agreement will need to have regulatory approval before AMITIZA can be sold.
 

Under the terms of the Global Takeda Agreement, the Company supplies Takeda with AMITIZA at a negotiated supply price. The Company also
received a nonrefundable upfront payment of $14.0 million from Takeda for exclusive rights to develop and commercialize AMITIZA in the global markets
covered by the Global Takeda Agreement. In addition, the Company is also eligible for up to $35.0 million in additional commercial milestone payments
contingent on the achievement of certain net sales revenue targets. Takeda is responsible for all development activities and costs, except that the Company
will assume responsibility for the first $6.0 million of those development expenses incurred by Takeda.
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The Global Takeda Agreement is considered a multiple-element arrangement for accounting purposes. The Company identified the rights to use the
Company’s license to develop and commercialize AMITIZA and the sale of AMITIZA product at a negotiated price as the deliverables. During the fourth
quarter of 2014, the Company received a $14.0 million milestone payment and allocated $8.0 million to the right to use the license and $6.0 million to a
collaboration obligation to reimburse Takeda for the first $6.0 million in developmental expenses incurred. There were no product sales to Takeda under the
Global Takeda Agreement during 2014 and 2015.

 
Japan Mylan Agreement
In February 2015, Abbott and Mylan closed Mylan’s purchase of Abbott’s non-U.S. developed markets specialty and branded generics business, which

included the Company’s February 2009 Japan Mylan Agreement to develop and commercialize lubiprostone for the treatment of CIC in Japan. The Company
did not experience any significant changes in the commercialization of AMITIZA in Japan as a result of the transfer of the Japan Mylan Agreement from
Abbott to Mylan.

 
The Japan Mylan Agreement grants Mylan the right of exclusive negotiation to any additional indications for which lubiprostone is developed in Japan

under all relevant patents, know-how and trademarks. Under the terms of the Japan Mylan Agreement, payments to the Company include sales of product at a
negotiated sales price, a non-refundable upfront payment and non-refundable development and commercial milestone payments based on achieving
specified development, regulatory and sales goals.

 
The collaboration efforts under the agreement are governed by two committees consisting of an equal number of representatives from both parties. The

joint commercialization and steering committee oversees commercialization-related activities and resolves any conflicts arising from a joint development
committee, which oversees the development-related activities in Japan.

 
The Company is required to fund and complete all the development work including additional clinical studies required to obtain regulatory approval for

the treatment of CIC in Japan. The Company completed all development activities in the fourth quarter of 2012. The Company owns all the rights covered
under the regulatory filings.

 
Mylan is required to fund and undertake all commercialization efforts including pre-launch and post-launch marketing, promotion and distribution.

Mylan is required to maintain the number of sales staff and the estimated level of annual net sales based on the commercialization plan to be developed and
approved by the joint commercialization and steering committee described above.

 
The Company has recorded product sales revenue under the Japan Mylan Agreement of approximately $53.9 million and $32.1 million for the years

ended December 31, 2015 and 2014, which includes a $5.0 million and a $2.5 million net sales milestone, respectively. As of December 31, 2015, the
Company has received a total of $37.5 million in up-front and development milestone payments under the Japan Mylan Agreement. Under the Japan Mylan
Agreement, the Company could receive additional milestone payments based on achieving other specified development and commercialization goals
although there can be no assurance that the Company will receive any such payments.
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The following table summarizes the cash streams and related revenue recognized or deferred under the Japan Mylan Agreement for the year ended
December 31, 2015:

 
 

  

Cash 
Received 
Through 

December 31,  
Revenue Recognized for the Year Ended 

December 31,  

Accounts 
Receivable 
for the Year 

Ended 
December 31, 

Foreign 
Currency  

Amount 
Deferred at 

December 31,
(In thousands)  2015  Through 2013  2014  2015  2015  Effects  2015
Collaboration revenue:               
Up-front payment associated with the Company's

obligation to participate in joint committees  $ 846  $ 241  $ 39  $ 34  $ -  $ 116  $ 416 
                             
Research and development revenue                             
Up-front payment - remainder  $ 9,154  $ 9,302  $ -  $ -  $ -  $ (148)  $ - 
Development milestone payment   27,500   27,755   -   5,000   5,000   (255)   - 

Total  $ 36,654  $ 37,057  $ -  $ 5,000  $ 5,000  $ (403)  $ - 
                             
Product sales revenue  $ 96,937  $ 20,830  $ 32,088  $ 48,908  $ 4,958  $ 69  $ - 

 
China Gloria Agreement

In May 2015, the Company entered into an exclusive license, development, commercialization and supply agreement (China Gloria Agreement), for
AMITIZA in the People’s Republic of China. The China Gloria Agreement is effective until the thirteenth anniversary of the effective date and will
automatically renew for successive three year periods unless terminated upon one year’s prior written notice by one of the parties. Under the terms of the
China Gloria Agreement:

 
· The Company received an upfront payment of $1.0 million from Gloria during May 2015 and an upfront payment of $500,000 in June 2015 after

the CFDA accepted the IND application for a pivotal trial of AMITIZA in patients with CIC.
· The Company is eligible to receive an additional payment in the amount of $1.5 million upon the occurrence of a specified regulatory or

commercial milestone event.
· Gloria is responsible for all development activities and costs, as well as commercialization and regulatory activities, for AMITIZA in the People’s

Republic of China.
· The Company will be the exclusive supplier of AMITIZA to Gloria at an agreed upon supply price.

 
RESCULA Agreement
 
Japan Santen Agreement

In March 2012, R-Tech entered into an exclusive transaction agreement (Japan Santen Agreement) with Santen Pharmaceutical Co. Ltd (Santen) to
commercialize RESCULA in Japan. The initial term of the Japan Santen Agreement ends on March 31, 2016; thereafter, the agreement automatically extends
for successive one-year renewal terms unless either party gives the other party an 11-month prior notice. Under the terms of the Japan Santen Agreement:

· The Company recognizes revenues from the product sales of RESCULA to Santen at a negotiated price.
· During 2015, the Company recognized $1.5 million of RESCULA revenue.

 
20. Stockholders’ Equity 
 
Capital Structure

The Company has two classes of common stock authorized: class A common stock and class B common stock. In 2012, the company’s majority
stockholder and only holder of the Company’s class B common stock converted all of its outstanding shares of class B common stock into shares of the
Company’s class A common stock. The Company is not authorized to issue additional shares of class B common stock except in limited circumstances. As a
result of the conversion, there is now only a single class of outstanding common stock, class A common stock, which is entitled to one vote per share.
 
Cantor Sales Agreement

In January 2013, the Company entered into a sales agreement with Cantor Fitzgerald & Co. (Cantor Sales Agreement), which enables the Company to
offer and sell up to an aggregate of $20.0 million of shares of its class A common stock through Cantor Fitzgerald & Co. as the Company’s sales agent. Sales
of the Company’s class A common stock under the Cantor Sales Agreement are sales deemed to be “at-the-market” equity offerings as defined in Rule 415
promulgated under the Securities Act of 1933, as amended (Securities Act). Cantor Fitzgerald & Co. is entitled to receive a commission of 3.0% of gross sales
in connection with the sale of the Company’s class A common stock. During the year ended December 31, 2014, the Company sold an aggregate of 538,521
shares of its class A common stock, and received gross proceeds of approximately $5.5 million, before deducting issuance expenses, pursuant to the Cantor
sales Agreement. The Company terminated the Cantor Sales Agreement in November 2015.
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Treasury Stock
In 2008, the Company announced a stock repurchase program under which the Company is authorized to purchase up to $10.0 million of its class A

common stock from time to time in open-market transactions. In 2011, the Board authorized the repurchase of up to an aggregate of $2.0 million of the
Company’s class A common stock out of the $10.0 million authorized by the Board in 2008. In 2012, the Board authorized the increase of such amount of
repurchase to up to an aggregate of $5.0 million. In 2013, the Company repurchased 67,762 shares of its class A common stock under this program at a cost of
$336,000. All shares of class A common stock purchased in 2013 were purchased in January, February and March of 2013.

 
On October 20, 2015, as part of the R-Tech acquisition, the Company acquired 2,485,150 shares of the Company’s class A common stock. As part of the

R-Tech purchase price allocation, $44.0 million was allocated to these shares based on the October 20, 2015 closing price of $17.68 per share.
 
Employee Stock-Based Compensation

The Company accounts for stock-based compensation using the fair value method. The fair value of awards granted is estimated at the date of grant and
recognized as expense on a straight-line basis over the requisite service period with the offsetting credit to additional paid-in capital. For awards with
performance conditions, the Company recognizes the compensation expense if and when the Company concludes that it is probable that the performance
condition will be achieved. The Company reassesses the probability of achieving the performance condition at each reporting date. The assumptions used to
estimate the fair value of stock options granted for the years ended December 31, 2015, 2014 and 2013 were as follows:

 
  Year Ended December 31,
  2015  2014  2013
Expected volatility   54% - 70%    70% - 72%    65% - 75%  
Risk-free interest rate   1.34% - 1.93%    1.63% - 2.01%    1.23% - 1.40%  
Expected term (in years)   5.28 - 6.25    5.28 - 6.25    5.50 - 6.25  
Expected dividend yield    0%      0%      0%   

 
Employee stock-based compensation expense for the years ended December 31, 2015, 2014 and 2013 has been reduced for estimated forfeitures as such

expense is based upon awards expected to ultimately vest. Estimated forfeiture rates used during the years ended December 31, 2015, 2014 and 2013 ranged
from 10.0% to 30.94%.

 
Employee stock-based compensation expense recorded in the Company’s Consolidated Statements of Operations and Comprehensive Income for the

years ended December 31, 2015, 2014 and 2013 was as follows:
 

  Year Ended December 31,
(In thousands)  2015  2014  2013
Research and development expense  $ 2,165  $ 349  $ 293 
General and administrative expense   5,053   1,816   1,260 
Selling and marketing expense   131   122   191 
Total   7,349   2,287   1,744 
 
Stock Option Plans

Amended and Restated 2001 Stock Incentive Plan
In 2001, the Company adopted the 2001 Stock Incentive Plan (2001 Plan) to provide common stock incentives to certain eligible employees, officers,

directors, consultants and advisors of the Company. In 2003, the Board amended the 2001 Plan (Amended 2001 Plan) to allow for a maximum of 8,500,000
shares of class A common stock to be issued under all awards.
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In August 2005, the Board granted 510,000 stock options to non-employees under the Amended 2001 Plan. These non-employee stock options vested
immediately and had a weighted average exercise price per share of $5.85. In 2006, the Board determined no further options would be granted under the
Amended 2001 Plan. Non-employee options outstanding and exercisable under the Amended 2001 Plan at December 31, 2015 and 2014 were zero and
255,000, respectively, with a remaining contractual life of zero and .25 years, respectively. During 2015 and 2014, 127,500 and 155,000 options were
exercised, respectively, with an aggregate intrinsic value of $1.0 million and $0.3 million, respectively. The Company received $0.7 million and $0.9 million
upon the exercise of these options in 2015 and 2014, respectively.

 
A summary of non-employee stock option activity for the year ended December 31, 2015 under the Amended 2001 Plan is presented below:
 

  Shares  

Weighted 
Average 

Exercise Price 
Per Share  

Weighted 
Average 

Remaining 
Contractual 
Term (Years)  

Aggregate 
Intrinsic 

Value
Options outstanding, December 31, 2014   255,000  $ 5.85         
Options exercised   (127,500)   5.85         
Options expired   (127,500)   5.85         
Options outstanding, December 31, 2015   -          $ - 
Options exercisable, December 31, 2015   -          $ - 
Options vested and expected to vest, December 31, 2015   -          $ - 

 
Employee options outstanding and exercisable under the Amended 2001 Plan at December 31, 2015 and 2014 totaled 37,400 and 113,900 respectively,

with a remaining contractual life of .34 years and .93 years, respectively. During 2015 and 2014, 76,500 and 6,800 options were exercised, respectively, with
an aggregate intrinsic value of $0.6 million and $28,000, respectively. The Company received $0.8 million and $68,000 upon the exercise of these options
in 2015 and 2014, respectively.

 
A summary of the employee stock option activity for the year ended December 31, 2015 under the Amended 2001 Plan is presented below:
 

  Shares  

Weighted 
Average 

Exercise Price 
Per Share  

Weighted 
Average 

Remaining 
Contractual 
Term (Years)  

Aggregate 
Intrinsic 

Value
Options outstanding, December 31, 2014   113,900  $ 10.00         
Options exercised   (76,500)   10.00         
Options outstanding, December 31, 2015   37,400   10.00   0.34  $ 272,646 
Options exercisable, December 31, 2015   37,400   10.00   0.34  $ 272,646 
Options vested and expected to vest, December 31, 2015   37,400   10.00   0.34  $ 272,646 

 
2006 Stock Incentive Plan
In 2006, the Board approved the 2006 Stock Incentive Plan, which has been amended and restated (as amended and restated, 2006 Plan), and reserved

8,500,000 shares of class A common stock for issuance under the 2006 Plan. Option awards under the 2006 Plan are granted with an exercise price equal to
the closing market price of the Company’s stock on the date of grant. The options generally vest over four years and have a ten-year contractual term. At
December 31, 2015, there were 2,083,077 shares available for future grants under this plan.
 

The 2006 Plan includes an “evergreen” provision by which the number of shares of the Company’s class A common stock available for issuance
increases automatically on the first day of each calendar year by 5.0% of the aggregate number of shares of the Company’s class A and B common stock
outstanding on such date, or such lesser number as the Board may determine. The 2006 Plan also provides that the number of shares of class A common stock
included in each annual increase will be 500,000, or such lesser number as the Board may determine. The Board determined that the amount of the increase in
the shares available for issuance under the 2006 Plan as of January 1, 2015 and 2014 pursuant to the “evergreen” provision was zero.
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A summary of the employee stock option activity for the year ended December 31, 2015 under the 2006 Plan is presented below:
 

  Shares  

Weighted 
Average 

Exercise Price 
Per Share  

Weighted 
Average 

Remaining 
Contractual 
Term (Years)  

Aggregate 
Intrinsic 

Value
Options outstanding, December 31, 2014   4,021,491  $ 6.93         
Options granted   1,321,634   15.18         
Options exercised   (693,077)   5.93         
Options forfeited   (205,516)   10.45         
Options expired   (3,924)   4.09         
Options outstanding, December 31, 2015   4,440,608   9.37   8.23  $ 35,461,431 
Options exercisable, December 31, 2015   1,763,116   7.07   6.89  $ 18,019,310 
Options vested and expected to vest, December 31, 2015   3,581,991   8.99   8.02  $ 29,896,200 
 

During 2015 the 200,000 market-based stock options held by the Company’s Chief Executive Officer attained the award’s performance goal and began
vesting ratably through 2018. This event had an insignificant impact on the stock-based compensation expense in 2015.

 
Additionally in 2015 450,000 time-based stock options with accelerated vesting conditions held by certain eligible employees fully vested upon

achieving the award’s goals. Stock-based compensation expense for the year ended December 31, 2015 increased approximately $1.0 million as a result of
this event.

 
Time-based stock options granted in 2015 totaled 1,321,634. These options vest in equal annual installments over four years from date of grant, and

expire ten years from date of grant.
 
The weighted average grant date fair value of options granted during the years ended December 31, 2015, 2014 and 2013 were $15.18, $7.68 and $7.36,

respectively. As of December 31, 2015, approximately $9.8 million of total unrecognized compensation costs, net of estimated forfeitures, related to non-
vested awards are expected to be recognized over a weighted average period of 2.8 years. When an option is exercised, the Company issues a new share of
class A common stock. During 2015 and 2014, 693,077 options and 618,377 options were exercised, respectively, with an aggregate intrinsic value of $8.6
million and $3.0 million, respectively. The Company received $4.1 million and $2.8 million upon the exercise of these options in 2015 and 2014,
respectively.

 
Employee Stock Purchase Plan

In 2006, the Board approved a 2006 Employee Stock Purchase Plan (ESPP) and reserved 4,250,000 shares of class A common stock for issuance under
the ESPP. The ESPP is non-compensatory and is intended to qualify as an Employee Stock Purchase Plan as defined in Section 423 of the Internal Revenue
Code of 1986, as amended. Under the ESPP, eligible employees may purchase common stock through payroll deductions of up to 10.0% of compensation
during the plan period. On January 19, 2015, the Compensation Committee of the Board approved the change in the purchase price to 85.0% of market price
at the end of each plan period, which is generally three months. A total of 9,085 shares, 5,853 shares, and 3,625 shares of common stock were purchased by
employees under the ESPP during the years ended December 31, 2015, 2014 and 2013, respectively. The Company received approximately $128,000,
$35,000, and $24,000 from the purchase of shares under the ESPP for the years ended December 31, 2015, 2014 and 2013, respectively.
 
Tax Benefits

As of December 31, 2015, the balance of the Company's additional paid-in capital pool related to tax windfall benefits from the stock option exercises
was $2.5 million.
 

The Company applies a with-and-without approach in determining its intra-period allocation of tax expense or benefit attributable to stock based
compensation deductions. Since the Company does not have any net operating loss carry-forwards in the U.S., the tax benefit reduces income taxes payable
in the current year and is therefore recorded to additional paid-in-capital.

 
Accumulated Other Comprehensive Income (Loss)

The following table details the accumulated other comprehensive income (loss) activity for the years ended December 31, 2015, 2014, and 2013:
 

(In thousands)  

Foreign currency 
translation 
adjustments  

Unrealized 
income (loss) on 
investments, net 

of tax effect  

Unrealized 
income (loss) on 
pension benefit 

obligation, 
net of tax effect  

Accumulated other 
comprehensive 

income (loss)
Balance at December 31, 2012  $ 16,126  $ 40  $ -  $ 16,166 

Other comprehensive income before reclassifications   (567)   2   -   (565)
Amounts reclassified from accumulated other comprehensive loss   -   -   -   - 

Balance at December 31, 2013  $ 15,559  $ 42  $ -  $ 15,601 
Other comprehensive income before reclassifications   (351)   (7)   (978)   (1,336)
Amounts reclassified from accumulated other comprehensive loss   -   -   -   - 

Balance at December 31, 2014  $ 15,208  $ 35  $ (978)  $ 14,265 
Other comprehensive income before reclassifications   (965)   7   105   (853)
Amounts reclassified from accumulated other comprehensive loss   -   -   -   - 

Balance at December 31, 2015  $ 14,243  $ 42  $ (873)  $ 13,412 
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21. Income Taxes
 
Income before income taxes for the years ended December 31, 2015, 2014 and 2013 is as follows:
 

  Year Ending December 31,
  2015  2014  2013
U.S.  $ 14,685  $ 18,005  $ 9,175 
Foreign   28,990   9,128   1,768 
  $ 43,675  $ 27,133  $ 10,943 
 

The provision for income taxes consists of the following for the years ended December 31, 2015, 2014 and 2013:
 

  Year Ended December 31,
(In thousands)  2015  2014  2013
Current tax provision (benefit):             

U.S. Federal  $ 15,678  $ 11,319  $ 5,198 
U.S. State   1,810   1,351   1,008 
Foreign   2,709   793   (582)

Total current tax provision   20,197   13,463   5,624 
             
Deferred provision (benefit):             

U.S. Federal   (6,375)   (172)   (1,783)
U.S. State   (899)   (16)   (279)
Foreign   (2,619)   730   366 

Total deferred provision (benefit)   (9,893)   542   (1,696)
             
Total income tax provision  $ 10,304  $ 14,005  $ 3,928 

 
Deferred tax assets (liabilities), net, consist of the following as of December 31, 2015 and 2014:
 

  December 31,
  2015  2014
(In thousands)     
Deferred tax assets:         

Foreign net operating loss carry-forwards  $ 716  $ 1,409 
State net operating loss carry-forwards   2   3 
Tax credit carry-forwards   976   - 
Deferred revenue   446   1,803 
Accrued expenses   1,450   734 
Tax benefits on stock options   3,288   2,063 
Research and development credits   1,759   - 
Inventory   -   615 
Property and equipment   -   15 
Other   3,775   207 

Gross deferred tax assets   12,412   6,849 
         
Deferred tax liabilities:         

Property and equipment   (654)   (122)
Inventory   (3,990)   - 
Investments   (13,963)   - 
Intangibles   (44,025)   (4,368)

Gross deferred tax liabilities   (62,632)   (4,490)
         

Less: valuation allowance   (2,277)   (2,132)
Net deferred tax assets (liabilities)  $ (52,497)  $ 227 
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The provision for income taxes vary from the income taxes provided based on the federal statutory rate as follows for the three years ended December 31,
2015, 2014 and 2013:

 
  Year Ended December 31,
(In thousands)  2015  2014  2013
Federal tax provision (benefit)   35.0%  35.0%  35.0%
State taxes, net of federal tax benefit   0.9%  2.1%  4.9%
Foreign tax rate differential   -16.8%  0.0%  0.0%
Changes in valuation allowance   0.5%  1.4%  -21.6%
Nondeductible expenses   2.3%  1.7%  1.3%
Stock based compensation   0.6%  -0.1%  -2.8%
Impact of intangible transfer   0.7%  5.8%  7.3%
Impact of uncertain tax positions   1.8%  -0.2%  -0.1%
Adjustment to deferred tax asset   -1.6%  0.5%  11.1%
Impact of foreign operations   0.0%  -3.7%  0.3%
Subpart F income, net of FTC   2.3%  9.1%  0.0%
Change in tax rates   0.0%  0.0%  0.6%
Loan forgiveness   -2.3%  0.0%  0.0%
Japanese R&D credit   -1.6%  0.0%  0.0%
Changes in other tax matters   1.8%  0.0%  -0.1%
   23.6%  51.6%  35.9%

 
The significant increase in the net deferred tax liability shown above was a result of the R-Tech acquisition in October 2015. Specifically, purchase

accounting adjustments to the financial reporting basis of R-Tech assets and liabilities resulted in significant deferred tax liabilities that were recorded during
purchase accounting.

 
At December 31, 2015 and 2014, the Company had foreign net operating loss carry-forwards of $2.8 million and $5.9 million, respectively.

Approximately $1.0 million of the foreign NOLs begin to expire in December 2019, and $1.8 million of the foreign NOLs do not expire. As of December 31,
2015 and 2014, the Company had no material NOLs in the U.S.

 
As of December 31, 2015 and 2014, the Company had a valuation allowance on its deferred tax assets of $2.3 million and $2.1 million, respectively. The

change in the valuation allowance was due to two factors. First, the release of valuation allowance in two foreign jurisdictions and the reversal of existing US
GAAP to local GAAP deferred tax assets during the year resulted in a net decrease. In addition, the Company established a valuation allowance for certain tax
credit carryforwards that are expected to expire unutilized.

 
The valuation allowance at December 31, 2015 and 2014 relates to deferred tax assets in the foreign jurisdictions and certain tax credit carryforwards in

the US. The Company will continue to evaluate its valuation allowance position in each jurisdiction on a regular basis. To the extent the Company
determines that all or a portion of its valuation allowance is no longer necessary, the Company will recognize an income tax benefit in the period such
determination is made for the reversal of the valuation allowance. Once the valuation allowance is eliminated in whole or in part, it will not be available to
offset the Company’s future tax provision.

  
The Company has recorded a total income tax liability for uncertain tax positions (including interest) of approximately $3.1 million and $0.8 million, as

of December 31, 2015 and 2014, respectively. The Company presently does not expect to settle any of this amount within the next twelve months in cash and
as such, has reflected the entire balance as other liabilities in the accompanying Consolidated Balance Sheets. The amount represents the aggregate tax effect
of differences between tax return positions and the amounts otherwise recognized in the Company’s Consolidated Financial Statements. The liability for
uncertain tax positions as of December 31, 2015 and 2014 mainly pertains to the Company’s interpretation of nexus in certain states related to revenue
sourcing for state income tax purposes, as well as uncertain tax positions related to related party interest in foreign jurisdictions.

 
A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, for the years ended December 31,

2015, 2014 and 2013 is as follows:
 

  Year Ended December 31,
  2015  2014  2013
Balance at January 1  $ 712  $ 550  $ 979 
Increases for tax positions taken during prior periods   452   (91)   4 
Decreases in unrecognized tax benefits related to taxing authority correspondence   (280)   -   (467)
Increases for tax positions taken during current period   2,108   253   34 
Balance at December 31  $ 2,992  $ 712  $ 550 
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The Company recognizes interest and penalties related to uncertain tax positions as a component of the income tax provision. During 2015, 2014 and
2013, the Company recorded an immaterial amount of interest related to uncertain tax positions. Of the unrecognized tax benefits noted above,
approximately $1.7 million would impact the effective tax rate if a future change were to occur. It is reasonably possible that the $1.3 million of the liability
for unrecognized tax benefits will decrease within the next 12 months.

 
Currently tax years 2011 to 2015 remain open and subject to examination in the major tax jurisdictions in which tax returns are filed. The tax years

2009-2011 were examined by the U.S. tax authorities and resulted in no tax adjustments.
 

 
22. Quarterly Financial Data (unaudited)
 
  2015 Quarters Ended
(In thousands, except per share data)  December 31  September 30  June 30  March 31
Total revenues  $ 55,368  $ 33,448  $ 34,884  $ 29,480 
Income from operations   11,568   11,657   11,580   9,654 
Net income   10,151   7,236   9,576   6,408 
Net income per share:                 

Basic  $ 0.24  $ 0.16  $ 0.21  $ 0.14 
Diluted   0.23   0.16   0.21   0.14 

 
  2014 Quarters Ended
(In thousands, except per share data)  December 31  September 30  June 30  March 31
Total revenues  $ 37,757  $ 31,463  $ 24,069  $ 22,161 
Income from operations   17,048   3,643   3,811   2,729 
Net income   9,283   1,480   1,610   755 
Net income per share:                 

Basic  $ 0.21  $ 0.03  $ 0.04  $ 0.02 
Diluted   0.21   0.03   0.04   0.02 

 
Net income per share is computed independently for each of the quarters presented. Therefore, the sum of the quarterly net income per share information

may not equal annual net income per share.
 
23. Subsequent Events
 

On January 11, 2016, the Company entered into an option and collaboration agreement with Cancer Prevention Pharmaceuticals, Inc. (CPP). Under the
terms of the agreement, CPP granted the Company the sole option to acquire an exclusive license to commercialize CPP-1X/sulindac combination product in
North America. This product is currently in a Phase 3 clinical trial for the treatment of familial adenomatous polyposis (FAP). Enrollment in the study is
expected to be complete in the first half of 2016 and the trial is expected to conclude in 2018.

 
Under the terms of the agreement, the Company has invested $5.0 million in CPP in the form of a convertible note, with a planned additional $5.0

million equity investment in CPP’s next qualified financing, which will be either an IPO or a private financing, as defined by the agreement.  In addition, the
Company will pay CPP an option fee of up to $7.5 million, payable in two tranches; the first tranche of $3.0 million was paid at signing.  CPP will complete
the ongoing Phase 3 trial under the oversight of a joint steering committee.  Upon exercise of its exclusive option, the Company would acquire an exclusive
license to develop and commercialize the product in North America for all indications and would be obligated to pay CPP up to an aggregate of $190 million
in license fees and milestone payments upon the achievement of specified clinical development and sales milestones.  Under the terms of the license, the
Company and CPP would share equally in profits from the sale of licensed products.
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Schedule II – Valuation and Qualifying Accounts
 

(In thousands)  

Balance at 
Beginning 

of Year  

Additions 
Charged to 
Costs and 
Expenses  Deductions  

Balance at 
End of Year

Allowance for doubtful accounts:                 
2013  $ 280  $ 160(a)  $ -  $ 440 
2014  $ 440  $ 364(a)  $ (779)(b) $ 25 
2015  $ 25  $ 29  $ -  $ 54 
Valuation allowance for deferred tax assets:                 
2013  $ 4,142  $ -  $ (2,391)(c)  $ 1,751 
2014  $ 1,751  $ 381(d) $ -  $ 2,132 
2015  $ 2,132  $ 1,177(e)  $ (1,032)(c)  $ 2,277 

 
(a) In 2013 and 2014, the increase in allowance for doubtful accounts is associated with certain disputed Takeda invoices.
(b) In 2014 the deduction from allowance for doubtful accounts resulted from a charge-off of certain disputed Takeda invoices.
(c) In 2013 and 2015, the net decrease in valuation allowance for deferred tax assets of $2.4 million and $1.0 million, respectively, was due primarily to

the release of the valuation allowance in certain jurisdictions that management believes the deferred tax assets are more likely than not to be utilized,
as well as the reversal of all deferred tax assets of Ambrent in 2013 for anticipated liquidation.

(d) The net increase of $381,000 was primarily due to the additional NOL’s in foreign jurisdictions where management believes it is more likely than not a
portion of the NOL balance will expire prior to utilization.

(e) In 2015, the net increase in the valuation allowance of $1.2 million was a result of the accrual of tax credit carryforwards that are expected to expire
prior to utilization.
 

 

F-41 



 

Sucampo Pharmaceuticals, Inc.
Exhibit Index

 
Exhibit           
Number  Description  Form  File No.  Exhibit  Filing Date
2.1

 

Agreement and Plan of Reorganization, dated as of December 29,
2008, among the Company, Sucampo Pharma Holdings, Inc. and
Sucampo MS, Inc.  

8-K  001-33609  2.1  12/29/2008

           
2.2

 

Stock Purchase Agreement, dated December 23, 2010, among Dr.
Ryuji Ueno, as trustee of the Ryuji Ueno Revocable Trust under Trust
Agreement dated December 20, 2002, Dr. Sachiko Kuno as trustee of
the Sachiko Kuno Revocable Trust under Trust Agreement dated
December 20, 2002, Dr. Ryuji Ueno, Dr. Sachiko Kuno, Ambrent
Investments S.à.r.l., and Sucampo Pharmaceuticals, Inc.  

8-K  001-33609  2.1  12/29/2010

           
2.3#

 

Strategic Alliance Agreement, dated as of August 26, 2015, among
Sucampo Pharmaceuticals, Inc., Sucampo Pharma, LLC and R-Tech
Ueno, Ltd.  

10-Q  001-33609  10.2  11/4/2015

           
2.4#

 

Share Purchase Agreement, dated August 26, 2015,  among Dr. Ryuji
Ueno, Dr. Sachiko Kuno, S&R Technology Holdings, LLC, and
Sucampo Pharmaceuticals, Inc.  

10-Q  001-33609  10.3  11/4/2015

           
3.1  Certificate of Incorporation  8-K  001-33609  3.1  12/29/2008
           
3.2  Certificate of Amendment  8-K  001-33609  3.2  12/29/2008
           
3.3  Amended and Restated Bylaws  8-K  001-33609  3.3  8/2/2013
           
4.1

 
Specimen Stock Certificate evidencing the shares of class A common
stock  

S-1/A  333-135133  4.1  2/1/2007

           
10.1^  Amended and Restated 2001 Stock Incentive Plan  S-1  333-135133  10.1  6/19/2006
           
10.2^  Amended and Restated 2006 Stock Incentive Plan  10-Q  001-33609  10.2  11/14/2007
           
10.3^  2006 Employee Stock Purchase Plan  S-1/A   333-135133  10.3  10/20/2006
           
10.4^  Form of Investor Rights Agreement  S-1   333-135133  10.16  6/19/2006
           
10.5*

 
Collaboration and License Agreement, dated October 29, 2004,
between the Company and Takeda Pharmaceutical Company Limited  

S-1   333-135133  10.21  6/19/2006

           
10.6*

 
Agreement, dated October 29, 2004, among the Company, Takeda
Pharmaceutical Company Limited and Sucampo AG  

S-1   333-135133  10.22  6/19/2006

           
10.7*

 
Supply Agreement, dated October 29, 2004, among the Company,
Takeda Pharmaceutical Company Limited and R-Tech Ueno, Ltd.  

S-1   333-135133  10.23  6/19/2006

           
10.8*

 

Supply and Purchase Agreement, dated January 25, 2006, among the
Company, Takeda Pharmaceutical Company Limited and R-Tech
Ueno, Ltd.  

S-1   333-135133  10.24  6/19/2006

 

 II-1  



 

10.9*
 

Supplemental Agreement, dated February 1, 2006, between the
Company and Takeda Pharmaceutical Company Limited  

S-1   333-135133  10.25  6/19/2006

           
10.10

 
Letter agreement, dated January 29, 2007, between the Company and
Takeda Pharmaceutical Company Limited  

S-1/A   333-135133  10.36  5/14/2007

           
10.11*

 
Supply Agreement, dated February 19, 2009, between Sucampo
Pharma Ltd. and Abbott Japan Co. Ltd.  

10-K  001-33609  10.43  3/16/2009

           
10.12

 

Subordinated Unsecured Promissory Note, dated December 23, 2010,
between Ambrent Investments S.à.r.l., as borrower, and Ryuji Ueno
Revocable Trust Under Trust Agreement dated December 20, 2002, as
lender  

8-K  001-33609  10.1  12/29/2010

           
10.13

 

Subordinated Unsecured Promissory Note, dated December 23, 2010,
between Ambrent Investments S.à.r.l., as borrower, and Sachiko Kuno
Revocable Trust Under Trust Agreement dated December 20, 2002, as
lender  

8-K  001-33609  10.2  12/29/2010

           
10.14*

 
Loan Guarantee and Development Agreement, dated September 8,
2011, between Numab AG and Sucampo AG  

10-K  001-33609  10.58  3/15/2012

           
10.15

 
Master Lease Agreement, effective as of January 31, 2012, between
Sucampo AG and Numab AG  

10-Q  001-33609  10.1  5/10/2012

           
10.16

 
Lease Agreement, dated December 18, 2006, between the Company
and EW Bethesda Office Investors, LLC  

10-K  001-33609  10.29  3/27/2008

           
10.17^

 
Form of Indemnification Agreement, dated December 31, 2012,
between the Company and an indemnitee  

8-K  001-33609  99.6  1/7/2013

           
10.18^

 
Employment Agreement, dated February 10, 2014, between the
Company and Peter Greenleaf  

10-K  001-33609  10.70  3/12/2014

           
10.19*

 

Settlement and License Agreement, dated September 30, 2014, among
the Company, Sucampo AG, R-Tech Ueno, Ltd., Takeda
Pharmaceutical Company Limited, Takeda Pharmaceuticals USA, Inc.,
Takeda Pharmaceuticals America, Inc., Anchen Pharmaceuticals, Inc.,
Par Pharmaceutical, Inc. and Par Pharmaceutical Companies, Inc.  

10-Q  001-33609  10.2  11/7/2014

           
10.20*

 
Manufacturing and Supply Agreement, dated September 30, 2014,
between Sucampo AG and Par Pharmaceutical, Inc.  

10-Q  001-33609  10.3  11/7/2014

           
10.21*

 

Amendment No. 1, dated September 30, 2014, to Collaboration and
License Agreement dated October 29, 2004 and Supplemental
Agreement, dated February 1, 2006, between Sucampo Pharma
Americas, LLC and Takeda Pharmaceutical Company Limited  

10-Q  001-33609  10.4  11/7/2014

           
10.22

 

Amendment No. 1, dated September 30, 2014, to the Agreement dated
October 29, 2004, between Sucampo Pharma Americas, LLC, Takeda
Pharmaceutical Company Limited and Sucampo AG  

10-Q  001-33609  10.5  11/7/2014

           
10.23*

 

Amendment No. 1, dated September 30, 2014, to Supply Agreement
dated October 29, 2004, Supply and Purchase Agreement dated
January 25, 2006 and the Addendum to the Supply and Purchase
Agreement dated November 6, 2013, among Sucampo Pharma
Americas, LLC, Takeda Pharmaceutical Company Limited and R-Tech
Ueno, Ltd.  

10-Q  001-33609  10.6  11/7/2014

 

 II-2  



 

10.24*

 

License, Development, Commercialization and Supply Agreement For
Lubiprostone, dated October 27, 2014, between Sucampo AG and
Takeda Pharmaceuticals International GmbH Limited  

10-K  001-33609  10.79  3/9/2015

           
10.25^

 
Employment Agreement, dated as of October 27, 2014, between the
Company and Dr. Peter Kiener  

10-K  001-33609  10.80  3/9/2015

           
10.26^

 
Employment Agreement, dated as of October 27, 2014, between the
Company and Matthias Alder  

10-K  001-33609  10.81  3/9/2015

           
10.27^

 
Employment Agreement, dated as of October 27, 2014, between the
Company and Dr. Steven Caffé  

10-K  001-33609  10.82  3/9/2015

           
10.28^

 
Employment Agreement, dated as of October 27, 2014, between
Sucampo AG and Peter Lichtlen  

10-K  001-33609  10.84  3/9/2015

           
10.29^

 

Registration Rights Agreement, dated January 15, 2015, among the
Company, S&R Technology Holdings, LLC, S&R Foundation, Dr.
Ryuji Ueno and Dr. Sachiko Kuno  

S-3   333-135133  10.1  1/16/2015

           
10.30*

 

Stipulation and License Agreement, dated February 5, 2015, among
the Company, Sucampo AG,  R-Tech Ueno, Ltd. and Par
Pharmaceutical, Inc.  

10-K  001-33609  10.88  3/9/2015

           
10.31*

 
Manufacturing and Supply Agreement, dated as of February 5, 2015,
between Sucampo AG and Par Pharmaceutical, Inc.  

10-K  001-33609  10.89  3/9/2015

           
10.32*

 
Office Lease Agreement, dated May 5, 2015, between Four Irvington
Centre Associations, LLC and Sucampo Pharmaceuticals, Inc.  

10-Q  001-33609  10.1  8/5/2015

           
10.33*

 

License, Development, Commercialization And Supply Agreement For
Lubiprostone for People's Republic of China, dated May 5, 2015,
between Harbin Gloria Pharmaceuticals Co., Ltd. and Sucampo AG  

10-Q  001-33609  10.2  8/5/2015

           
10.34*

 

First Amendment to office Lease Agreement, dated September 14,
2015, between  Four Irvington Centre Associations, LLC and Sucampo
Pharmaceuticals, Inc.  

10-Q  001-33609  10.1  11/4/2015

           
10.35^  Non-employee Director Compensation Summary  Included herewith       
           
10.36^

 
Form Sucampo Pharmaceuticals, Inc. Duration-Based Stock Option
Incentive Award Stock Option Agreement Terms and Conditions  

Included herewith       

           
10.37**

 

Amendment No. 1, dated November 18,  2015 to the License,
Development, Commercialization and Supply Agreement for
Lubiprostone dated October 17, 2014, between Sucampo AG and
Takeda Pharmaceuticals International AG  

Included herewith       
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10.38**

 

Credit Agreement, dated October 16, 2015, among the Company as
borrower, the financial institutions listed therein as Lenders and
Jefferies Finance LLC, as administrative agent and collateral agent for
the Lenders  

Included herewith       

           
10.39**

 
Lease Agreement, dated April 1, 2001, between Ueno Fine Chemicals
and R-Tech Ueno Ltd.  

Included herewith       

           
10.40&

 

New Technology Development Consignment Agreement, dated April
1, 2015, between the Japan Agency for Medical Research and
Development and R-Tech Ueno, Ltd.  

Included herewith       

           
10.41**

 
Manufacturing Agreement, dated May 22, 2004,  between R-Tech
Ueno, Ltd. and Nissan Chemical Industries, Ltd.  

Included herewith       

           
101.[SCH]†  XBRL Taxonomy Extension Schema Document  Included herewith       
           
101.[CAL]†  XBRL Taxonomy Extension Calculation Linkbase Document  Included herewith       
           
101.[LAB]†  XBRL Taxonomy Extension Label Linkbase Document  Included herewith       
           
101.[PRE]†  XBRL Taxonomy Extension Presentation Linkbase Document  Included herewith       
           
21  Subsidiaries of the Company  Included herewith       
           
23.1

 
Consent of Ernst & Young LLP, Independent Registered Public
Accounting Firm  

Included herewith       

           
23.2

 
Consent of PricewaterhouseCoopers LLP, Independent Registered
Public Accounting Firm  

Included herewith       

           
31.1

 
Certification of the Principal Executive Officer, as required by Section
302 of the Sarbanes-Oxley Act of 2002  

Included herewith       

           
31.2

 
Certification of the Principal Financial Officer, as required by Section
302 of the Sarbanes-Oxley Act of 2002  

Included herewith       

           
32.1

 

Certification of the Principal Executive Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002  

Included herewith       

           
32.2

 

Certification of the Principal Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002  

Included herewith       

 
^ Compensatory plan, contract or arrangement.
* Confidential treatment has been granted for portions of this exhibit.
** Confidential treatment has been requested for certain portions of this exhibit. The confidential portions of this exhibit have been omitted and filed
separately with the Securities and Exchange Commission.
& English summary of a foreign language document.
# Pursuant to Item 601(b)(2) of Regulation S-K promulgated by the SEC, certain schedules to this agreement have been omitted. The registrant hereby agrees
to furnish supplementally to the SEC, upon its request, any or all of such omitted schedules.
† Attached as Exhibit 101 to this report are documents formatted in XBRL (Extensible Business Reporting Language).  Users of this data are advised that,
pursuant to Rule 406T of Regulation S-T, the interactive data file is deemed not filed or part of a registration statement or prospectus for purposes of Sections
11 or 12 of the Securities Act of 1933, as amended, is deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and is
otherwise not subject to liability under these sections.
 
 

II-4



Exhibit 10.35
 

Sucampo Pharmaceuticals, Inc.
Non-Employee Director Compensation Summary

 
 
This summary applies to each director of Sucampo Pharmaceuticals, Inc. (the “Company”) who is not a Company employee (a “Non-Employee Director”).
Directors who are employed by the Company do not receive additional compensation for their service on the Board or its Committees.
 
Each Non-Employee Director receives an annual retainer of $55,000 for service as a director. An additional annual retainer of $30,000 is paid to the
Chairperson of the Board or, if such individual is not a Non-Employee Director, to the Lead Independent Director instead. All annual retainers are paid in
monthly installments.
 
Each member of the Audit Committee receives an annual retainer of $12,500; the Chair of the Audit Committee receives an additional annual retainer of
$15,000.
 
Each member of the Compensation Committee receives an annual retainer of $10,000; the Chair of the Compensation Committee receives an additional
annual retainer of $8,500.
 
Each member of the Nominating & Corporate Governance Committee receives an annual retainer of $6,000; the Chair of the Nominating & Corporate
Governance Committee receives an additional annual retainer of $8,500.
 
Upon election or appointment to the Board, each Non-employee Director, is granted a non-qualified stock option to purchase 30,000 shares of Company
class A common stock, which vests in 12 equal quarterly installments at the end of each successive three-month period following the grant date through the
third anniversary of the grant date. On the date of each annual meeting of the Company’s stockholders, each Non-employee Director is granted a non-
qualified stock option to purchase 20,000 shares of Company class A common stock, which vests in 12 equal installments at the end of each successive one-
month period following the grant date through the first anniversary of the grant date.
 



Exhibit 10.36
 
 

Sucampo Pharmaceuticals, Inc. Duration-Based Stock Option Incentive Award
 

Stock Option Agreement Terms and Conditions

 
This Incentive Stock Option Agreement, along with the Sucampo Pharmaceuticals, Inc. Duration -Based Stock Option Incentive Award Summary delivered
herewith (the "Award Summary"), once signed by the individual named on the Award Summary (the "Participant"), shall constitute an Agreement made as of
the Grant Date (as indicated on the Award Summary), by and between Sucampo Pharmaceuticals, Inc., a Delaware corporation having its principal office at
805 King Farm Boulevard, Suite 550, Rockville, MD 20850 (“Sucampo” and with its direct and indirect subsidiaries, the "Company"), and the Participant.
 

WITNESSETH:
 

     WHEREAS, the Board of Directors and shareholders of Sucampo have approved the Sucampo Pharmaceuticals, Inc. 2006 Stock Incentive Plan, as
amended and restated (the “Plan”); and

 
     WHEREAS, pursuant to the authority granted to it in the Plan, the Compensation Committee of the Board of Directors of Sucampo (the

"Committee"), either directly authorized the award evidenced by this Agreement or delegated such authority to the Company’s Chief Executive Officer who
in turn authorized this award pursuant to such authority; and

 
     WHEREAS, awards granted under the Plan are subject to the terms and conditions in the Plan;
 
     NOW, THEREFORE, it is mutually agreed as follows:

 
     A. Terms and Conditions Applicable to Stock Options. All the terms and conditions set forth in this Agreement, in the Plan that apply to stock

option awards and in the Award Summary shall govern the stock options granted to the Participant under this Agreement.
 

1.             Grant of Options.
 
In consideration of the Participant remaining in the continuous service of the Company and agreeing to be bound by the covenants of Section B, Sucampo
hereby grants to Participant, on the terms and conditions set forth herein, the right and option to purchase, in whole or in part, the number of shares (the
“Shares”) of Class A common stock, $0.01 par value per share, of the Company (“Common Stock”) indicated on the Award Summary under the heading
“Total Award” at the Grant/Exercise Price per share indicated on the Award Summary (the “Option Exercise Price”), which was the Fair Market Value (as
defined below) of the Common Stock on the Grant Date, rounded up to the nearest one-fourth. The right to purchase each such share is referred to herein as an
“Option.” If designated in the Award Summary as an Incentive Stock Option, those Options are intended to qualify as Incentive Stock Options under Section
422 of the Internal Revenue Code of 1986, as amended (the “Code”); however, if any Options that are intended to be Incentive Stock Options fail to qualify
as Incentive Stock Options, such Options shall be treated as Nonstatutory Stock Options.
 

 



 

2.             Vesting Schedule.
 

Those Options that vest based on duration as set forth in the Award Summary shall vest on the applicable vesting dates and will become exercisable
from the applicable Vesting Date through the expiration date set forth in the Award Summary (the "Expiration Date"). Options may vest only while the
Participant is in continuous service with the Company. Once vested and exercisable, and until terminated, all or any portion of the Options may be exercised
from time to time and at any time under procedures that the Committee or its delegate shall establish from time to time, including, without limitation,
procedures regarding the frequency of exercise and the minimum number of Options which may be exercised at any time.

 
The right of exercise shall be cumulative so that to the extent any Options are not exercised in any period to the maximum extent permissible such

Options shall continue to be exercisable, in whole or in part, with respect to all Shares for which such Options are vested until the earlier of the Expiration
Date or the termination of such Options under Paragraph 4 hereof or the Plan.

 
3.             Exercise of Options.
 

(a)        Form of Exercise. Subject to terms and conditions set forth herein, each election to exercise Options shall be in writing, signed by the
Participant, and received by the Company at its principal office, accompanied by this Agreement, and payment in full in the manner provided in the Plan.
The Participant may purchase less than the number of Shares covered by vested Options that have not previously been exercised, provided that no partial
exercise of Options may be for any fractional Share. The aggregate Option Exercise Price for the Shares being purchased, together with any amount which the
Company may be required to withhold upon such exercise in respect of applicable foreign, federal (including FICA), state and local taxes, must be paid in
full at the time of issuance of the Shares being purchased as a result of the exercise of any Options.

 
(b)        Continuous Relationship with the Company Required. Except as otherwise provided in Paragraph 4, Options may not be exercised unless the

Participant, at the time he or she exercises Options, is, and has been at all times since the Grant Date, an employee, officer or director of, or consultant or
advisor to, the Company as defined in Section 424(e) or (f) of the Code.

 
4.             Effect of Termination of Employment, Death, Retirement and Total Disability.
 

(a)         Termination of Relationship with the Company. If the Participant ceases to have a continuous relationship with the Company for any reason,
then, except as provided in paragraphs (b) and (c) below, the right to exercise Options shall terminate three months after such cessation (but in no event after
the Expiration Date); provided, that Options shall be exercisable only to the extent that the Participant was entitled to exercise Options on the date of such
cessation. Notwithstanding the foregoing, if the Participant, prior to the Expiration Date, violates the non-competition or confidentiality provisions of any
employment contract, confidentiality and nondisclosure agreement or other agreement between the Participant and the Company, the right to exercise
Options shall terminate immediately upon written notice to the Participant from the Company describing such violation.
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(b)         Exercise Period Upon Death or Disability. If the Participant dies or becomes disabled (within the meaning of Section 22(e)(3) of the Code)
prior to the Expiration Date while he or she is in a continuous relationship with the Company and the Participant had not been terminated from such
relationship for “Cause” as defined below, Options shall be exercisable, within the period of one year following the date of death or disability of the
Participant, by the Participant (or in the case of death by an authorized transferee), provided, that Options shall be exercisable only to the extent that Options
were exercisable by the Participant on the date of his or her death or disability, and further provided that Options shall not be exercisable after the Expiration
Date.

 
(c)         Termination for Cause. If, prior to the Expiration Date, the Participant’s employment is terminated by the Company for Cause, the right to

exercise Options shall terminate immediately upon the effective date of such termination of employment. If, prior to the Expiration Date, the Participant is
given notice by the Company of the termination of his or her employment by the Company for Cause, and the effective date of such employment termination
is subsequent to the date of delivery of such notice, the right to exercise Options shall be suspended from the time of the delivery of such notice until the
earlier of (i) such time as it is determined or otherwise agreed that the Participant’s employment shall not be terminated for Cause as provided in such notice
or (ii) the effective date of such termination of employment (in which case the right to exercise Options shall, pursuant to the preceding sentence, terminate
upon the effective date of such termination of employment). If the Participant is a party to an employment or severance agreement with the Company that
contains a definition of “Cause” for termination of employment, “Cause” shall have the meaning ascribed to such term in such agreement. Otherwise,
“Cause” shall mean willful misconduct by the Participant or willful failure by the Participant to perform his or her responsibilities to the Company
(including, without limitation, breach by the Participant of any provision of any employment, consulting, advisory, nondisclosure, non-competition or other
similar agreement between the Participant and the Company or breach of such Participant’s duty of loyalty to the Company under applicable law), as
determined by the Company, which determination shall be conclusive. The Participant shall be considered to have been discharged for Cause if the Company
determines, within 30 days after the Participant’s resignation, that discharge for cause was warranted.

 
(d)        Transfers to a Related Entity. In the event the Participant transfers to a Related Entity (as defined below) as a result of actions by Sucampo,

any reference to "Company" in this Agreement shall be deemed to refer to such Related Entity in addition to the Company.
 

5.             Buy-Out of Option Gains. Except as provided hereinafter, at any time after any Option becomes exercisable, the Committee shall have the right, in
its sole discretion and without the consent of the Participant, to cancel such Option and to cause Sucampo to pay to the Participant the excess of the Fair
Market Value of the shares of Common Stock covered by such Option over the Option Exercise Price of such Option as of the date the Committee provides
written notice (the "Buy Out Notice") of its intention to exercise such right. Payments of such buy out amounts pursuant to this provision shall be effected by
Sucampo as promptly as possible after the date of the Buy Out Notice and shall be made in shares of Common Stock. The number of shares shall be the
greatest number of whole shares determined by dividing the amount of the payment to be made by the Fair Market Value of a share of Common Stock at the
date of the Buy Out Notice. Payments of any such buy out amounts shall be made net of all applicable foreign, federal (including FICA), state and local
withholding taxes, if any, calculated at the assumed maximum tax withholding rate.
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6.             No Rights as Stockholder. The Participant shall have no rights as a holder of the Common Stock with respect to the Options granted hereunder
unless and until such Options are exercised and the Shares have been registered in the Participant's name as owner.
 
7.             Nontransferability of Options. Options may not be sold, assigned, transferred, pledged or otherwise encumbered by the Participant, either voluntarily
or by operation of law, except by will or the laws of descent and distribution, and, during the lifetime of the Participant, Options shall be exercisable only by
the Participant.
 
B.  Prohibited Conduct.
 

In consideration of the grant by the Company of the Options, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the Participant and the Company, intending to be legally bound, and recognizing that the Company has made and will continue to
make available to Participant Confidential Information, as more fully described in Section B.2. below, that Participant acknowledges constitutes proprietary
information of the Company, hereby agree as follows.

 
1. Non-Competition and Non-Solicitation. At all times during his or her continuous relationship with the Company and for a period of twelve

months after the termination of the Participant's continuous relationship with the Company for any reason whatsoever (including a termination due to the
Participant's Retirement or Total Disability), Participant shall and will not, without the prior written consent of Sucampo's chief human resources officer or
chief legal officer, either directly or indirectly, for himself/herself or on behalf of or in conjunction with any other person, partnership, corporation or other
entity, engage in any activities prohibited in the following Section B.1 (a) and (b):

 
(a) The Participant shall not, in any country in which the Company operates, accept any employment, assignment, position or responsibility, or

provide services in any capacity or acquire any ownership interest which involves the Participant's Participation in a Conflicting Organization that engages
in research on, or development, production, marketing, licensing, selling or servicing of, a Conflicting Product; or

 
(b) The Participant shall not in any way, directly or indirectly (including through someone else acting on the Participant's recommendation,

suggestion, identification or advice), solicit or hire, or assist any other person in soliciting or hiring, any Company employee to leave the Company's
employment or to accept any position with any other entity or any person who had been an employee of the Company at any time in the past twelve (12)
months from the date of determination.
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2. Non-Disclosure. In order to assist the Participant with his or her duties, during the time Participant is an employee of the Company, the Company
shall continue to provide the Participant with access to confidential and proprietary and operational information and other confidential information which is
either information not known by actual or potential competitors, customers and third parties of the Company or is proprietary information of the Company
("Confidential Information"). Such Confidential Information shall mean all confidential and proprietary information of the Company, its predecessors and
Affiliates, whether in written, oral, electronic or other form, including but not limited to trade secrets; technical, applications filed with any governmental
agency such as NDAs and ANDAs filed with the Food and Drug Administration, scientific or business information; processes; works of authorship;
Inventions; discoveries; developments; systems; chemical compounds; computer programs; code; algorithms; formulae; methods; ideas; test data; know
how; functional and technical specifications; designs; drawings; passwords; analyses; business plans; information regarding actual or demonstrably
anticipated business, research or development; marketing, sales and pricing strategies; and information regarding the Company's current and prospective
consultants, customers, licensors, licensees, investors and personnel, including their names, addresses, duties and other personal characteristics. Confidential
Information does not include information that (i) is in the public domain, other than as a result of an act of misappropriation or breach of an obligation of
confidentiality by any person; (ii) Participant can verify by written records kept in the ordinary course of business was in Participant 's lawful possession prior
to its disclosure to Participant; (iii) is received by Participant from a third party without a breach of an obligation of confidentiality owed by the third party to
the Company and without the requirement that Participant keep such information confidential; or (iv) Participant is required to disclose by applicable law,
regulation or order of a governmental agency or a court of competent jurisdiction. If Participant is required to make disclosure pursuant to clause (iv) of the
preceding sentence as a result of the issuance of a court order or other government process, Participant shall (a) promptly, but in no event more than 72 hours
after learning of such court order or other government process, notify the Company; (b) at the Company's expense, take all reasonable necessary steps
requested by the Company to defend against the enforcement of such court order or other government process, and permit the Company to intervene and
participate with counsel of its choice in any proceeding relating to the enforcement thereof; and (c) if such compelled disclosure is required, Participant shall
disclose only that portion of the Confidential Information that is necessary to meet the minimum legal requirement imposed on Participant. The Participant
agrees that such Confidential Information remains confidential even if committed to the Participant's memory. The Participant agrees, during the term of his
or her employment and at all times thereafter, not to use, divulge, or furnish or make accessible to any third party, company, corporation or other organization
(including but not limited to, customers, competitors, or governmental agencies), without the Company's prior written consent, any Confidential Information
of the Company, except as necessary in his or her position with the Company.

 
3. Return of Confidential Information and Company Property. The Participant agrees that whenever the Participant's employment with the Company

ends for any reason, (a) all records, materials, notes, equipment, drawings, documents and data of any nature or medium, and all copies thereof, relating to any
Confidential Information (collectively the "the Company Materials") which is in Participant 's possession or under Participant 's control, and (b) all Company
computer and computer-related equipment and software, and all Company property, files, records, documents, drawings, specifications, lists, equipment, keys,
passes, and similar items relating to the business of the Company, whether prepared by or provided to the Participant or otherwise, coming into the
Participant's possession or control during the course of his employment shall remain the exclusive property of the Company, shall in each case under clauses
(a) and (b) be delivered by the Participant to the Company immediately, with no request being required. Participant shall not remove any of the Company
Materials from the Company's business premises or deliver any of the Company Materials to any person or entity outside of the Company, except as required
in connection with Participant’s duties of employment.
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4. Misconduct. The Participant shall not engage in any of the following acts that are considered to be contrary to the Company's best interests during

the term of his or her employment with the Company: (a) violating the Company's Code of Conduct, Insider Trading Policy or any other written policies of
the Company, (b) unlawfully trading in the securities of Sucampo or of any other company based on information gained as a result of his or her employment
with the Company, or (c) engaging in any activity which constitutes gross misconduct.

 
5. Reasonableness of Provisions. The Participant agrees that: (a) the terms and provisions of this Agreement are reasonable and constitute an

otherwise enforceable agreement to which the terms and provisions of this Paragraph B are ancillary or a part of; (b) the consideration provided by the
Company under this Agreement is not illusory but are in fact material and considerable; (c) the restrictions contained in this Section B are necessary and
reasonable for the protection of the legitimate business interests and goodwill of the Company; and (d) the consideration given by the Company under this
Agreement, including, without limitation, the provision by the Company of Confidential Information to the Participant, all give rise to the Company's
reasonable interest in requiring the Participant to comply with the covenants set forth in this Section B.

 
6. Repayment and Forfeiture. The Participant specifically recognizes and affirms that each of the covenants contained in Sections B.1 through B.4 of

this Agreement is a material and important term of this Agreement which has induced the Company to provide for the award of the Options granted
hereunder, the disclosure of Confidential Information referenced herein, and the other promises made by the Company herein. The Participant further agrees
that in the event that (i) the Company determines that the Participant has breached any term of Sections B.1 through B.4 or (ii) all or any part of Section B is
held or found invalid or unenforceable for any reason whatsoever by a court of competent jurisdiction in an action between the Participant and the Company,
in addition to any other remedies at law or in equity the Company may have available to it, the Company may in its sole discretion:

 
               (a) Cancel any unexercised Options granted hereunder; and/or
 
               (b) Require the Participant to pay to the Company all gains realized from the exercise of any Options granted hereunder.
 
7. Equitable Relief. In the event the Company determines that the Participant has breached or attempted or threatened to breach any term of Section

 B, in addition to any other remedies at law or in equity the Company may have available to it, it is agreed that the Company shall be entitled, upon
application to any court of proper jurisdiction, to a temporary restraining order or preliminary injunction (without the necessity of (a) proving irreparable
harm, (b) establishing that monetary damages are inadequate or (c) posting any bond with respect thereto) against the Participant prohibiting such breach or
attempted or threatened breach by proving only the existence of such breach or attempted or threatened breach.
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8. Extension of Restrictive Period. The Participant agrees that the period during which the covenants contained in this Section B shall be effective
shall be computed by excluding from such computation any time during which the Participant is in violation of any provision of Section B.

 
9. Acknowledgments. The Company and the Participant agree that it was their intent to enter into a valid and enforceable agreement. The Participant

and the Company thereby acknowledge the reasonableness of the restrictions set forth in Section B, including the reasonableness of the geographic area,
duration as to time and scope of activity restrained. The Participant further acknowledges that his or her skills are such that he or she can be gainfully
employed in noncompetitive employment and that the agreement not to compete will not prevent him or her from earning a living. The Participant agrees
that if any covenant contained in Section B is found by a court of competent jurisdiction to contain limitations as to time, geographical area, or scope of
activity that are not reasonable and impose a greater restraint than is necessary to protect the goodwill or other business interest of the Company, then the
court shall reform the covenant to the extent necessary to cause the limitations contained in the covenant as to time, geographical area, and scope of activity
to be restrained to be reasonable and to impose a restraint that is not greater than necessary to protect the goodwill and other business interests of the
Company and to enforce the covenants as reformed.

 
10. Provisions Independent. The covenants on the part of the Participant in this Section B shall be construed as an agreement independent of any

other agreement, including any employee benefit agreement, and independent of any other provision of this Agreement, and the existence of any claim or
cause of action of the Participant against the Company, whether predicated upon this Agreement or otherwise, shall not constitute a defense to the
enforcement by the Company of such covenants.

 
11. Notification of Subsequent Employer. The Participant agrees that the Company may notify any person or entity employing the Participant or

evidencing an intention of employing the Participant of the existence and provisions of this Agreement.
 

 C. Additional Terms and Conditions.
 
1. Adjustment for Change in Common Stock. In the event of any change in the outstanding shares of Sucampo Common Stock by reason of any

stock split, stock dividend, recapitalization, reorganization, merger, consolidation, combination or exchange of shares, spin-off or other similar corporate
change, the number and type of shares which the Participant may purchase pursuant to the Options and the Option Exercise Price at which the Participant
may purchase such shares shall be adjusted, to such extent (if any), determined to be appropriate and equitable by the Committee.

 
2. Effect of Reorganization Event. In the event of a Reorganization Event (as defined in the Plan), the following provisions shall apply:
 
               (a) If the successor corporation (or affiliate thereto) (1) assumes the outstanding Options granted hereunder or (2) replaces the outstanding

Options with equity awards that preserve the existing value of such Options at the time of the Reorganization Event and provide for subsequent payout in
accordance with a vesting schedule, as applicable, that are the same or more favorable to the Participant than the vesting schedule applicable to such Options,
then the outstanding Options or such substitute thereof shall remain outstanding and be governed by their respective terms and the provisions of the Plan,
subject to Section C.2 (c) below.
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               (b) If the outstanding Options granted hereunder are not assumed or replaced in accordance with Section C.2 (a) above, then upon the
Reorganization Event, (1) the outstanding Options granted hereunder shall immediately vest and become exercisable and shall remain outstanding in
accordance with their terms, and shall be paid immediately in accordance with their terms or, if later, as of the earliest permissible date under Code
Section 409A and (2), notwithstanding Section C.2 (b)(1) but after taking into account the accelerated vesting set forth therein, the Board or Committee may,
in its sole discretion, provide for cancellation of the outstanding Options at the time of the Reorganization Event in which case a payment of cash, property
or a combination thereof shall be made to the Participant that is determined by the Board in its sole discretion, but is at least equal to the excess, if any, of the
value of such consideration over the Option Exercise Price for such Options less applicable taxes.

 
               (c) If the outstanding Options granted hereunder are assumed or replaced in accordance with Section C.2 (a) and the Participant's

employment with the Company (or if applicable, a successor corporation) is terminated by the Company or such successor for any reasons other than Cause or
by the Participant for Good Reason, if applicable, in each case, within the two-year period commencing on the Reorganization Event, then, as of the date of
the Participant's termination, (1) the outstanding Options granted hereunder shall immediately vest and become exercisable and shall remain outstanding
until the Expiration Date and shall be paid immediately in accordance with their terms or, if later, as of the earliest permissible date under Code
Section 409A. For purposes of this Section C.2, "Cause" and "Good Reason" are defined in the Participant’s employment agreement, if applicable, or Cause is
defined hereinafter, and a termination for Cause or Good Reason is subject to the terms and conditions set forth in the Plan.

 
3. Nontransferability. Unless the Committee specifically determines otherwise: (a) the Options are personal to the Participant and, with respect to

Options, during the Participant's lifetime, such Options may be exercised only by the Participant, and (b) the Options shall not be transferable or assignable,
other than in the case of the Participant's death by will, the laws of descent and distribution.

 
4. Definitions. As used in this Agreement, the following terms shall have the meanings set forth below:
 
(a) “Affiliate” shall mean a person or entity that directly or indirectly through one or more intermediaries, controls or is controlled by, or under

common control with another person or entity, including current and former directors and officers of such an entity.
 
(b) “Conflicting Product” means any product, method or process, system or service of any person or organization other than the Company that is the

same as, similar to or interchangeable with any product, method or process, system or service that was provided or under development by the Company or any
of its Affiliates at the time Participant’s employment with the Company terminates, or about which Participant acquired any Confidential Information or
developed any Participant Work Product.

 
(c) “Conflicting Organization” means any person or organization which is engaged in research on or development, production, marketing, licensing,

selling or servicing of any Conflicting Product.
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 (d) “Fair Market Value” of a share of Common Stock on any date shall mean the Closing Price of a share of Common Stock. For purposes of this
definition, Closing Price shall mean for any particular date the closing price of a share of Common Stock as reported for the last trade on the Nasdaq Global
Market or if the stock is not then traded on the Nasdaq Global Market then as reported on such national securities exchange on which the stock is then listed
and if not then listed on a national securities exchange as reported in the OTC Bulletin Board provided that for a day to be considered a trading day at least
50,000 shares of Common Stock must trade on such day or if there is no listing on OTC Bulletin Board then no such determination can be made until the
Common Stock is so listed and traded. If the particular date falls on a date in which the Common Stock is not traded, the Closing Price shall be determined on
the prior date in which the Common Stock was traded.

 
(e) “Participant Work Product” shall mean all Confidential Information and inventions conceived of, created, developed or prepared by Participant

(whether individually or jointly with others) before or during Participant 's employment with the Company, during or outside of working hours, which relate
in any manner to the actual or demonstrably anticipated business, research or development of the Company or its products, methods, processes, systems or
services, or result from or are suggested by any task assigned to Participant or any work performed by Participant for or on behalf of the Company or any of its
Affiliates.

 
(f) “Participation” shall be construed broadly to include, without limitation: (i) serving as a director, officer, employee, consultant or advisor with

respect to such a business entity; (ii) providing input, advice, guidance or suggestions to such a business entity; or (iii) providing a recommendation or
testimonial on behalf of such a business entity or one or more products it produces.

 
(g) “Related Entity” shall mean any entity as to which the Company directly or indirectly owns 20% or more of the entity's voting securities, general

partnership interests, or other voting or management rights at the relevant time.
 
(h) “Retirement” shall mean (i) early, normal or late retirement under the U.S. pension plan of the Company in which the Participant participates (if

any), (ii) retirement as explicitly set out in an individual agreement between the Company and the Participant for this purpose in effect on the Grant Date,
(iii) termination of employment after attaining at least age 55 with at least 10 years of service with the Company (or, if earlier, after attaining at least age 65
and completing at least five years of service with the Company), or (iv) retirement as otherwise determined by the Committee.

 
(i) “Total Disability” shall mean being considered disabled under the Company's Long Term Disability Plan (as amended and restated from time to

time), with such status having resulted in benefit payments from such plan or another Sucampo disability plan and 12 months having elapsed since the
Participant was so considered to be disabled from the cause of the current disability. The effective date of a Participant's Total Disability shall be the first day
that all of the foregoing requirements are met.

 
5. Notices. Any notice to be given to Sucampo in connection with the terms of this Agreement shall be addressed to Sucampo at 805 King Farm

Boulevard, Suite 550, Rockville, MD 20850, Attention: Chief Legal Officer or such other address as Sucampo may hereafter designate to the Participant. Any
notice to be given to Participant in connection with the terms of this Agreement shall be addressed to the Participant at the address set forth below the
Participant’s signature, or such other address as the Participant may hereafter designate to Sucampo. Any such notice shall be deemed to have been duly
given when personally delivered, addressed as aforesaid, or when enclosed in a properly sealed envelope or wrapper, addressed as aforesaid, and deposited,
certified mail postage prepaid, with the United States postal service.
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6. Binding Effect.
 
               (a) This Agreement shall be binding upon and inure to the benefit of any assignee or successor in interest to Sucampo, whether by merger,

consolidation or the sale of all or substantially all of Sucampo's assets. Unless the Options are cancelled, terminated or paid out as provided under Section
B.2., Sucampo will require any successor (whether direct or indirect, by purchase, merger, consolidation or otherwise) to all or substantially all of the business
and/or assets of Sucampo expressly to assume and agree to perform this Agreement in the same manner and to the same extent that Sucampo would be
required to perform it if no such succession had taken place.

 
               (b) This Agreement shall be binding upon and inure to the benefit of the Participant or his or her legal representative and any person to

whom the Options may be transferred by will or the applicable laws of descent and distribution as permitted under the terms of this Agreement.
 
7. No Contract of Employment; Agreement's Survival. This Agreement is not a contract of employment. This Agreement does not impose on the

Company any obligation to retain the Participant in its employ and shall not interfere with the ability of the Company to terminate the Participant's
employment relationship at any time and for any reason. This Agreement shall survive the termination of the Participant's employment for any reason.

 
8. Registration, Listing and Qualification of Shares. The Committee may require that the Participant make such representations and agreements and

furnish such information as the Committee deems appropriate to assure compliance with or exemption from the requirements of any securities exchange, any
foreign, federal, state or local law, any governmental regulatory body, or any other applicable legal requirement, and shares of Common Stock shall not be
issued unless and until the Participant makes such representations and agreements and furnished such information as the Committee deems appropriate and
the Committee otherwise believes Sucampo has complied with all legal requirements applicable to such issuance.

 
9. Amendment; Waiver. As directed by the Board or the Committee, the terms and conditions of this Agreement may be amended in writing by the

chief human resources officer or chief legal officer of Sucampo (or either of their delegates), provided, however, that (i) no such amendment shall be adverse
to the Participant without the Participant's written consent (except to the extent the Committee reasonably determines that such amendment is necessary or
appropriate to comply with applicable law, including the provisions of Code Section 409A and the regulations thereunder pertaining to the deferral of
compensation, or the rules and regulations of any stock exchange on which Sucampo Common Stock is listed or quoted); and (ii) the amendment must be
permitted under the Plan. The Company's failure to insist upon strict compliance with any provision of this Agreement or failure to exercise, or any delay in
exercising, any right, power or remedy under this Agreement shall not be deemed to be a waiver of such provision or any such right, power or remedy which
the Board, the Committee or the Company has under this Agreement.
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10. Severability or Reform by Court. In the event that any provision of this Agreement is deemed by a court to be broader than permitted by
applicable law, then such provision shall be reformed (or otherwise revised or narrowed) so that it is enforceable to the fullest extent permitted by applicable
law. If any provision of this Agreement shall be declared by a court to be invalid or unenforceable to any extent, the validity or enforceability of the
remaining provisions of this Agreement shall not be affected.

 
11. Plan Controls. The Options and the terms and conditions set forth herein are subject in all respects to the terms and conditions of the Plan and

any guidelines, policies or regulations which govern administration of the Plan, which shall be controlling. The Committee reserves its rights to amend or
terminate the Plan at any time without the consent of the Participant; provided, however, that Options outstanding under the Plan at the time of such action
shall not, without the Participant's written consent, be adversely affected thereby (except to the extent the Committee reasonably determines that such
amendment is necessary or appropriate to comply with applicable law, including the provisions of Code Section 409A and the regulations thereunder
pertaining to the deferral of compensation, or the rules and regulations of any stock exchange on which the Common Stock is listed or quoted). All
interpretations or determinations of the Board or the Committee or its delegate shall be final, binding and conclusive upon the Participant (and his or her
legal representatives and any recipient of a transfer of the Options permitted by this Agreement) on any question arising hereunder or under the Plan or other
guidelines, policies or regulations which govern administration of the Plan.

 
12. Participant Acknowledgements. By entering into this Agreement, the Participant acknowledges and agrees that:
 
(a) the Option grant will be exclusively governed by the terms of the Plan, including the right reserved by the Company to amend or cancel the Plan

at any time without the Company incurring liability to the Participant (except in circumstances set forth above for Options already granted under the Plan);
 
 (b) stock options and restricted stock units are not a constituent part of the Participant's salary and that the Participant is not entitled, under the

terms and conditions of his/her employment, or by accepting or being awarded the Options pursuant to this Agreement, to require options, restricted stock
units or other awards to be granted to him/her in the future under the Plan or any other plan;

 
(c) upon exercise of the Options the Participant will arrange for payment to the Company an estimated amount to cover employee payroll taxes

resulting from the exercise and/or, to the extent necessary, any balance may be withheld from the Participant's wages;
 
(d) benefits received under the Plan will be excluded from the calculation of termination indemnities or other severance payments;
 
(e) in the event of termination of the Participant's employment, a severance or notice period to which the Participant may be entitled under local law

and which follows the date of termination specified in a notice of termination or other document evidencing the termination of the Participant's employment
will not be treated as active employment for purposes of this Agreement and, as a result, vesting of unvested Options will not be extended by any such
period;

 
(f) the Participant will seek all necessary approval under, make all required notifications under and comply with all laws, rules and regulations

applicable to the ownership of stock options and stock and the exercise of stock options, including, without limitation, currency and exchange laws, rules
and regulations; and
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(g) this Agreement will be interpreted and applied so that the Options, in all cases, to the extent possible, will not be subject to Code Section 409A.
Notwithstanding any other provisions of this Agreement, this Agreement will be modified to the extent the Committee reasonably determines that is
necessary or appropriate for such Options to comply with Code Section 409A.

 
13. Right of Set-Off. The Participant agrees, in the event that the Company in its reasonable judgment determines that the Participant owes the

Company or any Related Entity any amount due to any loan, note, obligation or indebtedness, including but not limited to amounts owed to the Company
pursuant to the Company's tax equalization program or the Company's policies with respect to travel and business expenses, and if the Participant has not
satisfied such obligation(s), then the Company may instruct the plan administrator to withhold and/or sell shares of the Common Stock acquired by the
Participant upon exercise of his or her Options (to the extent such Options are not subject to Code Section 409A), or the Company may deduct funds equal to
the amount of such obligation from other funds due to the Participant from the Company to the maximum extent permitted by Code Section 409A.

 
14. Electronic Delivery and Acceptance. The Participant hereby consents and agrees to electronic delivery of any Plan documents, proxy materials,

annual reports and other related documents. The Participant hereby consents to any and all procedures that the Company has established or may establish for
an electronic signature system for delivery and acceptance of Plan documents (including documents relating to any programs adopted under the Plan), and
agrees that his or her electronic signature is the same as, and shall have the same force and effect as, his or her manual signature. Participant consents and
agrees that any such procedures and delivery may be effected by a third party engaged by the Company to provide administrative services related to the Plan,
including any program adopted under the Plan.

 
15. Data Privacy. Participant hereby acknowledges and consents to the collection, use, processing and transfer of personal data as described in this

paragraph. Participant is not obliged to consent to such collection, use, processing and transfer of personal data. However, failure to provide the consent may
affect Participant's ability to participate in the Plan. The Company and Participant’s employer hold certain personal information about Participant, that may
include his/her name, home address and telephone number, date of birth, social security number or other employee identification number, salary grade, hire
data, salary, nationality, job title, any shares of stock held in Sucampo, or details of all options, restricted stock units or any other entitlement to shares of
stock awarded, canceled, purchased, vested, or unvested, for the purpose of managing and administering the Plan (“Data”). The Company and/or its
subsidiaries will transfer Data amongst themselves as necessary for the purpose of implementation, administration and management of Participant’s
participation in the Plan, and the Company and/or any of its subsidiaries may each further transfer Data to any third parties assisting the Company in the
implementation, administration and management of the Plan. These recipients may be located throughout the world, including the United States.
Participant’s authorizes them to receive, possess, use, retain and transfer the Data, in electronic or other form, for the purposes of implementing, administering
and managing Participant’s participation in the Plan, including any requisite transfer of such Data as may be required for the administration of the Plan and/or
the subsequent holding of shares of stock on Participant’s behalf to a broker or other third party with whom Participant may elect to deposit any shares of
stock acquired pursuant to the Plan. Participant may, at any time, review Data, require any necessary amendments to it or withdraw the consents herein in
writing by contacting the Company; however, withdrawing consent may affect Participant’s ability to participate in the Plan.
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16. Stock Ownership Guidelines. The Participant agrees as a condition of this grant that, in the event that the Participant is subject to the Company's
Stock Ownership Guidelines, the Participant shall not sell any shares obtained upon exercise of the Options unless such sale complies with the Stock
Ownership Guidelines as in effect from time to time.

 
17. Governing Law. This Agreement and the relationship of the parties hereto shall be governed, construed and enforced in accordance with the laws

of the State of Delaware, without giving effect to conflict of law rules or principles.
 
18. Choice of Venue. Any action or proceeding seeking to enforce any provision of or based on any right arising out of this Agreement may be

brought against the Participant or the Company only in the courts of the State of Delaware or, if it has or can acquire jurisdiction, in the United States District
Court for the District of Delaware, and the Participant and the Company consents to the jurisdiction of such courts (and of the appropriate appellate courts) in
any such action or proceeding and waives any objection to venue laid therein.

 
19. Entire Agreement. This Agreement contains all the understanding and agreements between the Participant and the Company regarding the

subject matter hereof.
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Sucampo Duration-Based Stock Option Incentive Award Summary
 
Participant Name: [_____________]
 
Grant Date: [_____________]
 
Exercise Price: $[_____________]
 
TOTAL AWARD:
 
Stock Options: [_____________]
 
DURATION-BASED STOCK OPTIONS GRANT
 
Number of Stock Options Granted: [_____________]
Option Exercise (Grant) Price: $[_____________]
Expiration Date: [_____________]

Vesting Schedule:
 
[_____________]
 
*  Vesting and exercisability are subject to the terms and conditions set forth above.
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AWARD ACCEPTANCE
 
This Sucampo Duration-Based Stock Option Incentive Award (“Award”) is not considered valid unless you accept it on or before [_____________]. At the
bottom of this Award Summary, you can indicate that you either “Accept” or “Reject” the Award by marking an “x” in the box next to “Accept” below and
accepting your Award or by marking an “x” in the box next to “Reject” below or by failing to make any such indication by the indicated date, in either of
such cases you will be deemed to have rejected this award. By marking this award with an “x” you acknowledge having received and read this Award
Summary, the Terms and Conditions document and the Plan under which this Award was granted and you agree to comply with, and be bound by, the terms
and conditions of the Plan, this Award Summary and the Terms and Conditions document. If you “Reject” this Award, the Award will be null and void and
will NOT become yours. Likewise, if you do not either “Accept” or “Reject” this Award on or before [_____________], the Award will be null and void and
will NOT become yours.
 
 
   ☐    ☐  
 ACCEPT  REJECT  
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IN WITNESS WHEREOF, the Company has caused Options to be executed by its duly authorized officer.

 
 Sucampo Pharmaceuticals, Inc.
   

  Dated:  [_____________] By:
   
                   Name:  Peter S. Greenleaf
 Title:  Chief Executive Officer
 
 
 
 

 
 
 

PARTICIPANT’S ACCEPTANCE
 

The undersigned hereby accepts the foregoing Options and agrees to the terms and conditions thereof. The undersigned hereby acknowledges
receipt of a copy of the Company’s 2006 Stock Incentive Plan, as amended and restated.

 
 PARTICIPANT SIGNATURE:
 ____________________________
 Address: ___________________
  ___________________
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Exhibit 10.37
 

AMENDMENT 1 TO THE LICENSE, DEVELOPMENT, COMMERCIALIZATION AND SUPPLY AGREEMENT
FOR LUBIPROSTONE

 
This Amendment 1 is entered into as of 18 November 2015 (the “Effective Date”) by and between Sucampo AG, a corporation organized under the laws of
Switzerland with principal offices at Baarerstrasse 22, CH-6300, Zug, Switzerland (“Sucampo”) and Takeda Pharmaceuticals International AG (formerly
registered as Takeda Pharmaceuticals International GmbH), a corporation organized under the laws of Switzerland with principal offices at Thurgauerstrasse
130, 8152 Glattpark-Opfikon, Zurich, Switzerland (“Takeda”). Each of Takeda and Sucampo is referred to individually herein as a “Party” and collectively as
the “Parties”.
 
WHEREAS, Sucampo and Takeda entered into License, Development, Commercialization and Supply Agreement for Lubiprostone dated October 17, 2014
(the “Agreement”); and
 
WHEREAS, Sucampo and Takeda have reviewed the conditions of delivery of the Licensed Product for Commercialization and Development purposes and
have agreed to amend the Agreement accordingly.
 
NOW, THEREFORE, for the mutual covenants contained herein, and other good and valuable consideration set forth herein, the receipt and sufficiency of
which hereby acknowledge, the Parties agree as follows:

 
1. Capitalized terms used, but not defined herein, shall have the same meanings given in the Agreement.
 
2. Modification of the Agreement

 
The Parties have agreed that Section 9.2 of the Agreement shall be deleted and replaced with the following provision:
 

“ 9 . 2            Delivery. Sucampo shall deliver the Licensed Product EXW, […***…], […***…], […***…] (Incoterms® 2010), subject to the
release of the relevant Licensed Product as per Section 9.4. In the event either Party decides to change its packaging site — which, upon the Effective
Date, is […***…], […***…], […***…] for both Parties — the Parties shall discuss the modification of the conditions of delivery of the Licensed
Product, including the incoterm, in order to avoid any increase of the other Party’s costs that may result from such change of packaging site. Delivery
documents shall include purchase order number, quantity, copy of the certificate of analysis, items codes and description, lot number, manufacturing
dates of the Licensed Product (i.e., manufacturing date of the premix, as well as the date of encapsulation), number of shippers, weight, number of
pallets, and any other documents in accordance with the terms of the Quality Agreement. Title and ownership shall pass to Takeda or its Affiliate, as
applicable, upon delivery of the Licensed Product in accordance with this Section 9.2.”
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3. Purchase and Supply of Placebo and Licensed Product for Development.

 
The Parties have agreed to add a new Section 9.2a to the Agreement, immediately following Section 9.2, as follows:
 

“9.2a.          Delivery of Licensed Product and Placebo for Development. The Parties agree that the Licensed Product and placebo used by Takeda
for Development activities required for Regulatory Approvals in the Territory will be purchased from Sucampo directly by its Affiliate Takeda
Development Centre Europe Ltd ([…***…], […***…], […***…], […***…]) (hereinafter “TDC Europe”). Notwithstanding the terms of delivery
agreed in Section 9.2 above, the Parties agree that the delivery of Licensed Product and placebo for Development activities purchased by TDC Europe
will occur EXW, packaging site of Sucampo in the USA (Incoterms® 2010), it being understood that Sucampo shall provide Takeda with reasonably
requested information necessary to obtain the export clearance for such goods. Title and ownership of such Licensed Product and placebo will be
transferred to TDC Europe upon delivery in accordance with this Section 9.2a. The Parties have agreed on a Supply Price for the placebo, as specified in
Exhibit H of this Agreement.”

 
4. Amendment to Exhibit H.

 
The Parties have agreed to amend and restate, in its entirety, Exhibit H of the Agreement by replacing the current Exhibit H with the version attached as
an Annex to this Amendment 1.
 

5. This Amendment 1 shall become effective as of the Effective Date.
 
6. Except as amended herein, all the other conditions and provisions of the Agreement shall remain unchanged.

 
IN WITNESS WHEREOF, the Parties have caused this Amendment 1 to be executed by their duly authorized representatives.
 
SUCAMPO AG  Takeda Pharmaceuticals International AG
      
      
    
By:   By:   
Date:   Date:   
      
      
     
   By:   
   Date:   
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ANNEX
 

EXHIBIT H
 
1 - FORM OF THE LICENSED PRODUCT AND PLACEBO
 
Sucampo shall supply the Licensed Product and placebo to Takeda in the following forms:
 

· For Development activities:
[…***…] in […***…]
[…***…] in […***…]
[…***…] in […***…], or […***…]
 

· For Commercialization activities
[…***…] in […***…]
[…***…] in […***…]
[…***…] in […***…], or […***…]
 

· For Commercialization activities during the Transition Period
[…***…] in […***…] or […***…] and […***…]
 
 
2 - SUPPLY PRICE FOR THE LICENSED PRODUCT (including the samples)
 

· Supply Price of Licensed Product in connection with Development:
 
[…***…] of the […***…] in […***…] or […***…]
 

· Supply Price of Licensed Product in connection with Commercialization:
 
[…***…] of the […***…] in […***…] or […***…]
[…***…] of the […***…] in […***…]
 

· Supply Price of Licensed Product in connection with Commercialization during the Transition Period:
 
[…***…] of the […***…] in […***…] for […***…]
[…***…] of the […***…] in […***…] for […***…]
 
3 - SUPPLY PRICE FOR THE PLACEBO
 

· Supply Price of placebo in connection with Development
 
[…***…] of […***…] in […***…] or […***…]
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Exhibit 10.38
 

CREDIT AGREEMENT
 

This Credit Agreement (as may be amended, restated, amended and restated, supplemented or otherwise modified from time to time, this
“Agreement”) is entered into as of October 16, 2015, among Sucampo Pharmaceuticals, Inc., a Delaware corporation, each financial institution from time to
time party hereto (collectively, the “Lenders” and individually, a “Lender”), and Jefferies Finance LLC, as Administrative Agent and Collateral Agent.

 
The Lenders are willing to make the requested credit facilities hereunder available on the terms and conditions set forth herein. Accordingly, in

consideration of the mutual covenants and agreements herein contained, the parties hereto agree as follows:
 

ARTICLE I

DEFINITIONS AND ACCOUNTING TERMS
 

Section 1.01            Defined Terms. As used in this Agreement, the following terms have the meanings set forth below:
 
“Acceptable Discount” has the meaning specified in Section 2.09(a)(ii)(D)(2).
 
“Acceptable Prepayment Amount” has the meaning specified in Section 2.09(a)(ii)(D)(3).
 
“Acceptance and Prepayment Notice” means a notice of the Borrower’s acceptance of the Acceptable Discount in substantially the form of Exhibit

K-1.
 
“Acceptance Date” has the meaning specified in Section 2.09(a)(ii)(D)(2).
 
“Accession Agreement” means an Accession Agreement, substantially in the form of Exhibit I, executed and delivered by an Additional Subsidiary

Guarantor on or after the Closing Date in accordance with Section 6.12.
 
“Acquired Business” means the Target and its Subsidiaries.
 
“Acquiror” means Sucampo Pharma, LLC, a limited liability company organized under the laws of Japan and a Wholly Owned Subsidiary of the

Borrower.
 
“Acquisition Consideration” means the purchase consideration for any Permitted Acquisition (but excluding any related acquisition fees, costs and

expenses incurred in connection with any Permitted Acquisition) paid by the Borrower or any of its Subsidiaries in exchange for, or as part of, or in
connection with, any Permitted Acquisition, whether paid in cash or by exchange of properties (but excluding any consideration paid by the concurrent
exchange of Equity Interests or Equity Equivalents of the Borrower or with the proceeds of concurrent any Equity Issuance by the Borrower which, in each
case, are in respect of Qualified Capital Stock of the Borrower) and whether payable at or prior to the consummation of such Permitted Acquisition or deferred
for payment at any future time, whether or not such future payment is subject to the occurrence of any contingency, and includes any and all payments
representing the purchase price and any assumptions of third party Indebtedness, “earn-outs” and other agreements to make any purchase consideration
payment the amount of which is, or the terms of payment of which are, in any respect subject to or contingent upon the revenues, income, cash flow or profits
(or the like) of any Person or business (excluding, for purposes of clarity, payments representing compensation, benefits, retention or other bonuses or non-
competes paid to employees, management, former employees, former management or shareholders (who are natural persons) of any Person acquired in a
Permitted Acquisition); provided that Acquisition Consideration shall not include the portion of consideration or payment constituting salary payments
pursuant to ordinary course employment agreements and salary bonuses payable thereunder to the extent relating to the applicable Permitted Acquisition.
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“Actions” means any claim, action, suit, order, subpoena, arbitration, audit, assessment, inquiry, proceeding or investigation by or before any
Governmental Authority.

 
“Additional Collateral Documents” has the meaning specified in Section 6.12(b).
 
“Additional Refinancing Lender” means, at any time, any bank, financial institution or other institutional lender or investor selected by the

Borrower that agrees to provide any portion of Credit Agreement Refinancing Indebtedness in accordance with Section 2.17; provided that each Additional
Refinancing Lender that is not a Lender or an Approved Fund of a Lender at such time shall be subject to the approval of the Administrative Agent to the
extent such approval would be required pursuant to Section 10.01.

 
“Additional Subsidiary Guarantor” means each Person that becomes a Subsidiary Guarantor after the Closing Date by execution of an Accession

Agreement as provided in Section 6.12.
 
“Adjusted Base Rate” means, for any day, a rate per annum (rounded upward, if necessary, to the next 1/100th of 1%) equal to the greatest of (a) the

Base Rate in effect on such day, (b) the Federal Funds Effective Rate in effect on such day plus 0.50%, (c) the sum of (i) the Adjusted Eurodollar Rate for a
Eurodollar Loan with a one-month interest period on such day (or if such day is not a Business Day, the immediately preceding Business Day) plus (ii) 1.00%
and (d) 2.00%. If the Administrative Agent shall have determined (which determination shall be conclusive absent manifest error) that it is unable to ascertain
the Federal Funds Effective Rate or the Adjusted Eurodollar Rate for any reason, including the inability or failure of the Administrative Agent to obtain
sufficient quotations in accordance with the terms of the definition thereof, the Adjusted Base Rate shall be determined without regard to clause (b) or (c), as
applicable, of the preceding sentence until the circumstances giving rise to such inability no longer exist. Any change in the Adjusted Base Rate due to a
change in the Base Rate, the Federal Funds Effective Rate or the then applicable Adjusted Eurodollar Rate shall be effective on the effective date of such
change in the Base Rate, the Federal Funds Effective Rate or the then applicable Adjusted Eurodollar Rate, respectively.

 
“Adjusted Eurodollar Rate” means, with respect to any Borrowing of Eurodollar Loans for any Interest Period, the greater of (a) (x) an interest rate

per annum (rounded upward, if necessary, to the next 1/100th of 1%) determined by the Administrative Agent to be equal to the Eurodollar Rate for such
Borrowing of Eurodollar Loans in effect for such Interest Period divided by (y) 1 minus the Eurodollar Statutory Reserve (if any) for such Borrowing of
Eurodollar Loans for such Interest Period and (b) 1.00% per annum.

 
“Administrative Agent” means Jefferies Finance LLC, in its capacity as administrative agent under any of the Loan Documents, or any successor

administrative agent.
 
“Administrative Agent’s Office” means the Administrative Agent’s address and, as appropriate, account as set forth on Schedule 10.02, or such other

address or account as the Administrative Agent may from time to time notify the Borrower and the Lenders.
 
“Administrative Questionnaire” means an Administrative Questionnaire in a form supplied by the Administrative Agent.
 
“Affiliate” means, with respect to any Person, each officer, director, general partner or joint-venture of such Person and any another Person that

directly, or indirectly through one or more intermediaries, Controls or is Controlled by or is under common Control with the Person specified; provided that,
for purposes of this Agreement, Jefferies LLC and its Affiliates shall be deemed to be Affiliates of Jefferies Finance LLC.

 
Confidential and Proprietary 

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

2 



 

“Agent” means the Administrative Agent or the Collateral Agent and any successors and assigns in such capacity, and “ Agents” means any two or
more of them.

 
“Agreement” has the meaning specified in the preamble.
 
“Anti-Terrorism Laws” has the meaning specified in Section 5.22.
 
“Applicable Discount” has the meaning specified in Section 2.09(a)(ii)(C)(2).
 
“Applicable ECF Percentage” has the meaning specified in Section 2.09(c)(ii).
 
“Applicable Margin” means for purposes of calculating the applicable interest rate for any day for any Loan, 7.25% per annum for Eurodollar Loans

and 6.25% per annum for Base Rate Loans.
 
Notwithstanding the foregoing, (x) the Applicable Margin in respect of any Class of Extended Term Loans shall be the applicable percentages per

annum set forth in the relevant Extension Offer, (y) the Applicable Margin in respect of any Class of Incremental Loans shall be the applicable percentages
per annum set forth in the relevant Increase Amendment and (z) the Applicable Margin in respect of any Class of Refinancing Term Loans shall be the
applicable percentages per annum set forth in the applicable Refinancing Amendment.

 
“Applicable Percentage” means, with respect to any Lender at any time, the percentage of the aggregate Term Commitments or, after termination of

the Term Commitments, the outstanding Term Loans, represented by such Lender’s Term Commitment (or outstanding Term Loans, as the case may be) at
such time and identified as its Applicable Percentage on Schedule 2.01, as such percentage may be (i) increased pursuant to Section 2.15 or reduced pursuant
to Section 2.10 and (ii) modified in connection with any Assignment and Assumption made in accordance with the provisions of Section 10.06(b).

 
“Applicable Prepayment” has the meaning specified in Section 2.09(f).
 
“Approved Fund” means any Fund that is administered or managed by (i) a Lender, (ii) an Affiliate of a Lender or (iii) an entity or an Affiliate of an

entity that administers or manages a Lender.
 
“Approved Lender” means any institution or fund that appears on the Approved Lender List and any Affiliate thereof.
 
“Approved Lender List” means the list of institutions and funds separately agreed by the Borrower and the Administrative Agent on or prior to the

Closing Date.
 
“Asset Disposition” means any sale (including any Sale/Leaseback Transaction, whether or not involving a Capital Lease), lease (as lessor),

assignment, transfer or other disposition of any asset by any Group Company (including any such transaction effected by way of merger or consolidation and
including any issuance, sale, transfer or other disposition by any Group Company of Equity Interests of a Subsidiary (other than to the Borrower, any
Subsidiary Guarantor or, pursuant to an Investment under Section 7.06(a) not constituting a disposition of assets under Section 7.05(xvii), any other
Subsidiary)), excluding (i) any sale or other disposition by way of Casualty or Condemnation and (ii) any Equity Issuance by the Borrower.

 
“Assignee Group” means two or more Eligible Assignees that are Affiliates of one another or two or more Approved Funds managed by the same

investment advisor or by Affiliated investment advisors.
 
“Assignment and Assumption” means an assignment and assumption entered into by a Lender and an Eligible Assignee (with the consent of any

party whose consent is required by Section 10.06(b)), and accepted by the Administrative Agent, substantially in the form of Exhibit C or any other form
approved by the Administrative Agent and the Borrower.
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“Attributable Indebtedness” means, at any date, (i) in respect of any Capital Lease of any Person, the capitalized amount thereof that would appear
on a balance sheet of such Person prepared as of such date in accordance with GAAP, (ii) in respect of any Synthetic Lease Obligation of any Person, the
capitalized or principal amount of the remaining lease payments under the relevant lease that would appear on a balance sheet of such Person prepared as of
such date in accordance with GAAP if such lease or other agreement were accounted for as a Capital Lease and (iii) in respect of any Sale/Leaseback
Transaction, the present value, discounted in accordance with GAAP at the interest rate implicit in the related lease, of the obligations of the lessee for net
rental payments over the remaining term of such lease (including any period for which such lease has been extended or may, at the option of the lessor, be
extended).

 
“Auction Agent” means (a) the Administrative Agent or (b) any other financial institution or advisor engaged by the Borrower (whether or not an

Affiliate of the Administrative Agent) to act as an arranger in connection with any Discounted Term Loan Prepayment pursuant to Section 2.09(a)(ii);
provided that the Borrower shall not designate the Administrative Agent as the Auction Agent without the written consent of the Administrative Agent (it
being understood that the Administrative Agent shall be under no obligation to agree to act as the Auction Agent); provided, further, that neither the
Borrower nor any of its Affiliates may act as the Auction Agent.

 
“Available Amount” means, as at any date, the sum of, without duplication:
 

(i) […***…] ; plus
 
(ii) the aggregate cumulative amount, not less than zero, of Excess Cash Flow for all fiscal years of the Borrower completed after the

Closing Date for which Excess Cash Flow is calculated, beginning with the fiscal year of the Borrower ending December 31, 2016, and prior to the
date of determination, minus (A) the portion of Excess Cash Flow that has been (or is required to be) applied after the Closing Date and prior to the
date of determination to the prepayment of Term Loans in accordance with Section 2.09(c)(ii) (including that portion of any Rejected Amount of an
Excess Cash Flow repayment that has been accepted by other Term Lenders pursuant to Section 2.09(f)) and (B) the amount by which each such
prepayment (or required prepayment) is reduced by Section 2.09(c)(ii)(B) or Section 2.09(c)(vi); plus

 
(iii) […***…] of the aggregate amount of the Net Cash Proceeds received by the Borrower after the Closing Date and on or prior to such

date from any Equity Issuance by, or capital contribution to, the Borrower (which, in any case, is not in respect of an Equity Issuance to, or
contribution by, any Subsidiary of the Borrower and is not in respect of Disqualified Capital Stock or applied to an Investment pursuant to Section
7.06(a)(viii) or (xxi) or a Restricted Payment in reliance upon Section 7.07(iv)); minus, without duplication,

 
(iv) the aggregate cumulative amount of Investments made in reliance on Section 7.06(a)(xviii) or used to make a Permitted Acquisition in

reliance on clause (v)(x) of the definition thereof during the period commencing on the Closing Date and ending on the date of determination, to the
extent financed with the Available Amount.

 
“Bankruptcy Code” means Title 11 of the United States Code, as now and hereafter in effect, or any successor statute.
 
“Bankruptcy Law” means the Bankruptcy Code of the United States, and all other liquidation, conservatorship, bankruptcy, assignment for the

benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other applicable
jurisdictions from time to time in effect.
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“Base Rate” means, for any day, the “U.S. Prime Lending Rate” published in The Wall Street Journal for such day (the “Prime Rate”); provided that
if The Wall Street Journal ceases to publish for any reason such rate of interest, “Base Rate” means the prime lending rate as set forth on the Bloomberg page
PRIMBB Index (or successor page) for such day (or such other service as determined by the Administrative Agent from time to time for purposes of providing
quotations of prime lending interest rates); each change in the Base Rate shall be effective on the date such change is effective. The Prime Rate is not
necessarily the lowest rate charged by any financial institution to its customers.

 
“Base Rate Loan” means a Loan that bears interest based on the Adjusted Base Rate.
 
“Board of Directors” means, with respect to any Person, (i) in the case of any corporation, the board of directors of such Person, (ii) in the case of any

limited liability company, the board of managers or managing member of such Person, (iii) in the case of any partnership, the board of directors of the general
partner of such Person and (iv) in any other case, the functional equivalent of the foregoing.

 
“Bookrunner” means Jefferies Finance LLC in its capacity as bookrunner.
 
“Borrower” means Sucampo Pharmaceuticals, Inc., a Delaware corporation.
 
“Borrower Audited Financial Statements” has the meaning specified in Section 4.01.
 
“Borrower Materials” has the meaning specified in Section 10.02(d).
 
“Borrower Offer of Specified Discount Prepayment” means the offer by the Borrower to make a voluntary prepayment of Term Loans at a Specified

Discount to par pursuant to Section 2.09(a)(ii)(B).
 
“Borrower Quarterly Financial Statements” has the meaning specified in Section 4.01.
 
“Borrower Solicitation of Discount Range Prepayment Offers” means the solicitation by the Borrower of offers for, and the corresponding acceptance

by a Lender of, a voluntary prepayment of Term Loans at a specified range of discounts to par pursuant to Section 2.09(a)(ii)(C).
 
“Borrower Solicitation of Discounted Prepayment Offers” means the solicitation by the Borrower of offers for, and the subsequent acceptance, if any,

by a Lender of, a voluntary prepayment of Term Loans at a discount to par pursuant to Section 2.09(a)(ii)(D).
 
“Borrowing” has the meaning specified in Section 1.06.
 
“Business Acquisition” means the acquisition by the Borrower or one or more of its Subsidiaries of all of the Equity Interests (other than Nominal

Shares) of, or all or substantially all of the assets or property of, another Person (or any division, unit or line of business of another Person), or the acquisition
by the Borrower or one or more of its Subsidiaries of the product of another Person, whether by exclusive license or otherwise, but excluding the Tender Offer
and the Stock Purchase.

 
“Business Day” means any day other than a Saturday, Sunday or other day on which commercial banks are authorized to close under the Laws of, or

are in fact closed in, the state where the Administrative Agent’s Office is located, except that if such day relates to a borrowing of, a payment or prepayment of
principal of or interest on, or the Interest Period for, a Eurodollar Loan, or a notice by the Borrower with respect to any such borrowing, payment, prepayment
or Interest Period, such day shall also be a day on which dealings in Dollar deposits are conducted by and between banks in the London interbank eurodollar
market.
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“Capital Asset” means, with respect to any Person, all equipment, fixed assets and Real Property or improvements of such Person, or replacements or
substitutions therefor or additions thereto, that, in accordance with GAAP (as in effect on the date hereof), have been or should be reflected as additions to
property, plant or equipment on the balance sheet of such Person.

 
“Capital Lease” of any Person means any lease of (or other arrangement conveying the right to use) property (whether real, personal or mixed) by

such Person as lessee which would, in accordance with GAAP, be required to be accounted for as a capital lease on the balance sheet of such Person.
 
“Capital Lease Obligations” means, with respect to any Person, all obligations of such Person as lessee under Capital Leases, in each case taken at

the amount thereof accounted for as liabilities in accordance with GAAP.
 
“Cash Equivalents” means:
 

(i) any evidence of debt, including marketable securities, maturing not more than one year from the date of issue, issued or guaranteed by
the United States or agency or instrumentality thereof; provided that the full faith and credit of the United States is pledged in support thereof;

 
(ii) commercial paper, maturing not more than one year from the date of issue, or demand notes issued by any domestic corporation not an

Affiliate of the Borrower, in each case (unless issued by a Lender or its holding company) having one of the two highest ratings obtainable from S&P
or P-1 by Moody’s;

 
(iii) any certificate of deposit (or time deposits represented by such certificate of deposit), eurodollar time deposit or bankers’ acceptance,

maturing not more than one year after such time, or overnight Federal funds transactions with a member of the Federal Reserve System that are issued
or sold by a (x) commercial banking institution that is organized under the Laws of the United States, any State thereof or the District of Columbia or
(y) any foreign bank or its branches or agencies (fully protected against currency fluctuations) and, in each case having a combined capital and
surplus and undivided profits of not less than $500,000,000 and are denominated in U.S. dollars;

 
(iv) any repurchase agreement entered into with any Lender (or other commercial banking institution of the stature referred to in clause (iii)

above) which (A) is secured by a fully perfected security interest in any obligation of the type described in any of clauses (i) through (iii) above and
(B) has a market value at the time such repurchase agreement is entered into of not less than 100% of the repurchase obligation of such Lender (or
other commercial banking institution) thereunder;

 
(v) obligations of any State of the United States or municipal subdivision or taxing authority thereof, maturing not more than one year from

the date of issue and rated at least A-1 by S&P or P-1 by Moody’s; provided that the full faith and credit of such State is pledged in support thereof;
 
(vi) shares of any money market fund that (A) has 95% of its assets invested continuously in the types of investments referred to in clauses

(i) through (v) above, (B) has net assets in excess of $500,000,000 and (C) is rated at least A-1 by S&P or P-1 by Moody’s;
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(vii) demand deposit accounts maintained in the Ordinary Course of Business with any commercial banking institution of the stature
referred to in clause (iii) above; and

 
(viii) in the case of any Foreign Subsidiary, instruments equivalent to those referred to in clauses (i) through (vii) above denominated in a

foreign currency, which are substantially equivalent in credit quality and tenor to those referred to above and customarily used by businesses for
short term cash management purposes in any jurisdiction outside of the United States.

 
“Cash Management Services” means cash management services, including treasury, depository, overdraft, credit or debit card, purchasing cards,

currency conversion, ACH and other electronic funds transfer services and other cash management arrangements in connection with the management or
opening of deposit and securities accounts.

 
“Casualty” means any casualty, damage, destruction or other similar loss with respect to real or personal property or improvements.
 
“Casualty Event” means any involuntary loss of title, any involuntary loss of, damage to or any destruction of, or any condemnation or other taking

(including by any Governmental Authority) of, any property of the Borrower or any of its Subsidiaries. “Casualty Event” shall include, but not be limited to,
any taking of all or any part of any Real Property of any Person or any part thereof, in or by condemnation or other eminent domain proceedings pursuant to
any requirement of Law, or by reason of the temporary requisition of the use or occupancy of all or any part of any Real Property of any Person or any part
thereof by any Governmental Authority, civil or military, or any settlement in lieu thereof.

 
“CERCLA” means the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. § 9601 et seq.

and all implementing regulations.
 
“CFC” means a “controlled foreign corporation” within the meaning of section 957 of the Code.
 
“Change in Law” means the occurrence, after the date of this Agreement, of any of the following: (a) the adoption or taking effect of any law, rule,

regulation, treaty, order or policy, (b) any change in any law, rule, regulation, treaty, order or policy or in the administration, interpretation, implementation
or application thereof by any Governmental Authority or (c) the making or issuance of any request, rule, guideline or directive (whether or not having the
force of law) by any Governmental Authority; provided that notwithstanding anything herein to the contrary, (x) the Dodd-Frank Wall Street Reform and
Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all requests, rules, guidelines or
directives promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the
United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “Change in Law”, regardless of the date
enacted, adopted or issued.

 
“Change of Control” means the occurrence of any “person” or “group” (within the meaning of Section 13(d) or 14(d) of the Exchange Act)

becoming the “beneficial owner” (as defined in Rules 13d-3 and 13d-5 under the Exchange Act, except that a Person shall be deemed to have “beneficial
ownership” of all securities that any such Person has the right to acquire, whether such right is exercisable immediately or only after the passage of time), by
way of merger, consolidation or otherwise, of 35% or more of the voting power represented by the issued and outstanding Equity Interests of the Borrower.

 
“Class” has the meaning specified in Section 1.06.
 
“Closing Date” means October 16, 2015.
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“Closing Date Material Adverse Effect” means any event, change, condition, occurrence or circumstance (any such item, an “Effect”) which, either
individually or in the aggregate, has had, or could reasonably be expected to have, a material adverse effect on the property, assets, business, operations or
financial condition of the Borrower, the Target and their respective Subsidiaries taken as a whole; provided that no event, change, condition, occurrence or
circumstance resulting from any of the following, either alone or in combination, shall constitute or be taken into account in determining whether there has
been or will be a Closing Date Material Adverse Effect: (i) any Effect affecting the economy of the United States or Japan generally, including changes in the
credit, debt, capital or financial markets (including changes in interest or exchange rates) or the economy of any region or country in which the Borrower, the
Target or their respective subsidiaries conduct business; (ii) any Effect affecting the industries in which the Borrower, the Target or their respective
subsidiaries conduct business; (iii) any Effect arising in connection with global, national or regional political conditions, including hostilities, military
actions, political instability, acts of terrorism or war or any escalation or material worsening of any such hostilities, military actions, political instability, acts
of terrorism or war existing or underway as of the date hereof; (iv) any failure, in and of itself, by the Borrower, the Target or their respective subsidiaries to
meet any internal or published projections, forecasts or revenue or earnings predictions for any period (it being understood that the facts or occurrences
giving rise to such failure may be deemed to constitute, or be taken into account in determining whether there has been or will be, a Closing Date Material
Adverse Effect); (v) any change in the market price or volume of the Borrower’s or the Target’s stock (it being understood that the facts or occurrences giving
rise to such change may be deemed to constitute, or be taken into account in determining whether there has been or will be, a Closing Date Material Adverse
Effect); (vi) compliance with, or any action required to be taken by the Borrower, the Target or their respective subsidiaries under the terms of the Tender
Offer Documents in connection with the Transactions; (vii) the announcement or the pendency of the Transactions; (viii) any change in law or generally
accepted accounting principles in the United States or Japan or interpretation thereof; or (ix) the mere filing after the date hereof of any abbreviated new drug
application in respect of lubiprostone soft gel capsules (marketed by the Borrower or its licensee in the United States under the trademark AMITIZA®) (and
the commencement of any litigation in respect thereof) or the mere filing after the date hereof of any claim, action, suit or other proceeding seeking to
challenge the validity of the patents underlying lubiprostone soft gel capsules, the formulation thereof or the method of use thereof (it being understood and
agreed that any adverse determination (whether or not such determination is final or appealable) in respect of or relating to the foregoing or any similar filing
made or action commenced prior to the date hereof may be deemed to constitute, or be taken into account in determining whether there has been or will be, a
Closing Date Material Adverse Effect), unless, in the cases of clause (i), (ii), (iii) or (viii) above, such changes would reasonably be expected to have a
disproportionate impact on the property, assets, business, operations or financial condition of the Borrower, the Target and their respective subsidiaries, taken
as a whole, relative to other affected participants in the industries in which the Borrower, the Target and their respective subsidiaries conducts business (in
which case, only the incremental disproportionate impact shall be taken into account in determining whether there has been a Closing Date Material Adverse
Effect).

 
“Code” means the Internal Revenue Code of 1986, as amended from time to time.
 
“Collateral” means all of the property, which includes Mortgaged Property and all other property of whatever kind and nature, which is subject or is

purported to be subject to the Liens granted by any of the Collateral Documents.
 
“Collateral Agent” means Jefferies Finance LLC, in its capacity as collateral agent for the Finance Parties under the Collateral Documents, and its

successors or permitted assigns in such capacity.
 
“Collateral Documents” means, collectively, the Security Agreement, the Pledge Agreement, each of the Mortgages, the Securities Account Control

Agreement, any Additional Collateral Documents, any additional pledges, security agreements, patent, trademark or copyright filings or mortgages or deeds
of trust required to be delivered pursuant to the Loan Documents and any instruments of assignment, control agreements, or other instruments or agreements
required to be executed pursuant to any of the Loan Documents.
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“Commitment” means, with respect to each Lender, its Term Commitment, Incremental Term Loan Commitment, Incremental Revolving
Commitment or Refinancing Term Commitment, as and to the extent applicable, in each case as set forth on Schedule 2.01, in the applicable Assignment and
Assumption pursuant to which such Lender becomes a party hereto, as applicable, or in the applicable Increase Amendment or Refinancing Amendment, in
each case as its Commitment of the applicable Class, as any such amount may be adjusted from time to time in accordance with this Agreement.

 
“Commitment Letter” means that certain commitment letter dated August 26, 2015 between the Borrower and Jefferies Finance LLC.
 
“Commodity Exchange Act” means the Commodity Exchange Act (7 U.S.C. § 1 et seq.), as amended from time to time, and any successor statute.
 
“Communications” has the meaning specified in Section 10.02(d).
 
“Company Regulatory Permits” has the meaning specified in Section 5.15(b).
 
“Compliance Certificate” means a certificate, duly executed by a Responsible Officer of the Borrower, appropriately completed and substantially in

the form of Exhibit D.
 
“Condemnation” means any taking or expropriation by a Governmental Authority of property or assets, or any part thereof or interest therein, for

public or quasi-public use under the power of eminent domain, by reason of any public improvement or condemnation or in any other manner.
 
“Condemnation Award” means all proceeds of any Condemnation or transfer in lieu thereof.
 
“Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income (however denominated) or that are

franchise Taxes or branch profits Taxes.
 
“Consolidated Capital Expenditures” means for any period, without duplication, all expenditures made by the Borrower and its Consolidated

Subsidiaries during such period for Capital Assets (whether paid in cash or other consideration, financed by the incurrence of Indebtedness or accrued as a
liability), but excluding (i) expenditures made in connection with any replacement, substitution or restoration of property to the extent financed with the Net
Cash Proceeds of Insurance Proceeds and/or cash Condemnation Awards, (ii) interest capitalized during such period, (iii) expenditures that are accounted for
as capital expenditures of such Person and that are actually paid for or actually reimbursed by a Person that is not the Borrower or any of its Consolidated
Subsidiaries and for which none of the Borrower or any of its Consolidated Subsidiaries has provided or is required to provide or incur, directly or indirectly,
any consideration or obligation to any Person in respect thereof (it being understood that to the extent the Borrower or any Consolidated Subsidiary of the
Borrower makes any improvements to any leased property for which such Person is actually reimbursed, such amount shall not constitute Consolidated
Capital Expenditures) and (iv) the purchase price of assets (other than cash and Cash Equivalents) that is purchased substantially contemporaneously with
the trade in or substantially contemporaneous sale of existing assets (other than cash and Cash Equivalents) to the extent that the gross amount of such
purchase price is reduced by the credit granted by the seller of such assets (other than cash and Cash Equivalents) for the assets (other than cash and Cash
Equivalents) being traded in or substantially contemporaneously sold at such time.

 
“Consolidated Cash Interest Expense” means for any period Consolidated Interest Expense that has been paid or is payable in cash during such

period (without duplication and to the extent, but only to the extent, included in the determination of Consolidated Interest Expense for such period in
accordance with GAAP and paid in cash for such period).
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“Consolidated Cash Taxes” means for any period the aggregate amount of all Taxes of the Borrower and its Consolidated Subsidiaries for such
period to the extent the same are paid in cash by the Borrower or any Consolidated Subsidiary of the Borrower with respect to such period.

 
“Consolidated Current Assets” means at any date the consolidated current assets of the Borrower and its Consolidated Subsidiaries determined as of

such date, in accordance with GAAP, excluding cash and Cash Equivalents, amounts related to current or deferred Taxes based on income or profits, assets
held for sale, loans (permitted) to third parties, pension assets, deferred bank fees, derivative financial instruments, and any assets in respect of Swap
Obligations.

 
“Consolidated Current Liabilities” means at any date, without duplication, the consolidated current liabilities of the Borrower and its Consolidated

Subsidiaries determined as of such date in accordance with GAAP, excluding (A) the current portion of any Consolidated Indebtedness and accrued interest
thereon, (B) accruals for current or deferred Taxes based on income or profits, (C) any revolving loans, swing line loans and letter of credit obligations under
any revolving credit facility, (D) the current portion of Capital Lease Obligations, (E) liabilities in respect of unpaid earn-outs and (F) the current portion of
any other long-term liabilities.

 
“Consolidated EBITDA” means for any period the sum of, without duplication:
 

(i)                 Consolidated Net Income (or loss) for such period; plus
 
(ii)               the sum of the following, without duplication:
 

(A)              Consolidated Tax Expense to the extent deducted in the determination of Consolidated Net Income for such period;
plus

 
(B)               Consolidated Interest Expense to the extent deducted in the determination of Consolidated Net Income for such

period; plus
 
(C)               amortization and depreciation deducted in the determination of Consolidated Net Income for such period; plus
 
(D)              losses (less, even if it results in a negative number, gains) from Asset Dispositions outside of the Ordinary Course of

Business included in the determination of Consolidated Net Income for such period; plus
 
(E)               non-cash charges, losses or expenses, including writeoffs and writedowns and stock compensation expenses and non-

cash losses relating to the cancellation of Indebtedness, in each case, deducted in the determination of Consolidated Net Income for such
period ; plus

 
(F)               expenses and fees (including expenses and fees paid to the Administrative Agent, Lenders and Swap Creditors)

deducted in the determination of Consolidated Net Income and incurred during such period in connection with the Transactions and in
connection with the consummation or administration of, or any amendment, amendment and restatement or waiver of, or other modification
to, the Loan Documents after the Closing Date; plus
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(G)              extraordinary losses (less, even if it results in a negative number, extraordinary gains) deducted (or included) in the
determination of Consolidated Net Income during such period, net of related Tax effects; plus

 
(H)              expenses deducted in the determination of Consolidated Net Income during such period and covered by

indemnification or purchase price adjustments in connection with any Permitted Acquisition or Permitted Joint Venture, in each case to the
extent actually received in cash during such period or which Borrower, in good faith, reasonably believes will be received in cash within
365 days after the end of such period (it being understood that to the extent not actually received in cash within such 365-day period, such
amount shall be deducted in calculating Consolidated Net Income in such period); plus

 
(I)                 expenses and fees deducted in the determination of Consolidated Net Income during such period and paid to non-

Affiliates and which are incurred in connection with the consummation (or attempted consummation) of any Specified Transaction; plus
 
(J)                losses deducted in the determination of Consolidated Net Income during such period, but for which insurance or

indemnity recovery is actually received in cash during such period or which the Borrower, in good faith, reasonably believes will be
received in cash within 365 days after the end of such period (it being understood that to the extent not actually received in cash within
such 365-day period, such amount shall be deducted in calculating Consolidated Net Income in such period); plus

 
(K)              expenses deducted in the determination of Consolidated Net Income during such period and reimbursed by third parties

to the extent such reimbursements are actually received in cash during such period or which Borrower, in good faith, reasonably believes
will be received in cash within 365 days after the end of such period (it being understood that to the extent not actually received in cash
within such 365-day period, such amount shall be deducted in calculating Consolidated Net Income in such period); plus

 
(L)               non-cash exchange or translation losses (less, even if it results in a negative number, non-cash exchange or translation

gains) deducted (or included) in the determination of Consolidated Net Income during such period and arising from foreign currency
hedging transactions or currency fluctuations; plus

 
(M)             non-cash deductions or charges (less, even if it results in a negative number, non-cash gains or positive adjustments) to

Consolidated Net Income attributable to purchase accounting adjustments made in accordance with GAAP; plus
 
(N)              to the extent deducted in the determination of Consolidated Net Income during such period, any non-recurring or

unusual charges, costs or expenses, in each case, which are reasonably identifiable and factually supported (and certified by the Chief
Financial Officer of Borrower), including, without limitation, incurred in connection with integrating the business of the Borrower and the
Target or any business acquired in any Business Acquisition permitted hereunder, facility closures, headcount reductions, severance costs,
relocation costs, consummated mergers, acquisitions or investments or any disposition not in the Ordinary Course of Business permitted
under the Loan Documents, restructuring and similar charges and new product development costs; provided that the aggregate amount that
may be added pursuant to this clause (N) in any Test Period, when aggregated with the amounts added pursuant to clause (P) below in such
Test Period, shall not exceed […***…]% of Consolidated EBITDA for such Test Period (calculated prior to giving effect to this clause (N)
or clause (P) below); plus
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(O)              to the extent deducted in the determination of Consolidated Net Income during such period, board fees paid to members
of the Loan Parties’ Boards of Directors that are independent (within the meaning of rule 5605(a)(2) of the Nasdaq Listing Rules) in an
aggregate amount not to exceed $1,000,000 in any such period; plus

 
(P)               the amount of pro forma “run rate” cost savings, operating expense reductions, operating improvements and synergies

resulting from the Transactions or any Business Acquisition and projected by the Borrower in good faith to be realized within 12 months
after the Closing Date or the date of such Business Acquisition, as the case may be; provided that such changes shall be limited to those
that are factually supportable, reasonably identifiable, attributable to the Stock Purchase or the Tender Offer or such Business Acquisition,
as the case may be, consistent with Regulation S-X and supported by an officer’s certificate of the Chief Financial Officer of the Borrower
delivered to the Administrative Agent (calculated on a Pro Forma Basis as though such cost savings, operating expense reductions, other
operating improvements and synergies had been realized on the first day of such period as if such cost savings, operating expense
reductions, other operating improvements and synergies were realized during the entirety of such period) relating to such transaction, net of
the amount of actual benefits realized during such period from such actions; provided that the aggregate amount that may be added
pursuant to this clause (P) in any Test Period, when aggregated with the amounts added pursuant to clause (N) above in such Test Period,
shall not exceed […***…] of Consolidated EBITDA for such Test Period (calculated prior to giving effect to this clause (P) or clause (N)
above); plus

 
(Q)              the amount of cash proceeds received by the Borrower or any of its Consolidated Subsidiaries from business

interruption insurance and not already included in Consolidated Net Income; plus
 
(R)               unrealized non-cash hedging losses on financial derivatives recognized in accordance with Accounting Standards

Codification 825 (formerly SFAS No. 133); plus
 
(S)               without duplication, the aggregate amount of cash received during such period in respect of any non-cash gains or

income accounted for in a prior period which were subtracted from Consolidated Net Income to determine Consolidated EBITDA for such
prior period and which do not otherwise increase Consolidated Net Income for the current period; minus

 
(iii)             without duplication, any amount which, in the determination of Consolidated Net Income for such period, has been added for

(A) interest income and any cancellation of Indebtedness income and (B) unrealized non-cash hedging gains on financial derivatives recognized in
accordance with Accounting Standards Codification 825 (formerly SFAS No. 133); minus

 
(iv)              without duplication, the aggregate amount of cash payments made during such period in respect of any non-cash accrual,

reserve or other non-cash charge or expense accounted for in a prior period which were added to Consolidated Net Income to determine
Consolidated EBITDA for such prior period and which do not otherwise reduce Consolidated Net Income for the current period; minus

 
(v)                without duplication, the aggregate amount of non-cash gains or non-cash income included in the determination of

Consolidated Net Income for such period, including any cancellation of Indebtedness income.
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Notwithstanding the foregoing, Consolidated EBITDA for the applicable quarter end as set forth in the table below shall be deemed to be as follows:
 

Quarter Ended Consolidated EBITDA
September 30, 2014 […***…]
December 31, 2014 […***…]

March 31, 2015 […***…]
June 30, 2015 […***…]

 
For purposes of calculating Consolidated EBITDA for any period of four (4) consecutive fiscal quarters (each, a “Test Period”) pursuant to any determination
of the Total Leverage Ratio or the First Lien Leverage Ratio, if during such Test Period (or in the case of pro forma calculations, during the period from the
last day of such Test Period to and including the date as of which such calculation is made) any Group Company shall have made one or a series of related
Asset Dispositions or a Business Acquisition, Permitted Acquisition or other Investment permitted by Section 7.06(a)(xviii), in each case, made outside of the
Ordinary Course of Business, Consolidated EBITDA for such Test Period shall be calculated after giving effect thereto on a Pro Forma Basis.
 

“Consolidated First Lien Funded Indebtedness” means at any date, the aggregate outstanding principal amount of all Consolidated Funded
Indebtedness that is secured by a Lien on any of the assets of the Borrower or any of its Consolidated Subsidiaries (other than a Lien that is subordinated to
the Liens securing the Loans pursuant to a Customary Intercreditor Agreement).

 
“Consolidated Funded Indebtedness” means at any date, the aggregate outstanding principal amount, determined on a consolidated basis, without

duplication, in accordance with GAAP, of (a) all Indebtedness of the Borrower and its Consolidated Subsidiaries of the types referred to in clauses (i) (but
only in respect of the principal amount thereof), (ii) (but only in respect of the principal amount thereof), (v) and (vi) (but only in respect of the drawn amount
thereof) of the definition of “Indebtedness” in this Section 1.01 (giving effect to the proviso to such definition) and (b) without duplication, all Indebtedness
of the Borrower and its Consolidated Subsidiaries of the type referred to in clause (viii) of the definition of “Indebtedness” in this Section 1.01 to the extent
that such Guaranty Obligations relate to liabilities under clauses (i), (ii) (but only in respect of the principal amount thereof), (v) and (vi) of the definition of
“Indebtedness” (giving effect to the proviso to such definition) but, in each case, excluding, for the avoidance of doubt, any obligations in respect of Cash
Management Services (other than any overdrafts incurred in respect of the foregoing) and Swap Obligations.

 
“Consolidated Indebtedness” means, as of the date of determination, the sum, determined on a consolidated basis without duplication in accordance

with GAAP, of all outstanding Indebtedness of the Borrower and its Subsidiaries.
 
“Consolidated Interest Expense” means, for any period, the total interest expense of the Borrower and its Consolidated Subsidiaries for such period,

whether paid or accrued and whether or not capitalized (including, without limitation, amortization of debt issuance costs and original issue discount,
interest capitalized during construction, non-cash interest payments, the interest component of any deferred payment obligations, the interest component of
all payments under Capital Leases and the implied interest component of Synthetic Lease Obligations (regardless of whether accounted for as interest
expense under GAAP), all commissions, discounts and other fees and charges owed with respect to letters of credit and bankers’ acceptances and net costs
(included in interest expense) in respect of Swap Obligations constituting interest rate swaps, collars, caps or other arrangements requiring payments
contingent upon interest rates of the Borrower and its Consolidated Subsidiaries), in each case determined on a consolidated basis for such period; provided
that any interest on Indebtedness of another Person that is guaranteed by the Borrower or any of its Consolidated Subsidiaries or secured by (or for which the
holder of such Indebtedness has an existing right, contingent or otherwise, to be secured by) a Lien on, or payable out of the proceeds of the sale of or
production from, assets of the Borrower or any of its Consolidated Subsidiaries (whether or not such guarantee or Lien is called upon) shall be included.
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“Consolidated Net Income” means, for any period, the net income (or net loss) of the Borrower and its Consolidated Subsidiaries for such period,
determined on a consolidated basis in accordance with GAAP; provided that there shall be excluded from the calculation of Consolidated Net Income for any
period (i) the income (or loss) of any Person in which any other Person (other than the Borrower or any Consolidated Subsidiary of the Borrower) has an
ownership interest, except to the extent that any such income is actually received in cash by the Borrower or such Consolidated Subsidiary of the Borrower in
the form of Restricted Payments during such period, (ii) the income (or loss) of any Person accrued prior to the date it becomes a Consolidated Subsidiary of
the Borrower or is merged with or into or consolidated with the Borrower or any of its Consolidated Subsidiaries or that Person’s assets are acquired by the
Borrower or any of its Consolidated Subsidiaries, except as provided in the definitions of “Consolidated EBITDA” and “Pro Forma Basis” herein and (iii)
solely for purposes of determining the Available Amount, the income of any Consolidated Subsidiary of the Borrower (other than a Loan Party) to the extent
that the declaration or payment of Restricted Payments or similar distributions by that Consolidated Subsidiary of that income is not at the time permitted by
operation of the terms of its charter or any agreement, instrument, judgment, decree, order, statute, rule or governmental regulation applicable to that
Consolidated Subsidiary.

 
“Consolidated Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person or other entity the accounts of which would

be consolidated with those of such Person in its consolidated financial statements if such statements were prepared as of such date in accordance with GAAP.
 
“Consolidated Tax Expense” means, for any period, the Tax expense (including federal, state, local and foreign Taxes measured on capital, income

or profits) of the Borrower and its Consolidated Subsidiaries, for such period, determined on a consolidated basis in accordance with GAAP.
 
“Consummation of the Tender Offer and Stock Repurchase” means all conditions precedent under the Tender Offer Registration Statement (other

than the payment for the Equity Interests of the Target that are to be acquired pursuant to the Tender Offer), the Strategic Alliance Agreement and the Stock
Purchase Agreement to the consummation of the Tender Offer and the Stock Purchase shall have been satisfied and (x) proceeds of the Initial Term Loans in
the amount necessary to purchase the shares of the Target pursuant to the Tender Offer shall have been transferred to Nomura Securities Co., Ltd., as the
tender offer agent in respect of the Tender Offer Registration Statement, to be used to purchase shares of the Target as described in the Tender Offer
Registration Statement and (y) the consummation of the Stock Purchase, in each case, in accordance with the terms and conditions of the respective Tender
Offer Documents without giving effect to any alteration, amendment, modification, supplement or express waiver or consent granted by the Borrower or any
of its Subsidiaries in any manner if such amendment, alteration, modification, supplement or express waiver or consent (x) in the case of the Tender Offer
Registration Statement, would have given the Borrower or any of its Subsidiaries the right to terminate the Tender Offer if such alteration, amendment,
modification, supplement or express waiver or consent had not been granted or (y) in the case of any other Tender Offer Document, is materially adverse to
the interests of the Lenders (in their capacities as such), without the prior written consent of the Administrative Agent (such consent not to be unreasonably
withheld, delayed or conditioned) (it being understood and agreed that any alteration, amendment, modification, supplement or express waiver or consent
granted by the Borrower or any of its Subsidiaries under the Tender Offer Documents (a) that results in a reduction in the purchase price under the Tender
Offer Documents (the “Purchase Price”) by more than […***…] shall be deemed to be materially adverse to the interests of the Lenders, unless such
reduction is applied to reduce the principal amount of the Term Loans, (b) that results in an increase in the Purchase Price shall be deemed not to be
materially adverse to the interests of the Lenders so long as (x) any such increases shall not be funded with proceeds of any Indebtedness and (y) after giving
effect to any such increase in the Purchase Price and any payment in respect thereof, the Borrower and its Subsidiaries shall have at least […***…] of
Unrestricted Cash and Cash Equivalents on hand or (c) that results in an extension of the Tender Offer period shall not be deemed to be materially adverse to
the interests of the Lenders; provided that the expiration date of such extended Tender Offer period shall be within sixty (60) Business Days (as defined in the
Strategic Alliance Agreement) from the Original Tender Offer Commencement Date.
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“Contractual Obligation” means, as to any Person, any provision of any security issued by such Person or of any agreement, instrument or other
undertaking to which such Person is a party or by which it or any of its property is bound.

 
“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a Person,

whether through the ability to exercise voting power, by contract or otherwise. “Controlling” and “Controlled” have meanings correlative thereto.
 
“Controlled Accounts” has the meaning specified in the Security Agreement.
 
“Copyrights” means all United States and foreign copyrights (including community designs), including, but not limited to, copyrights in software

and databases, and all Mask Works (as defined under 17 U.S.C. § 901 of the U.S. Copyright Act), whether registered or unregistered, and, with respect to any
and all of the foregoing: (i) all registrations and applications therefor including, without limitation, the registrations and applications referred to in Section
II(B)(1) of any Loan Party’s Perfection Certificate (as such schedule may be amended, modified or supplemented from time to time by such Loan Party), (ii)
all extensions and renewals thereof, (iii) all claims for, and rights to sue for, past, present or future infringements and other violations thereof; (iv) all Proceeds
(as defined in the UCC) of the foregoing, including, without limitation, all income, license fees, royalties, damages and payments now or hereafter due or
payable with respect to any of the foregoing, including damages and payments for past, present or future infringements or other violations thereof; and (v) all
other rights corresponding thereto throughout the world.

 
“Credit Agreement Refinancing Indebtedness” means (a) Permitted Equal Priority Refinancing Debt, (b) Permitted Junior Priority Refinancing Debt

or (c) Permitted Unsecured Refinancing Debt; provided that, in each case, such Indebtedness is issued, incurred or otherwise obtained (including by means of
the extension or renewal of existing Indebtedness) to Refinance, in whole or in part, existing Term Loans or any then-existing Credit Agreement Refinancing
Indebtedness (collectively, “Credit Agreement Refinanced Debt”); provided, further, that (i) the terms and conditions of such Credit Agreement Refinancing
Indebtedness (except as otherwise provided in clause (ii) below and with respect to pricing, premiums and optional prepayment or redemption terms) shall be
(as reasonably determined in good faith by the Borrower) on terms and conditions that are (taken as a whole) no more favorable to the lenders or holders
providing such Indebtedness than those applicable to the Credit Agreement Refinanced Debt (other than covenants or other provisions applicable only to
periods after the Latest Maturity Date at the time of incurrence of such Indebtedness), (ii) such Credit Agreement Refinancing Indebtedness shall have a
maturity date that is no earlier than the Maturity Date of the Credit Agreement Refinanced Debt at the time of incurrence and a Weighted Average Life to
Maturity equal to or greater than that of the Credit Agreement Refinanced Debt (after giving effect to any amortization thereof, but not any prepayments
thereof, prior to the time of such Refinancing) as of the date of determination, (iii) such Indebtedness shall not have a greater principal amount than the
principal amount of the Credit Agreement Refinanced Debt plus accrued and unpaid interest, fees and premiums (including any tender premium and
prepayment premiums) and penalties (if any) thereon and fees, expenses, original issue discount and upfront fees incurred in connection with such
refinancing, (iv) such Credit Agreement Refinanced Debt shall be repaid, defeased or satisfied and discharged, and all accrued interest, fees and premiums (if
any) in connection therewith shall be paid, substantially concurrently on the date such Credit Agreement Refinancing Indebtedness is issued, incurred or
obtained with the Net Cash Proceeds received from the incurrence or issuance of such Indebtedness and any corresponding commitments shall immediately
terminate, (v) none of the Borrower’s Subsidiaries is a borrower or guarantor with respect to any such Indebtedness unless such Subsidiary is a Subsidiary
Guarantor which shall have previously or substantially concurrently Guaranteed the Borrower’s Senior Credit Obligations hereunder, (vi) any such Credit
Agreement Refinancing Indebtedness (to the extent secured) is not secured by any assets other than Collateral unless such assets substantially concurrently
become Collateral, (vii) such Credit Agreement Refinancing Indebtedness shall not require any mandatory repayment, redemption, repurchase or defeasance
(other than (x) in the case of bonds, notes or debentures, customary change of control, fundamental change, asset sale event or casualty or condemnation
event offers and customary acceleration any time after an event of default, and, in the case of convertible notes, settlements upon conversion thereof and
(y) in the case of any term loans, mandatory prepayments (including redemptions or repurchases or offers to prepay, redeem or repurchase based on excess
cash flow) that are on terms not more favorable to the lenders or holders providing such Indebtedness than those applicable to the Credit Agreement
Refinanced Debt or the Term Loans) prior to the Latest Maturity Date at the time of such incurrence, (viii) if such Credit Agreement Refinancing
Indebtedness contains any financial maintenance covenants, such covenants shall not be tighter than (or in addition to) those contained in this Agreement
and (ix) if the Credit Agreement Refinanced Debt is (A) contractually subordinated to the Term Loans in right of payment, such Credit Agreement
Refinancing Indebtedness shall be contractually subordinated to the Term Loans on the same basis, (B) contractually subordinated to the Term Loans in right
of security, such Credit Agreement Refinancing Indebtedness shall be contractually subordinated to the Term Loans on the same basis or be unsecured and
(C) unsecured, such Credit Agreement Refinancing Indebtedness shall be unsecured.
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“Credit Exposure” means, as applied to each Lender and with respect to each Class of its Commitments and/or Loans:
 

(i) at any time prior to the termination of the Commitments of the Lenders, the sum of such Lender’s Loans and undrawn Commitments; and
 
(ii) at any time after the termination of the Commitments of the Lenders, the principal balance of the outstanding Loans of such Lender.
 

“Customary Intercreditor Agreement” means (a) to the extent executed in connection with the incurrence of Indebtedness secured by Liens on the
Collateral intended to rank equal in priority to the Liens on the Collateral securing the Senior Credit Obligations (but without regard to the control of
remedies), a customary intercreditor agreement in form and substance reasonably acceptable to the Administrative Agent and the Borrower, which agreement
shall (i) provide that the Liens on the Collateral securing such Indebtedness shall rank equal in priority to the Liens on the Collateral securing the Senior
Credit Obligations and (ii) contain other customary secured creditor and bankruptcy-related provisions and (b) to the extent executed in connection with the
incurrence of Indebtedness secured by Liens on the Collateral intended to rank junior to the Liens on the Collateral securing the Senior Credit Obligations, a
customary intercreditor agreement in form and substance reasonably acceptable to the Administrative Agent and the Borrower, which agreement shall (i)
provide that the Liens on the Collateral securing such Indebtedness shall rank junior to the Lien on the Collateral securing the Senior Credit Obligations and
(ii) contain other customary secured creditor and bankruptcy-related provisions.

 
“Debt Equivalents” of any Person means (i) any Equity Interest of such Person which by its terms (or by the terms of any security for which it is

convertible or for which it is exchangeable or exercisable), or upon the happening of any event or otherwise (including an event which would constitute a
Change of Control), (A) matures or is mandatorily redeemable (other than solely for Qualified Capital Stock of the Borrower) or subject to any mandatory
repurchase requirement (other than solely for Qualified Capital Stock of the Borrower), pursuant to a sinking fund or otherwise, (B) requires the payment of
any dividend or other distribution (other than solely in the form of Qualified Capital Stock of the Borrower) or (C) is convertible into or exchangeable for
Indebtedness or Equity Interests described in the foregoing clause (A) or (B), in each case in whole or in part, on or prior to the date that is ninety-one (91)
days after the Latest Maturity Date at the time of incurrence or issuance thereof and (ii) if such Person is a Subsidiary of the Borrower but not a Subsidiary
Guarantor, any Preferred Stock of such Person issued to a Person other than the Borrower or any of its Subsidiaries; provided, however, that (x) any Equity
Interests that would not constitute Debt Equivalents but for provisions thereof giving holders thereof (or the holders of any security into or for which such
Equity Interests are convertible, exchangeable or exercisable) the right to require the issuer thereof to redeem such Equity Interests upon the occurrence of a
change of control, fundamental change or an asset disposition occurring prior to the ninety-first (91st) day after the Latest Maturity Date at the time of
incurrence or issuance thereof (other than solely for Qualified Capital Stock of the Borrower) shall not constitute Debt Equivalents if such Equity Interests
provide that the issuer thereof will not redeem any such Equity Interests pursuant to such provisions prior to Discharge of Senior Finance Obligations, and (y)
an Equity Interest in the Borrower that is issued to any employee or to any plan for the benefit of employees or by any such plan to such employees shall not
constitute Debt Equivalents notwithstanding any obligation of the Borrower to repurchase such Equity Interest in order to satisfy applicable statutory or
regulatory obligations or as a result of such employee’s termination, death or disability.
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“Debt Issuance” means the issuance by any Group Company of any Indebtedness other than a borrowing under a revolving credit facility.
 
“Default” means any condition or event that constitutes an Event of Default or that, with the giving of notice, the passage of applicable grace

periods, or both, would be an Event of Default.
 
“Defaulting Lender” means, subject to Section 2.18(b), any Lender that (a) has failed to (i) fund all or any portion of its Loans within two (2)

Business Days of the date such Loans were required to be funded hereunder unless such Lender notifies the Administrative Agent and the Borrower in writing
that such failure is the result of such Lender’s good faith determination that one or more conditions precedent to funding (each of which conditions
precedent, together with any applicable default, shall be specifically identified in such writing) has not been satisfied or (ii) pay to the Administrative Agent
or any other Lender any other amount required to be paid by it hereunder within two (2) Business Days of the date when due, (b) has notified the Borrower or
the Administrative Agent in writing that it does not intend to comply with its funding obligations hereunder, or has made a public statement to that effect
(unless such writing or public statement relates to such Lender’s obligation to fund a Loan hereunder and states that such position is based on such Lender’s
good faith determination that a condition precedent to funding (which condition precedent, together with any applicable default, shall be specifically
identified in such writing or public statement) cannot be satisfied), (c) has failed, within three (3) Business Days after written request by the Administrative
Agent or the Borrower, to confirm in writing to the Administrative Agent and the Borrower that it will comply with its prospective funding obligations
hereunder (provided that such Lender shall cease to be a Defaulting Lender pursuant to this clause (c) upon receipt of such written confirmation by the
Administrative Agent and the Borrower) or (d) has, or has a direct or indirect parent company that has, (i) become the subject of a proceeding under any
Bankruptcy Law or (ii) had appointed for it a receiver, custodian, conservator, trustee, administrator, assignee for the benefit of creditors or similar Person
charged with reorganization or liquidation of its business or assets, including the Federal Deposit Insurance Corporation or any other state or federal
regulatory authority acting in such a capacity; provided that a Lender shall not be a Defaulting Lender solely by virtue of the ownership or acquisition of any
equity interest in that Lender or any direct or indirect parent company thereof by a Governmental Authority so long as such ownership interest does not result
in or provide such Lender with immunity from the jurisdiction of courts within the United States or from the enforcement of judgments or writs of attachment
on its assets or permit such Lender (or such Governmental Authority) to reject, repudiate, disavow or disaffirm any contracts or agreements made with such
Lender. Any determination by the Administrative Agent that a Lender is a Defaulting Lender under any one or more of clauses (a) through (d) above shall be
conclusive and binding absent manifest error, and such Lender shall be deemed to be a Defaulting Lender (subject to Section 2.18(b)) upon delivery of
written notice of such determination to the Borrower and each Lender.
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“Designated US Account” means the Nomura Account (as defined in the Nomura Letter Agreement).
 
“Discharge of Senior Finance Obligations” means (i) payment in full in cash of the principal of and interest (including interest accruing on or after

the commencement of any Insolvency or Liquidation Proceeding, whether or not a claim for such interest is, or would be, allowed in such Insolvency or
Liquidation Proceeding) and premium and fees, if any, on all Indebtedness outstanding under the Loan Documents and termination of all commitments to
lend or otherwise extend credit under the Loan Documents and (ii) payment in full in cash of all other Senior Credit Obligations under the Loan Documents
that are due and payable or otherwise accrued and owing at or prior to the time such principal, interest, premium and fees are paid (including legal fees and
other expenses, costs or charges accruing on or after the commencement of any Insolvency or Liquidation Proceeding, whether or not a claim for such fees,
expenses, costs or charges is, or would be, allowed in such Insolvency or Liquidation Proceeding, but excluding any contingent indemnification obligations
for which no claim has been made).

 
“Discount Prepayment Accepting Lender” has the meaning specified in Section 2.09(a)(ii)(B)(2).
 
“Discount Range” has the meaning specified in Section 2.09(a)(ii)(C)(1).
 
“Discount Range Prepayment Amount” has the meaning specified in Section 2.09(a)(ii)(C)(1).
 
“Discount Range Prepayment Notice” means a written notice of the Borrower Solicitation of Discount Range Prepayment Offers made pursuant to

Section 2.09(a)(ii)(C) substantially in the form of Exhibit K-2.
 
“Discount Range Prepayment Offer” means the written offer by a Lender, substantially in the form of Exhibit K-3, submitted in response to an

invitation to submit offers following the Auction Agent’s receipt of a Discount Range Prepayment Notice.
 
“Discount Range Prepayment Response Date” has the meaning specified in Section 2.09(a)(ii)(C)(1).
 
“Discount Range Proration” has the meaning specified in Section 2.09(a)(ii)(C)(3).
 
“Discounted Prepayment Determination Date” has the meaning specified in Section 2.09(a)(ii)(D)(3).
 
“Discounted Prepayment Effective Date” means in the case of a Borrower Offer of Specified Discount Prepayment, Borrower Solicitation of Discount

Range Prepayment Offer or Borrower Solicitation of Discounted Prepayment Offer, five (5) Business Days following the Specified Discount Prepayment
Response Date, the Discount Range Prepayment Response Date or the Solicited Discounted Prepayment Response Date, as applicable, in accordance with
Section 2.09(a)(ii)(B), Section 2.09(a)(ii)(C) or Section 2.09(a)(ii)(D), respectively, unless a shorter period is agreed to between the Borrower and the Auction
Agent.

 
“Discounted Term Loan Prepayment” has the meaning specified in Section 2.09(a)(ii)(A).
 
“Disqualified Capital Stock” means any Equity Interest of any Person that is not Qualified Capital Stock.
 
“Dollars” and “$” means, lawful money of the United States.
 
“Domain Names” means all Internet domain names and associated uniform resource locator addresses.
 
“Domestic Subsidiary” means, with respect to any Person, each Subsidiary of such Person that is organized under the laws of the United States, any

state thereof or the District of Columbia, and “Domestic Subsidiaries” means any two or more of them.
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“Effect” has the meaning specified in the definition of “Closing Date Material Adverse Effect”.
 
“Eligible Assignee” means (i) a Lender, (ii) an Affiliate of a Lender, (iii) an Approved Fund, (iv) an Approved Lender and (v) any other Person (in

each case, other than a natural person) approved by, (x) in the case of preceding clauses (i) through (v), inclusive, the Administrative Agent and (y) solely in
the case of preceding clause (v), unless an Event of Default has occurred and is continuing, the Borrower (each such approval not to be unreasonably
withheld or delayed and provided that, if the consent of the Borrower is required, the Borrower shall be deemed to have consented to any such assignment
unless it shall object thereto by written notice to the Administrative Agent within five (5) Business Days after the Borrower has received written notice
thereof); provided, however, that any assignment in connection with the primary syndication of the Commitments and Loans made by Jefferies Finance LLC
and its Affiliates to an Eligible Assignee shall not require the approval of the Borrower and shall be permitted to be made without otherwise complying with
Section 10.06(b); provided that, notwithstanding the foregoing, “Eligible Assignee” shall not include (I) the Borrower or any of the Borrower’s Affiliates or
(II) any natural person.

 
“Embargoed Person” has the meaning specified in Section 7.17.
 
“Employee Benefit Arrangements” means in any jurisdiction the benefit schemes or arrangements in respect of any employees or past employees

operated, maintained or contributed to by any Group Company or in which any Group Company participates and which provide benefits on retirement, ill-
health, injury, death or voluntary withdrawal from or termination of employment, including termination indemnity payments and life assurance and post-
retirement medical benefits, other than any Plans and Multiemployer Plans.

 
“Environment” means ambient air, indoor air, surface water, groundwater, potable water, navigable water, wetlands, sediments, land, subsurface

strata, any other environmental medium and natural resources including wetlands, flora and fauna.
 
“Environmental Laws” means the common law and any and all federal, state, provincial, local and foreign statutes, Laws, regulations, ordinances,

rules, judgments, orders, decrees, Environmental Permits or governmental restrictions relating to pollution, human health, safety or the Environment,
including those relating to the generation, use, transportation, distribution, storage, treatment, disposal, presence, Release or threat of Release of any
Hazardous Materials.

 
“Environmental Liability” means any liability, contingent or otherwise (including any liability for damages, costs of remediation, fines, penalties or

indemnities), related in any way to any Group Company resulting from, arising under or based on (i) any Environmental Law, (ii) the generation, use,
handling, transportation, storage, treatment or disposal of any Hazardous Material, (iii) exposure to any Hazardous Material, (iv) the Release presence or
threatened Release of any Hazardous Material or (v) any contract, agreement or other consensual arrangement pursuant to which liability is assumed or
imposed with respect to any of the foregoing.

 
“Environmental Permit” means any permit, license, approval, registration, notification, exemption, consent or other authorization required by or

from a Governmental Authority under Environmental Law.
 
“Equity Equivalents” means, with respect to any Person, any rights, warrants, options, convertible securities, exchangeable securities, indebtedness

or other rights, in each case exercisable for or convertible or exchangeable into, directly or indirectly, Equity Interests of such Person or securities exercisable
for or convertible or exchangeable into Equity Interests of such Person, whether at the time of issuance or upon the passage of time or the occurrence of some
future event, but excluding any debt securities convertible into, or exchangeable for, such Equity Interests.
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“Equity Interests” means all shares of capital stock, partnership interests (whether general or limited), limited liability company membership
interests, beneficial interests in a trust and any other interest or participation that confers on a Person the right to receive a share of profits or losses, or
distributions of assets, of an issuing Person, but excluding any debt securities convertible into, or exchangeable for, such Equity Interests.

 
“Equity Issuance” means (i) any sale or issuance by the Borrower or any of its Subsidiaries to any Person other than the Borrower or a Subsidiary of

the Borrower of any Equity Interests or any Equity Equivalents (other than any such Equity Equivalents that constitute Indebtedness other than, in each case,
Debt Equivalents) and (ii) the receipt by the Borrower or any of its Subsidiaries of any cash capital contributions, whether or not paid in connection with any
issuance of Equity Interests of the Borrower or any of its Subsidiaries, from any Person other than the Borrower or a Subsidiary of the Borrower.

 
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, and the rules and regulation promulgated thereunder.
 
“ERISA Affiliate ” means each entity that is a member of a “controlled group of corporations,” under “common control” or an “affiliated service

group” with a Group Company within the meaning of Section 414(b), (c) or (m) of the Code, or required to be aggregated with a Group Company under
Section 414(o) of the Code or is under “common control” with a Group Company, within the meaning of Section 4001(a)(14) of ERISA.

 
“ERISA Event” means:
 

(i) a reportable event as defined in Section 4043 of ERISA and the regulations issued under such Section with respect to a Plan, excluding,
however, such events as to which the PBGC by regulation has waived the requirement of Section 4043(a) of ERISA that it be notified within 30 days
of the occurrence of such event;

 
(ii) the requirements of Section 4043(b) of ERISA apply with respect to a contributing sponsor, as defined in Section 4001(a)(13) of ERISA,

of any Plan, and an event described in paragraph (9), (10), (11), (12) or (13) of Section 4043(c) of ERISA is reasonably expected to occur with respect
to such Plan within the following 30 days;

 
(iii) the failure to meet the minimum funding standard of Section 412 of the Code with respect to any Plan (whether or not waived in

accordance with Section 412 of the Code), the application for a minimum funding waiver under Section 303 of ERISA with respect to any Plan (or,
after the effective date of the Pension Protection Act of 2006 (the “PPA”), Section 302(c) of ERISA), the failure to make by its due date a required
installment under Section 412(m) of the Code (or, after the effective date of the PPA, Section 430(j) of the Code) with respect to any Plan;

 
(iv) the incurrence of any material liability by a Group Company or an ERISA Affiliate pursuant to Title IV of ERISA or the occurrence or

existence of any event, transaction or condition that could reasonably be expected to result in the incurrence of any such material liability or
imposition of any lien on any of the rights, properties or assets of a Group Company or any ERISA Affiliate pursuant to Title IV of ERISA, Section
303(k) or ERISA or Section 430 of the Code;

 
(v) the provision by the administrator of any Plan of a notice pursuant to Section 4041(a)(2) of ERISA (or the reasonable expectation of

such provision of notice) of intent to terminate such Plan in a distress termination described in Section 4041(c) of ERISA, the institution by the
PBGC of proceedings to terminate any Plan or the occurrence of any event or condition which could reasonably be expected to constitute grounds
under ERISA for the termination of a Plan by the PBGC, or the appointment of a trustee by the PBGC to administer any Plan;
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(vi) the withdrawal of a Group Company or ERISA Affiliate in a complete or partial withdrawal (within the meaning of Section 4203 and
4205 of ERISA) from any Multiemployer Plan if there is any potential material liability therefor, or the receipt by a Group Company or ERISA
Affiliate of notice from any Multiemployer Plan that it is in reorganization or insolvency pursuant to Section 4241 or 4245 of ERISA, or that it
intends to terminate or has terminated under Section 4041A or 4042 of ERISA;

 
(vii) the imposition of material liability (or the reasonable expectation thereof) on a Group Company or ERISA Affiliate pursuant to Section

4062, 4063, 4064 or 4069 of ERISA or by reason of the application of Section 4212(c) of ERISA; and
 
(viii) the assertion of a material claim (other than routine claims for benefits) against any Plan (other than a Multiemployer Plan) or the

assets thereof, or against a Group Company or, with respect to a Plan subject to Title IV of ERISA, an ERISA Affiliate, in connection with any Plan.
 

“Eurodollar Loan” means at any date a Loan which bears interest at a rate based on the Adjusted Eurodollar Rate.
 
“Eurodollar Rate” means, with respect to any Borrowing of Eurodollar Loans for any Interest Period therefor,
 

(i) the rate per annum equal to the arithmetic mean (rounded to the nearest 1/100th of 1%) of the rate determined by the Administrative
Agent to be the London interbank offered rate as administered by ICE Benchmark Administration Limited (or any other Person that takes over the
administration of such rate) that appears on the Reuters Screen LIBOR01 Page (or, in the event such rate does not appear on a Reuters page or screen,
on any successor or substitute page on such screen that displays such rate, or on the appropriate page of such other information service that
publishes such rate from time to time as selected by the Administrative Agent in its reasonable discretion, in each case, the “LIBOR Screen Rate”) for
deposits in Dollars (for delivery on the first day of such Interest Period) with a term equivalent to such Interest Period (or, if such LIBOR Screen Rate
is not available for the Interest Period of that Loan, the Eurodollar Rate shall be determined using the weighted average of the offered rates for the
two terms most nearly corresponding to such Interest Period), determined as of approximately 11:00 A.M. (London time) two (2) Business Days prior
to the first day of such Interest Period, or, if different, the date on which quotations would customarily be provided by leading banks in the London
interbank market for deposits of amounts in Dollars for delivery on the first day of such Interest Period, provided that if such rate is below zero, the
Eurodollar Rate will be deemed to be zero; or

 
(ii) if the rates referenced in the preceding clause (i) are not available, the rate per annum equal to the rate at which the Administrative

Agent is offered deposits in Dollars at approximately 11:00 A.M. (London time), two (2) Business Days prior to the first day of such Interest Period
in the London interbank market for delivery on the first day of such Interest Period for the number of days comprised therein and in an amount
comparable to its portion of the amount of such Eurodollar Borrowing to be outstanding during such Interest Period or, if different, the date on
which quotations would customarily be provided by leading banks in the London interbank market for deposits of amounts in Dollars for delivery of
the first day of such Interest Period. “Reuters Screen LIBOR01 Page” means the display designated on the Reuters 3000 Xtra Page (or such other
page as may replace such page on such service for the purpose of displaying the rates at which Dollar deposits are offered by leading banks in the
London interbank deposit market).
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“Eurodollar Statutory Reserves” means, for any day during any Interest Period for any Borrowing of Eurodollar Loans, the average maximum rate at
which reserves (including any marginal, supplemental or emergency reserves) are required to be maintained during such Interest Period under regulations
issued from time to time (including “Regulation D,” issued by the Board of Governors of the Federal Reserve Bank of the United States (the “Reserve
Regulations”) by member banks of the United States Federal Reserve System in New York City with deposits exceeding one billion Dollars against
Eurocurrency funding liabilities (currently referred to as “Eurocurrency liabilities” (as such term is used in Regulation D)). Borrowings of Eurodollar Loans
shall be deemed to constitute Eurodollar liabilities and to be subject to such reserve requirements without benefit of or credit for proration, exceptions or
offsets which may be available from time to time to any Lender under the Reserve Regulations.

 
“Event of Default” has the meaning specified in Section 8.01.
 
“Excess Cash Flow” means for any Excess Cash Flow Period, the sum, without duplication, of:
 

(a) the sum, without duplication, of:
 

(i) Consolidated EBITDA for such Excess Cash Flow Period;
 
(ii) cash items of income actually received by the Borrower or any of its Consolidated Subsidiaries during such Excess Cash Flow

Period not included in calculating Consolidated EBITDA; and
 
(iii) the decrease, if any, in the Net Working Capital from the beginning to the end of such Excess Cash Flow Period; minus
 

(b) the sum, without duplication, of:
 

(i)                 Consolidated Cash Taxes paid or payable by the Borrower and its Consolidated Subsidiaries with respect to such
Excess Cash Flow Period;

 
(ii)               the sum of (A) Consolidated Cash Interest Expense paid or payable by the Borrower and its Consolidated Subsidiaries

with respect to such Excess Cash Flow Period plus any premium paid by the Borrower and its Consolidated Subsidiaries in connection with
any voluntary prepayments of Indebtedness during such Excess Cash Flow Period to the extent funded with amounts other than proceeds of
any long term Debt Issuance (other than revolving Indebtedness), Equity Issuance, Asset Disposition or Casualty Event, and (B) scheduled
principal amortization of all Indebtedness for such period (including, without limitation, the implied principal component of scheduled
payments made in respect of permitted Capital Lease Obligations);

 
(iii)             amounts actually paid and applied to mandatory permanent repayments and prepayments of Indebtedness, other than

the Loans, made by the Borrower and its Consolidated Subsidiaries during such Excess Cash Flow Period but only to the extent that (A) (i)
such repayments and prepayments by their terms cannot be reborrowed or redrawn and (ii) such repayments and prepayments do not occur
in connection with a refinancing of all or a portion of such Indebtedness, and (B) the amounts used to make such payments are not funded
with proceeds of any Debt Issuance, Equity Issuance, Asset Disposition or Casualty Event;
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(iv)              the sum of (A) Consolidated Capital Expenditures made by the Borrower and its Consolidated Subsidiaries in cash
during such Excess Cash Flow Period to the extent funded with amounts other than the proceeds of any long term Debt Issuance (other than
with revolving Indebtedness), Equity Issuance, Asset Disposition or Casualty Event and (B) cash consideration, including cash Acquisition
Consideration, paid during such Excess Cash Flow Period to make Permitted Acquisitions or other Investments permitted by Section
7.06(a)(v), (xvii) and (xxiv), in each case to the extent funded with amounts other than the proceeds of any long term Debt Issuance (other
than with revolving Indebtedness), Equity Issuance, Asset Disposition, Casualty Event or in reliance on the Available Amount; provided,
however, that, (x) the aggregate amount of cash consideration, including cash Acquisition Consideration, paid during such Excess Cash
Flow Period in respect of Positive EBITDA Acquisitions applied to reduce Excess Cash Flow pursuant to this clause (iv), together with any
cash consideration, including cash Acquisition Consideration, applied to reduce Excess Cash Flow pursuant to (xii) below, shall not exceed
[…***…] and (y) in no event shall any amount of cash consideration, including cash Acquisition Consideration, paid during such Excess
Cash Flow Period in respect of […***…],[…***…] pursuant to this clause (iv);

 
(v)                the increase, if any, in the Net Working Capital from the beginning to the end of such Excess Cash Flow Period;
 
(vi)              cash items of expense (including losses) during such Excess Cash Flow Period (A) not deducted in calculating

Consolidated EBITDA or (B) added back to Consolidated Net Income in calculating Consolidated EBITDA, including, without limitation,
the items described in clauses (D), (F), (G), (H), (I), (N) and (O) of the definition of Consolidated EBITDA;

 
(vii)            the amount of any non-cash gain included in Consolidated EBITDA for such Excess Cash Flow Period recognized as a

result of any Asset Dispositions;
 
(viii)          cash payments by the Borrower and its Consolidated Subsidiaries during such Excess Cash Flow Period in respect of

long-term liabilities of the Borrower and its Consolidated Subsidiaries (other than obligations described in clause (iv)(B) above or
Indebtedness) to the extent such payments are not expensed during any Excess Cash Flow Period or are not deducted in calculating
Consolidated EBITDA;

 
(ix)              the amount of Restricted Payments paid in cash during such Excess Cash Flow Period pursuant to clause (iii) or (v) of

Section 7.07 to the extent funded with amounts other than the proceeds of any Debt Issuance, Equity Issuance, Asset Disposition or
Casualty Event;

 
(x)                the aggregate amount of expenditures actually made by the Borrower and its Consolidated Subsidiaries from internally

generated cash flow of the Borrower and its Consolidated Subsidiaries during such Excess Cash Flow Period to the extent that such
expenditures are not expensed during such Excess Cash Flow Period or are not deducted in calculating Consolidated EBITDA;

 
(xi)              the aggregate amounts added to Consolidated Net Income pursuant to clause (P) of the definition of Consolidated

EBTIDA for such Excess Cash Flow Period; and
 
(xii)            without duplication of amounts deducted from Excess Cash Flow in prior periods, and at the option of the Borrower, the

aggregate consideration required to be paid in cash by the Borrower or any of its Consolidated Subsidiaries pursuant to binding contracts
(the “Contract Consideration”) entered into prior to or during the Excess Cash Flow Period relating to Business Acquisitions (including, in
each case, earnouts, “milestone” payments or similar amounts), Permitted Joint Ventures or other Investments permitted by Sections 7.06(a)
(v), (xvii) and (xxiv), Consolidated Capital Expenditures or acquisitions or licenses of intellectual property to be consummated or made
during the period of four (4) consecutive fiscal quarters of the Borrower following such Excess Cash Flow Period, in each case, to the extent
intended to be financed with internally generated cash flow, provided that, to the extent the aggregate amount of internally generated cash
flow utilized to finance such Business Acquisitions, Permitted Joint Ventures or other Investments permitted by Sections 7.06(a)(v), (xvii)
and (xxiv), Consolidated Capital Expenditures or acquisitions or licenses of intellectual property during such period of four (4) consecutive
fiscal quarters is less than the Contract Consideration, the amount of such shortfall shall be added to the calculation of Excess Cash Flow at
the end of such period of four (4) consecutive fiscal quarters; provided further however, that (x) the aggregate amount of cash consideration,
including cash Acquisition Consideration, to be paid in respect of Positive EBITDA Acquisitions pursuant to this clause (xii), together with
any cash consideration, including cash Acquisition Consideration, applied to reduce Excess Cash Flow pursuant to (iv) above, shall not
exceed […***…] and (y) in no event shall any amount of cash consideration, including cash Acquisition Consideration, to be paid in
respect of […***…] pursuant to this clause (xii).
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“Excess Cash Flow Period” means each fiscal year of the Borrower, commencing with its fiscal year ending December 31, 2016.
 
“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.
 
“Excluded Subsidiary” means (a) any Subsidiary that is not a Wholly Owned Subsidiary, (b) any Foreign Subsidiary that is (i) a CFC, (ii) a CFC

Holdco or (iii) a Subsidiary of a CFC, (c) any Domestic Subsidiary that is (i) a Subsidiary of a Foreign Subsidiary that is a CFC, or (ii) a Subsidiary that has no
material assets other than Equity Interests of one or more CFCs (each such Subsidiary a “CFC Holdco”), (d) any Subsidiary that is prohibited or restricted by
applicable Law or by Contractual Obligation existing on the Closing Date (or, with respect to any Subsidiary acquired by the Borrower or a Subsidiary after
the Closing Date (and so long as such Contractual Obligation was not incurred in contemplation of such acquisition), on the date such Subsidiary is so
acquired) from providing a guaranty (in each case, only so long as such restriction remains in effect), or if such guaranty would require governmental
(including regulatory) or third party consent, approval, license or authorization (but only so long as such consent, approval, license, or authorization is not
received or same remains in effect), (e) any Foreign Subsidiary for which the providing of a guaranty could reasonably be expected to result in a violation, or
breach of, or conflict with, fiduciary duties of the directors, officers and managers of such Foreign Subsidiary, (f) any Subsidiary acquired pursuant to a
Permitted Acquisition or Investment that is subject to secured Indebtedness permitted to be assumed pursuant to the Loan Documents (and not incurred in
contemplation of such Permitted Acquisition or Investment) and any Subsidiary thereof that guarantees such Indebtedness, in each case, to the extent, and so
long as, such Indebtedness prohibits such Subsidiary from becoming a Subsidiary Guarantor, (g) any not-for-profit Subsidiary, (h) any Subsidiary that is a
captive insurance company, (i) each Immaterial Subsidiary, (j) in the case of any Excluded Swap Obligations, any Subsidiary that is not an “Eligible Contract
Participant” as defined in the Commodity Exchange Act and (k) any other Subsidiary with respect to which, in the reasonable judgment of the Administrative
Agent, the Required Lenders and the Borrower, the burden or cost (including any material adverse tax consequences) of providing the guaranty shall
outweigh the benefits to be obtained by the Lenders therefrom; provided that, notwithstanding the foregoing, Sucampo Pharma Americas, LLC shall be
deemed not to be an Excluded Subsidiary.

 
“Excluded Swap Obligation” means, with respect to any Subsidiary Guarantor, any Swap Obligation, if, and to the extent that, all or a portion of the

guarantee of such Subsidiary Guarantor of, or the grant by such Subsidiary Guarantor of a security interest to secure, such Swap Obligation (or any guarantee
thereof) is or becomes illegal under the Commodity Exchange Act or any rule, regulation or order of the Commodity Futures Trading Commission (or the
application or official interpretation of any thereof) by virtue of such Subsidiary Guarantor’s failure for any reason not to constitute an “eligible contract
participant” as defined in the Commodity Exchange Act.
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“Excluded Taxes” means, with respect to any Agent, any Lender, or any other recipient of any payment to be made by or on account of any
obligation of any Loan Party hereunder or under any other Loan Document, (i) Taxes imposed on or measured by its net income (however denominated),
franchise Taxes imposed on it (in lieu of, as an alternative to, or in addition to net income Taxes) or branch profit Taxes, in each case, (A) imposed by the
United States (or any jurisdiction thereof) or as a result of such recipient being organized under the Laws of or having its principal office in such jurisdiction
or, in the case of any Lender, such Lender having its Lending Office in such jurisdiction or (B) that are Other Connection Taxes, (ii) other than with respect to
an assignee pursuant to a request by the Borrower under Section 10.13, any U.S. federal withholding Tax that is imposed on amounts payable to any Person
pursuant to any law in effect at the time such Person becomes a party hereto (or designates a new Lending Office), except to the extent that such Person (or its
assignor, if any) was entitled, immediately prior to the designation of a new Lending Office (or assignment), to receive additional amounts from the
applicable Loan Party with respect to such withholding Tax pursuant to Section 3.01 but such Person shall only be entitled to such additional amount that
such Person (or its assignor, if any) was entitled to under Section 3.01 immediately before such Person became a party to this Agreement or designated a new
Lending Office, (iii) Taxes attributable to such recipient’s failure to comply with Section 3.01(e) and (iv) any U.S. federal withholding Tax imposed pursuant
to FATCA.

 
“Executive Order” has the meaning specified in Section 5.22.
 
“Existing Indebtedness” has the meaning specified in Section 7.01(i).
 
“Existing Subordinated Notes” has the meaning specified in the definition of “Subordinated Notes Repayment”.
 
“Existing Subordinated Notes Amount” means (i) with respect to the scheduled amortization payment that is due on December 1, 2015,

$4,641,801.19 and (ii) with respect to the remaining payments to be paid no later than after than February 1, 2016, no more than $17,676,291.60.
 
“Extended Term Loans” has the meaning specified in Section 2.16(a)(ii).
 
“Extending Term Loan Lender” has the meaning specified in Section 2.16(a)(ii).
 
“Extension” has the meaning specified in Section 2.16(a).
 
“Extension Offer” has the meaning specified in Section 2.16(a).
 
“Failed Loan” has the meaning specified in Section 2.03(c).
 
“FATCA” means current Sections 1471 through 1474 of the Code and any amended or successor version of such Sections that is substantially

comparable to such Sections and is not materially more onerous to comply with, any regulations with respect thereto or official administrative interpretations
thereof, any agreements entered into pursuant to Section 1471(b)(1) of the Code, any applicable intergovernmental agreements with respect to the
implementation of the foregoing, and any official interpretations thereof.

 
“FCPA” means the U.S. Foreign Corrupt Practices Act of 1977 (15 U.S.C. §§78dd-1 et seq.).
 
“FDA” means the Food and Drug Administration.
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“Federal Funds Effective Rate” means, for any day, the weighted average of the rates on overnight federal funds transactions with members of the
Federal Reserve System of the United States arranged by federal funds brokers, as published on the next succeeding Business Day by the Federal Reserve
Bank of New York, or, if such rate is not so published for any day that is a Business Day, the average (rounded upwards, if necessary to the next 1/100th of
1%) of the quotations for the day for such transactions received by the Administrative Agent from three (3) federal funds brokers of recognized standing
selected by it.

 
“Fee Letter” means that certain fee letter dated August 26, 2015 between the Borrower and Jefferies Finance LLC.
 
“FIEA” means Financial Instruments and Exchange Act of Japan (Act No. 25 of 1948, as amended).
 
“Finance Document” means (i) each Loan Document and (ii) each Swap Agreement between one or more Loan Parties and a Swap Creditor

evidencing Swap Obligations permitted hereunder, and “Finance Documents” means all of them, collectively.
 
“Finance Obligations” means, at any date, (i) all Senior Credit Obligations and (ii) all Swap Obligations of a Loan Party permitted hereunder owed or

owing to any Swap Creditor; provided that Finance Obligations consisting of obligations of any Loan Party arising under an Swap Agreement shall exclude
all Excluded Swap Obligations.

 
“Finance Party” means each Lender, each Swap Creditor, each Agent and each Indemnitee and their respective successors and assigns, and “ Finance

Parties” means any two or more of them, collectively.
 
“Financial Instrument Exchange” means a licensed financial instruments exchange under the FIEA.
 
“Financial Services Agency” means the Financial Services Agency in Japan, or any Governmental Authority in Japan succeeding to any of its

principal functions.
 
“First Lien Leverage Ratio” means on any date the ratio of (i) Consolidated First Lien Funded Indebtedness to (ii) Consolidated EBITDA for the four

(4) consecutive fiscal quarters of the Borrower ended on, or most recently preceding, such date for which financial statements have been delivered or are
required to have been delivered to the Administrative Agent pursuant to Section 6.01(a) or (b).

 
“Foreign Subsidiary” means, with respect to any Person, any Subsidiary of such Person that is not a Domestic Subsidiary of such Person.
 
“Founders Share Purchase Collateral Account” has the meaning specified in the Security Agreement.
 
“Fund” means any Person (other than a natural person) that is (or will be) engaged in making, purchasing, holding or otherwise investing in

commercial loans and similar extensions of credit in the ordinary course of its activities.
 
“Funds Certain Provisions” has the meaning specified in Section 4.01(h).
 
“GAAP” means generally accepted accounting principles in the United States as in effect from time to time and applied on a basis consistent with

the Borrower Audited Financial Statements (but otherwise subject to Section 1.03).
 
“Governmental Authority” means the government of the United States or any other nation, or of any political subdivision thereof, whether state or

local, and any agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising executive, legislative, judicial, taxing,
regulatory or administrative powers or functions of or pertaining to government (including any supra-national bodies such as the European Union or the
European Central Bank).
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“Group” means at any time a group of Loans of the same Class consisting of (i) all Loans which are Base Rate Loans at such time or (ii) all Loans
which are Eurodollar Loans having the same Interest Period at such time; provided that, if a Loan of any particular Lender is converted to or made as a Base
Rate Loan pursuant to Article III, such Loan shall be included in the same Group or Group of Loans from time to time as it would have been had it not been so
converted or made.

 
“Group Company” means any of the Borrower and the Borrower’s Subsidiaries (regardless of whether or not such Subsidiaries are consolidated with

the Borrower for purposes of GAAP), and “Group Companies” means all of them, collectively.
 
“Guaranty” means the Guaranty, substantially in the form of Exhibit E, by the Subsidiary Guarantors in favor of the Administrative Agent.
 
“Guaranty Obligation” means, with respect to any Person, without duplication, any obligation (other than endorsements in the Ordinary Course of

Business of negotiable instruments for deposit or collection) guarantying, intended to guaranty, or having the economic effect of guarantying, any
Indebtedness of any other Person in any manner, whether direct or indirect, and including, without limitation, any obligation, whether or not contingent, (i)
to purchase any such Indebtedness or any property constituting security therefor, (ii) to advance or provide funds or other credit support for the payment or
purchase of such Indebtedness or obligation or to maintain working capital, solvency or other balance sheet condition of such other Person (including,
without limitation, maintenance agreements, support agreements, comfort letters, take or pay arrangements, put agreements, performance guaranties or similar
agreements or arrangements) for the benefit of the holder of Indebtedness of such other Person, (iii) to lease or purchase property, securities or services
primarily for the purpose of assuring the owner of such Indebtedness or (iv) to otherwise assure or hold harmless the owner of such Indebtedness against loss
in respect thereof. The amount of any Guaranty Obligation hereunder shall (subject to any limitations set forth therein) be deemed to be an amount equal to
the outstanding principal amount of the Indebtedness in respect of which such Guaranty Obligation is made.

 
“Hazardous Materials” means all materials, chemicals, substances, wastes, including medical wastes, pollutants, contaminants, compounds, mixtures

and constituents in any form regulated, designated or classified pursuant to, or which can give rise to liability under, any Environmental Law, including
petroleum, petroleum products, petroleum breakdown products, asbestos or asbestos-containing materials, polychlorinated biphenyls, radioactive materials,
and radon gas.

 
“Health Care Laws” means all Laws primarily relating to any of the following: (i) the Federal Food Drug and Cosmetic Act (21 U.S.C. § 301 et seq.);

(ii) the Public Health Service Act (42 U.S.C. § 201 et seq.); (iii) federal Medicare (Title XVIII of the Social Security Act) and Medicaid (Title XIX of the Social
Security Act) statutes and related state or local statutes; (iv) provincial formulary and drug pricing statutes; (v) any comparable foreign Laws for any of the
foregoing applicable in jurisdictions in which material quantities of any of any Group Company products or Group Company product candidates are sold or
intended by any Group Company to be sold; (vi) federal, state or provincial criminal or civil healthcare Laws (including the federal Anti-Kickback Statute
(42 U.S.C. §1320a-7b(b)), criminal False Claims Act (42 U.S.C. §1320a-7b(a)), Physician Payment Sunshine Act (42 U.S.C. § 1320a-7h), the exclusion laws
(42 U.S.C. § 1320a-7), the civil monetary penalties law (42 U.S.C. § 1320a-7a), all criminal laws relating to health care fraud and abuse, including 18 U.S.C.
Sections 286 and 287, and the health care fraud criminal provisions under the Health Insurance Portability and Accountability Act of 1996 (42 U.S.C.
§1320d et seq) (“HIPAA”), as amended by the Health Information Technology for Economic and Clinical Health Act (“ HITECH”), and any comparable
federal, state, provincial or local healthcare Laws); (vii) all applicable foreign, federal, state, and provincial Laws pertaining to privacy, data protection, and
information security, including, to the extent applicable, all HIPAA and HITECH provisions pertaining to privacy, information security, and breach
notification; (viii) state or provincial licensing, disclosure and reporting requirements; (ix) federal or state Laws regarding the collection, reporting and
processing of any applicable rebate, chargeback or adjustment under any state supplemental rebate program, the VA Federal Supply Schedule (38 U.S.C.
§ 8126) or under any state pharmaceutical assistance program or U.S. Department of Veterans Affairs agreement, and any successor government programs; and
(x) the rules and regulations promulgated pursuant to all such applicable Laws, each as amended from time to time.
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“Identified Participating Lenders” has the meaning specified in Section 2.09(a)(ii)(C)(3).
 
“Identified Qualifying Lenders” has the meaning specified in Section 2.09(a)(ii)(D)(3).
 
“Immaterial Subsidiary” means a Subsidiary that is not a Material Subsidiary.
 
“Increase Amendment” has the meaning set forth in Section 2.15(c).
 
“Increase Effective Date” has the meaning set forth in Section 2.15(a).
 
“Incremental Facility” means a facility consisting of loans or commitments under Section 2.15.
 
“Incremental Loans” has the meaning set forth in Section 2.15(a).
 
“Incremental Revolving Commitment” has the meaning set forth in Section 2.15(a).
 
“Incremental Revolving Commitment Percentage” means, for each Lender, the percentage of the aggregate Incremental Revolving Commitments

represented by such Lender’s Incremental Revolving Commitment at such time and identified as its Incremental Revolving Commitment Percentage on
Schedule 1.01 to any Increase Amendment, as such percentage may be modified in connection with any Assignment and Assumption made in accordance
with the provisions of Section 10.06(b).

 
“Incremental Revolving Loans” has the meaning set forth in Section 2.15(a).
 
“Incremental Term Lender” means each Person which shall have acquired or shall acquire an Incremental Term Loan or Incremental Term Loan

Commitment pursuant to Section 2.15.
 
“Incremental Term Loan” has the meaning specified in Section 2.15(a).
 
“Incremental Term Loan Commitment” has the meaning set forth in Section 2.15(a).
 
“Incremental Term Loan Commitment Percentage” means, for each Lender, the percentage of the aggregate Incremental Term Loan Commitments

represented by such Lender’s Incremental Term Loan Commitment at such time and identified as its Incremental Term Loan Commitment Percentage on
Schedule 1.01 to any Increase Amendment, as such percentage may be modified in connection with any Assignment and Assumption made in accordance
with the provisions of Section 10.06(b).

 
“Incremental Total Cap” means […***…] less the […***…] of all […***…] incurred or issued pursuant to Section 2.15 and Section 2.16.
 
“Indebtedness” means, as to any Person at a particular time, without duplication, all of the following, whether or not included as indebtedness or

liabilities in accordance with GAAP:
 

(i)                 all obligations of such Person for borrowed money;
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(ii)               all obligations of such Person evidenced by bonds, debentures, notes or other similar instruments;
 
(iii)             all obligations of such Person under conditional sale or other title retention agreements relating to property purchased by such

Person to the extent of the value of such property (other than customary reservations or retentions of title under agreements with suppliers entered
into in the Ordinary Course of Business);

 
(iv)              all obligations, other than intercompany items, of such Person to pay the deferred purchase price of property or services (other

than trade accounts payable and accrued expenses arising in the Ordinary Course of Business and due within six (6) months of the incurrence
thereof);

 
(v)                (x) the Attributable Indebtedness of such Person in respect of Capital Lease Obligations, Sale/Leaseback Transactions and

Synthetic Lease Obligations and (y) Purchase Money Indebtedness (in each case, regardless of whether accounted for as indebtedness under GAAP);
 
(vi)              all obligations, contingent or otherwise, of such Person to reimburse any bank or other Person in respect of amounts paid under a

letter of credit, letter of guaranty, bankers’ acceptance, surety bond, performance bond or similar instrument;
 
(vii)            all obligations of the types specified in clauses (i) through (vi) above of others secured by (or for which the holder of such

obligations has an existing right, contingent or otherwise, to be secured by) a Lien on, or payable out of the proceeds of production from, any
property or asset of such Person, whether or not such obligation is assumed by such Person; provided that the amount of any Indebtedness of others
that constitutes Indebtedness of such Person solely by reason of this clause (vii) shall not for purposes of this Agreement exceed the greater of the
book value or the fair market value of the properties or assets subject to such Lien;

 
(viii)          all Guaranty Obligations of such Person;
 
(ix)              all Debt Equivalents of such Person; and
 
(x)                the Indebtedness of any other Person (including any partnership in which such Person is a general partner and any

unincorporated joint venture in which such Person is a joint venturer) to the extent such Person would be liable therefor under applicable Law or any
agreement or instrument by virtue of such Person’s ownership interest in or other relationship with such entity, except to the extent the terms of such
Indebtedness provide that such Person shall not be liable therefor;

 
provided that (i) Indebtedness shall not include (A) deferred compensation arrangements or any deferred obligations incurred under ERISA, (B) earn-out
obligations until such obligation appears in the liabilities section of the balance sheet of such Person, (C) non-compete or consulting obligations incurred in
connection with Permitted Acquisitions or other Business Acquisitions permitted under Section 7.06, (D) obligations under any Swap Agreement, (E) deemed
Indebtedness pursuant to Accounting Standards Codification 825 or 480 (formerly SFAS Nos. 133 or 150, respectively), (F) installment payments or the
deferred purchase price of property or services to the extent payable at the option of such Person in Qualified Capital Stock of the Borrower or (G) any
obligations to pay any additional purchase price in the form of a working capital adjustment or similar adjustment in respect of any Permitted Acquisition,
and (ii) the amount of any Limited Recourse Indebtedness of any Person shall be equal to the lesser of the balance thereof and the fair market value of any
assets of such Person securing such Indebtedness or to which such Indebtedness is otherwise recourse.
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“Indemnified Taxes” means (a) any Taxes, other than Excluded Taxes, imposed on or with respect to any payment made by or on account of any
obligation of any Loan Party under any Loan Document and (b) to the extent not otherwise described in (a), Other Taxes.

 
“Indemnitee” has the meaning specified in Section 10.04(b).
 
“Information” has the meaning specified in Section 10.07.
 
“Initial Term Commitment” means, with respect to any Lender, the commitment of such Lender to make an Initial Term Loan on the Closing Date in

a principal amount equal to such Lender’s Applicable Percentage of the Initial Term Committed Amount.
 
“Initial Term Committed Amount” means $250,000.000.
 
“Initial Term Lender” means each Lender identified on Schedule 2.01 as having an Initial Term Commitment hereunder and each Eligible Assignee

which shall have acquired or shall acquire an Initial Term Loan pursuant to Section 10.06(b).
 
“Initial Term Loan” means each term loan made by the Initial Term Lenders to the Borrower pursuant to Section 2.01.
 
“Insolvency Claim” has the meaning specified in Section 10.06(h).
 
“Insolvency or Liquidation Proceeding” means (i) any voluntary or involuntary case or proceeding under the Bankruptcy Code or any other

Bankruptcy Law with respect to the Borrower or any Subsidiary of the Borrower, (ii) any other voluntary or involuntary insolvency, reorganization or
bankruptcy case or proceeding, or any receivership, liquidation, reorganization or other similar case or proceeding with respect to the Borrower or any
Subsidiary of the Borrower or with respect to a material portion of their respective assets, (iii) any liquidation, dissolution, reorganization or winding up of
the Borrower or any Subsidiary of the Borrower, whether voluntary or involuntary and whether or not involving insolvency or bankruptcy (other than
transactions permitted by Section 7.04), or (iv) any assignment for the benefit of creditors or any other marshalling of assets and liabilities of the Borrower or
any Subsidiary of the Borrower.

 
“Insurance Proceeds” means all property or casualty insurance proceeds (excluding, for the purposes of clarity, business interruption insurance

proceeds and workers compensation insurance), damages and awards, in each case with respect to any Casualty.
 
“Intellectual Property” means all Copyrights, Patents and Trademarks, as well as any right, title and interest in or to Trade Secrets and Domain

Names.
 
“Intercompany Note” means a promissory note contemplated by Section 7.06(a)(ix), substantially in the form of Exhibit H.
 
“Interest Payment Date” means (i) as to Base Rate Loans, the last Business Day of each March, June, September and December, commencing

December 31, 2015, and the Maturity Date for Loans of the applicable Class and (ii) as to Eurodollar Loans, the last day of each applicable Interest Period
and the Maturity Date for Loans of the applicable Class, and in addition where the applicable Interest Period for a Eurodollar Loan is greater than three (3)
months, then also the respective dates that fall every three (3) months after the beginning of such Interest Period.

 
“Interest Period” means with respect to each Eurodollar Loan, a period commencing on the date of borrowing specified in the applicable Notice of

Borrowing or on the date specified in the applicable Notice of Extension/Conversion and ending one (1), two (2), three (3) or six (6) months (or, to the extent
agreed to by all applicable Lenders, twelve (12) months or periods shorter than one (1) month) thereafter, as the Borrower may elect in the applicable notice;
provided that:
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(i)                 any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clause (v) below, be
extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case such Interest Period shall
end on the next preceding Business Day;

 
(ii)               any Interest Period which begins on the last Business Day of a calendar month (or on a day for which there is no numerically

corresponding day in the calendar month at the end of such Interest Period) shall end on the last Business Day of a calendar month;
 
(iii)             if so provided in a written notice to the Borrower by the Administrative Agent at the direction of the Required Lenders, no

Interest Period in excess of one (1) month may be selected at any time when an Event of Default is then in existence; and
 
(iv)              no Interest Period may be selected which would end after the Maturity Date for Loans of the applicable Class.
 

“Investment” in any Person means (i) the acquisition (whether for cash, property, services, assumption of Indebtedness, securities or otherwise) of (x)
all or substantially all of the assets or property (or a division, segment, line of business, product (whether by exclusive license or otherwise) or exclusive
license) of such Person or (y) any Equity Interests, Equity Equivalents, Debt Equivalents, Indebtedness or other securities of such Person, (ii) any deposit
with, or advance, loan or other extension of credit to or for the benefit of such Person (other than deposits or other extensions of credit made in the Ordinary
Course of Business) or (iii) any other capital contribution to such Person, including by way of Guaranty Obligations of any obligation of such Person, any
support for a letter of credit issued on behalf of such Person incurred for the benefit of such Person. For the purposes of Article VII, the outstanding amount of
any Investment by any Person in another Person shall be calculated as (i) the initial amount of such Investment (including the fair market value of all
property transferred by such Person as part of such Investment) minus (ii) the sum of (A) all returns of principal or capital thereof received by the investing
Person on or prior to such time (including returns of principal or capital in the form of cash dividends, cash distributions and cash repayments of
Indebtedness) and (B) all liabilities of the investing Person constituting all or a part of the initial amount of such Investment expressly transferred prior to
such time in connection with the sale or disposition of such Investment, but only to the extent the investing Person is fully released of such liabilities by such
transfer.

 
“Japanese GAAP” means generally accepted accounting principles in Japan as in effect from time to time and applied on a basis consistent with the

Target Audited Financial Statements.
 
“Judgment Currency” has the meaning specified in Section 10.18(a).
 
“Judgment Currency Conversion Date” has the meaning specified in Section 10.18(a).
 
“Junior Financing” means (i) any Subordinated Indebtedness of any Group Company, (ii) any Indebtedness of any Group Company secured by a

Lien junior to the Liens of the Collateral Documents, (iii) any Permitted Junior Priority Refinancing Debt and any Permitted Unsecured Refinancing Debt and
(iv) any Indebtedness incurred by any Group Company pursuant to Sections 7.01(iv)(B) and 7.01(xvii).

 
“Kanto Local Finance Bureau” means Kanto Local Finance Bureau under the Ministry of Finance of Japan, or any Governmental Authority in Japan

succeeding to any of its principal functions.
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“Latest Maturity Date” means, at any date of incurrence of any Indebtedness, the latest maturity or expiration date applicable to any Loan or
Commitment hereunder at such time, including the latest maturity or expiration date of any Initial Term Loan, any Incremental Loan, any Extended Term
Loan, any Refinancing Term Loan or any applicable Commitment in respect thereof, in each case then outstanding and as extended in accordance with this
Agreement from time to time.

 
“Laws” means, collectively, all applicable international, foreign, Federal, state and local statutes, treaties, rules, guidelines, regulations, ordinances,

codes and administrative or judicial precedents or authorities, including the interpretation or administration thereof by any Governmental Authority charged
with the enforcement, interpretation or administration thereof, and all applicable administrative orders, directives, licenses, authorizations and permits of any
Governmental Authority.

 
“LCT Election” means the Borrower’s election to exercise its option to calculate compliance with either the Total Leverage Ratio or the First Lien

Leverage Ratio in connection with a Limited Condition Transaction on an LCT Test Date.
 
“LCT Test Date” means the date of determination of whether any action being taken in connection with a Limited Condition Transaction is

permitted hereunder, which shall be, unless otherwise set forth herein, deemed to be the date that the definitive binding agreement for such Limited
Condition Transaction is entered into by the parties thereto.

 
“Lead Arranger” means Jefferies Finance LLC, in its capacity as lead arranger, or any successor lead arranger.
 
“Lender” means each Initial Term Lender and each other Person having a Commitment or holding a Loan hereunder, and each Eligible Assignee

which shall have acquired or shall acquire a Loan or Commitment pursuant to Section 10.06(b).
 
“Lending Office” means with respect to any Lender and for each Type of Loan, the “Lending Office” of such Lender (or of an Affiliate of such

Lender) designated for such Type of Loan in such Lender’s Administrative Questionnaire or in any applicable Assignment and Assumption pursuant to which
such Lender became a Lender hereunder or such other office of such Lender (or of an Affiliate of such Lender) as such Lender may from time to time specify
in writing to the Administrative Agent and the Borrower as the office by which its Loans of such Type are to be made and maintained.

 
“Lien” means any security interest, mortgage, pledge, hypothecation, assignment for security, deposit arrangement, encumbrance, lien (statutory or

otherwise), charge, or preference, priority or other security interest or preferential arrangement in the nature of a security interest of any kind or nature
whatsoever (including any conditional sale or other title retention agreement, any easement, right of way or other encumbrance on title to Real Property, and
any financing lease having substantially the same economic effect as any of the foregoing). Solely for the avoidance of doubt, the filing of a UCC financing
statement that is a protective lease filing in respect of an operating lease does not constitute a Lien solely on account of being filed in a public office.

 
“Limited Condition Transaction” means any Permitted Acquisition or other similar Investment whose consummation is not conditioned on the

availability of, or on obtaining, third party financing.
 
“Limited Recourse Indebtedness” means with respect to any Person, Indebtedness to the extent: (i) such Person (A) provides no credit support of any

kind (including any undertaking, agreement or instrument that would constitute Indebtedness), (B) is not directly or indirectly liable as a guarantor or
otherwise or (C) does not constitute the lender; and (ii) no default with respect thereto would permit upon notice, lapse of time or both any holder of any
other Indebtedness (other than the Loans or the Notes) of such Person to declare a default on such other Indebtedness or cause the payment thereof to be
accelerated or payable prior to its stated maturity.
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“Loan” means an Initial Term Loan, an Incremental Loan, an Extended Term Loan or a Refinancing Term Loan (or a portion of any Initial Term
Loan, Incremental Loan, Extended Term Loan or Refinancing Term Loan), individually or collectively as appropriate; provided that, if any such loan or
loans (or portions thereof) are combined or subdivided pursuant to a Notice of Extension/Conversion, the term “Loan” shall refer to the combined principal
amount resulting from such combination or to each of the separate principal amounts resulting from such subdivision, as the case may be.

 
“Loan Documents” means this Agreement, the Notes, the Guaranty, the Collateral Documents, the Nomura Letter Agreement, any Increase

Amendment, any Refinancing Amendment and each Accession Agreement, collectively, in each case as the same may be amended, modified or supplemented
from time to time, and all other related agreements and documents executed by a Loan Party in favor of, and delivered to, any Senior Credit Party pursuant to
any of the foregoing, but for the avoidance of doubt, excluding any Swap Agreements.

 
“Loan Party” means the Borrower and each Subsidiary Guarantor, and “Loan Parties” means any combination of the foregoing.
 
“Margin Stock” means “margin stock” as such term is defined in Regulation U.
 
“Material Adverse Effect” means a material adverse effect on (a) the business, assets, property, results of operations, liabilities or financial condition

of the Borrower and its Subsidiaries, taken as a whole or (b) the validity or enforceability of the Loan Documents or the rights or remedies of the
Administrative Agent, the Collateral Agent and the Lenders thereunder.

 
“Material Subsidiary” means any Subsidiary of the Borrower that, as of the last day of the most recently ended fiscal quarter of the Borrower, had

assets or revenues (on a consolidated basis including its Subsidiaries) with a value in excess of […***…]% of the consolidated tangible assets of the
Borrower and its Consolidated Subsidiaries or […***…]% of the consolidated revenues of the Borrower and its Consolidated Subsidiaries; provided that in
the event Subsidiaries that would otherwise not be Material Subsidiaries shall in the aggregate account for a percentage in excess of […***…]% of the
consolidated tangible assets of the Borrower and its Consolidated Subsidiaries or […***…]% of the consolidated revenues of the Borrower and its
Consolidated Subsidiaries as of the end of and for the most recently completed fiscal year of the Borrower, then one or more of such Subsidiaries as
designated by the Borrower (or, if the Borrower shall make no designation, one or more of such Subsidiaries in descending order based on their respective
contributions to the consolidated assets of the Borrower), shall be included as Material Subsidiaries to the extent necessary to eliminate such excess).

 
“Maturity Date” means (a) for Incremental Term Loans and Incremental Revolving Loans, the maturity date specified therefor in the applicable

Increase Amendment, (b) for Extended Term Loans of any Class, the extended maturity date for such Class effected pursuant to Section 2.16, (c) for
Refinancing Term Loans, the maturity date specified therefor in the applicable Refinancing Amendment and (d) for Initial Term Loans other than Extended
Term Loans, the sixth anniversary of the Closing Date; provided that if any date that would be the Maturity Date is not a Business Day, the Maturity Date
shall be the next preceding Business Day.

 
“Maximum Rate” has the meaning specified in Section 10.09.
 
“Minimum Extension Condition” has the meaning specified in Section 2.16(b).
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“Moody’s” means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such successor, such nationally
recognized statistical rating organization as the Borrower and the Administrative Agent may select.

 
“Mortgage” means an agreement, including, but not limited to, a mortgage, deed of trust, deed to secure debt, or any other document, creating and

evidencing a Lien on a Mortgaged Property, which shall be in form and substance reasonably satisfactory to the Collateral Agent, in each case, with such
schedules and including such provisions as shall be necessary to conform such document to applicable law or as shall be customary under applicable law.

 
“Mortgaged Property” means (a) each owned Real Property located in the United States set forth on Section II(D) to any Perfection Certificate dated

the Closing Date (if any) and (b) each owned Real Property located in the United States, if any, which shall be subject to a Mortgage required to be delivered
after the Closing Date pursuant to Section 6.12.

 
“Multiemployer Plan” means a “multiemployer plan” as defined in Section 3(37) or 4001(a)(3) of ERISA to which any Group Company or any

ERISA Affiliate makes or is obligated to make contributions, or during the preceding five (5) plan years, has made or been obligated to make a contribution.
 
“National Flood Insurance Program” means, collectively, (a) the National Flood Insurance Act of 1968, (b) the Flood Disaster Protection Act of

1973, (c) the National Flood Insurance Reform Act of 1994 and (d) the Flood Insurance Reform Act of 2004, each as amended from time to time, and as now
or hereafter in effect or any successor statute thereto.

 
”Negative EBITDA Acquisition ” means any Business Acquisition after giving effect to which Consolidated EBITDA of the Borrower and its

Consolidated Subsidiaries (calculated on a Pro Forma Basis after giving effect to such Business Acquisition and for this purpose without giving effect to any
add-backs set forth in clauses (N) and (P) of the definition thereof) for the […***…] ([…***…]) […***…] of the Borrower […***…], or […***…], the date
of such Business Acquisition, for which financial statements have been delivered or are required to have been delivered to the Administrative Agent pursuant
to Section 6.01(a) or (b), would be equal to or less than Consolidated EBITDA of the Borrower and its Consolidated Subsidiaries (calculated for this purpose
without giving effect to any add-backs set forth in clauses (N) and (P) of the definition thereof) (for the […***…] ([…***…]) […***…] of the Borrower […
***…], or […***…], the date of such Business Acquisition, for which financial statements have been delivered or are required to have been delivered to the
Administrative Agent pursuant to Section 6.01(a) or (b)).

 
“Net Cash Proceeds” means:
 

(i) with respect to any Asset Disposition (other than an Asset Disposition consisting of a lease where one or more Group Companies is
acting as lessor entered into in the Ordinary Course of Business (as determined by the Borrower acting in good faith)), Casualty or Condemnation,
(A) the gross amount of all cash proceeds (including cash Insurance Proceeds and cash Condemnation Awards in the case of any Casualty or
Condemnation, except to the extent and for so long as such Insurance Proceeds or Condemnation Awards constitute Reinvestment Funds) actually
received by any Group Company in respect of such Asset Disposition, Casualty or Condemnation (including any cash proceeds received as income
or other proceeds of any noncash proceeds of any Asset Disposition, Casualty or Condemnation as and when received in cash), less (B) the sum of (1)
the amount, if any, of all Taxes and customary fees, legal fees, accounting fees, advisory fees, brokerage fees, commissions, costs and other expenses
(other than those payable to any Group Company or any Affiliate of any Group Company except for those payable on terms and conditions as
favorable to the applicable Group Company as would be obtainable by it in a comparable arm’s length transaction with an independent, unrelated
third party) that are incurred in connection with such Asset Disposition, Casualty or Condemnation and are payable by any Group Company, but
only to the extent not already deducted in calculating the amount referred to in clause (i)(A) above, (2) appropriate amounts that must be set aside as
a reserve in accordance with GAAP against any indemnities, liabilities (contingent or otherwise) or purchase price adjustment associated with such
Asset Disposition, Casualty or Condemnation (provided that, to the extent and at the time any such amounts are released from such reserve and
received by the Borrower or any of its Subsidiaries, such amounts shall be excluded from this clause (B) and shall constitute Net Cash Proceeds), (3)
if applicable, the principal amount of any Indebtedness secured by a Permitted Lien on the assets subject to such Asset Disposition (other than
Indebtedness under the Loan Documents and any Credit Agreement Refinancing Indebtedness) that has been repaid or refinanced in accordance
with its terms with the proceeds of such Asset Disposition, Casualty or Condemnation, (4) reasonable and customary funded escrows for
indemnification obligations attributable to the seller’s indemnities and representations and warranties to the purchaser in any such sale (provided
that upon release of any such escrowed funds to a Group Company, such proceeds shall be excluded from this clause (B) and shall constitute Net
Cash Proceeds) and (5) any payments to be made by any Group Company as agreed between such Group Company and the purchaser of any assets
subject to an Asset Disposition, Casualty or Condemnation in connection therewith; and
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(ii) with respect to any Equity Issuance or Debt Issuance, the gross amount of cash proceeds received by any Group Company in respect of
such Equity Issuance or Debt Issuance, as the case may be (including cash proceeds subsequently as and when received at any time in respect of such
Equity Issuance or Debt Issuance from non-cash consideration initially received or otherwise), less the sum of underwriting discounts and
commissions or placement fees, investment banking fees, legal fees, accounting fees, advisory fees, consulting fees, accounting fees and other
customary fees and expenses and Taxes directly incurred by any Group Company in connection therewith (other than those payable to any Group
Company or any Affiliate of any Group Company except for those payable on terms and conditions as favorable to the applicable Group Company
as would be obtainable by it in a comparable arm’s length transaction with an independent, unrelated third party).

 
“Net Working Capital” means, at any time, Consolidated Current Assets at such time minus Consolidated Current Liabilities at such time.
 
“Nominal Shares” means director’s qualifying shares to the extent such issuances are required by applicable Laws and nominal amounts of shares

required by applicable Law to be held by local nationals.
 
“Nomura Letter Agreement” means the Letter Agreement, dated the Closing Date, among the Borrower, Nomura Global Financial Products Inc. and

the Administrative Agent, as the same may be amended, modified or supplemented from time to time.
 
“Nomura Settlement Notice” means the Settlement Notice and Instructions, dated the Closing Date, and signed by the Borrower to Nomura Global

Financial Product Inc.
 
“Not Otherwise Applied” means, with reference to any amount of proceeds of any transaction or event, that such amount (a) was not required to be

applied to prepay the Loans pursuant to Section 2.09 and (b) was not previously applied in determining the permissibility of a transaction under the Loan
Documents where such permissibility was (or may have been) contingent on receipt of such amount or utilization of such amount for a specified purpose.

 
“Note” means a Term Note or another note, in form and substance reasonably acceptable to the Administrative Agent, evidencing any Incremental

Revolving Loan.
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“Notes Redemption Collateral Account” has the meaning specified in the Security Account.
 
“Notice of Borrowing” means a request by the Borrower for a Borrowing, substantially in the form of Exhibit A-1.
 
“Notice of Extension/Conversion” has the meaning specified in Section 2.07.
 
“Obligation Currency” has the meaning specified in Section 10.18(a).
 
“OFAC” has the meaning specified in Section 5.22(b)(vi).
 
“Offered Amount” has the meaning specified in Section 2.09(a)(ii)(D)(1).
 
“Offered Discount” has the meaning specified in Section 2.09(a)(ii)(D)(1).
 
“Officer’s Certificate” means a certificate executed by a Responsible Officer or secretary of the applicable Loan Party, each in his or her official (and

not individual) capacity.
 
“OID” means original issue discount.
 
“Operating Lease” means, as applied to any Person, a lease (including leases which may be terminated by the lessee at any time) of any property

(whether real, personal or mixed) by such Person as lessee which is not a Capital Lease.
 
“Ordinary Course of Business” means, with respect to any action taken by any Group Company (or any predecessor in interest thereof), an action

taken by such Person that is taken in the ordinary course of, and within the customary scope of, the regular operations of the Group Companies.
 
“Organization Documents” means (i) with respect to any corporation, the certificate or articles of incorporation and the bylaws (or equivalent or

comparable constitutive documents with respect to any non-United States jurisdiction); (ii) with respect to any limited liability company, the certificate or
articles of formation or organization and operating agreement; and (iii) with respect to any partnership, joint venture, trust or other form of business entity,
the partnership, joint venture or other applicable agreement of formation or organization and any agreement, instrument, filing or notice with respect thereto
filed in connection with its formation or organization with the applicable Governmental Authority in the jurisdiction of its formation or organization and, if
applicable, any certificate or articles of formation or organization of such entity.

 
“Original Tender Offer Commencement Date” means August 27, 2015.
 
“Other Applicable Indebtedness” has the meaning specified in Section 2.09(c)(iv).
 
“Other Connection Taxes” means, with respect to any Agent, any Lender or any other recipient of any payment to be made by or on account of any

obligation of any Loan Party hereunder or under any other Loan Document, Taxes imposed as a result of a present or former connection between such
recipient and the jurisdiction imposing such Tax (other than connections arising from such recipient having executed, delivered, become a party to,
performed its obligations under, received payments under, received or perfected a security interest under, engaged in any other transaction pursuant to or
enforced any Loan Document, or sold or assigned an interest in any Loan or Loan Document).

 
“Other Taxes” means all present or future stamp, court, documentary, intangible, recording, filing or similar Taxes, arising from any payment made

hereunder or under any other Loan Document or from the execution, delivery, performance, registration or enforcement of, from the receipt or perfection of a
security interest under, or otherwise with respect to, this Agreement or any other Loan Document except any such Taxes that are Other Connection Taxes
imposed with respect to an assignment (other than an assignment made pursuant to Section 10.13).
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“Participant” has the meaning specified in Section 10.06(d).
 
“Participant Register” has the meaning specified in Section 10.06(d).
 
“Participating Lender” has the meaning specified in Section 2.09(a)(ii)(C)(2).
 
“Patents” means all United States and foreign patents and patent applications, including, without limitation, the patents and patent applications

referred to in Section II(B)(2) of any Loan Party’s Perfection Certificate (as each such schedule may be amended, modified or supplemented from time to time
by such Loan Party), and, with respect to any and all of the foregoing: (i) all reissues, reexaminations, divisions, continuations, continuations-in-part,
revisions, renewals or extensions thereof; (ii) all claims for, and rights to sue for, past, present or future infringements and other violations thereof; (iii) all
Proceeds (as defined in the UCC) of the foregoing, including, without limitation, all income, license fees, royalties, damages and payments now or hereafter
due or payable with respect to any of the foregoing, including damages and payments for past, present or future infringements or other violations thereof; and
(iv) all other rights corresponding thereto throughout the world.

 
“Patriot Act” has the meaning set forth in Section 10.16.
 
“PBGC” means the Pension Benefit Guaranty Corporation established pursuant to Subtitle A of Title IV of ERISA or any entity succeeding to any or

all of its functions under ERISA.
 
“Perfection Certificate” means with respect to any Loan Party a certificate, substantially in the form of Exhibit G-3, completed with the schedules

and attachments contemplated thereby and duly executed on behalf of such Loan Party by a Responsible Officer of such Loan Party.
 
“Permitted Acquisition” means a Business Acquisition; provided that:
 

(i)                 the Equity Interests or property or assets acquired in such Business Acquisition relate to the business in which the Borrower and
its Subsidiaries are engaged on the Closing Date (after giving effect to the Transactions) or other businesses reasonably related thereto and any
similar, complementary or related businesses;

 
(ii)               within 30 days after (or such later date as may be agreed to by the Administrative Agent in its sole discretion) the date of the

consummation of such Business Acquisition, each applicable Loan Party and the acquired entity and its Subsidiaries shall have complied with
Section 6.12 to the extent applicable;

 
(iii)             in the case of a Business Acquisition of the Equity Interests of another Person, (A) except in the case of the incorporation of a

new Subsidiary, the Board of Directors of such other Person shall have duly approved such Business Acquisition and (B) the Equity Interests
acquired shall constitute all of the total Equity Interests (other than Nominal Shares) of the issuer thereof;

 
(iv)              (x) (i) in the case of a Business Acquisition that constitutes a Limited Condition Transaction, immediately prior to and after the

time of the execution and delivery of the binding agreement pursuant to which such Business Acquisition is to be consummated, no Default or
Event of Default shall have occurred and be continuing or (ii) in the case of any other Business Acquisition, immediately prior to and after giving
effect to the consummation of the Business Acquisition, no Default or Event of Default shall have occurred and be continuing and (y) the Borrower
shall have delivered to the Administrative Agent a certificate from the chief financial officer of the Borrower demonstrating that, upon giving effect
to such Business Acquisition on a Pro Forma Basis, the Borrower and its Consolidated Subsidiaries are (x) in the case of a Positive EBITDA
Acquisition, in compliance with the financial covenant contained in Section 7.15 and (y) in the case of a Negative EBITDA Acquisition, in
compliance with a Total Leverage Ratio equal to the lesser of (I) […***…] to […***…] and (II) […***…] below the applicable Total Leverage
Ratio level contained in Section 7.15 at such time, in each case, as of the last day of the most recent period of […***…] ([…***…]) […***…] of
the Borrower at the end of which financial statements have been (or are required to be) delivered pursuant to Section 6.01(a) or (b) which precedes or
ends on the date (I) in the case of a Business Acquisition that constitutes a Limited Condition Transaction, of the execution and delivery of the
binding agreement pursuant to which such Business Acquisition is to be consummated by the parties thereto or (II) in the case of any other Business
Acquisition, on which such Business Acquisition is consummated;
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(v)                other than with respect to assets or Persons acquired in Permitted Acquisitions with respect to which the aggregate amount of
Acquisition Consideration (or allocated share of the aggregate Acquisition Consideration), in each case as notified to the Administrative Agent in
writing, when aggregated with the amount of any Investments made pursuant to Section 7.06(xviii) that constitute (x) the acquisition of Equity
Interests in any Person that is or becomes a Subsidiary but is not (and does not become) a Subsidiary Guarantor and/or (y) the Investment in any
Subsidiary that is not a Loan Party, since the Closing Date does not exceed […***…] in the aggregate, the Person acquired in such Business
Acquisition shall upon the consummation thereof become a Subsidiary Guarantor and the assets acquired in such Business Acquisition shall be
pledged as Collateral in accordance with Section 6.12; and

 
(vi)              the amount of Acquisition Consideration (other than earnout payment, “milestone” payments or similar amounts that are based

on a percentage of revenue or sales) paid in connection with […***…] shall not exceed (x) […***…] in any fiscal year or (y) […***…] in the
aggregate.

 
“Permitted Convertible Debt” means any Indebtedness of the Borrower permitted under Section 7.01(xvii).
 
“Permitted Equal Priority Refinancing Debt” means any secured Indebtedness incurred by the Borrower in the form of one or more series of senior

secured notes, bonds or debentures (and, if applicable, any Registered Equivalent Notes issued in exchange therefor); provided that (i) such Indebtedness is
secured by Liens on all or a portion of the Collateral on a basis that is equal in priority to the Liens on the Collateral securing the Senior Credit Obligations
(but without regard to the control of remedies) and is secured pursuant to documentation no more favorable, as reasonably determined by the Borrower in
good faith, to the secured parties thereunder than the terms of the Collateral Documents, (ii) such Indebtedness satisfies the applicable requirements set forth
in the provisos to the definition of “Credit Agreement Refinancing Indebtedness”, and (iii) the Borrower, the holders of such Indebtedness (or any trustee,
agent or similar representative on their behalf) and the Administrative Agent and/or Collateral Agent shall be party to a Customary Intercreditor Agreement
providing that the Liens on the Collateral securing such obligations shall rank equal in priority to the Liens on the Collateral securing the Senior Credit
Obligations.

 
“Permitted Joint Venture” means a joint venture, in the form of a corporation, limited liability company, business trust, joint venture, association,

company or partnership, entered into by the Borrower or any of its Subsidiaries which is engaged in a line of business related, ancillary or complementary to
those engaged in by the Borrower and its Subsidiaries.
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“Permitted Junior Priority Refinancing Debt” means secured Indebtedness incurred by the Borrower in the form of one or more series of junior lien
secured notes, bonds or debentures or junior lien secured loans (and, if applicable, any Registered Equivalent Notes issued in exchange therefor); provided
that (i) such Indebtedness is secured by a Lien on all or a portion of the Collateral on a junior priority basis to the Liens on Collateral securing the Senior
Credit Obligations and is secured pursuant to documentation no more favorable, as reasonably determined by the Borrower in good faith, to the secured
parties thereunder than the terms of the Collateral Documents, (ii) such Indebtedness satisfies the applicable requirements set forth in the provisos in the
definition of “Credit Agreement Refinancing Indebtedness” and (iii) the holders of such Indebtedness (or any trustee, agent or similar representative on their
behalf) and the Administrative Agent and/or the Collateral Agent shall be party to a Customary Intercreditor Agreement providing that the Liens on
Collateral securing such obligations shall rank junior to the Liens on Collateral securing the Senior Credit Obligations.

 
“Permitted Liens” has the meaning specified in Section 7.02.
 
“Permitted Refinancing” means, with respect to any Person, any modification, amendment, refinancing, refunding, renewal, replacement or

extension (together, a “Refinancing”) of any Indebtedness of such Person; provided that (i) the principal amount (or accreted value, if applicable) thereof
does not exceed the principal amount (or accreted value, if applicable) of the Indebtedness so modified, amended, refinanced, refunded, renewed, replaced or
extended except by an amount equal to any interest accrued and unpaid thereon, any interest capitalized in connection with, any premium or other
reasonable amount paid, and fees and expenses reasonably incurred, in connection with such modification, amendment, refinancing, refunding, renewal,
replacement or extension and by an amount equal to any existing commitments unutilized thereunder, (ii) other than with respect to a Permitted Refinancing
in respect of the Indebtedness permitted under Section 7.01(iii), such modification, amendment, refinancing, refunding, renewal or extension has a final
maturity date equal to or later than the final maturity date of, and has a Weighted Average Life to Maturity equal to or longer than the Weighted Average Life
to Maturity of, the Indebtedness being modified, amended, refinanced, refunded, renewed or extended, (iii) if the Indebtedness being modified, amended,
refinanced, refunded, renewed or extended is subordinated in right of payment to the Senior Credit Obligations or the Liens securing the Indebtedness being
modified, amended, refinanced, refunded, renewed or extended are subordinated to the Liens of the Collateral Documents, such modification, amendment,
refinancing, refunding, renewal or extension is subordinated in right of payment to the Senior Credit Obligations or the Liens of such Indebtedness are
subordinated to the Liens of the Collateral Documents, as applicable, (x) on subordination terms consistent with the then prevailing market terms for
subordination of comparable Liens or Indebtedness (as applicable) or then prevailing market terms for subordinated high-yield Indebtedness or second lien
Indebtedness (as applicable), or otherwise as favorable on the whole to the Lenders as those contained in the documentation governing the Indebtedness
being modified, amended, refinanced, refunded, renewed or extended or (y) on subordination terms reasonably satisfactory to the Administrative Agent, (iv) if
such Indebtedness being modified, amended, refinanced, refunded, renewed or extended is Indebtedness permitted under Section 7.01(i), the terms and
conditions (including, if applicable, as to collateral, but excluding fees, premiums and pricing and, in the case of any Indebtedness convertible into Equity
Interests, the terms of such conversion) of any such modified, amended, refinanced, refunded, renewed or extended Indebtedness are not, taken as a whole,
materially less favorable to the Borrower and its Subsidiaries or more favorable to the lenders thereof than the terms and conditions of the Indebtedness being
modified, amended, refinanced, refunded, renewed or extended in light of then current market conditions, (v) such modification, amendment, refinancing,
refunding, renewal or extension is incurred by the Person who is the obligor on the Indebtedness being modified, amended, refinanced, refunded, renewed or
extended, (vi) if the Indebtedness being modified, amended, refinanced, refunded, renewed or extended (i) is unsecured, such modification, amendment,
refinancing, refunding, renewal or extension is unsecured and (ii) is secured, such modification, amendment, refinancing, refunding, renewal or extension
shall be secured only by the collateral securing such refinanced Indebtedness and only on the same basis as the security of the Indebtedness being modified,
amended, refinanced, refunded, renewed or extended (provided that refinancings of equipment provided by any lender may be cross-collateralized to other
financings of equipment provided by such lender) and (vii) other than with respect to a Permitted Refinancing in respect of the Indebtedness permitted under
Section 7.01(iii), no Default or Event of Default shall have occurred and be continuing at the time thereof or no Default or Event of Default would result from
any such modification, refinancing, refunding, renewal or extension.
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“Permitted Unsecured Refinancing Debt” means unsecured Indebtedness incurred by the Borrower in the form of one or more series of unsecured
notes, bonds or debentures or unsecured loans (and, if applicable, any Registered Equivalent Notes issued in exchange therefor); provided that such
Indebtedness satisfies the applicable requirements set forth in the provisos in the definition of “Credit Agreement Refinancing Indebtedness”.

 
“Person” means any natural person, corporation, limited liability company, trust, joint venture, association, company, partnership, Governmental

Authority or other entity.
 
“Plan” means an employee pension benefit plan which is covered by Title IV of ERISA or subject to the minimum funding standards under Section

412 of the Code, other than a Multiemployer Plan, that is maintained by, contributed to by or required to be contributed by any Group Company or any
ERISA Affiliate, or with respect to which any Group Company or any ERISA Affiliate has any current or contingent obligation or liability.

 
“Pledge Agreement” means the Pledge Agreement, substantially in the form of Exhibit G-2, dated as of the Closing Date, among the Borrower, the

Subsidiary Guarantors and the Collateral Agent, as the same may be amended, modified or supplemented from time to time.
 
“Pledged Collateral” means the “Collateral” as defined in the Pledge Agreement.
 
”Positive EBITDA Acquisition” means any Business Acquisition that does not constitute a Negative EBITDA Acquisition.
 
“Preferred Stock” means, as applied to the Equity Interests of a Person, Equity Interests of any class or classes (however designated) which is

preferred as to the payment of dividends or distributions, or as to the distribution of assets upon any voluntary or involuntary liquidation or dissolution of
such Person, over the Equity Interests of any other class of such Person.

 
“Principal Amortization Payment” means a scheduled principal payment on the Term Loans pursuant to Section 2.08(b).
 
“Principal Amortization Payment Date” means (i) the last Business Day of each calendar quarter, commencing with March 31, 2016 and (ii) the

Maturity Date for the Term Loans.
 
“Principal Shareholders” means Ryuji Ueno, Sachiko Kuno and S&R Technology Holdings, LLC.
 
“Pro Forma Basis” means, for purposes of calculating compliance of any transaction with any provision hereof which refers to a Pro Forma Basis, that

the transaction in question (including any related Business Acquisition or other Investment or prepayment or incurrence of Indebtedness and, in each case,
payment of consideration therefor) shall be deemed to have occurred as of the first day of the most recent period of […***…] ([…***…]) […***…] of the
Borrower which […***…] or […***…] the date of such transaction (or, if such calculation is being made with respect to any provision other than Section
7.15, as of the final day of the most recent period of […***…] ([…***…]) […***…] of the Borrower for which financial statements have been delivered or
are required to have been delivered pursuant to Section 6.01(a) or (b) and, if such calculation is made with respect to any provision other than Section 7.15
prior to the first delivery of such financial statements following the Closing Date, as of the first day of the period of […***…] ([…***…]) […***…] […
***…],[…***…]). In connection with any calculation of the financial covenant set forth in Section 7.15, the First Lien Leverage Ratio or the Total Leverage
Ratio or elsewhere, in each case upon giving effect to a transaction on a “Pro Forma Basis”, (i) any Indebtedness incurred or repaid by the Borrower or any of
its Subsidiaries in connection with such transaction (or any other transaction which occurred during the relevant […***…] ([…***…])-[…***…] period)
shall be deemed to have been incurred or repaid as the case may be as of the first day of the relevant […***…] ([…***…])-[…***…] period, (ii) if such
Indebtedness has a floating or formula rate, then the rate of interest for such Indebtedness for the applicable period for purposes of the calculations
contemplated by this definition shall be determined by utilizing the rate which is or would be in effect with respect to such Indebtedness as at the relevant
date of such calculations (giving consideration to any applicable rate “floor”), (iii) in the case of any determination of the permissibility of the incurrence of
Indebtedness, if such Indebtedness is revolving in nature, a borrowing of the maximum amount of loans available shall be assumed and (iv) income statement
items (whether positive or negative) attributable to all property acquired in such transaction or to the Investment comprising such transaction, as applicable,
shall be included as if such transaction has occurred as of the first day of the relevant […***…] ([…***…])-[…***…] period.
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“Pro Forma Financial Statements” has the meaning specified in Section 4.01(j).
 
“Pro Rata Share” has the meaning specified in Section 8.04(b).
 
“Public Lender” has the meaning specified in Section 10.02(d).
 
“Purchase Money Indebtedness” means Indebtedness of the Borrower or any of its Subsidiaries incurred for the purpose of financing all or any part

of the purchase price or cost of construction or improvement of property used or useful in the business of the Borrower or such Subsidiary.
 
“Qualified Capital Stock” means, with respect to any Group Company, Equity Interests or Equity Equivalents of such Group Company that are not

Indebtedness or Debt Equivalents.
 
“Qualifying Lender” has the meaning specified in Section 2.09(a)(ii)(D)(3).
 
“Real Property” means, with respect to any Person, all of the right, title and interest of such Person in and to land, improvements and fixtures,

including leaseholds.
 
“Refinancing” has the meaning specified in the definition of “Permitted Refinancing.”
 
“Refinancing Amendment” means an amendment to this Agreement executed by each of (a) the Borrower and each Subsidiary Guarantor, (b) the

Administrative Agent, (c) each Additional Refinancing Lender and (d) each Lender that agrees to provide any portion of the Refinancing Term Loans
incurred pursuant thereto, in accordance with Section 2.17.

 
“Refinancing Facility Closing Date” has the meaning specified in Section 2.17(d).
 
“Refinancing Loan Request” has the meaning specified in Section 2.17(a).
 
“Refinancing Term Commitments” means one or more term loan commitments hereunder that fund Refinancing Term Loans of the applicable Class

hereunder pursuant to a Refinancing Amendment.
 
“Refinancing Term Lender” has the meaning specified in Section 2.17(b).
 
“Refinancing Term Loans” means one or more Classes of Term Loans that result from a Refinancing Amendment.
 
“Register” has the meaning specified in Section 10.06(c).
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“Registered Equivalent Notes” means, with respect to any notes originally issued in a Rule 144A or other private placement transaction under the
Securities Act of 1933, as amended, substantially identical notes (having the same guarantees and, if applicable, security) issued in a dollar-for-dollar
exchange therefor pursuant to an exchange offer registered with the SEC.

 
“Registered Public Accounting Firm” has the meaning specified in the Securities Laws and shall be independent of the Borrower as prescribed by

the Securities Laws.
 
“Regulation T, U or X” means Regulation T, U or X, respectively, of the Board of Governors of the Federal Reserve System as amended, or any

successor regulation.
 
“Reinvestment Funds” means, with respect to any Net Cash Proceeds of Insurance Proceeds, any Condemnation Award or any Asset Disposition in

respect of the single event or series of related events giving rise thereto, that portion of such funds as shall be reinvested (or be subject to a binding
commitment for any such reinvestment) within 545 days after receipt thereof by a Group Company in assets useful in the business of the Borrower and its
Subsidiaries, in connection with Permitted Acquisitions, Investments permitted hereunder, or as consideration under license arrangements; provided that, if
any such Net Cash Proceeds are not actually so reinvested within 545 days of such receipt (or 365 days of receipt if not so committed on or prior to such
365th day), such unreinvested portion shall no longer constitute Reinvestment Funds and shall be applied on the last day of such period as a mandatory
prepayment as provided in Section 2.09(c)(iii); provided, further, that any related Net Cash Proceeds may only be deemed Reinvestment Funds if no Event of
Default shall have occurred and be continuing on the date such Net Cash Proceeds are received.

 
“Rejected Amount” has the meaning specified in Section 2.09(f).
 
“Rejection Deadline” has the meaning specified in Section 2.09(f).
 
“Rejection Notice” has the meaning specified in Section 2.09(f).
 
“Related Parties” means, with respect to any Person, such Person’s Affiliates and the partners, trustees, successors, directors, officers, employees,

advisors, agents, representatives and assigns of such Person and of such Person’s Affiliates.
 
“Release” means any spill, emission, leaking, dumping, injection, pouring, deposit, disposal, discharge, dispersal, leaching, escaping, emptying,

seeping, placing, migration and the like into or through the Environment or within, upon, or from any building, structure, facility or fixture, or otherwise
entering the Environment.

 
“Remaining Share Purchase Amount” means an aggregate amount equal to (A) the 477,445 shares of the Target that remain outstanding after the

Tender Offer and the Stock Purchase multiplied by (B) 1,900 Yen.
 
“Repayment Dates” has the meaning specified in the definition of “Subordinated Notes Repayment”.
 
“Representative” has the meaning specified in Section 10.07.
 
“Repricing Transaction” means any amendment to this Agreement that reduces the “effective yield” applicable to the Initial Term Loans (it being

understood that any prepayment premium with respect to a Repricing Transaction shall apply to any required assignment by a non-consenting Lender in
connection with any such amendment pursuant to Section 10.03).

 
“Required Lenders” means, at any date of determination, Lenders whose aggregate Credit Exposure constitutes more than 50% of the Credit

Exposure of all Lenders at such time; provided, however, that if any Lender shall be a Defaulting Lender at such time then there shall be excluded from the
determination of Required Lenders such Lender and its Credit Exposure at such time.
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“Reserve Regulations” has the meaning specified in the definition of “Eurodollar Statutory Reserves”.
 
“Responsible Officer” means the chief executive officer, president, executive vice president, senior vice president, vice president, chief financial

officer, chief operating officer, treasurer or controller of a Loan Party. Any document delivered hereunder that is signed by a Responsible Officer of a Loan
Party shall be conclusively presumed to have been authorized by all necessary corporate, partnership and/or other action on the part of such Loan Party and
such Responsible Officer shall be conclusively presumed to have acted on behalf of such Loan Party.

 
“Restricted Cash Collateral Account” has the meaning specified in the Security Agreement.
 
“Restricted Party” shall have the meaning specified in Section 5.22(b).
 
“Restricted Payment” means (i) any dividend or other distribution (whether in cash, securities or other property), direct or indirect, on account of any

class of Equity Interests or Equity Equivalents of any Group Company, now or hereafter outstanding and (ii) any payment (whether in cash, securities or other
property), including any sinking fund or similar deposit, on account of the purchase, redemption, retirement, acquisition, cancellation, termination or similar
payment, purchase or other acquisition for value, direct or indirect, of any class of Equity Interests or Equity Equivalents of any Group Company, now or
hereafter outstanding.

 
“Revolving Commitment” means an Incremental Revolving Commitment.
 
“Revolving Credit Facility” shall have the meaning specified in Section 2.15.
 
“S&P” means Standard & Poor’s Ratings Services and its successors or, absent any such successor, such nationally recognized statistical rating

organization as the Borrower and the Administrative Agent may select.
 
“Sale/Leaseback Transaction” means any direct or indirect arrangement with any Person or to which any such Person is a party providing for the

leasing to the Borrower or any of its Subsidiaries of any property, whether owned by the Borrower or any of its Subsidiaries as of the Closing Date or later
acquired, which has been or is to be sold or transferred by the Borrower or any of its Subsidiaries to such Person or to any other Person from whom funds have
been, or are to be, advanced by such Person on the security of such property.

 
“Sanctions or Export Controls” has the meaning contained in Section 5.22(a).
 
“SEC” means the Securities and Exchange Commission, or any Governmental Authority succeeding to any of its principal functions.
 
“Securities Account Control Agreement ” means the Securities Account Control Agreement substantially in the form of Exhibit L, dated as of the

Closing Date, among the Borrower, the Collateral Agent and Jefferies LLC, as the broker.
 
“Securities Exchange Surveillance Commission” means the Securities and Exchange Surveillance Commission under the Financial Services Agency

in Japan, or any Governmental Authority in Japan succeeding to any of its principal functions.
 
“Securities Laws” means the Securities Act of 1933, the Exchange Act and the applicable accounting and auditing principles, rules, standards and

practices promulgated, approved or incorporated by the SEC or the Public Company Accounting Oversight Board, as each of the foregoing may be amended
and in effect on any applicable date hereunder.
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“Security Agreement” means the Security Agreement, substantially in the form of Exhibit G-1, dated as of the Closing Date, among the Borrower, the
Subsidiary Guarantors and the Collateral Agent, as the same may be amended, modified or supplemented from time to time.

 
“Senior Credit Obligations” means, with respect to each Loan Party, without duplication:
 

(i)                 all principal of, and premium and interest (including, without limitation, any interest which accrues after the commencement of
any proceeding under any Insolvency or Liquidation Proceeding with respect to the Borrower, whether or not allowed or allowable as a claim in any
such proceeding) on, any Loan under, or any Note issued pursuant to, this Agreement or any other Loan Document;

 
(ii)               all fees, expenses, indemnification obligations and other amounts of whatever nature now or hereafter payable by such Loan

Party (including, without limitation, any amounts which accrue after the commencement of any proceeding under any Insolvency or Liquidation
Proceeding with respect to such Loan Party, whether or not allowed or allowable as a claim in any such proceeding) pursuant to this Agreement or
any other Loan Document;

 
(iii)             all expenses of the Agents as to which one or more of the Agents have a right to reimbursement by such Loan Party under

Section 10.04(a) or under any other similar provision of any other Loan Document, including, without limitation, any and all sums advanced by the
Collateral Agent to preserve the Collateral or preserve its security interests in the Collateral;

 
(iv)              all amounts paid by any Indemnitee as to which such Indemnitee has the right to reimbursement by such Loan Party under

Section 10.04(b) or under any other similar provision of any other Loan Document; and
 
(v)                in the case of the Borrower and each Subsidiary Guarantor, all amounts now or hereafter payable by the Borrower or such

Subsidiary Guarantor and all other obligations or liabilities now existing or hereafter arising or incurred (including, without limitation, any amounts
which accrue after the commencement of any proceeding under any Insolvency or Liquidation Proceeding with respect to the Borrower or such
Subsidiary Guarantor, whether or not allowed or allowable as a claim in any such proceeding) on the part of the Borrower or such Subsidiary
Guarantor pursuant to this Agreement, the Guaranty or any other Loan Document;

 
provided that Senior Credit Obligations consisting of obligations of any Loan Party arising under an Swap Agreement shall exclude all Excluded Swap
Obligations.
 

“Senior Credit Party” means each Lender, the Administrative Agent, the Collateral Agent and each Indemnitee and their respective successors and
assigns, and “Senior Credit Parties” means any two or more of them, collectively.

 
“Solicited Discount Proration” has the meaning specified in Section 2.09(a)(ii)(D)(3).
 
“Solicited Discounted Prepayment Amount” has the meaning specified in Section 2.09(a)(ii)(D)(1).
 
“Solicited Discounted Prepayment Notice” means a written notice of the Borrower of Solicited Discounted Prepayment Offers made pursuant to

Section 2.09(a)(ii)(D) substantially in the form of Exhibit K-4.
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“Solicited Discounted Prepayment Offer” means the written offer by each Lender, substantially in the form of Exhibit K-5, submitted following the
Administrative Agent’s receipt of a Solicited Discounted Prepayment Notice.

 
“Solicited Discounted Prepayment Response Date” has the meaning specified in Section 2.09(a)(ii)(D)(1).
 
“Solvent” means, with respect to any Person or any group of Persons taken together on a consolidated basis as of a particular date, that on such date

(i) the fair value of the assets of such Person or group will exceed its consolidated debts and liabilities, subordinated, contingent or otherwise, (ii) the present
fair saleable value of the property of such Person or group will be greater than the amount that will be required to pay the probable liability on their debts and
other liabilities, subordinated, contingent or otherwise, as such debts and other liabilities become absolute and matured, (iii) such Person or group will not
have unreasonably small capital with which to conduct the business in which they are engaged as such business is now conducted and (iv) such Person or
group will not have incurred and do not intend to incur, or believe that they will incur, any debts and liabilities, subordinated, contingent or otherwise,
including current obligations, that they do not believe that they will be able to pay (based on their assets and cash flow) as such debts and liabilities become
due (whether at maturity or otherwise). In computing the amount of contingent or unliquidated liabilities at any time, such liabilities shall be computed at the
amount that, in light of all the facts and circumstances existing at such time, represents the amount that can reasonably be expected to become an actual or
matured liability (in each case as interpreted in accordance with fraudulent conveyance, bankruptcy, insolvency and similar laws and other applicable Law).

 
“Specified Discount” has the meaning specified in Section 2.09(a)(ii)(B).
 
“Specified Discount Prepayment Amount” has the meaning specified in Section 2.09(a)(ii)(B).
 
“Specified Discount Prepayment Notice” means a written notice of the Borrower’s Offer of Specified Discount Prepayment made pursuant to Section

2.09(a)(ii)(B) substantially in the form of Exhibit K-6.
 
“Specified Discount Prepayment Response” means the written response by each Lender, substantially in the form of Exhibit K-7, to a Specified

Discount Prepayment Notice.
 
“Specified Discount Prepayment Response Date” has the meaning specified in Section 2.09(a)(ii)(B).
 
“Specified Discount Proration” has the meaning specified in Section 2.09(a)(ii)(B)(3).
 
“Specified Representations” has the meaning specified in Section 4.01(l).
 
“Specified Transaction” means (i) any Business Acquisition, other Investment, Restricted Payment, payment pursuant to Section 7.08(b), or other

prepayment of Indebtedness, or Asset Dispositions, in each case, made outside of the Ordinary Course of Business (in each case, whether or not consummated
and including any such transaction consummated prior to the Closing Date) and/or (ii) Equity Issuances or Debt Issuances (including the incurrence of
Incremental Loans and Credit Agreement Refinancing Indebtedness).

 
“Squeeze Out” means the squeeze-out (subject to procedural requirements that may include holding a stockholder meeting) of all of the remaining

minority shareholders of the Target without the consent of such minority shareholders after the Closing Date.
 
“Stock Purchase” means the direct acquisition by the Borrower of 8,571,900 shares of the Target from the Principal Shareholders pursuant to the

Stock Purchase Agreement.
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“Stock Purchase Agreement” means the Share Purchase Agreement, dated as of August 26, 2015, among the Borrower and each of the Principal
Shareholders (together with all exhibits, annexes, schedules and other disclosure letters thereto), as the same may be amended, modified or supplemented
from time to time in accordance with the provisions thereof and of this Agreement.

 
“Strategic Alliance Agreement ” means the Strategic Alliance Agreement, dated as of August 26, 2015, among the Borrower, the Acquiror and the

Target (together with all exhibits, annexes, schedules and other disclosure letters thereto), as the same may be amended, modified or supplemented from time
to time in accordance with the provisions thereof and of this Agreement.

 
“Submitted Amount” has the meaning specified in Section 2.09(a)(ii)(C)(1).
 
“Submitted Discount” has the meaning specified in Section 2.09(a)(ii)(C)(1).
 
“Subordinated Indebtedness” of any Person means all Indebtedness which is subordinated in right of payment to such Person’s indebtedness,

obligations and liabilities under the Loan Documents.
 
“Subordinated Notes Repayment” means the repayments on December 1, 2015 and on February 1, 2016 (or, in either case, such earlier date as may

be agreed by the Administrative Agent in its sole discretion) (each, a “ Repayment Date”) of amounts outstanding under those certain subordinated unsecured
promissory notes, dated December 23, 2010, issued by the Borrower to Sachiko Kuno Revocable Trust and Ryuji Ueno Revocable Trust (the “Existing
Subordinated Notes”) in an amount specified in the Existing Subordinated Notes Amount applicable to each such Repayment Date (it being understood that
the Administrative Agent shall be authorized pursuant to the terms of the Securities Account Control Agreement to apply the applicable Existing
Subordinated Notes Amount from the Securities Account Control Agreement directly to the repayment of the Existing Subordinated Notes on behalf of the
Borrower on each respective Repayment Date subject to the terms of the Security Agreement and the Securities Account Control Agreement).

 
“Subsequent Transaction” means, with respect to any Limited Condition Transaction for which the Borrower has made an LCT Election, an event or

transaction occurring after the relevant LCT Test Date and prior to the earlier of the date on which such Limited Condition Transaction is consummated or
the date that the definitive agreement is terminated or expires, as applicable, without consummation of such Limited Condition Transaction.

 
“Subsidiary” means, with respect to any Person, any corporation, partnership, limited liability company, association or other business entity of

which (i) if a corporation, more than 50% of the total voting power of stock entitled (without regard to the occurrence of any contingency) to vote in the
election of directors, managers or trustees thereof is at the time owned or controlled, directly or indirectly, by that Person or one or more of the other
Subsidiaries of that Person or a combination thereof, or (ii) if a partnership, limited liability company, association or business entity other than a corporation,
more than 50% of the partnership or other similar ownership interests thereof is at the time owned or controlled, directly or indirectly, by that Person or one or
more Subsidiaries of that Person or a combination thereof. Unless otherwise specified, all references herein to a “Subsidiary” or to “Subsidiaries” shall refer to
a Subsidiary or Subsidiaries of the Borrower.

 
“Subsidiary Guarantor” means (A) each Subsidiary of the Borrower on the Closing Date (other than an Excluded Subsidiary) and (B) each Subsidiary

of the Borrower that becomes a party to the Guaranty after the Closing Date (other than an Excluded Subsidiary) as required pursuant to Section 6.12 by
execution of an Accession Agreement, and “Subsidiary Guarantors” means any two or more of them.
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“Survey” means a survey of any Mortgaged Property (and all improvements thereon) which is (a)(i) prepared by a surveyor or engineer licensed to
perform surveys in the jurisdiction where such Mortgaged Property is located, (ii) dated (or redated) not earlier than six (6) months prior to the date of
delivery thereof unless there shall have occurred within six (6) months prior to such date of delivery any exterior construction on the site of such Mortgaged
Property or any easement, right of way or other interest in the Mortgaged Property has been granted or become effective through operation of law or otherwise
with respect to such Mortgaged Property which, in either case, can be depicted on a survey, in which events, as applicable, such survey shall be dated (or
redated) after the completion of such construction or if such construction shall not have been completed as of such date of delivery, not earlier that twenty
(20) days prior to such date of delivery, or after the grant or effectiveness of any such easement, right of way or other interest in the Mortgaged Property, (iii)
certified by the surveyor (in a manner reasonably acceptable to the Administrative Agent) to the Administrative Agent, the Collateral Agent and the Title
Company and (iv) complying in all respects with the minimum detail requirements of the American Land Title Association as such requirements are in effect
on the date of preparation of such survey or (b) otherwise reasonably acceptable to the Collateral Agent, and in each case in respect of preceding clauses (a)
and (b), sufficient for the Title Company to remove all standard survey exceptions from the title insurance policy (or commitment) relating to such
Mortgaged Property and issue the endorsements as may be reasonably requested by the Collateral Agent.

 
“Swap Agreement” means (i) any and all rate swap transactions, basis swaps, credit derivative transactions, forward rate transactions, commodity

swaps, commodity options, forward commodity contracts, equity or equity index swaps or options, bond or bond price or bond index swaps or options or
forward bond or forward bond price or forward bond index transactions, interest rate options, forward foreign exchange transactions, cap transactions, floor
transactions, collar transactions, currency swap transactions, cross-currency rate swap transactions, currency options, spot contracts or any other similar
transactions or any combination of any of the foregoing (including any options to enter into any of the foregoing), whether or not any such transaction is
governed by or subject to any master agreement and (ii) any and all transactions of any kind, and the related confirmations, which are subject to the terms and
conditions of, or governed by, any form of master agreement published by the International Swaps and Derivatives Association, Inc., any International
Foreign Exchange Master Agreement or any other master agreement (any such master agreement, together with any related schedules, a “Master Agreement”),
including any such obligations or liabilities under any Master Agreement.

 
“Swap Creditor” means any Agent, Lender or any Affiliate of any Lender or Agent from time to time party to one or more Swap Agreements

permitted hereunder with a Loan Party (even if any such Lender or its Affiliate for any reason ceases after the execution of such agreement to be a Lender
hereunder), and its successors and assigns, and “Swap Creditors” means any two or more of them, collectively.

 
“Swap Obligations” of any Person means all obligations (including, without limitation, any amounts which accrue after the commencement of any

bankruptcy or insolvency proceeding with respect to such Person, whether or not allowed or allowable as a claim under any proceeding under any Insolvency
or Liquidation Proceeding) of such Person in respect of any Swap Agreement excluding any amounts which such Person is entitled to set-off against its
obligations under applicable Law.

 
“Swap Representative” has the meaning specified in Section 8.04(a).
 
“Swap Termination Value” means, at any date and in respect of any one or more Swap Agreements, after taking into account the effect of any legally

enforceable netting agreements relating to such Swap Agreements, (i) for any date on or after the date such Swap Agreements have been closed out and
termination value(s) determined in accordance therewith, such termination value(s) and (ii) for any date prior to the date referenced in clause (i) above, the
amount(s) determined as the mark-to-market value(s) for such Swap Agreements, as determined based upon one or more mid-market or other readily available
quotations provided by any recognized dealer in such Swap Agreements (which may include any Lender).
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“Synthetic Lease Obligation” means the monetary obligation of a Person under (i) a so-called synthetic, off-balance sheet or tax retention lease or
(ii) an agreement for the use or possession of property creating obligations that do not appear on the balance sheet of such Person but which, upon the
insolvency or bankruptcy of such Person, would be characterized as the indebtedness of such Person (without regard to accounting treatment).

 
“Target” means R-Tech Ueno, Ltd., a Japanese corporation.
 
“Target Audited Financial Statements” has the meaning specified in Section 4.01.
 
“Target Quarterly Financial Statements” has the meaning specified in Section 4.01.
 
“Tax” or “Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup withholding), assessments,

fees or other charges imposed by any Governmental Authority, and any and all liabilities (including any interest, fines, additions to tax or penalties)
applicable thereto.

 
“Tender Offer” means the acquisition by the Borrower, via the Acquiror, of at least a majority of the issued and outstanding common stock (and

related stock acquisition rights) of the Target held by Persons other than the Principal Shareholders, through a public tender offer by the Acquiror to the
existing shareholders of the Target in accordance with the FIEA.

 
“Tender Offer Documents” means, collectively, the Strategic Alliance Agreement, the Stock Purchase Agreement and the Tender Offer Registration

Statement, including all agreements, documents, exhibits, schedules and instruments delivered pursuant thereto or in connection therewith, in each case, as
the same may be amended, modified or supplemented from time to time in accordance with the provisions thereof and of this Agreement (and, for the
avoidance of doubt, shall not include any of the Loan Documents).

 
“Tender Offer Registration Statement” means the tender offer registration statement related to the Tender Offer filed by the Acquiror with the Kanto

Local Finance Bureau on August 27, 2015 (and any amendments thereto) under the FIEA.
 
“Term Commitment” means an Initial Term Commitment, an Incremental Term Loan Commitment or a Refinancing Term Commitment.
 
“Term Lender” means a Person holding a Term Commitment or a Term Loan.
 
“Term Loan” means an Initial Term Loan, an Incremental Term Loan, an Extended Term Loan or a Refinancing Term Loan.
 
“Term Note” means a promissory note, substantially in the form of Exhibit B, evidencing the obligation of the Borrower to repay outstanding Term

Loans, as such note may be amended, modified or supplemented from time to time.
 
“Test Period” has the meaning specified in the definition of “Consolidated EBITDA”.
 
“Threshold Amount” means […***…].
 
“Title Company” means any title insurance company as shall be retained by Borrower and reasonably acceptable to the Administrative Agent.
 
“Total Leverage Ratio” means on any date the ratio of (i) Consolidated Funded Indebtedness to (ii) Consolidated EBITDA for the four (4)

consecutive fiscal quarters of the Borrower ended on, or most recently preceding, such date for which financial statements have been delivered or are required
to have been delivered to the Administrative Agent pursuant to Section 6.01(a) or (b); provided, however, for purposes of determining actual compliance (as
opposed to pro forma compliance) with Section 7.15, such period shall be the four (4) consecutive fiscal quarters of the Borrower ended on the respective
dates set forth in such Section 7.15.
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“Trade Secrets” means any trade secrets or other proprietary and confidential information, including unpatented inventions, invention disclosures,
engineering or other technical data, financial data, procedures, know-how, designs, personal information, supplier lists, customer lists, business, production or
marketing plans, formulae, methods (whether or not patentable), processes, compositions, schematics, ideas, algorithms, techniques, analyses, proposals,
source code, object code and data collections.

 
“Trademarks” means all United States and foreign trademarks, trade names, corporate names, company names, business names, fictitious business

names, trade styles, service marks, logos, certification marks, collective marks, brand names, trademark rights arising out of domain names and trade dress
which are or have been used in the United States, in any state, province or territory or possession thereof, or in any other place, nation or jurisdiction, package
and other designs, and any other source or business identifiers, and general intangibles of like nature, and the rights in any of the foregoing which arise under
applicable Law, in each case whether registered or unregistered, and with respect to any and all of the foregoing: (i) the goodwill of the business symbolized
thereby or associated therewith; (ii) all registrations and applications in connection therewith, including registrations and applications in the United States
Patent and Trademark Office or in any similar office or agency of the United States, any state thereof or any other country or any political subdivision thereof,
and including, without limitation, the registrations and applications referred to in Section II(B)(3) of any Loan Party’s Perfection Certificate (as each such
schedule may be amended, modified or supplemented from time to time); (iii) all extensions and renewals thereof; (iv) all claims for, and rights to sue for,
past, present or future infringements, dilutions, and other violations thereof; (v) all Proceeds (as defined in the UCC) of the foregoing, including, without
limitation, all income, license fees, royalties, damages and payments now or hereafter due or payable with respect to any of the foregoing, including damages
and payments for past, present or future infringements, dilutions, or other violations thereof; and (vi) all other rights corresponding thereto throughout the
world.

 
“Transaction Documents” means the Tender Offer Documents and the Loan Documents, collectively; “Transaction Document” means any one of

them.
 
“Transactions” means the events contemplated by the Transaction Documents.
 
“Type” has the meaning specified in Section 1.06.
 
“UCC” means the Uniform Commercial Code of the State of New York or of any other state the laws of which are required to be applied in

connection with the perfection or priority of security interests in any collateral.
 
“Unfunded Liabilities” means, except as otherwise provided in Section 5.11(a)(i)(B), with respect to each Plan, the amount (if any) by which the

present value of all nonforfeitable benefits under each Plan exceeds the current value of such Plan’s assets allocable to such benefits, all determined in
accordance with the respective most recent valuations for such Plan using applicable PBGC plan termination actuarial assumptions (the terms “present value”
and “current value” shall have the same meanings specified in Section 3 of ERISA).

 
“United States” means the United States of America, including each of the States and the District of Columbia, but excluding its territories and

possessions.
 
“Unrestricted Cash and Cash Equivalents” means cash or Cash Equivalents of the Borrower or any of its Subsidiaries that would not appear as

“restricted” on a consolidated balance sheet of the Borrower or any of its Subsidiaries in accordance with GAAP except to the extent such amount is
considered “restricted” as a result of being held in the Restricted Cash Controlled Account.
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“Voting Securities ” means Equity Interests of any Person having ordinary power to vote in the election of members of the Board of Directors,
managers, trustees or other controlling Persons of such Person (irrespective of whether, at the time, Equity Interests of any other class or classes of such Person
shall have or might have voting power by reason of the happening of any contingency).

 
“Weighted Average Life to Maturity” means, when applied to any Indebtedness at any date, the number of years obtained by dividing: (i) the sum of

the products obtained by multiplying (A) the amount of each then remaining installment, sinking fund, serial maturity or other required payments of
principal, including payment at final maturity, in respect thereof, by (B) the number of years (calculated to the nearest one-twelfth) that will elapse between
such date and the making of such payment; by (ii) the then outstanding principal amount of such Indebtedness.

 
“Welfare Plan” means a “welfare plan” as such term is defined in Section 3(1) of ERISA.
 
“Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the shares of capital stock or other

ownership interests of which (except Nominal Shares) are at the time directly or indirectly owned by such Person.
 
Section 1.02            Other Interpretative Provisions. With reference to this Agreement and each other Loan Document, unless otherwise specified

herein or in such other Loan Document:
 
(a)                The definitions of terms herein shall apply equally to the singular and plural forms of the terms defined. Whenever the context may

require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The words “include,” “includes” and “including” shall be
deemed to be followed by the phrase “without limitation.” The word “will” shall be construed to have the same meaning and effect as the word “shall.”
Unless the context requires otherwise, (i) any definition of or reference to any agreement, instrument or other document (including any Organization
Document) shall be construed as referring to such agreement, instrument or other document as from time to time amended, amended and restated,
supplemented, extended or otherwise modified (subject to any restrictions on such amendments, restatements, supplements, extensions or modifications set
forth herein or in any other Loan Document), (ii) any reference herein to any Person shall be construed to include such Person’s successors and assigns, (iii)
the words “herein,” “hereof” and “hereunder” and words of similar import when used in any Loan Document shall be construed to refer to such Loan
Document in its entirety and not to any particular provision thereof, (iv) all references in a Loan Document to Articles, Sections, Exhibits and Schedules shall
be construed to refer to Articles and Sections of, and Exhibits and Schedules to, the Loan Document in which such references appear, (v) any reference to any
Law shall include all statutory and regulatory provisions consolidating, amending, replacing or interpreting such Law and any reference to any law or
regulation shall, unless otherwise specified, refer to such Law or regulation as amended, modified or supplemented from time to time and (vi) the words
“asset” and “property” shall be construed to have the same meaning and effect and to refer to any and all tangible and intangible assets and properties,
including cash, securities, accounts and contract rights.

 
(b)                In the computation of periods of time from a specified date to a later specified date, the word “from” means “from and including,” the

words “to” and “until” each mean “to but excluding” and the word “through” means “to and including.”
 
(c)                Section headings herein and in the other Loan Documents are included for convenience of reference only and shall not affect the

interpretation of this Agreement or any other Loan Document.
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Section 1.03            Accounting Terms and Determinations.
 
(a)                Generally. All accounting terms not specifically or completely defined herein shall be construed in conformity with, and all financial

data (including financial ratios and other financial calculations) required to be submitted pursuant to this Agreement shall be prepared in conformity with,
GAAP applied on a consistent basis, as in effect from time to time, except as otherwise specifically prescribed herein or as disclosed to the Administrative
Agent.

 
(b)                Changes in GAAP. If at any time any change in GAAP would affect the computation of any financial ratio or requirement set forth in any

Loan Document, and either (x) the Borrower or (y) within 30 days after delivery of any financial statements reflecting any change in GAAP (or after the
Lenders have been informed of the change in GAAP affecting such financial statements, if later), the Administrative Agent or the Required Lenders shall so
request, the Administrative Agent, the Lenders and the Borrower shall negotiate in good faith to amend such ratio or requirement to preserve the original
intent thereof in light of such change in GAAP (subject to the approval of the Required Lenders); provided that, until so amended, (i) such ratio or
requirement shall continue to be computed in accordance with GAAP prior to such change therein and (ii) the Borrower shall provide to the Administrative
Agent and the Lenders financial statements and any other documents required under this Agreement or as reasonably requested hereunder setting forth a
reconciliation between calculations of such ratio or requirement made before and after giving effect to such change in GAAP. Notwithstanding any other
provision contained herein, all terms of an accounting or financial nature used herein shall be construed, and all computations and ratios referred to herein
shall be made, without giving effect to any election under Statement of Financial Accounting Standards 159 (or any other Financial Accounting Standard
having a similar result or effect) to value any Indebtedness or other liabilities of the Borrower or any Subsidiary of the Borrower at “fair value”, as defined
therein. Anything in this Agreement to the contrary notwithstanding, any obligation of a Person under a lease (whether existing as of the Closing Date or
entered into in the future) that is not (or would not be) required to be classified and accounted for as a capital lease on the balance sheet of such Person under
GAAP as in effect on the Closing Date shall not be treated as a Capital Lease solely as a result of (x) the adoption of any changes in or (y) changes in the
application of, GAAP after the Closing Date; provided that all payments under any such lease shall continue to be treated as an expense for purposes of
calculating Consolidated Net Income.

 
(c)                LCT Elections. Notwithstanding the foregoing, in connection with any action being taken in connection with a Limited Condition

Transaction, for purposes of determining compliance with any provision of this Agreement which requires the calculation of the Total Leverage Ratio or the
First Lien Leverage Ratio, in each case, at the option of the Borrower on the LCT Test Date, and if, after giving pro forma effect to the Limited Condition
Transaction, the Borrower or any of its Subsidiaries would have been permitted to take such action on the relevant LCT Test Date in compliance with such
ratio, such ratio shall be deemed to have been complied with. For the avoidance of doubt, if the Borrower has made an LCT Election and any of the ratios for
which compliance was determined or tested as of the LCT Test Date would have failed to have been satisfied as a result of fluctuations in any such ratio,
including due to fluctuations in Consolidated EBITDA, at or prior to the consummation of the relevant transaction or action, such ratio will not be deemed to
have failed to have been satisfied as a result of such fluctuations. If the Borrower has made an LCT Election for any Limited Condition Transaction, then in
connection with any Subsequent Transaction in connection with which a ratio calculation must be made on a Pro Forma Basis or giving pro forma effect to
such Subsequent Transaction, for purposes of determining whether such ratio has been complied with under this Agreement, any such ratio shall be required
to be satisfied on a Pro Forma Basis assuming both (x) such Limited Condition Transaction and other transactions in connection therewith have been
consummated and (y) such Limited Condition Transaction and other transactions in connection therewith have not been consummated.

 
Section 1.04            Rounding. Any financial ratios required to be maintained by any Group Company pursuant to this Agreement shall be calculated

by dividing the appropriate component by the other component, carrying the result to one place more than the number of places by which such ratio is
expressed herein and rounding the result up or down to the nearest number (with a rounding-up if there is no nearest number).

 
Confidential and Proprietary 

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

51 



 

Section 1.05            Times of Day. Unless otherwise specified, all references herein to times of day shall be references to Eastern time (daylight or
standard, as applicable).

 
Section 1.06            Classes and Types of Borrowings. The term “Borrowing” denotes the aggregation of Loans of one or more Lenders made to the

Borrower pursuant to Article II on the same date, all of which Loans are of the same Class and Type (subject to Article III) and, except in the case of Base Rate
Loans, have the same initial Interest Period. Loans hereunder are distinguished by “Class” and “Type”. The “Class” of a Loan (or of a Commitment to make
such a Loan or of a Borrowing comprised of such Loans) refers to whether such Loan is an Initial Term Loan, an Incremental Term Loan, a Refinancing Term
Loan or an Incremental Revolving Loan of a class established pursuant to Section 2.15, or a separate class of Extended Term Loans established in accordance
with Section 2.16, or a separate class of Refinancing Term Loans established pursuant to Section 2.17. The “Type” of a Loan refers to whether such Loan is a
Eurodollar Loan or a Base Rate Loan. Identification of a Loan (or a Borrowing) by both Class and Type (e.g., a “Term Eurodollar Loan”) indicates that such
Loan is a Loan of both such Class and such Type (e.g., both a Term Loan and a Eurodollar Loan) or that such Borrowing is comprised of such Loans.

 
Section 1.07            Foreign Currency Calculations. For purposes of determining compliance with any Dollar-denominated restriction on the

incurrence of Indebtedness, the Dollar equivalent of Indebtedness denominated in a foreign currency shall be calculated based on the relevant currency
exchange rate in effect on the date such Indebtedness was incurred, in the case of term debt, or first committed, in the case of revolving credit debt; provided
that if such Indebtedness is incurred to extend, replace, refund, refinance, renew or defease other Indebtedness denominated in a foreign currency, and such
extension, replacement, refunding, refinancing, renewal or defeasance would cause the applicable Dollar-denominated restriction to be exceeded if calculated
at the relevant currency exchange rate in effect on the date of such extension, replacement, refunding, refinancing, renewal or defeasance, such Dollar-
denominated restriction shall be deemed not to have been exceeded so long as the principal amount of such refinancing Indebtedness does not exceed the
principal amount of such Indebtedness being extended, replaced, refunded, refinanced, renewed or defeased. The principal amount of any Indebtedness
incurred to extend, replace, refund, refinance, renew or defease other Indebtedness, if incurred in a different currency from the Indebtedness being extended,
replaced, refunded, refinanced, renewed or defeased, shall be calculated based on the currency exchange rate applicable to the currencies in which such
respective Indebtedness is denominated that is in effect on the date of such extension, replacement, refunding, refinancing, renewal or defeasance.

 
ARTICLE II

THE CREDIT FACILITIES
 

Section 2.01            The Initial Term Loans. Subject to the terms and conditions set forth herein, each Initial Term Lender severally agrees to make
an Initial Term Loan to the Borrower on the Closing Date in a principal amount not exceeding its Initial Term Commitment. The Borrowing of the Initial
Term Loans shall be made from the several Initial Term Lenders ratably in proportion to their respective Initial Term Commitments. The Initial Term
Commitments are not revolving in nature, and amounts repaid or prepaid prior to the Maturity Date of the Initial Term Loans may not be reborrowed.
Notwithstanding anything to the contrary contained herein, the Administrative Agent is authorized, on behalf of the Borrower and the Lenders, to deposit (or
cause to be deposited) (x) $22,318,092.79 of proceeds of the Initial Term Loans directly into the Notes Redemption Collateral Account, (y) $112,628,393.20
of proceeds of the Initial Term Loans directly into the Designated US Account, which proceeds shall be converted into Japanese Yen for the purpose of
effecting the Tender Offer and the Squeeze-Out, and (z) $100,533,299.82 of proceeds of the Initial Term Loans directly into the Founders Share Purchase
Collateral Account.
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Section 2.02            Notice of Borrowings. The Borrower shall give the Administrative Agent a Notice of Borrowing not later than 12:00 P.M. on (i)
the Business Day immediately preceding the proposed Adjusted Base Rate Borrowing and (ii) the third Business Day before each Eurodollar Borrowing,
specifying:

 
(a)                the date of such Borrowing, which shall be a Business Day;
 
(b)                the aggregate amount of such Borrowing;
 
(c)                the initial Type of the Loans comprising such Borrowing;
 
(d)                in the case of a Eurodollar Borrowing, the duration of the initial Interest Period applicable thereto, subject to the provisions of the

definition of “Interest Period” and to Section 2.06(a); and
 
(e)                the location (which must be in the United States) and number of the Borrower’s account to which funds are to be disbursed, which shall

comply with the requirements of Section 2.03.
 
If the duration of the initial Interest Period is not specified with respect to any requested Eurodollar Borrowing, then the Borrower shall be deemed to

have selected an initial Interest Period of one (1) month, subject to the provisions of the definition of “Interest Period” and to Section 2.06(a).
 
Section 2.03            Funding of Loans.
 
(a)                Funding of Loans. (i) Not later than 12:00 P.M. on the date of each Borrowing (other than an Adjusted Base Rate Borrowing), or (ii) not

later than 2:00 P.M. on the date of each Adjusted Base Rate Borrowing, each Lender participating therein shall make available its share of such Borrowing, in
Federal or other immediately available funds, to the Administrative Agent at the Administrative Agent’s Office. Unless the Administrative Agent determines
that any applicable condition specified in Article IV has not been satisfied, the Administrative Agent shall make the funds so received available to the
Borrower in like funds as received by the Administrative Agent either by (A) crediting the account of the Borrower on the books of the Administrative Agent
with the amount of such funds or (B) wire transfer of such funds, in each case in accordance with instructions provided to (and reasonably acceptable to) the
Administrative Agent by the Borrower in the applicable Notice of Borrowing, or, if a Borrowing shall not occur on such date because any condition
precedent herein shall not have been met, promptly return the amounts received from the Lenders in like funds, without interest.

 
(b)                Funding by the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless the Administrative Agent shall have

received notice from a Lender prior to the proposed date of any Borrowing that such Lender will not make available to the Administrative Agent such
Lender’s share of such Borrowing, the Administrative Agent may assume that such Lender has made such share available to the Administrative Agent on the
date of such Borrowing in accordance with subsection (a) of this Section 2.03, and the Administrative Agent may, in reliance upon such assumption, make
available to the Borrower on such date a corresponding amount. In such event, if a Lender has not in fact made its share of the applicable Borrowing available
to the Administrative Agent then the applicable Lender and the Borrower severally agree to pay to the Administrative Agent forthwith on demand such
corresponding amount in immediately available funds with interest thereon, for each day from and including the date such amount is made available to the
Borrower but excluding the date of payment to the Administrative Agent at (i) in the case of a payment to be made by such Lender, the greater of the Federal
Funds Effective Rate and a rate determined by the Administrative Agent in accordance with banking industry rules on interbank compensation and (ii) in the
case of a payment to be made by the Borrower, the interest rate applicable thereto pursuant to Section 2.06. If the Borrower and such Lender shall pay such
interest to the Administrative Agent for the same or an overlapping period, the Administrative Agent shall promptly remit to the Borrower the amount of such
interest paid by the Borrower for such period. If such Lender pays its share of the applicable Borrowing to the Administrative Agent, then the amount so paid
shall constitute such Lender’s Loan included in such Borrowing. Any payment by the Borrower shall be without prejudice to any claim the Borrower may
have against a Lender that shall have failed to make such payment to the Administrative Agent. A notice from the Administrative Agent to a Lender or the
Borrower with respect to any amount owing under this subsection (b) shall be conclusive, absent manifest error.
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(c)                Failed Loans. If any Lender shall fail to make any Loan (a “Failed Loan”) which such Lender is otherwise obligated hereunder to make
to the Borrower on the date of Borrowing thereof, and the Administrative Agent shall not have received notice from the Borrower or such Lender that any
condition precedent to the making of the Failed Loan has not been satisfied, then, until such Lender shall have made or be deemed to have made (pursuant to
the last sentence of this subsection (c)) the Failed Loan in full or the Administrative Agent shall have received notice from the Borrower or such Lender that
any condition precedent to the making of the Failed Loan was not satisfied at the time the Failed Loan was to have been made, whenever the Administrative
Agent shall receive any amount from the Borrower for the account of such Lender, (i) the amount so received (up to the amount of such Failed Loan) will,
upon receipt by the Administrative Agent, be deemed to have been paid to the Lender in satisfaction of the obligation for which paid, without actual
disbursement of such amount to the Lender, (ii) the Lender will be deemed to have made the same amount available to the Administrative Agent for
disbursement as a Loan to the Borrower (up to the amount of such Failed Loan) and (iii) the Administrative Agent will disburse such amount (up to the
amount of the Failed Loan) to the Borrower or, if the Administrative Agent has previously made such amount available to the Borrower on behalf of such
Lender pursuant to the provisions hereof, reimburse itself (up to the amount of the amount made available to the Borrower); provided, however, that the
Administrative Agent shall have no obligation to disburse any such amount to the Borrower, or otherwise apply it or deem it applied as provided herein
unless the Administrative Agent shall have determined in its sole discretion that to so disburse such amount will not violate any Law, rule, regulation or
requirement applicable to the Administrative Agent. Upon any such disbursement by the Administrative Agent, such Lender shall be deemed to have made a
Base Rate Loan to the Borrower in satisfaction, to the extent thereof, of such Lender’s obligation to make the Failed Loan.

 
Section 2.04            Evidence of Loans. The Loans made by each Lender shall be evidenced by one or more accounts or records maintained by such

Lender and by the Administrative Agent in the ordinary course of business. The accounts or records maintained by the Administrative Agent and each Lender
shall be conclusive absent manifest error of the amount of the Loans made by the Lenders to the Borrower and the interest and payments thereon. Any failure
to so record or any error in doing so shall not, however, limit or otherwise affect the obligation of the Borrower hereunder to pay any amount owing with
respect to the Senior Credit Obligations. In the event of any conflict between the accounts and records maintained by any Lender and the accounts and
records of the Administrative Agent in respect of such matters, the accounts and records of the Administrative Agent shall control in the absence of manifest
error. Upon the request of any Lender made through the Administrative Agent, the Borrower shall execute and deliver to such Lender (through the
Administrative Agent) a single Term Note substantially in the form of Exhibit B, payable to such Lender (or its registered assigns) in an amount equal to the
aggregate unpaid principal amount of such Lender’s Term Loans, which shall evidence such Lender’s Loans in addition to such accounts or records. Each
Lender having one or more Notes shall record the date, amount, and Type of each Loan made by it and the date and amount of each payment of principal
made by the Borrower with respect thereto, and may, if such Lender so elects in connection with any transfer or enforcement of any Note, endorse on the
reverse side or on the schedule, if any, forming a part thereof appropriate notations to evidence the foregoing information with respect to each outstanding
Loan evidenced thereby; provided that the failure of any Lender to make any such recordation or endorsement or any error in any such recordation or
endorsement shall not affect the obligations of the Borrower hereunder or under any such Note. Each Lender is hereby irrevocably authorized by the
Borrower so to endorse each of its Notes and to attach to and make a part of each of its Notes a continuation of any such schedule as and when required.
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Section 2.05            [Reserved].
 
Section 2.06            Interest.
 
(a)                Rate Options Applicable to Loans. Each Borrowing shall comprise Base Rate Loans or Eurodollar Loans, as the Borrower may request

pursuant to Section 2.02. Borrowings of more than one Type may be outstanding at the same time; provided, however, that the Borrower may not request any
Borrowing that, if made, would result in an aggregate of more than five (5) separate Groups of Eurodollar Loans being outstanding hereunder at any one time
(or such greater number as may be acceptable to the Administrative Agent in its sole discretion). For this purpose, Loans having different Interest Periods,
regardless of whether commencing on the same date, shall be considered separate Groups. Interest hereunder shall be due and payable in arrears on each
Interest Payment Date; provided that interest accruing on past due amounts shall be payable from time to time on demand.

 
(b)                Rates Applicable to Loans. Subject to the provisions of subsection (c) below, (i) each Eurodollar Loan shall bear interest on the

outstanding principal amount thereof for each Interest Period applicable thereto at a rate per annum equal to the sum of the Adjusted Eurodollar Rate for such
Interest Period plus the then Applicable Margin for Eurodollar Loans and (ii) each Base Rate Loan shall bear interest on the outstanding principal amount
thereof for each day from the date such Loan is made as, or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other
Type, at a rate per annum equal to the Adjusted Base Rate for such day plus the then Applicable Margin for Base Rate Loans.

 
(c)                Additional Interest. Notwithstanding the foregoing, (x) overdue principal and, to the extent permitted under applicable law, interest in

respect of the Term Loans shall bear interest, after as well as before judgment, at a rate per annum equal to the rate which is 2% in excess of the rate applicable
to the respective Term Loans from time to time and (y) all other overdue amounts owing under the Loan Documents shall bear interest, after as well as before
judgment, at a rate per annum equal to the rate which is 2% in excess of the non-default rate then applicable to Base Rate Loans from time to time .

 
(d)                Interest Payments. Interest on each Loan shall be due and payable in arrears on each Interest Payment Date applicable thereto and at such

other times as may be specified herein. Interest hereunder shall be due and payable in accordance with the terms hereof. Accrued and unpaid interest on
overdue amounts (including interest on past due interest) shall be due and payable upon demand.

 
Section 2.07            Extension and Conversion.
 
(a)                Continuation and Conversion Options. The Loans included in each Borrowing shall bear interest initially at the type of rate allowed by

Section 2.06 and as specified by the Borrower in the applicable Notice of Borrowing. Thereafter, the Borrower shall have the option, on any Business Day, to
elect to change or continue the type of interest rate borne by each Group of Loans (subject in each case to the provisions of Article III and Section 2.07(d)), as
follows:

 
(i)                 if such Loans are Base Rate Loans, the Borrower may elect to convert such Loans to Eurodollar Loans as of any Business Day;

and
 
(ii)               if such Loans are Eurodollar Loans, the Borrower may elect to convert such Loans to Base Rate Loans or elect to continue such

Loans as Eurodollar Loans for an additional Interest Period, subject to Section 3.05 in the case of any such conversion or continuation effective on
any day other than the last day of the then current Interest Period applicable to such Loans.

 
Each such election shall be made by delivering a notice, substantially in the form of Exhibit A-2 (a “Notice of Extension/Conversion”) (which may

be by telephone if promptly confirmed in writing), which notice shall not thereafter be revocable by the Borrower, to the Administrative Agent not later than
12:00 P.M. on the third Business Day before the conversion or continuation selected in such notice is to be effective. A Notice of Extension/Conversion may,
if it so specifies, apply to only a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i) such portion is allocated ratably
among the Loans comprising such Group and (ii) the portion to which such Notice of Extension/Conversion applies, and the remaining portion to which it
does not apply, are each […***…] or any larger multiple of […***…].
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(b)                Contents of Notice of Extension/Conversion. Each Notice of Extension/Conversion shall specify:
 

(i)                 the Group of Loans (or portion thereof) to which such notice applies;
 
(ii)               the date on which the conversion or continuation selected in such notice is to be effective, which shall comply with the

applicable clause of Section 2.07(a);
 
(iii)             if the Loans comprising such Group are to be converted, the new Type of Loans and, if the Loans being converted are to be

Eurodollar Loans, the duration of the next succeeding Interest Period applicable thereto; and
 
(iv)              if such Loans are to be continued as Eurodollar Loans for an additional Interest Period, the duration of such additional Interest

Period.
 

Each Interest Period specified in a Notice of Interest Rate Election shall comply with the provisions of the definition of the term “Interest Period”. If
no Notice of Extension/Conversion is timely received prior to the end of an Interest Period for any Group of Eurodollar Loans, the Borrower shall be deemed
to have elected that such Group be continued as Eurodollar Loans with an Interest Period of one month as of the last day of such Interest Period.

 
(c)                Notification to Lenders. Upon receipt of a Notice of Extension/Conversion from the Borrower pursuant to Section 2.07(a), the

Administrative Agent shall promptly notify each Lender of the contents thereof.
 
(d)                Limitation on Conversion/Continuation Options. The Borrower shall not be entitled to elect to convert any Loans to, or continue any

Loans for an additional Interest Period as, Eurodollar Loans if the aggregate principal amount of any Group of Eurodollar Loans created or continued as a
result of such election would be less than […***…]. Notwithstanding the foregoing, if an Event of Default shall have occurred and be continuing, the
Administrative Agent or the Required Lenders may require, by notice to the Borrower, that (i) no outstanding Borrowing may be converted to or continued as
a Eurodollar Borrowing and (ii) unless repaid, each Eurodollar Borrowing shall be converted to a Base Rate Borrowing at the end of the Interest Period
applicable thereto.

 
Section 2.08            Amortization and Maturity of Loans.
 
(a)                Subject to adjustment as a result of prior payments in accordance with the terms of this Agreement, the Borrower shall repay, and there

shall become due and payable (together with accrued interest thereon), on each Principal Amortization Payment Date falling in each month listed below the
aggregate principal amount of the Term Loans indicated opposite such month:
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Principal Amortization
Payment Date

Amortization
Payment

March 2016 $6,250,000
June 2016 $6,250,000

September 2016 $6,250,000
December 2016 $6,250,000

March 2017 $6,250,000
June 2017 $6,250,000

September 2017 $6,250,000
December 2017 $6,250,000

March 2018 $6,250,000
June 2018 $6,250,000

September 2018 $6,250,000
December 2018 $6,250,000

March 2019 $6,250,000
June 2019 $6,250,000

September 2019 $6,250,000
December 2019 $6,250,000

March 2020 $6,250,000
June 2020 $6,250,000

September 2020 $6,250,000
December 2020 $6,250,000

March 2021 $6,250,000
June 2021 $6,250,000

September 2021 $6,250,000
 
Any remaining unpaid principal amount of the Initial Term Loans shall be due and payable on the Maturity Date.
 

(b)                Subject to adjustment as a result of prior payments in accordance with this Agreement and extensions in accordance with this Agreement,
the Borrower shall repay the Incremental Loans or the Refinancing Term Loans, as applicable, of each Class on the dates and in the amounts specified in the
applicable Increase Amendment or Refinancing Amendment.

 
Section 2.09            Prepayments.
 
(a)                Voluntary Prepayment of Term Loans . (i) The Borrower shall have the right voluntarily to prepay Term Loans in whole or in part from

time to time, subject to Section 3.05 and Section 2.09(g) but otherwise without premium or penalty; provided, however, that each partial prepayment of Term
Loans shall be in a minimum principal amount of […***…] or a whole multiple of […***…] in excess thereof. Each payment pursuant to this Section shall
be applied as set forth in Section 2.09(c)(viii).

 
(ii)               Notwithstanding anything in any Loan Document to the contrary, so long as (x) no Default or Event of Default has occurred and

is continuing or would result therefrom and (y) repayments of Term Loans pursuant to this Section 2.09(a)(ii) are not funded with the proceeds of
revolving Indebtedness, the Borrower may prepay the outstanding Term Loans, which shall, for the avoidance of doubt, be automatically and
permanently canceled immediately upon acquisition by the Borrower, and which shall be prepaid on the following basis (and no Lender shall be
obligated to participate in any voluntary prepayment pursuant to this Section 2.09(a)(ii), and each Lender’s decision so to participate, or not, shall
be made in its sole discretion):
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(A)              The Borrower shall have the right to make a voluntary prepayment of Term Loans at a discount to par pursuant to a
Borrower Offer of Specified Discount Prepayment, Borrower Solicitation of Discount Range Prepayment Offers or Borrower Solicitation of
Discounted Prepayment Offers (any such prepayment, the “Discounted Term Loan Prepayment”), in each case made in accordance with this
Section 2.09(a)(ii); provided that the Borrower shall not initiate any action under this Section 2.09(a)(ii) in order to make a Discounted
Term Loan Prepayment unless (I) at least ten (10) Business Days shall have passed since the consummation of the most recent Discounted
Term Loan Prepayment as a result of a prepayment made by the Borrower on the applicable Discounted Prepayment Effective Date; or (II) at
least three (3) Business Days shall have passed since the date the Borrower was notified that no Term Lender was willing to accept any
prepayment of any Term Loan at the Specified Discount, within the Discount Range or at any discount to par value, as applicable, or in the
case of the Borrower Solicitation of Discounted Prepayment Offers, the date of the Borrower’s election not to accept any Solicited
Discounted Prepayment Offers.

 
(B)               (1) Subject to the proviso to subsection (A) above, the Borrower may from time to time offer to make a Discounted

Term Loan Prepayment by providing the Auction Agent with five (5) Business Days’ notice in the form of a Specified Discount Prepayment
Notice; provided that (I) any such offer shall be made available, at the sole discretion of the Borrower, to (x) each Term Lender and/or
(y) each Term Lender with respect to any Class of Term Loans on an individual Class basis, (II) any such offer shall specify the aggregate
principal amount offered to be prepaid (the “Specified Discount Prepayment Amount”) with respect to each applicable Class, the Class or
Classes of Term Loans subject to such offer and the specific percentage discount to par (the “Specified Discount”) of such Term Loans to be
prepaid (it being understood that different Specified Discounts and/or Specified Discount Prepayment Amounts may be offered with respect
to different Classes of Term Loans and, in such event, each such offer will be treated as a separate offer pursuant to the terms of this Section
2.09(a)(ii)(B)), (III) the Specified Discount Prepayment Amount shall be in an aggregate amount not less than […***…] and whole
increments of […***…] in excess thereof (unless otherwise agreed by the Administrative Agent) and (IV) each such offer shall remain
outstanding through the Specified Discount Prepayment Response Date. The Auction Agent will promptly provide each appropriate Lender
with a copy of such Specified Discount Prepayment Notice and a form of the Specified Discount Prepayment Response to be completed and
returned by each such Term Lender to the Auction Agent (or its delegate) by no later than 5:00 P.M. on the third Business Day after the date
of delivery of such notice to such Lenders (the “Specified Discount Prepayment Response Date”).

 
(2)                Each Term Lender receiving such offer shall notify the Auction Agent (or its delegate) by the Specified

Discount Prepayment Response Date whether or not it agrees to accept a prepayment of any of its applicable then outstanding
Term Loans at the Specified Discount and, if so (such accepting Lender, a “ Discount Prepayment Accepting Lender”), the amount
and the Classes of such Lender’s Term Loans to be prepaid at such offered discount. Each acceptance of a Discounted Term Loan
Prepayment by a Discount Prepayment Accepting Lender shall be irrevocable. Any Term Lender whose Specified Discount
Prepayment Response is not received by the Auction Agent by the Specified Discount Prepayment Response Date shall be deemed
to have declined the applicable Borrower Offer of Specified Discount Prepayment.
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(3)                If there is at least one Discount Prepayment Accepting Lender, the Borrower will make a prepayment of
outstanding Term Loans pursuant to this paragraph (B) to each Discount Prepayment Accepting Lender in accordance with the
respective outstanding amount and Classes of Term Loans specified in such Lender’s Specified Discount Prepayment Response
given pursuant to subsection (2) above; provided that, if the aggregate principal amount of Term Loans accepted for prepayment
by all Discount Prepayment Accepting Lenders exceeds the Specified Discount Prepayment Amount, such prepayment shall be
made pro rata among the Discount Prepayment Accepting Lenders in accordance with the respective principal amounts accepted
to be prepaid by each such Discount Prepayment Accepting Lender and the Auction Agent (in consultation with the Borrower and
subject to rounding requirements of the Auction Agent made in its reasonable discretion) will calculate such proration (the
“Specified Discount Proration”). The Auction Agent shall promptly, and in any case within three (3) Business Days following the
Specified Discount Prepayment Response Date, notify (I) the Borrower of the respective Term Lenders’ responses to such offer, the
Discounted Prepayment Effective Date and the aggregate principal amount of the Discounted Term Loan Prepayment and the
Classes to be prepaid, (II) each Term Lender of the Discounted Prepayment Effective Date, and the aggregate principal amount and
the Classes of Term Loans to be prepaid at the Specified Discount on such date and (III) each Discount Prepayment Accepting
Lender of the Specified Discount Proration, if any, and confirmation of the principal amount, Class and Type of Term Loans of
such Lender to be prepaid at the Specified Discount on such date. Each determination by the Auction Agent of the amounts stated
in the foregoing notices to the Borrower and such Term Lenders shall be conclusive and binding for all purposes absent manifest
error. The payment amount specified in such notice to the Borrower shall be due and payable by the Borrower on the Discounted
Prepayment Effective Date in accordance with subsection (F) below (subject to subsection (J) below).

 
(C)               (1) Subject to the proviso to subsection (A) above, the Borrower may from time to time solicit Discount Range

Prepayment Offers by providing the Auction Agent with five (5) Business Days’ notice in the form of a Discount Range Prepayment Notice;
provided that (I) any such solicitation shall be extended, at the sole discretion of the Borrower, to (x) each Term Lender and/or (y) each
Term Lender with respect to any Class of Term Loans on an individual Class basis, (II) any such notice shall specify the maximum
aggregate principal amount of the relevant Term Loans (the “Discount Range Prepayment Amount”), the Class or Classes of Term Loans
subject to such offer and the maximum and minimum percentage discounts to par (the “Discount Range”) of the principal amount of such
Term Loans with respect to each relevant Class of Term Loans willing to be prepaid by the Borrower (it being understood that different
Discount Ranges and/or Discount Range Prepayment Amounts may be offered with respect to different Classes of Term Loans and, in such
event, each such offer will be treated as separate offer pursuant to the terms of this Section 2.09(a)(ii)(C)), (III) the Discount Range
Prepayment Amount shall be in an aggregate amount not less than […***…] and whole increments of […***…] in excess thereof (unless
otherwise agreed by the Administrative Agent) and (IV) each such solicitation by the Borrower shall remain outstanding through the
Discount Range Prepayment Response Date. The Auction Agent will promptly provide each appropriate Lender with a copy of such
Discount Range Prepayment Notice and a form of the Discount Range Prepayment Offer to be submitted by a responding Term Lender to
the Auction Agent (or its delegate) by no later than 5:00 P.M. on the third Business Day after the date of delivery of such notice to such
Lenders (the “Discount Range Prepayment Response Date”). Each Term Lender’s Discount Range Prepayment Offer shall be irrevocable
and shall specify a discount to par within the Discount Range (the “Submitted Discount”) at which such Lender is willing to allow
prepayment of any or all of its then outstanding Term Loans of the applicable Class or Classes and the maximum aggregate principal
amount and Classes of such Lender’s Term Loans (the “ Submitted Amount”) such Term Lender is willing to have prepaid at the Submitted
Discount. Any Term Lender whose Discount Range Prepayment Offer is not received by the Auction Agent by the Discount Range
Prepayment Response Date shall be deemed to have declined to accept a Discounted Term Loan Prepayment of any of its Term Loans at
any discount to their par value within the Discount Range.
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(2)                The Auction Agent shall review all Discount Range Prepayment Offers received on or before the applicable
Discount Range Prepayment Response Date and shall determine (in consultation with the Borrower and subject to rounding
requirements of the Auction Agent made in its sole reasonable discretion) the Applicable Discount and Term Loans to be prepaid
at such Applicable Discount in accordance with this subsection (C). The Borrower agrees to accept on the Discount Range
Prepayment Response Date all Discount Range Prepayment Offers received by Auction Agent by the Discount Range Prepayment
Response Date, in the order from the Submitted Discount that is the largest discount to par to the Submitted Discount that is the
smallest discount to par, up to and including the Submitted Discount that is the smallest discount to par within the Discount
Range (such Submitted Discount that is the smallest discount to par within the Discount Range being referred to as the
“Applicable Discount”) which yields a Discounted Term Loan Prepayment in an aggregate principal amount equal to the lower of
(I) the Discount Range Prepayment Amount and (II) the sum of all Submitted Amounts. Each Term Lender that has submitted a
Discount Range Prepayment Offer to accept prepayment at a discount to par that is larger than or equal to the Applicable Discount
shall be deemed to have irrevocably consented to prepayment of Term Loans equal to its Submitted Amount (subject to any
required proration pursuant to the following subsection (3)) at the Applicable Discount (each such Term Lender, a “ Participating
Lender”).

 
(3)                If there is at least one Participating Lender, the Borrower will prepay the respective outstanding Term Loans of

each Participating Lender in the aggregate principal amount and of the Classes specified in such Lender’s Discount Range
Prepayment Offer at the Applicable Discount; provided that if the Submitted Amount by all Participating Lenders offered at a
discount to par greater than the Applicable Discount exceeds the Discount Range Prepayment Amount, prepayment of the
principal amount of the relevant Term Loans for those Participating Lenders whose Submitted Discount is a discount to par greater
than or equal to the Applicable Discount (the “Identified Participating Lenders”) shall be made pro rata among the Identified
Participating Lenders in accordance with the Submitted Amount of each such Identified Participating Lender and the Auction
Agent (in consultation with the Borrower and subject to rounding requirements of the Auction Agent made in its sole reasonable
discretion) will calculate such proration (the “Discount Range Proration”). The Auction Agent shall promptly, and in any case
within five (5) Business Days following the Discount Range Prepayment Response Date, notify (I) the Borrower of the respective
Term Lenders’ responses to such solicitation, the Discounted Prepayment Effective Date, the Applicable Discount, and the
aggregate principal amount of the Discounted Term Loan Prepayment and the Classes to be prepaid, (II) each Term Lender of the
Discounted Prepayment Effective Date, the Applicable Discount, and the aggregate principal amount and Classes of Term Loans to
be prepaid at the Applicable Discount on such date, (III) each Participating Lender of the aggregate principal amount and Classes
of such Term Lender to be prepaid at the Applicable Discount on such date and (IV) if applicable, each Identified Participating
Lender of the Discount Range Proration. Each determination by the Auction Agent of the amounts stated in the foregoing notices
to the Borrower and Term Lenders shall be conclusive and binding for all purposes absent manifest error. The payment amount
specified in such notice to the Borrower shall be due and payable by the Borrower on the Discounted Prepayment Effective Date in
accordance with subsection (F) below (subject to subsection (J) below).
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(D)              (1) Subject to the proviso to subsection (A) above, the Borrower may from time to time solicit Solicited Discounted
Prepayment Offers by providing the Auction Agent with five (5) Business Days’ notice in the form of a Solicited Discounted Prepayment
Notice; provided that (I) any such solicitation shall be extended, at the sole discretion of the Borrower, to (x) each Term Lender and/or
(y) each Lender with respect to any Class of Term Loans on an individual Class basis, (II) any such notice shall specify the maximum
aggregate amount of the Term Loans (the “Solicited Discounted Prepayment Amount”) and the Class or Classes of Term Loans the
applicable Group Company is willing to prepay at a discount (it being understood that different Solicited Discounted Prepayment Amounts
may be offered with respect to different Classes of Term Loans and, in such event, each such offer will be treated as separate offer pursuant
to the terms of this Section 2.09(a)(ii)(D)), (III) the Solicited Discounted Prepayment Amount shall be in an aggregate amount not less than
[…***…] and whole increments of […***…] in excess thereof (unless otherwise agreed by the Administrative Agent) and (IV) each such
solicitation by the Borrower shall remain outstanding through the Solicited Discounted Prepayment Response Date. The Auction Agent
will promptly provide each appropriate Lender with a copy of such Solicited Discounted Prepayment Notice and a form of the Solicited
Discounted Prepayment Offer to be submitted by a responding Lender to the Auction Agent (or its delegate) by no later than 5:00 P.M. on
the third Business Day after the date of delivery of such notice to such Term Lenders (the “Solicited Discounted Prepayment Response
Date”). Each Term Lender’s Solicited Discounted Prepayment Offer shall (x) be irrevocable, (y) remain outstanding until the Acceptance
Date and (z) specify both a discount to par (the “Offered Discount”) at which such Term Lender is willing to allow prepayment of its then
outstanding Term Loan and the maximum aggregate principal amount and Classes of such Term Loans (the “ Offered Amount”) such Term
Lender is willing to have prepaid at the Offered Discount. Any Term Lender whose Solicited Discounted Prepayment Offer is not received
by the Auction Agent by the Solicited Discounted Prepayment Response Date shall be deemed to have declined prepayment of any of its
Term Loans at any discount.

 
(2)                The Auction Agent shall promptly provide the Borrower with a copy of all Solicited Discounted Prepayment

Offers received on or before the Solicited Discounted Prepayment Response Date. The Borrower shall review all such Solicited
Discounted Prepayment Offers and select the largest of the Offered Discounts specified by the relevant responding Term Lenders in
the Solicited Discounted Prepayment Offers that is acceptable to the Borrower (the “Acceptable Discount”), if any. If the Borrower
elects to accept any Offered Discount as the Acceptable Discount, then as soon as practicable after the determination of the
Acceptable Discount, but in no event later than by the third Business Day after the date of receipt by the Borrower from the
Auction Agent of a copy of all Solicited Discounted Prepayment Offers pursuant to the first sentence of this subsection (2) (the
“Acceptance Date”), the Borrower shall submit an Acceptance and Prepayment Notice to the Auction Agent setting forth the
Acceptable Discount. If the Auction Agent shall fail to receive an Acceptance and Prepayment Notice from the Borrower by the
Acceptance Date, the Borrower shall be deemed to have rejected all Solicited Discounted Prepayment Offers.
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(3)                Based upon the Acceptable Discount and the Solicited Discounted Prepayment Offers received by Auction
Agent by the Solicited Discounted Prepayment Response Date, within three (3) Business Days after receipt of an Acceptance and
Prepayment Notice (the “Discounted Prepayment Determination Date”), the Auction Agent will determine (in consultation with
the Borrower and subject to rounding requirements of the Auction Agent made in its sole reasonable discretion) the aggregate
principal amount and the Classes of Term Loans (the “Acceptable Prepayment Amount”) to be prepaid by the Borrower at the
Acceptable Discount in accordance with this Section 2.09(a)(ii)(D). If the Borrower elects to accept any Acceptable Discount, then
the Borrower agrees to accept all Solicited Discounted Prepayment Offers received by Auction Agent by the Solicited Discounted
Prepayment Response Date, in the order from largest Offered Discount to smallest Offered Discount, up to and including the
Acceptable Discount. Each Term Lender that has submitted a Solicited Discounted Prepayment Offer with an Offered Discount that
is greater than or equal to the Acceptable Discount shall be deemed to have irrevocably consented to prepayment of Term Loans
equal to its Offered Amount (subject to any required pro-rata reduction pursuant to the following sentence) at the Acceptable
Discount (each such Lender, a “Qualifying Lender”). The Borrower will prepay outstanding Term Loans pursuant to this
subsection (D) to each Qualifying Lender in the aggregate principal amount and of the Classes specified in such Lender’s Solicited
Discounted Prepayment Offer at the Acceptable Discount; provided that if the aggregate Offered Amount by all Qualifying
Lenders whose Offered Discount is greater than or equal to the Acceptable Discount exceeds the Solicited Discounted Prepayment
Amount, prepayment of the principal amount of the Term Loans for those Qualifying Lenders whose Offered Discount is greater
than or equal to the Acceptable Discount (the “Identified Qualifying Lenders”) shall be made pro rata among the Identified
Qualifying Lenders in accordance with the Offered Amount of each such Identified Qualifying Lender and the Auction Agent (in
consultation with the Borrower and subject to rounding requirements of the Auction Agent made in its sole reasonable discretion)
will calculate such proration (the “Solicited Discount Proration”). On or prior to the Discounted Prepayment Determination Date,
the Auction Agent shall promptly notify (I) the Borrower of the Discounted Prepayment Effective Date and Acceptable Prepayment
Amount comprising the Discounted Term Loan Prepayment and the Classes to be prepaid, (II) each Term Lender of the Discounted
Prepayment Effective Date, the Acceptable Discount, and the Acceptable Prepayment Amount of all Term Loans and the Classes to
be prepaid to be prepaid at the Applicable Discount on such date, (III) each Qualifying Lender of the aggregate principal amount
and the Classes of such Term Lender to be prepaid at the Acceptable Discount on such date and (IV) if applicable, each Identified
Qualifying Lender of the Solicited Discount Proration. Each determination by the Auction Agent of the amounts stated in the
foregoing notices to the Borrower and Term Lenders shall be conclusive and binding for all purposes absent manifest error. The
payment amount specified in such notice to the Borrower shall be due and payable by the Borrower on the Discounted Prepayment
Effective Date in accordance with subsection (F) below (subject to subsection (J) below).
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(E)               In connection with any Discounted Term Loan Prepayment, the Borrower and the Term Lenders acknowledge and agree
that the Auction Agent may require as a condition to any Discounted Term Loan Prepayment, the payment of customary fees and expenses
from the Borrower in connection therewith.

 
(F)               If any Term Loan is prepaid in accordance with subsections (B) through (D) above, the Borrower shall prepay such Term

Loans on the Discounted Prepayment Effective Date. The Borrower shall make such prepayment to the Administrative Agent, for the
account of the Discount Prepayment Accepting Lenders, Participating Lenders, or Qualifying Lenders, as applicable, at the Administrative
Agent’s Office in immediately available funds not later than 12:00 P.M. on the Discounted Prepayment Effective Date and all such
prepayments shall be applied to the remaining principal installments of the relevant Class(es) of Loans on a pro rata basis across such
installments. The Term Loans so prepaid shall be accompanied by all accrued and unpaid interest on the par principal amount so prepaid up
to, but not including, the Discounted Prepayment Effective Date. Each prepayment of the outstanding Term Loans pursuant to this Section
2.09(a)(ii) shall be paid to the Discount Prepayment Accepting Lenders, Participating Lenders, or Qualifying Lenders, as applicable, and
shall be applied to the relevant Term Loans of such Lenders in accordance with their respective Pro Rata Share or other applicable share
provided for under this Agreement. The aggregate principal amount of the Classes and installments of the relevant Term Loans outstanding
shall be deemed reduced by the full par value of the aggregate principal amount of the Classes of Term Loans prepaid on the Discounted
Prepayment Effective Date in any Discounted Term Loan Prepayment. In connection with each prepayment pursuant to this Section 2.09(a)
(ii), the Borrower shall make a customary representation to the assigning or assignee Term Lenders, as applicable, that it does not possess
material non-public information with respect to the Borrower and its Subsidiaries or their respective securities that either (1) has not been
disclosed to the Term Lenders generally (other than Term Lenders that have elected not to receive such information), it being understood
that documents posted on a U.S. government website or on the Borrower’s behalf on an Internet or intranet website, if any, in each case, to
which the Administrative Agent and the Lenders have access shall be deemed to have been disclosed to the Term Lenders, or (2) if not
disclosed to the Term Lenders, could reasonably be expected to have a material effect on, or otherwise be material to (A) a Term Lender’s
decision to participate in any such Discounted Term Loan Prepayment or (B) the market price of such Term Loans, or shall make a
statement that such representation cannot be made. The Group Companies hereby waive any right to bring any action against the
Administrative Agent, in its capacity as such, in connection with any such Discounted Term Loan Prepayment.

 
(G)              To the extent not expressly provided for herein, each Discounted Term Loan Prepayment shall be consummated

pursuant to procedures consistent with the provisions in this Section 2.09(a)(ii), established by the Auction Agent acting in its reasonable
discretion and as reasonably agreed by the Borrower.

 
(H)              Notwithstanding anything in any Loan Document to the contrary, for purposes of this Section 2.09(a)(ii), each notice or

other communication required to be delivered or otherwise provided to the Auction Agent (or its delegate) shall be deemed to have been
given upon Auction Agent’s (or its delegate’s) actual receipt during normal business hours of such notice or communication; provided that
any notice or communication actually received outside of normal business hours shall be deemed to have been given as of the opening of
business on the next Business Day.
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(I)                 Each of the Group Companies and the Term Lenders acknowledge and agree that the Auction Agent may perform any
and all of its duties under this Section 2.09(a)(ii) by itself or through any Affiliate of the Auction Agent and expressly consents to any such
delegation of duties by the Auction Agent to such Affiliate and the performance of such delegated duties by such Affiliate. The exculpatory
provisions pursuant to this Agreement shall apply to each Affiliate of the Auction Agent and its respective activities in connection with any
Discounted Term Loan Prepayment provided for in this Section 2.09(a)(ii) as well as activities of the Auction Agent.

 
(J)                Each Group Company shall have the right, by written notice to the Auction Agent, to revoke in full (but not in part) its

offer to make a Discounted Term Loan Prepayment and rescind the applicable Specified Discount Prepayment Notice, Discount Range
Prepayment Notice or Solicited Discounted Prepayment Notice therefor at its discretion at any time on or prior to the applicable Specified
Discount Prepayment Response Date (and if such offer is revoked pursuant to the preceding clauses, any failure by the Borrower to make
any prepayment to a Lender, as applicable, pursuant to this Section 2.09(a)(ii) shall not constitute a Default or Event of Default under
Section 8.01 or otherwise).

 
(b)                [Reserved].
 
(c)                Mandatory Prepayments; Application of Prepayments.
 

(i)                 [Reserved].
 
(ii)               Excess Cash Flow. No later than ninety-five (95) days after the end of each Excess Cash Flow Period, the Borrower shall prepay

(or cause to be prepaid) principal of the Term Loans in an aggregate amount equal to (A) the Applicable ECF Percentage of Excess Cash Flow for
such Excess Cash Flow Period minus (B) the aggregate amount of all voluntary prepayments of principal of the Term Loans, Refinancing Term
Loans and the Incremental Term Loans and any Incremental Revolving Loans, in each case that are not funded with the proceeds of long-term
Indebtedness (which, in the case of Discounted Term Loan Prepayments, will be limited to the actual amount of cash paid to Lenders in connection
with such prepayment (as opposed to the face amount of the Loans so prepaid)) (but, in the case of Incremental Revolving Loans, only to the extent
the Incremental Revolving Commitments are permanently reduced at the time of such payment of Incremental Revolving Loans), if such voluntary
prepayments are made (x) during such Excess Cash Flow Period and have not previously reduced the amount of any prepayment pursuant to this
clause (ii) or (y) at the election of the Borrower, after the last day of such Excess Cash Flow Period and prior to the date of prepayment (with any
prepayment pursuant to Section 2.09(a)(ii) being measured by the amount applied to such prepayment, rather than the amount by which the
outstanding principal amount of the Term Loans is reduced thereby). As used in this Section 2.09(c)(ii), the term “Applicable ECF Percentage” for
any Excess Cash Flow Period means 75%; provided that the Applicable ECF Percentage shall be reduced to (i) […***…]% if the First Lien
Leverage Ratio as of the last day of and for such Excess Cash Flow Period is less than or equal to […***…] to 1.00 but greater than […***…] to
1.00, (ii) […***…]% if the First Lien Leverage Ratio as of the last day of and for such Excess Cash Flow Period is less than or equal to […***…] to
1.00 but greater than 1.00 to 1.00 and (iii) […***…]% if the First Lien Leverage Ratio as of the last day of and for such Excess Cash Flow Period is
less than or equal to […***…] to 1.00.
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(iii)             Asset Dispositions, Casualties and Condemnations, etc. Within five (5) Business Days after receipt by the Borrower or any of its
Subsidiaries of Net Cash Proceeds from any Asset Disposition not in the Ordinary Course of Business (other than (x) any Asset Disposition permitted
under clauses (i), (ii), (iii), (vi) through (xiii), (xv), (xvi)(B) or (xxi) of Section 7.05 and (y) other licenses and sublicenses of Intellectual Property
entered into in the Ordinary Course of Business (as determined in good faith by the Borrower)), Casualty or Condemnation (in each case, excluding
Net Cash Proceeds to the extent and so long as they constitute Reinvestment Funds), the Borrower shall prepay (or cause to be prepaid) principal of
the Term Loans in an aggregate amount equal to […***…] of the Net Cash Proceeds of such Asset Disposition, Casualty or Condemnation;
provided that (A) if at the time that any such prepayment would be required, the Borrower is required to prepay, or to offer to repurchase, any Credit
Agreement Refinancing Indebtedness constituting Permitted Equal Priority Refinancing Debt pursuant to the terms of the documentation governing
such Indebtedness with the Net Cash Proceeds of such Asset Disposition, Casualty or Condemnation (such Permitted Equal Priority Refinancing
Debt required to be prepaid or offered to be so repurchased, “Other Applicable Indebtedness”), then the Borrower may apply such Net Cash Proceeds
on a pro rata basis (determined on the basis of the aggregate outstanding principal amount of the Term Loans required to be prepaid and Other
Applicable Indebtedness at such time; provided that the portion of such Net Cash Proceeds allocated to the Other Applicable Indebtedness shall not
exceed the amount of such Net Cash Proceeds required to be allocated to the Other Applicable Indebtedness pursuant to the terms thereof, and the
remaining amount, if any, of such Net Cash Proceeds shall be allocated to the Term Loans in accordance with the terms hereof) to the prepayment of
the Term Loans and to the repurchase or prepayment of Other Applicable Indebtedness, and the amount of prepayment of the Term Loans that would
have otherwise been required pursuant to this Section 2.09(c)(iii) shall be reduced accordingly; provided, further, to the extent that the holders of
Other Applicable Indebtedness decline to have such Indebtedness repurchased or prepaid, the declined amount shall promptly (and in any event
within ten (10) Business Days after the date of such rejection) be applied to prepay the Term Loans in accordance with the terms hereof; and (B) no
such prepayment caused by the receipt of Net Cash Proceeds from any Asset Disposition, Casualty or Condemnation shall be required to the extent
that the sum of such Net Cash Proceeds and all other Net Cash Proceeds from Asset Dispositions, Casualties or Condemnations (other than an Asset
Disposition permitted under clauses (i) through (xiii) or (xv) of Section 7.05)) occurring after the Closing Date and during the same fiscal year does
not exceed […***…] (it being understood that a prepayment shall only be required of such excess).

 
(iv)              Debt Issuances. On the Business Day of receipt by the Borrower or any of its Subsidiaries of Net Cash Proceeds from any Debt

Issuance (other than any Debt Issuance permitted pursuant to Section 7.01 of this Agreement (other than subsection (vi) thereof, to the extent not
applied in connection with the related Permitted Refinancing and other than any Debt Issuance in respect of Credit Agreement Refinancing
Indebtedness)), the Borrower shall prepay (or cause to be prepaid) principal of the Term Loans in an aggregate amount equal to […***…] of the Net
Cash Proceeds of such Debt Issuance.

 
(v)                Consummation of the Tender Offer and Stock Repurchase. If the Consummation of the Tender Offer and Stock Repurchase shall

not have been effected on or prior to 5:00 P.M. (Tokyo time) on October 21, 2015 (or such later date as may be acceptable to the Administrative
Agent in its sole discretion), the Borrower shall prepay (or cause to be prepaid) in full in cash all of the Senior Credit Obligations under the Loan
Documents prior to 5:00 P.M. (Tokyo time) on the Business Day immediately following such date.

 
(vi)              Notwithstanding any other provisions of this Section 2.09(c), (A) to the extent that any or all of the Excess Cash Flow for any

Excess Cash Flow Period attributable to a Foreign Subsidiary is prohibited or delayed as a result of a Change in Law in a jurisdiction other than the
United States after the Closing Date, which Change in Law is the cause of such prohibition or delay (including, for the avoidance of doubt, a change
to any financial assistance and corporate benefit Laws or Laws relating to fiduciary and statutory duties of directors and officers in any such
jurisdiction), from being repatriated to the United States (it being acknowledged and agreed that no such prohibition or delay exists as of the
Closing Date), the Borrower shall not be required to make a prepayment at the time provided in this Section 2.09(c) with respect to such affected
amounts, and instead, such amounts may be retained by the applicable Foreign Subsidiary (the Borrower hereby agreeing to use reasonable efforts to
otherwise cause the applicable Foreign Subsidiary following the date on which the respective payment would otherwise have been required,
promptly to take all actions reasonably required by the applicable local Law or other impediment to permit such repatriation), and if following the
date on which the respective payment would otherwise have been required, such repatriation of any of such Excess Cash Flow is permitted under the
applicable local Law or other impediment (or is otherwise received by the Borrower or a Subsidiary Guarantor), such repatriation will be promptly
effected and such repatriated Excess Cash Flow will be promptly (and in any event not later than three (3) Business Days after such repatriation
could be made) applied (whether or not repatriation actually occurs) to the repayment of the Term Loans pursuant to this Section 2.09 to the extent
provided herein and (B) to the extent that the Borrower has determined in good faith that repatriation of any of or all Excess Cash Flow would have a
material adverse U.S. Tax cost consequence (taking into account any foreign tax credit or benefit actually realized in connection with such
repatriation) with respect to such Excess Cash Flow, the Excess Cash Flow so affected may be retained by the applicable Foreign Subsidiary;
provided that, in the case of this clause (B), on or before the date on which any Excess Cash Flow so retained would otherwise have been required to
be applied to prepayments pursuant to this Section 2.09(c), the Borrower shall apply an amount equal to such Excess Cash Flow to such
prepayments as if such Excess Cash Flow had been received by the Borrower rather than a Foreign Subsidiary, less the amount of additional Taxes
that would have been payable or reserved against if such Excess Cash Flow had been repatriated.
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(vii)            Application of Mandatory Prepayments. Except as may be set forth in any Increase Amendment or Refinancing Amendment, all
amounts required to be paid pursuant to this Section 2.09(c) shall be applied pro rata to the outstanding Term Loans of each Class (provided that
any prepayment of Term Loans with the Net Cash Proceeds of Credit Agreement Refinancing Indebtedness or Refinancing Term Loans shall be
applied solely to each applicable Class of Credit Agreement Refinancing Indebtedness or other Term Loans being refinanced), and to the remaining
unpaid principal in direct order of maturity.

 
(viii)          Order of Application for Voluntary Prepayments . Except as may be set forth in any Increase Amendment or Refinancing

Amendment, all amounts allocated to the voluntary prepayment of the Term Loans pursuant to Section 2.09(a)(i) shall be applied pro rata to the
outstanding Term Loans of each Class, and to the remaining unpaid Principal Amortization Payments as directed by the Borrower at the time of the
respective prepayment (or, in the absence of such direction, in direct order of maturity to the remaining unpaid Principal Amortization Payments).
Within the parameters of the applications set forth above, prepayments shall be applied first to Base Rate Loans and then to Eurodollar Loans in
direct order of Interest Period maturities. All prepayments of Eurodollar Loans under this Section 2.09(c) shall be subject to Section 3.05.

 
(ix)              Payments Cumulative. Except as otherwise expressly provided in this Section 2.09, payments required under any subsection or

clause of this Section 2.09 are in addition to payments made or required under any other subsection or clause of this Section 2.09.
 

(d)                Notice of Mandatory Prepayment Events. The Borrower shall give to the Administrative Agent at least three (3) Business Days’ prior
written or telecopy notice of each and every prepayment required under Sections 2.09(c)(iii) and (iv), including a good faith estimate of (x) the amount of Net
Cash Proceeds expected to be received therefrom and (y) the expected schedule for receiving such proceeds.

 
(e)                Notices of Prepayments. The Borrower shall notify the Administrative Agent, in the case of prepayment of a Base Rate Loan, by 11:00

A.M. at least one Business Day prior to the date of any voluntary prepayment hereunder and, in the case of prepayment of a Eurodollar Loan, by 11:00 A.M.,
at least three (3) Business Days prior to the date of voluntary prepayment. Each notice of prepayment shall specify the prepayment date, the principal amount
to be prepaid, whether the Loan to be prepaid is a Eurodollar Loan or a Base Rate Loan and, in the case of a Eurodollar Loan, the Interest Period of such Loan.
The Administrative Agent will promptly notify each Lender of its receipt of each such notice, and of the amount of such Lender’s pro rata share, if any,
thereof. Once such notice is given by the Borrower, the Borrower shall make such prepayment and the payment amount specified in such notice shall be due
and payable as specified therein; provided, however, that for voluntary prepayments under Section 2.09(a)(i), the Borrower shall be entitled to make any such
payment conditional on the receipt of other financing or the closing of another transaction to the extent specified in such notice. All prepayments of
Eurodollar Loans under this Section 2.09 shall be accompanied by accrued interest on the principal amount being prepaid to the date of payment, together
with any additional amounts required pursuant to Section 3.05.
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(f)                 In the event of any prepayment of any Term Loans of any Term Lender pursuant to Section 2.09(c)(ii), 2.09(c)(iii) or, except with the Net
Cash Proceeds of Credit Agreement Refinancing Indebtedness or Refinancing Term Loans, 2.09(c)(iv) (an “Applicable Prepayment”), such Lender may reject
all or a portion of its share of such Applicable Prepayment by written notice (each, a “Rejection Notice”) (each such Lender, a “Rejecting Lender”) to the
Administrative Agent no later than 5:00 P.M. one (1) Business Day after the date of such Term Lender’s receipt of notice of such Applicable Prepayment as
otherwise provided herein (the “Rejection Deadline”). If a Term Lender fails to deliver a Rejection Notice to the Administrative Agent at or prior to the
Rejection Deadline, such Term Lender will be deemed to have accepted its share of the Applicable Prepayment. The aggregate portion of such Applicable
Prepayment that is rejected by Term Lenders pursuant to Rejection Notices shall be referred to as the “Rejected Amount”. Such Rejected Amount shall be
offered to each Lender that is not a Rejecting Lender pro rata and such Lender may reject all or a portion of its share of the Rejected Amount pursuant to the
procedures set forth in the immediately preceding sentence and the aggregate portion of such Rejected Amount that is rejected by the Term Lenders shall be
returned by the Administrative Agent to the Borrower and may be used by the Borrower in any manner not prohibited by the Loan Documents.

 
(g)                Loan Call Protection. (i) In the event that, on or prior to the twelve (12)-month anniversary of the Closing Date, the Borrower (x) makes

any repayment or prepayment of any Initial Term Loans (other than a prepayment or repayment pursuant to Section 2.08(a), 2.09(a)(ii), 2.09(c)(ii) or 2.09(c)
(iii) (but, in the event of such Section 2.09(c)(iii), only in respect of Net Cash Proceeds received either from (a) a Casualty or Condemnation or (b) a direct or
indirect sale of less than all or substantially all of the assets of the Borrower and its Subsidiaries taken as a whole) or 2.09(c)(v)) or effects a conversion of any
Initial Term Loans into Equity Interests of the Borrower or other Indebtedness or (y) effects any amendment of this Agreement having the effect of a
Repricing Transaction, the Borrower shall pay to the Administrative Agent, for the ratable account of each of the Lenders (including any Lender that refuses
to consent to an amendment described in the definition of “Repricing Transaction” and is replaced pursuant to Section 10.13), (I) in the case of preceding
clause (x), a prepayment, repayment or conversion premium equal to 2% of the aggregate principal amount of the Initial Term Loans being prepaid, repaid or
converted and (II) in the case of preceding clause (y), a payment equal to 2% of the aggregate principal amount of the Initial Term Loans outstanding
immediately prior to such amendment.

 
(ii)               In the event that, after the twelve (12)-month anniversary but on or prior to the twenty-four (24)-month anniversary of the

Closing Date, the Borrower (x) makes any repayment or prepayment of any Initial Term Loans (other than a prepayment or repayment pursuant to
Section 2.08(a), 2.09(a)(ii), 2.09(c)(ii) or 2.09(c)(iii) (but, in the event of such Section 2.09(c)(iii), only in respect of Net Cash Proceeds received
either from (a) a Casualty or Condemnation or (b) a direct or indirect sale of less than all or substantially all of the assets of the Borrower and its
Subsidiaries taken as a whole) or effects a conversion of any Initial Term Loans into Equity Interests of the Borrower or other Indebtedness or (y)
effects any amendment of this Agreement having the effect of a Repricing Transaction, the Borrower shall pay to the Administrative Agent, for the
ratable account of each of the Lenders (including any Lender that refuses to consent to an amendment described in the definition of “Repricing
Transaction” and is replaced pursuant to Section 10.13), (I) in the case of preceding clause (x), a prepayment, repayment or conversion premium
equal to 1% of the aggregate principal amount of the Initial Term Loans being prepaid, repaid or converted and (II) in the case of preceding clause
(y), a payment equal to 1% of the aggregate principal amount of the Initial Term Loans outstanding immediately prior to such amendment.
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Section 2.10            Termination of Commitments. The Initial Term Commitments shall terminate immediately upon the making of the Initial Term
Loans on the Closing Date.

 
Section 2.11            Fees. The Borrower shall pay to the Lead Arranger and the Administrative Agent for their own respective accounts fees in the

amounts and at the times specified in the Fee Letter. Certain of such fees may be paid by funding the Term Loans at an original issue discount. Such fees shall
be fully earned when paid and shall not be refundable for any reason whatsoever. The Borrower shall pay to the Lenders such fees as shall have been
separately agreed upon in writing in the amounts and at the times so specified. Such fees shall be fully earned when paid and shall not be refundable for any
reason whatsoever except as otherwise agreed.

 
Section 2.12            Pro Rata Treatment. Except to the extent otherwise provided herein, each Borrowing, each payment or prepayment of principal

of or interest on any Loan, each payment of fees (other than fees retained by the Agents and Lead Arranger for their own account), and each conversion or
continuation of any Loan, shall be allocated pro rata among the relevant Lenders in accordance with the respective Applicable Percentages, Incremental
Revolving Commitment Percentages and Incremental Term Loan Commitment Percentages, as applicable, of such Lenders (or, if the Commitments of such
Lenders have expired or been terminated, in accordance with the respective principal amounts of the outstanding Loans of the applicable Class of such
Lenders); provided that, in the event any amount paid to any Lender pursuant to this Section 2.12 is rescinded or must otherwise be returned by the
Administrative Agent, each Lender shall, upon the request of the Administrative Agent, repay to the Administrative Agent the amount so paid to such Lender,
with interest for the period commencing on the date such payment is returned by the Administrative Agent until the date the Administrative Agent receives
such repayment at a rate per annum equal to the greater of the Federal Funds Effective Rate and a rate determined by the Administrative Agent in accordance
with banking industry rules on interbank compensation.

 
Section 2.13            Sharing of Payments by Lenders.
 
If any Lender shall, by exercising any right of setoff or counterclaim or otherwise, obtain payment in respect of any principal of or interest on any of

the Loans made by it resulting in such Lender’s receiving payment of a proportion of the aggregate amount of such Loans and accrued interest thereon
greater than its pro rata share thereof as provided herein, then the Lender receiving such greater proportion shall (i) notify the Administrative Agent of such
fact and (ii) purchase (for cash at face value) participations in the Loans of the other Lenders, or make such other adjustments as shall be equitable, so that the
benefit of all such payments shall be shared by the Lenders ratably in accordance with the aggregate amount of principal of and accrued interest on their
respective Loans and other amounts owing thereon; provided that:

 
(i)                 if any such participations or subparticipations are purchased and all or any portion of the payment giving rise thereto is

recovered, such participations or subparticipations shall be rescinded and the purchase price restored to the extent of such recovery, without interest;
and

 
(ii)               the provisions of this Section shall not be construed to apply to (x) any payment made by or on behalf of the Borrower pursuant

to and in accordance with the express terms of this Agreement (including the application of funds arising from the existence of a Defaulting Lender
or any payment made pursuant to Section 2.09(a)(ii)) or (y) any payment obtained by a Lender as consideration for the assignment of or sale of a
participation in any of its Loans to any assignee or participant, other than an assignment to the Borrower or any of its Subsidiaries thereof (as to
which the provisions of this Section shall apply).
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Each Loan Party consents to the foregoing and agrees, to the extent it may effectively do so under applicable Law, that any Lender acquiring a
participation pursuant to the foregoing arrangements may exercise against such Loan Party rights of setoff and counterclaim with respect to such
participation as fully as if such Lender were a direct creditor of such Loan Party in the amount of such participation.

 
Section 2.14            Payments Generally; Administrative Agent’s Clawback.
 
(a)                Payments by the Borrower. All payments to be made by the Borrower shall be made without condition or deduction for any

counterclaim, defense, recoupment or setoff. Each payment of principal of and interest on Loans and fees hereunder shall be paid not later than 12:00 P.M. on
the date when due, in Dollars and in Federal or other funds immediately available to the Administrative Agent at the account designated by it by notice to the
Borrower. Payments received after 12:00 P.M. shall be deemed to have been received on the next Business Day, and any applicable interest or fee shall
continue to accrue. The Administrative Agent shall distribute such payments to the applicable Lenders promptly following receipt thereof. Whenever any
payment hereunder shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day
(and such extension of time shall be reflected in computing interest or fees, as the case may be), unless (in the case of Eurodollar Loans) such Business Day
falls in another calendar month, in which case the date for payment thereof shall be the next preceding Business Day. If the date for any payment of principal
is extended by operation of Law or otherwise, interest thereon shall be payable for such extended time.

 
(b)                Presumption by the Administrative Agent. Unless the Administrative Agent shall have received notice (which may be by telephone if

promptly confirmed in writing) from the Borrower prior to the date on which any payment is due to the applicable Lenders hereunder that the Borrower will
not make such payment, the Administrative Agent may assume that the Borrower has made such payment on such date in accordance herewith, and may, in
reliance upon such assumption, distribute to the applicable Lenders the amount due. In such event, if the Borrower has not in fact made such payment, then
each of the applicable Lenders severally agrees to repay to the Administrative Agent forthwith on demand the amount so distributed to such Lender in
immediately available funds with interest thereon, for each day from and including the date such amount is distributed to but excluding the date of payment
to the Administrative Agent at the greater of the Federal Funds Effective Rate and a rate determined by the Administrative Agent in accordance with banking
industry rules on interbank compensation. A notice of the Administrative Agent to any Lender with respect to any amount owing under this subsection (b)
shall be conclusive, absent manifest error.

 
(c)                Failure to Satisfy Conditions Precedent. If any Lender makes available to the Administrative Agent funds for any Loan to be made by

such Lender as provided in the foregoing provisions of this Article II, and such funds are not made available to the Borrower by the Administrative Agent
because the conditions to the applicable Borrowing set forth in Article IV are not satisfied or waived in accordance with the terms hereof, the Administrative
Agent shall return such funds (in like funds as received from such Lender) to such Lender without interest.

 
(d)                Obligations of Lenders Several. The obligations of the Lenders hereunder to make Loans are several and not joint. The failure of any

Lender to make a Loan required to be made by it as part of any Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to
make any Loan on the date of such Borrowing, but no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such
other Lender on such date of Borrowing.
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(e)                Funding Source. Nothing herein shall be deemed to obligate any Lender to obtain the funds for any Loan in any particular place or
manner or to constitute a representation by any Lender that it has obtained or will obtain the funds for any Loan in any particular place or manner.

 
(f)                 Computations. All computations of interest for Base Rate Loans when the Adjusted Base Rate is determined by the Prime Rate shall be

made on the basis of a year of 365 or 366 days, as the case may be, and actual days elapsed. All other computations of fees and interest shall be made on the
basis of a 360-day year and actual days elapsed (which results in more fees or interest, as applicable, being paid than if computed on the basis of a 365-day
year). Interest shall accrue on each Loan for the day on which Loan is made (or converted or continued), and shall not accrue on a Loan, or any portion
thereof, for the day on which the Loan or such portion is paid, provided that any Loan that is repaid on the same day on which it is made (or continued or
converted) shall, subject to subsection (a) above, bear interest for one day. Each determination by the Administrative Agent of an interest rate or fee
hereunder shall be conclusive and binding for all purposes, absent manifest error.

 
Section 2.15            Increase in Commitments.
 
(a)                Borrower Request. At any time after the later of (A) the Closing Date and (B) the earlier of (x) the completion of a Successful Syndication

(as defined in the Fee Letter) and (y) 60 days after the Closing Date, the Borrower may by written notice to the Administrative Agent elect to request the
establishment of (i) one or more new Term Commitments or increases in the amount of the Term Commitments (each, an “ Incremental Term Loan
Commitment” and loans pursuant thereto “Incremental Term Loans”) or (ii) revolving commitments under a revolving credit facility including, at the
Borrower’s election and with the Administrative Agent’s approval (not to be unreasonably withheld or conditioned), subfacilities for swing line loans and
letters of credit (a “Revolving Credit Facility”) or increases in the amount of the revolving commitments in respect of a Revolving Credit Facility (each, an
“Incremental Revolving Commitment” and loans pursuant thereto “Incremental Revolving Loans” and, collectively with the Incremental Term Loans,
“Incremental Loans”), by an amount not in excess of the Incremental Total Cap in the aggregate and not less than […***…] individually or any larger
multiple of […***…]. Each such notice shall specify (x) the date (each, an “Increase Effective Date”) on which the Borrower proposes that the increased or
new Commitments shall be effective, which shall be a date not less than five (5) Business Days (or such lesser period as may be consented to by the
Administrative Agent) after the date on which such notice is delivered to the Administrative Agent and (y) the identity of each Eligible Assignee to whom the
Borrower proposes any portion of such increased or new Commitments be allocated and the amounts of such allocations; provided that any existing Lender
approached to provide all or a portion of the increased or new Commitments may elect or decline, in its sole discretion, to provide such increased or new
Commitment; provided, further, that the consent (not to be unreasonably withheld, conditioned or delayed) of the Administrative Agent with respect to the
Persons providing such Incremental Loans, Incremental Term Loan Commitments or Incremental Revolving Commitments shall be required to the extent
such consent otherwise would be required under Section 10.01.

 
(b)                Conditions. The increased or new Commitments shall become effective as of the Increase Effective Date; provided that:
 

(i)                 the representations and warranties of each Loan Party set forth in Article V and in each other Loan Document shall be true and
correct in all material respects on and as of the Increase Effective Date with the same effect as though made on and as of such date, except to the
extent such representations and warranties expressly relate to an earlier date, in which case they shall be true and correct in all material respects as of
such earlier date; provided that any representation and warranty that is qualified as to “materiality,” “Material Adverse Effect” or similar language
shall be true and correct (after giving effect to any qualification therein) in all respects on such respective dates; provided, further, that, with respect
to any Increase Amendment incurred for purposes of financing a Limited Condition Transaction, only the Specified Representations (and not any
other representations or warranties in Article V or any of the other Loan Documents or otherwise) shall be required to be true and correct in all
material respects on and as of the Increase Effective Date, except to the extent such representations and warranties expressly relate to an earlier date,
in which case they shall be true and correct in all material respects as of such earlier date; provided that any representation and warranty that is
qualified as to “materiality,” “Material Adverse Effect” or similar language shall be true and correct (after giving effect to any qualification therein)
in all respects on such respective dates;
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(ii)               no Default or Event of Default shall have occurred and be continuing or would result from the Borrowing to be made on the
Increase Effective Date (x) in the case of any Increase Amendment incurred for purposes of financing a Limited Condition Transaction, on the date of
the execution and delivery of the applicable definitive purchase agreement in connection with such Limited Condition Transaction and (y) in the
case of any other Increase Amendment, on the date of the Increase Effective Date;

 
(iii)             after giving effect to such Incremental Term Loan Commitments, Incremental Revolving Commitments and Incremental Loans

and the application of the proceeds thereof, and assuming that all Incremental Revolving Commitments are borrowed in full, the Borrower shall be
in compliance on a Pro Forma Basis with a Total Leverage Ratio equal to the lesser of (x) the financial covenant contained in Section 7.15 for the
Test Period then most recently ended for which financial statements have been delivered or are required to have been delivered to the Administrative
Agent pursuant to Section 6.01(a) or (b), as the case may be and (y) […***…] (assuming, for purposes of such calculations, that all commitments
under any Incremental Facility are fully drawn);

 
(iv)              the Borrower shall deliver or cause to be delivered a certificate of a Responsible Officer certifying compliance with the

foregoing conditions; and
 
(v)                to the extent reasonably requested by the Administrative Agent, receipt by the Administrative Agent of (A) customary legal

opinions, board resolutions and officers’ certificates (including solvency certificates) consistent with those delivered on the Closing Date
(conformed as appropriate) other than changes to such legal opinions resulting from a change in law, change in fact or change to counsel’s form of
opinion reasonably satisfactory to the Administrative Agent and (B) reaffirmation agreements and/or such amendments to the Guaranty and the
Collateral Documents as may be reasonably requested by the Administrative Agent.

 
(c)                Terms of New Loans and Commitments. The terms and provisions of Loans made pursuant to the new Commitments shall be as follows:
 

(i)                 terms and provisions of (A) Incremental Revolving Commitments and Incremental Revolving Loans shall be, except as
otherwise set forth herein, (i) in the case of Incremental Revolving Commitments or Incremental Revolving Loans establishing the initial Revolving
Credit Facility, on terms and conditions identical to those of the Term Loans, provided that (x) the provisions of this Agreement, and defined terms
relating thereto, shall be amended by the Borrower and the Administrative Agent to incorporate provisions reasonably satisfactory to the
Administrative Agent, the Borrower and each Person acting as a letter of credit issuer or swingline lender and customary for revolving credit
facilities, including, without limitation, (1) extensions of the maturity date of the Incremental Revolving Commitments on terms consistent with
Section 2.16, (2) customary provisions relating to borrowing procedures and requirements, (3) customary differences with respect to assignments and
participations, (4) customary voting and approval rights of any letter of credit issuer or swing line lender, (5) “defaulting lender” and cash
collateralization requirements customary for revolving credit facilities (and letter of credit and swingline sub-facilities) and (6) application of
proceeds of voluntary and mandatory prepayments (which shall, in the case of mandatory prepayments, require the prepayment in full of all Term
Loans and Incremental Term Loans prior to the application of mandatory prepayments to the Revolving Credit Facility and any extensions of credit
thereunder) and conforming amendments shall be effected to the terms hereof by the Borrower and the Administrative Agent, in each case without
the consent of any other Lender and (y) the terms and conditions of such Revolving Credit Facility may have terms not substantially identical to the
Initial Term Loans to the extent that such terms are solely applicable after the Maturity Date for the Initial Term Loans (as such date may be
extended), and (ii) in the case of subsequent Incremental Revolving Commitments and Incremental Revolving Loans, identical to the Incremental
Revolving Commitments and Incremental Revolving Loans, respectively, under the initial Revolving Credit Facility and (B) Incremental Term
Loans shall be, except as otherwise set forth herein or in the Increase Amendment, identical to the Term Loans (it being understood that Incremental
Term Loans may be a part of the Term Loans) or otherwise reasonably satisfactory to the Administrative Agent;

 
Confidential and Proprietary 

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

71 



 

(ii)               the Applicable Margins and fees for the Incremental Loans and any commitment fees or letter of credit fees in respect of any
Incremental Revolving Commitments shall be determined by the Borrower and the Lenders of the Incremental Loans; provided that, if the
Applicable Margins (or similar measure of interest margin) for any Incremental Term Loans incurred on or prior to the date that is 18 months
following the Closing Date are more than […***…]% per annum higher than the Applicable Margins for the Initial Term Loans, then the Applicable
Margins for the Initial Term Loans shall be increased to the extent necessary so that the Applicable Margins (or similar measure of interest margin)
for the Initial Term Loans are equal to the Applicable Margins for the Incremental Term Loans […***…]; provided, further, that in determining the
Applicable Margins applicable to the Term Loans and the Incremental Term Loans, (x) any pricing floors, recurring fees and all other similar fees,
OID or upfront fees shall be included (with such OID being amortized over the shorter of (A) the Weighted Average Life to Maturity of such
Incremental Term Loans and (B) four (4) years) and (y) customary arrangement, structuring or underwriting fees not payable to all Lenders in
connection with the Initial Term Loans or the Incremental Term Loans shall be excluded;

 
(iii)             the Weighted Average Life to Maturity of any Incremental Term Loans shall be no shorter than the Weighted Average Life to

Maturity of the Initial Term Loans. The maturity date of any Incremental Facility shall not be earlier than the Maturity Date applicable to the Initial
Term Loan, and no Revolving Credit Facility or Incremental Revolving Commitments will have any scheduled commitment reductions or
scheduled amortization prior to the Maturity Date for the Initial Term Loans. The Incremental Loans shall share ratably with the existing Term Loans
with respect to the Guaranty, the security interests created by the Collateral Documents (and shall not benefit from any other guaranty or security
interest in any other collateral) and, except as set forth below and in Section 2.09 with respect to mandatory prepayments, payment rights;

 
(iv)              the Incremental Term Loans may participate on a pro rata basis or less than pro rata basis (but not on a greater than pro rata

basis) in any voluntary prepayments pursuant to Section 2.09(a)(i) or any mandatory prepayments of Term Loans under Section 2.09(b), as specified
in the applicable Increase Amendment; and

 
(v)                the terms of such Incremental Facility, to the extent not otherwise addressed in the foregoing clauses (i) through (iv), shall be as

set forth in the applicable Increase Amendment, provided that no Incremental Facility may have covenants or defaults (other than pricing, call
protection and premiums) more favorable to the Lenders in respect of such Incremental Facility than the terms applicable to the Initial Term Loans or
any prior Class of Incremental Term Loans (except for covenants or defaults applicable solely after the latest Maturity Date of the Term Loans or
such prior Class of Incremental Term Loans at the time of incurrence) unless such terms are agreed to by the Administrative Agent and the Lenders in
respect of the Term Loans then outstanding receive the benefit of such terms.
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The Incremental Term Loan Commitments and the Incremental Revolving Commitments shall be effected by an amendment and, if applicable,
joinder agreement (the “Increase Amendment”) executed by the Borrower, the Administrative Agent and each Lender making such Incremental Term Loan
Commitment or Incremental Revolving Commitment, as applicable, in form and substance satisfactory to each of them. The Increase Amendment may,
without the consent of any other Lenders, effect such amendments to this Agreement and the other Loan Documents as may be necessary or appropriate, in
the opinion of the Administrative Agent, to effect the provisions of this Section 2.15 and may constitute an amendment and restatement of this Agreement.

 
(d)                Effectiveness. On any Increase Effective Date on which new Commitments for Term Loans are effective, subject to the satisfaction of the

foregoing terms and conditions, each Lender of such new Commitment shall make a Term Loan to the Borrower in an amount equal to its Incremental Term
Loan Commitment or establish its Incremental Revolving Commitment in favor of the Borrower.

 
(e)                Equal and Ratable Benefit. The Loans and Commitments established pursuant to this Section 2.15 shall constitute Loans and

Commitments under, and shall be entitled to all the benefits afforded by, this Agreement and the other Loan Documents, and shall, without limiting the
foregoing, benefit equally and ratably from the Guaranty and security interests created by the Collateral Documents. The Loan Parties shall take any actions
reasonably required by the Administrative Agent and/or the Collateral Agent to ensure and/or demonstrate that the Lien and security interests granted by the
Collateral Documents continue to be perfected under the UCC or otherwise after giving effect to the establishment of any such Class of Loans or any such
new Commitments.

 
Section 2.16            Extensions of Term Loans.
 
(a)                Notwithstanding anything to the contrary in this Agreement, pursuant to one or more offers (each, an “Extension Offer”) made from time

to time by the Borrower to all Lenders of Term Loans of a Class with a like Maturity Date, on a pro rata basis (based on the aggregate outstanding principal
amount of the respective Term Loans of such Class with a like Maturity Date) and on the same terms to each such Lender, the Borrower is hereby permitted to
consummate from time to time transactions with individual Lenders that accept the terms contained in such Extension Offers to extend the maturity date of
each such Lender’s Term Loans and otherwise modify the terms of such Term Loans pursuant to the terms of the relevant Extension Offer (including, without
limitation, by increasing the interest rate or fees payable in respect of such Term Loans and/or modifying the amortization schedule in respect of such
Lender’s Term Loans, but subject to the applicable terms of clauses (ii) through (iv) below) (each, an “Extension”, and each group of Term Loans, in each
case as so extended, as well as the original Term Loans (not so extended), being a separate Class, any Extended Term Loans shall constitute a separate Class
of Term Loans from the Class of Term Loans from which they were converted, so long as the following terms are satisfied (it being understood that no such
Lender shall have any obligation to commit to any such Extension):

 
(i)                 [Reserved];
 
(ii)               except as to interest rates, fees, premiums, amortization, final maturity date, optional prepayment terms, mandatory prepayment

dates and participation in prepayments (which shall, subject to the immediately succeeding clauses (iv), (v) and (vi), be determined by the Borrower
and set forth in reasonable detail in the relevant Extension Offer), the Term Loans, as the case may be, of any Term Lender that agrees to an
Extension with respect to such Term Loans (an “Extending Term Loan Lender”) extended pursuant to any Extension (“Extended Term Loans”),
shall have terms applicable prior to the original Maturity Date applicable to the Term Loans subject to such Extension, as the case may be, no more
favorable in any material respect, taken as a whole, to the Extending Term Loan Lender than the terms of the Class of Term Loans subject to such
Extension Offer;
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(iii)             the final maturity date of any Extended Term Loans shall be no earlier than the Latest Maturity Date at the time of the respective
Extension;

 
(iv)              the Weighted Average Life to Maturity of any Extended Term Loans shall be no shorter than the remaining Weighted Average

Life to Maturity of the Term Loans extended thereby, and, prior to the originally scheduled Maturity Date, such Extended Term Loans do not
require scheduled principal payments in any calendar quarter greater (as a percentage of the original amount thereof) than those of the Term Loans
not so extended;

 
(v)                any Extended Term Loans may participate on a pro rata basis or a less than pro rata basis (but not greater than a pro rata basis)

in any voluntary or mandatory repayments or prepayments hereunder, in each case as specified in the respective Extension Offer;
 
(vi)              if the aggregate principal amount of Term Loans (calculated on the face amount thereof) in respect of which Term Lenders shall

have accepted the relevant Extension Offer shall exceed the maximum aggregate principal amount of Term Loans offered to be extended by the
Borrower pursuant to such Extension Offer, then the Term Loans of such Term Lenders shall be extended ratably up to such maximum amount based
on the respective principal amounts with respect to which such Term Lenders have accepted such Extension Offer;

 
(vii)            all documentation in respect of such Extension shall be consistent with the foregoing; and
 
(viii)          any applicable Minimum Extension Condition shall be satisfied unless waived by the Borrower.
 

(b)                With respect to all Extensions consummated by the Borrower pursuant to this Section, (i) such Extensions shall not constitute voluntary
or mandatory payments or prepayments for purposes of Section 2.09 and (ii) no Extension Offer is required to be in any minimum amount or any minimum
increment, provided that the Borrower may at its election specify as a condition (a “Minimum Extension Condition”) to consummating any such Extension
that a minimum amount (to be determined and specified in the relevant Extension Offer in the Borrower’s sole discretion and may be waived by the Borrower)
of Term Loans of any or all applicable Classes be tendered. The Administrative Agent and the Lenders hereby consent to the Extensions and the other
transactions contemplated by this Section 2.16 (including, for the avoidance of doubt, payment of any interest, fees or premium in respect of any Extended
Term Loans on such terms as may be set forth in the relevant Extension Offer) and hereby waive the requirements of any provision of this Agreement
(including, without limitation, Section 2.12 or any other pro rata payment section) or any other Loan Documents that may otherwise prohibit or restrict any
such Extension or any other transaction contemplated by this Section 2.16.

 
(c)                No consent of any Lender or any Agent shall be required to effectuate any Extension, other than the consent of each Lender agreeing to

such Extension with respect to one or more of its Term Loans (or a portion thereof). All Extended Term Loans and all obligations in respect thereof shall be
Senior Credit Obligations under this Agreement and the other Loan Documents that are secured by the Collateral on a pari passu basis with all other
applicable Senior Credit Obligations under this Agreement and the other Loan Documents. The Lenders hereby irrevocably authorize the Administrative
Agent and, to the extent applicable, the Collateral Agent, to enter into amendments to this Agreement and the other Loan Documents with the Borrower and
other Loan Parties as may be necessary in order to establish new Classes in respect of Term Loans so extended and such technical amendments as may be
necessary or appropriate in the reasonable opinion of the Administrative Agent and the Borrower in connection with the establishment of such new Classes,
in each case on terms consistent with this Section 2.16.
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(d)                In connection with any Extension, the Borrower shall provide the Administrative Agent at least ten (10) Business Days (or such shorter
period as may be agreed by the Administrative Agent) prior written notice thereof and shall agree to such procedures (to ensure reasonable administrative
management of the Loans and Commitments hereunder after such Extension), if any, as may be established by, or acceptable to, the Administrative Agent, in
each case acting reasonably to accomplish the purposes of this Section 2.16.

 
(e)                This Section 2.16 shall supersede any provisions in Section 2.12, Section 2.13, Section 2.14 or Section 10.01 to the contrary.
 
Section 2.17            Refinancing Amendments.
 
(a)                On one or more occasions after the Closing Date, the Borrower may, by notice to the Administrative Agent (a “ Refinancing Loan

Request”), request Refinancing Term Commitments in respect of all or any portion of the Term Loans of any Class or Classes (including any Incremental
Term Loans) then outstanding under this Agreement.

 
(b)                On any Refinancing Facility Closing Date on which any Refinancing Term Commitments of any Class are effected, subject to the

satisfaction of the terms and conditions in this Section 2.17, (i) each Term Lender that agrees to such Refinancing Loan Request (a “Refinancing Term
Lender”) of such Class shall make a Refinancing Term Loan to the Borrower in an amount equal to its Refinancing Term Commitment of such Class and (ii)
each Refinancing Term Lender of such Class shall become a Lender hereunder with respect to the Refinancing Term Commitment of such Class and the
Refinancing Term Loans of such Class made pursuant thereto.

 
(c)                Each Refinancing Loan Request from the Borrower pursuant to this Section 2.17 shall set forth the requested amount and proposed terms

of the relevant Refinancing Term Loans.  Refinancing Term Loans may be provided by any Refinancing Term Lender.
 
(d)                The effectiveness of any Refinancing Amendment, and the Refinancing Term Commitments thereunder, shall be subject to the

satisfaction on the date thereof (a “Refinancing Facility Closing Date”) of each of the following conditions, together with any other conditions set forth in
the Refinancing Amendment:

 
(i)                 after giving effect to such Refinancing Term Commitments and the Refinancing Term Loans to be made pursuant thereto, the

conditions of Section 4.02 shall be satisfied;
 
(ii)               each Refinancing Term Commitment shall be in an aggregate principal amount that is not less than […***…] and shall be in an

increment of […***…] (provided that such amount may be less than […***…] and not in an increment of […***…] if such amount is equal to the
entire outstanding principal amount of the Term Loans to be refinanced thereby); and

 
(iii)             to the extent reasonably requested by the Administrative Agent, receipt by the Administrative Agent of (A) customary legal

opinions, board resolutions and officers’ certificates (including solvency certificates) consistent with those delivered on the Closing Date
(conformed as appropriate) other than changes to such legal opinions resulting from a change in law, change in fact or change to counsel’s form of
opinion reasonably satisfactory to the Administrative Agent and (B) reaffirmation agreements and/or such amendments to the Guaranty and the
Collateral Documents as may be reasonably requested by the Administrative Agent in order to ensure that such Refinancing Term Lenders are
provided with the benefit of the applicable Loan Documents.
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(e)                The terms, provisions and documentation of the Refinancing Term Loans and Refinancing Term Commitments shall be as agreed
between the Borrower and the applicable Refinancing Term Lenders providing such Refinancing Term Commitments, and except as otherwise set forth
herein, to the extent not identical to any Class of Term Loans existing on the Refinancing Facility Closing Date, shall satisfy the applicable requirements set
forth in the provisos to the definition of “Credit Agreement Refinancing Indebtedness”; provided that (i) such Refinancing Term Loans may participate on (I)
a pro rata basis or less than pro rata basis (but not greater than a pro rata basis) in any voluntary prepayments of Term Loans hereunder and (II) a pro rata
basis or less than pro rata basis (but not on a greater than pro rata basis) in any mandatory prepayments of Term Loans hereunder, (ii) shall have the same
rank in right of payment with respect to the other Senior Credit Obligations as the applicable Term Loans being refinanced and (iii) shall be secured by the
Collateral and shall have the same rank in right of security with respect to the other Senior Credit Obligations as the applicable Term Loans being refinanced.

 
(f)                 Each of the parties hereto hereby agrees that this Agreement and the other Loan Documents may be amended pursuant to a Refinancing

Amendment, without the consent of any other Lenders, to the extent (but only to the extent) necessary to (i) reflect the existence and terms of the Credit
Agreement Refinancing Indebtedness incurred pursuant thereto and (ii) make such other changes to this Agreement and the other Loan Documents consistent
with the provisions and intent of Section 10.01(d) and (iii) effect such other amendments to this Agreement and the other Loan Documents as may be
necessary or appropriate, in the reasonable opinion of the Administrative Agent and the Borrower, to effect the provisions of this Section 2.17, and the
Lenders hereby expressly authorize the Administrative Agent and the Collateral Agent to enter into any such Refinancing Amendment.

 
(g)                In lieu of incurring any Refinancing Term Loans, the Borrower may, upon notice to the Administrative Agent, at any time or from time to

time after the Closing Date issue, incur or otherwise obtain Credit Agreement Refinancing Indebtedness in accordance with the definition of “Credit
Agreement Refinancing Indebtedness”.

 
(h)                This Section 2.17 shall supersede any provisions in Section 2.13 or 10.01 to the contrary.
 
Section 2.18            Defaulting Lenders.
 
(a)                Adjustments. Notwithstanding anything to the contrary contained in this Agreement, if any Lender becomes a Defaulting Lender, then,

until such time as that Lender is no longer a Defaulting Lender, to the extent permitted by applicable Law:
 

(i)                 Waivers and Amendments . Such Defaulting Lender’s right to approve or disapprove any amendment, waiver or consent with
respect to this Agreement shall be restricted as set forth in Section 10.01.

 
(ii)               Application of Payments. Any payment of principal, interest, fees or other amounts received by the Administrative Agent for the

account of such Defaulting Lender (whether voluntary or mandatory, at maturity, pursuant to Article VIII or otherwise, and including any amounts
made available to the Administrative Agent by such Defaulting Lender pursuant to Section 10.08), shall be applied at such time or times as may be
determined by the Administrative Agent as follows: first, to the payment of any amounts owing by such Defaulting Lender to the Administrative
Agent hereunder; second, as the Borrower may request (so long as no Default or Event of Default exists), to the funding of any Loan in respect of
which such Defaulting Lender has failed to fund its portion thereof as required by this Agreement, as determined by the Administrative Agent; third,
if so determined by the Administrative Agent and the Borrower, to be held in a non-interest bearing deposit account and released pro rata in order to
satisfy such Defaulting Lender’s potential future funding obligations with respect to Loans under this Agreement, if any; fourth, to the payment of
any amounts owing to the Lenders as a result of any judgment of a court of competent jurisdiction obtained by any Lender against such Defaulting
Lender as a result of such Defaulting Lender’s breach of its obligations under this Agreement; fifth, so long as no Default or Event of Default exists,
to the payment of any amounts owing to the Borrower as a result of any judgment of a court of competent jurisdiction obtained by the Borrower
against such Defaulting Lender as a result of such Defaulting Lender’s breach of its obligations under this Agreement; and sixth, to such Defaulting
Lender or as otherwise directed by a court of competent jurisdiction. Any payments, prepayments or other amounts paid or payable to a Defaulting
Lender that are applied (or held) to pay amounts owed by a Defaulting Lender shall be deemed paid to and redirected by such Defaulting Lender,
and each Lender irrevocably consents hereto.
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(b)                Defaulting Lender Cure. If the Borrower and the Administrative Agent agree in writing in their sole discretion that a Defaulting Lender
should no longer be deemed to be a Defaulting Lender, the Administrative Agent will so notify the parties hereto, whereupon as of the effective date specified
in such notice and subject to any conditions set forth therein (which may include arrangements with respect to any cash collateral), such Lender will, to the
extent applicable, purchase at par that portion of outstanding Loans of the other Lenders or take such other actions as the Administrative Agent may
determine to be necessary to cause the Loans to be held on a pro rata basis by the Lenders in accordance with their Applicable Percentages, whereupon such
Lender will cease to be a Defaulting Lender; provided that no adjustments will be made retroactively with respect to fees accrued or payments made by or on
behalf of the Borrower while such Lender was a Defaulting Lender; and provided, further, that except to the extent otherwise expressly agreed by the affected
parties, no change hereunder from Defaulting Lender to Lender will constitute a waiver or release of any claim of any party hereunder arising from such
Lender’s having been a Defaulting Lender.

 
ARTICLE III

TAXES, YIELD PROTECTION AND ILLEGALITY
 

Section 3.01            Taxes.
 
(a)                Payments Free of Taxes. Any and all payments made by or on account of any obligation of the Loan Parties hereunder or under any other

Loan Document shall be made free and clear of and without deduction or withholding for any Taxes, except as required by applicable Law, provided that if
any applicable withholding agent shall be required by applicable Law (as determined in good faith by the applicable withholding agent) to deduct or
withhold any Taxes from such payments, then (i) the applicable withholding agent shall make such deductions or withholdings, (ii) the applicable
withholding agent shall timely pay the full amount deducted or withheld to the relevant Governmental Authority in accordance with applicable Law and (iii)
if such Tax is an Indemnified Tax, the sum payable by the applicable Loan Party shall be increased as necessary so that after such deductions or withholdings
have been made (including deductions applicable to additional sums payable under this Section 3.01) the applicable Agent or Lender, as the case may be,
receives an amount equal to the sum it would have received had no such deductions or withholdings been made.

 
(b)                Payment of Other Taxes by the Loan Parties . Without limiting the provisions of subsection (a) above, the Loan Parties shall timely pay

to the relevant Governmental Authority in accordance with applicable Law, or at the option of the Administrative Agent timely reimburse it for the payment
of, any Other Taxes.

 
(c)                Indemnification by the Loan Parties. Without duplication of any additional amounts paid under Section 3.01(a), the Loan Parties shall

indemnify each Agent, and each Lender, within ten (10) days after demand therefor, for the full amount of any Indemnified Taxes (including Indemnified
Taxes imposed or asserted on or attributable to amounts payable under this Section 3.01) payable by such Agent, or such Lender, as the case may be, or
required to be withheld or deducted from a payment to such Agent, or such Lender, as the case may be, and any penalties, interest and reasonable expenses
arising therefrom or with respect thereto, whether or not such Indemnified Taxes were correctly or legally imposed or asserted by the relevant Governmental
Authority. A certificate as to the amount of such payment or liability delivered to the Borrower by a Lender (with a copy to such Agent), or by an Agent on its
own behalf or on behalf of a Lender, shall be conclusive absent manifest error.
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(d)                Evidence of Payments. As soon as practicable after any payment of Taxes by a Loan Party to a Governmental Authority pursuant to this
Section 3.01, such Loan Party shall deliver to the Administrative Agent the original or a certified copy of a receipt issued by such Governmental Authority
evidencing such payment, a copy of the return reporting such payment or other evidence of such payment reasonably satisfactory to the Administrative
Agent.

 
(e)                Status of Lenders. Each Lender (including an assignee) shall on or before the date on which it becomes a party to this Agreement, at such

times other as are reasonably requested by the Borrower or the Administrative Agent and at the time or times prescribed by Law, provide the Borrower and the
Administrative Agent with any documentation prescribed by Law or reasonably requested by the Borrower or the Administrative Agent, as will permit the
Borrower or the Administrative Agent, as the case may be, (A) to determine whether or not payments made under any Loan Document are subject to
withholding Taxes, (B) to determine, if applicable, the required rate of withholding or deduction and (C) to establish such Lender’s entitlement to any
available exemption from, or reduction of, applicable withholding Taxes in respect of any payments to be made to such Lender pursuant to any Loan
Document or otherwise to establish such Lender’s status for withholding Tax purposes in an applicable jurisdiction. In addition, any Lender, if reasonably
requested by the Borrower or the Administrative Agent, shall deliver such other documentation prescribed by applicable Law or reasonably requested by the
Borrower or the Administrative Agent as will enable the Borrower or the Administrative Agent to determine whether or not such Lender is subject to backup
withholding or information reporting requirements. Each such Lender shall, whenever a lapse in time or change in circumstances renders such documentation
expired, obsolete or inaccurate in any material respect, deliver promptly to the Borrower and the Administrative Agent updated or other appropriate
documentation (including any new documentation reasonably requested by the applicable withholding agent or Borrower) or promptly notify the Borrower
and the Administrative Agent in writing of its legal inability to do so. Notwithstanding anything to the contrary in the preceding sentences, the completion,
execution and submission of such documentation (other than such documentation set forth in Sections 3.01(e)(i)(A), 3.01(e)(i)(B)(1)-(4) and (6)) shall not be
required if in the Lender’s reasonable judgment such completion, execution or submission would subject such Lender to any material unreimbursed cost or
expense or would materially prejudice the legal or commercial position of such Lender.

 
(i)                 Without limiting the generality of the foregoing:
 

(A)              Each Lender (including an assignee) that is a United States person (as defined in Section 7701(a)(30) of the Code) shall
deliver to the Borrower and the Administrative Agent on or before the date on which it becomes a party to this Agreement (and from time to
time thereafter when required by Law or upon the reasonable request of the Borrower or the Administrative Agent) two properly completed
and duly signed original copies of Internal Revenue Service Form W-9 (or any successor form) certifying that such Lender is exempt from
U.S. federal backup withholding Tax.

 
(B)               Each Lender (including an assignee) that is not a United States person (as defined in Section 7701(a)(30) of the Code)

shall deliver to the Borrower and the Administrative Agent on or before the date on which it becomes a party to this Agreement (and from
time to time thereafter when required by Law or upon the reasonable request of the Borrower or the Administrative Agent) whichever of the
following is applicable:
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(1)                two (2) duly completed original copies of Internal Revenue Service Form W-8BEN or Form W-8BEN-E, as
applicable, (or any successor forms) certifying that such Lender is not a U.S. Person and, to the extent applicable, is eligible for
benefits of an income Tax treaty to which the United States is a party,

 
(2)                two (2) duly completed original copies of Internal Revenue Service Form W-8ECI (or any successor forms)

claiming that specified payments (as applicable) hereunder or any other Loan Documents (as applicable) constitute income that is
effectively connected with such Lender’s conduct of a trade or business in the United States,

 
(3)                in the case of a Lender (including an assignee) claiming the benefits of the exemption for portfolio interest

under Sections 881(c) or 871(h) of the Code, (x) a certificate, in substantially the form of Exhibit F (any such certificate a “United
States Tax Compliance Certificate”), or any other form approved by the Borrower and the Administrative Agent, to the effect that
such Lender is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, a “10 percent shareholder” of the Borrower
within the meaning of Section 881(c)(3)(B) of the Code, or a “controlled foreign corporation” described in Section 881(c)(3)(C) of
the Code, and that no payments in connection with the Loan Documents are effectively connected with such Lender’s conduct of a
U.S. trade or business and (y) two (2) duly completed original copies of Internal Revenue Service Form W-8BEN or Form W-8BEN-
E, as applicable (or any successor forms),

 
(4)                to the extent a Lender is not the beneficial owner, two (2) duly completed original copies of Internal Revenue

Service Form W-8IMY (or any successor forms) of the Lender, accompanied by a Form W-8ECI, W-8BEN or W-8BEN-E, United
States Tax Compliance Certificate, Form W-9, Form W-8IMY (or other successor forms) or any other certification documents from
each beneficial owner, as applicable (provided that, if the Lender is a partnership and one or more beneficial owners are claiming
the portfolio interest exemption, the United States Tax Compliance Certificate may be provided by such Lender on behalf of such
beneficial owner(s), it being understood that a Lender need not provide certificates or supporting documentation from beneficial
owner(s) if (x) the Lender is a “qualified intermediary” or “withholding foreign partnership” for U.S. federal income Tax purposes
and (y) such Lender is as a result able to establish, and does establish, that payments to such Lender are, to the extent applicable,
entitled to an exemption from or, if an exemption is not available, a reduction in the rate of, U.S. federal withholding Taxes
without providing such certificates or supporting documentation unless provision of such certificates or supporting
documentation is required by applicable Law in order to support such a claim of exemption from or reduction to applicable
withholding Taxes),

 
(5)                any other form prescribed by applicable requirements of U.S. federal income Tax Law as a basis for claiming

exemption from or a reduction in U.S. federal withholding Tax duly completed together with such supplementary documentation
as may be prescribed by applicable requirements of Law to permit the Borrower or the Administrative Agent to determine the
withholding or deduction required to be made, or

 
(C)               If a payment made to a Lender under any Loan Document would be subject to U.S. federal withholding Tax imposed by

FATCA if such Lender were to fail to comply with the applicable reporting requirements of FATCA (including those contained in Section
1471(b) or 1472(b) of the Code, as applicable), such Lender shall deliver to the Borrower and the Administrative Agent at the time or times
prescribed by law and at such time or times reasonably requested by the Borrower or the Administrative Agent such documentation
prescribed by applicable Law (including as prescribed by Section 1471(b)(3)(C)(i) of the Code) and such additional documentation
reasonably requested by the Borrower or the Administrative Agent as may be necessary for the Borrower and the Administrative Agent to
comply with their obligations under FATCA and to determine that such Lender has complied with such Lender’s obligations under FATCA
or to determine the amount to deduct and withhold from such payment. Solely for purposes of this clause (C), “FATCA” shall include any
amendments made to FATCA after the date of this Agreement.
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(ii)               Each Lender shall, from time to time after the initial delivery by such Lender of the forms described above, whenever a lapse in
time or change in such Lender’s circumstances renders such forms, certificates or other evidence so delivered expired, obsolete or inaccurate,
promptly (1) deliver to the Borrower and the Administrative Agent (in such number of copies as shall be requested by the recipient) renewals,
amendments or additional or successor forms, properly completed and duly executed by such Lender, together with any other certificate or statement
of exemption required in order to confirm or establish such Lender’s status or that such Lender is entitled to an exemption from or reduction in U.S.
federal withholding Tax or (2) notify Administrative Agent and the Borrower in writing of its legal inability to deliver any such forms, certificates or
other evidence.

 
(iii)             Notwithstanding any other provision of this clause (e), a Lender shall not be required to deliver any form that such Lender is not

legally eligible to deliver.
 

(f)                 Treatment of Certain Refunds . If any party determines, in its sole discretion exercised in good faith, that it has received a refund of any
Indemnified Taxes as to which it has been indemnified by a Loan Party, or with respect to which a Loan Party has paid additional amounts pursuant to this
Section, it shall pay to such Loan Party an amount equal to such refund (but only to the extent of indemnity payments made, or additional amounts paid, by
such Loan Party under this Section, with respect to the Indemnified Taxes giving rise to such refund), net of all out-of-pocket expenses of such indemnified
party, and without interest (other than any interest paid by the relevant Governmental Authority with respect to such refund and net of any Taxes payable by
any indemnified party thereon), provided that such applicable Loan Party, upon the request of such indemnified party , agrees to repay the amount paid over
to the applicable Loan Party (plus any penalties, interest or other charges imposed by the relevant Governmental Authority) to such indemnified party in the
event such indemnified party is required to repay such refund to such Governmental Authority. Notwithstanding anything to the contrary in this paragraph
(f), in no event will any indemnified party be required to pay any amount to any Loan Party pursuant to this paragraph (f) the payment of which would put
such indemnified party in a less favorable net after-Tax position than such indemnified party would have been in if the Tax subject to indemnification and
giving rise to such refund had not been deducted, withheld or otherwise imposed and the indemnification payments or additional amounts with respect to
such Tax had never been paid. This subsection shall not be construed to require any indemnified party to make available its Tax returns (or any other
information relating to its Taxes that it deems confidential) to the Borrower or any other Person.

 
(g)                Each party’s obligations under this Section 3.01 shall survive the resignation or replacement of any Agent or any assignment of rights

by, or the replacement of, a Lender, the termination of the Commitments and repayment, satisfaction or discharge of all obligations under any Loan
Document.

 
Section 3.02            Illegality. If, on or after the Closing Date (or with respect to any Lender, if later, the date on which such Lender became a Lender),

the adoption of any applicable Law, or any change in any applicable Law, or any change in the interpretation or administration thereof by any Governmental
Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Lending Office)
with any request or directive (whether or not having the force of Law) of any such authority, central bank or comparable agency shall make it unlawful or
impossible for any Lender (or its Lending Office) to make, maintain or fund any of its Eurodollar Loans and such Lender shall so notify the Administrative
Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the Borrower, whereupon, until such Lender notifies the
Borrower and the Administrative Agent that the circumstances giving rise to such suspension no longer exist, the obligation of such Lender to make
Eurodollar Loans, or to convert outstanding Loans into Eurodollar Loans, shall be suspended. If such notice is given, each Eurodollar Loan of such Lender
then outstanding shall be converted to a Base Rate Loan either (i) on the last day of the then current Interest Period applicable to such Eurodollar Loan, if
such Lender may lawfully continue to maintain and fund such Loan to such day or (ii) immediately, if such Lender shall determine that it may not lawfully
continue to maintain and fund such Loan to such day.
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Section 3.03            Inability To Determine Rates. If on or prior to the first day of any Interest Period for any Eurodollar Loan:
 

(i)                 the Administrative Agent determines (which determination shall be conclusive) that by reason of circumstances affecting the
relevant market, adequate and reasonable means do not exist for ascertaining the applicable Eurodollar Rate for such Interest Period; or

 
(ii)               the Required Lenders advise the Administrative Agent that the Eurodollar Rate as determined by the Administrative Agent will

not adequately and fairly reflect the cost to such Lenders of funding their Eurodollar Loans for such Interest Period;
 

the Administrative Agent shall forthwith give notice thereof to the Borrower and the Lenders, whereupon, until the Administrative Agent notifies the
Borrower that the circumstances giving rise to such suspension no longer exist, (i) the obligations of the Lenders to make Eurodollar Loans, or to continue or
convert outstanding Loans as or into Eurodollar Loans, shall be suspended and (ii) each outstanding Eurodollar Loan shall be converted into a Base Rate
Loan on the last day of the then current Interest Period applicable thereto. Unless the Borrower notifies the Administrative Agent prior to 12:00 P.M. on the
Business Day of the date of any Eurodollar Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow on such date,
such Borrowing shall instead be made as an Adjusted Base Rate Borrowing in the same aggregate amount as the requested Borrowing and shall bear interest
for each day from and including the first day to but excluding the last day of the Interest Period applicable thereto at the rate applicable to Revolving Base
Rate Loans for such day.
 

Section 3.04            Increased Costs and Reduced Return; Capital Adequacy.
 
(a)                Increased Costs Generally. If any Change in Law shall:
 

(i)                 impose, modify or deem applicable any reserve, special deposit, compulsory loan, insurance charge or similar requirement
against assets held by, deposits with or for the account of, or credit extended or participated in by, any Lender (or its Lending Office) (except any
reserve requirement which is reflected in the determination of the Adjusted Eurodollar Rate hereunder);

 
(ii)               subject the Administrative Agent or any Lender (or its Lending Office) to any Tax of any kind whatsoever with respect to this

Agreement or any Loan made by it, or change the basis of taxation of payments to the Administrative Agent or such Lender in respect thereof
(except for (A) Indemnified Taxes indemnified under Section 3.01(c), (B) Taxes described in clauses (ii) through (iv) of the definition of Excluded
Taxes and (C) Connection Income Taxes); or
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(iii)             impose on any Lender (or its Lending Office) or the London interbank market any other condition, cost or expense (other than
Taxes) affecting this Agreement or Eurodollar Loans made by such Lender;

 
and the result of any of the foregoing shall be to increase the cost to the Administrative Agent or such Lender (or its Lending Office) of making, converting
to, continuing on or maintaining any Loan (or of maintaining its obligation to make any such Loan), or to reduce the amount of any sum received or
receivable by the Administrative Agent or such Lender hereunder (whether of principal, interest or any other amount) then, upon request of the
Administrative Agent or such Lender, the Borrower will pay to the Administrative Agent or such Lender such additional amount or amounts as will
compensate the Administrative Agent or such Lender for such additional costs incurred or reduction suffered; provided that, with respect to any such costs
incurred or reduction suffered in connection with a Change in Law, the Borrower will be required to make such payment only to the extent the Administrative
Agent or the respective Lender generally requires similarly situated borrowers to which it is a lender to make similar payments.
 

(b)                Capital Requirements. Except with respect to any Taxes (which are addressed in Section 3.04(a)(ii)), if any Lender determines that any
Change in Law affecting such Lender or any Lending Office of such Lender or such Lender’s holding company, if any, regarding capital or liquidity
requirements has or would have the effect of reducing the rate of return on such Lender’s capital or on the capital of such Lender’s holding company, if any,
as a consequence of this Agreement, the Commitments of such Lender or the Loans made by such Lender to a level below that which such Lender or such
Lender’s holding company could have achieved but for such Change in Law (taking into consideration such Lender’s policies and the policies of such
Lender’s holding company with respect to capital adequacy), then from time to time the Borrower will pay to such Lender such additional amount or amounts
as will compensate such Lender or such Lender’s holding company for any such reduction suffered; provided that the Borrower will be required to make such
payment only if the Administrative Agent or the respective Lender requires similarly situated borrowers to which it is a lender to make similar payments.

 
(c)                Certificates for Reimbursement. A certificate of a Lender setting forth the amount necessary to compensate such Lender or its holding

company, as the case may be, as specified in subsection (a) or (b) of this Section and delivered to the Borrower shall be conclusive absent manifest error. The
Borrower shall pay such Lender the amount shown as due on any such certificate within ten (10) days after receipt thereof.

 
(d)                Delays in Requests. Failure or delay on the part of any Lender to demand compensation pursuant to the foregoing provisions of this

Section shall not constitute a waiver of such Lender’s right to demand such compensation, provided that the Borrower shall not be required to compensate a
Lender pursuant to the foregoing provisions of this Section for any increased costs incurred or reductions suffered more than 180 days prior to the date on
which Borrower receives a certificate from such Lender notifying the Borrower of the Change in Law giving rise to such increased costs or reductions as
provided in subsection (c) (except that, if the Change in Law giving rise to such increased costs or reductions is retroactive, then the 180-day period referred
to above shall be extended to include the period of retroactive effect thereof).

 
Section 3.05            Compensation for Losses. Within thirty (30) days following demand of any Lender (with a copy to the Administrative Agent)

from time to time, the Borrower shall promptly compensate such Lender for and hold such Lender harmless from any loss, cost or out-of-pocket expense
incurred by it as a result of:

 
(i)                 any continuation, conversion, payment or prepayment of any Loan other than a Base Rate Loan on a day other than the last day

of the Interest Period for such Loan (whether voluntary, mandatory, automatic, by reason of acceleration, or otherwise);
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(ii)               any failure by the Borrower (for a reason other than the failure of such Lender to make a Loan) to prepay, borrow, continue or
convert any Loan other than a Base Rate Loan on the date or in the amount notified by the Borrower; or

 
(iii)             any assignment of a Eurodollar Rate Loan on a day other than the last day of the Interest Period therefor as a result of a request

by the Borrower pursuant to Section 10.13;
 

excluding any loss of anticipated profits from maintaining such broken contract and excluding any differential on an applicable margin on funds so
redeployed but including any loss or expense arising from the liquidation or reemployment of funds obtained by it to maintain such Loan or from fees
payable to terminate the deposits from which such funds were obtained. The Borrower shall also pay any customary administrative fees charged by such
Lender in connection with the foregoing. A certificate (with reasonable supporting detail) of any Lender setting forth any amount or amounts which such
Lender is entitled to receive pursuant to this Section 3.05 shall be delivered to the Borrower and shall be conclusive absent manifest error; provided that the
Borrower shall not be required to compensate such Lender pursuant to this Section 3.05 for any loss, cost or expense incurred more than 180 days prior to the
date that such Lender notifies the Borrower in writing of the loss, cost or expense and of such Lender’s intention to claim compensation thereof; provided,
further, that, if a Change in Law giving rise to such loss, cost or expense is retroactive, then the 180-day period referred to above shall be extended to include
the period of retroactive effect thereof.
 

For purposes of calculating amounts payable by the Borrower to the Lenders under this Section 3.05, each Lender shall be deemed to have funded
each Eurodollar Rate Loan made by it at the Eurodollar Rate for such Loan by a matching deposit or other borrowing in the London interbank eurodollar
market for a comparable amount and for a comparable period, whether or not such Eurodollar Rate Loan was in fact so funded.

 
Section 3.06            Base Rate Loans Substituted for Affected Eurodollar Loans. If (i) the obligation of any Lender to make, or to continue or

convert outstanding Loans as or to, Eurodollar Loans has been suspended pursuant to Section 3.02 or (ii) any Lender has demanded compensation under
Section 3.04 with respect to its Eurodollar Loans, and in any such case the Borrower shall, by at least five (5) Business Days’ prior notice to such Lender
through the Administrative Agent, have elected that the provisions of this Section 3.06 shall apply to such Lender, then, unless and until such Lender notifies
the Borrower that the circumstances giving rise to such suspension or demand for compensation no longer exist, all Loans which would otherwise be made by
such Lender as (or continued as or converted to) Eurodollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable
contemporaneously with the related Eurodollar Loans of the other Lenders). If such Lender notifies the Borrower that the circumstances giving rise to such
suspension or demand for compensation no longer exist, the principal amount of each such Base Rate Loan shall be converted into a Eurodollar Loan on the
first day of the next succeeding Interest Period applicable to the related Eurodollar Loans of the other Lenders.

 
Section 3.07            Mitigation Obligations; Replacement of Lenders.
 
(a)                Designation of a Different Lending Office. If any Lender requests compensation under Section 3.04, or the Borrower is required to pay

any additional amount to any Lender or any Governmental Authority for the account of any Lender pursuant to Section 3.01, or if any Lender gives a notice
pursuant to Section 3.02, then such Lender shall (at the request of the Borrower) use reasonable efforts to designate a different Lending Office for funding or
booking its Loans hereunder or to assign its rights and obligations hereunder to another of its offices, branches or Affiliates, if, in the judgment of such
Lender, such designation or assignment (i) would eliminate or reduce amounts payable pursuant to Section 3.01 or 3.04, as the case may be, in the future and
(ii) would not subject such Lender to any unreimbursed cost or expense and would not otherwise be disadvantageous to such Lender in any material respect.
The Borrower hereby agrees to pay all reasonable and documented out-of-pocket costs and expenses incurred by any Lender in connection with any such
designation or assignment.
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(b)                Replacement of Lenders. If any Lender requests compensation under Section 3.04 or gives a notice under Section 3.02, or if the Borrower
is required to pay any additional amount to any Lender or any Governmental Authority for the account of any Lender pursuant to Section 3.01, the Borrower
may replace such Lender in accordance with Section 10.13.

 
Section 3.08            Survival. All of the Borrower’s obligations under this Article III shall survive termination of the Commitments and repayment of

all other Senior Credit Obligations hereunder to the extent set forth in this Article III.
 

ARTICLE IV

CONDITIONS PRECEDENT TO BORROWINGS
 

Section 4.01            Conditions to the Initial Borrowing. The obligation of each Lender to make its Initial Term Loan hereunder is subject to the
satisfaction or waiver of the following conditions precedent (except, in each case, to the extent requiring the delivery of documents or the performance of any
action required to be delivered or performed by Section 6.16):

 
(a)                Executed Loan Documents. The Administrative Agent shall have received duly executed counterparts from each party thereto of: (i) this

Agreement; (ii) the Notes; (iii) the Guaranty; (iv) the Security Agreement; (v) the Pledge Agreement; (vi) the Securities Account Control Agreement; and (vii)
the Nomura Letter Agreement.

 
(b)                Organization Documents; Secretary’s Certificate . The Administrative Agent shall have received: (i) a copy of the Organization

Documents, including all amendments thereto, of each Loan Party, certified as of a recent date by the Secretary of State or other applicable Governmental
Authority of its respective jurisdiction of organization to the extent applicable; (ii) a certificate as to the good standing (or comparable status) of each Loan
Party from such Secretary of State, as of a recent date, to the extent applicable; (iii) a certificate of the secretary or assistant secretary of each Loan Party dated
the Closing Date and certifying (A) that the Organization Documents of such Loan Party have not been amended since the date of the last amendment thereto
shown on the certificate of good standing from its jurisdiction of organization furnished pursuant to clause (ii) above and remains in full force and effect; (B)
that attached thereto is a true and complete copy of the agreement of limited partnership, operating agreement or by-laws of such Loan Party, as applicable, as
in effect on the Closing Date and at all times since a date prior to the date of the resolutions described in clause (C) below or certifying that such by-laws,
limited partnership agreement or operating agreement has not been amended, (C) that attached thereto is a true and complete copy of resolutions duly
adopted by the Board of Directors of such Loan Party authorizing the execution, delivery and performance of the Loan Documents to which it is to be a party
and, in the case of the Borrower, the borrowings hereunder, and that such resolutions have not been modified, rescinded or amended and are in full force and
effect and are the only resolutions authorizing the execution, delivery and performance of the Loan Documents; and (D) as to the incumbency and specimen
signature of each officer executing any Loan Document; and (iv) a certificate of another officer as to the incumbency and specimen signature of the secretary
or assistant secretary executing the certificate pursuant to clause (iii) above.

 
(c)                Officer’s Certificate. The Administrative Agent shall have received a certificate, dated the Closing Date and signed by a Responsible

Officer of the Borrower on behalf of each Loan Party, confirming compliance with the conditions precedent set forth in Sections 4.01(e), (g), (l) and (o).
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(d)                Opinion of Counsel. On the Closing Date, the Administrative Agent shall have received a customary written opinion of Cooley LLP,
counsel to the Loan Parties, addressed to the Administrative Agent, the Collateral Agent and each Lender, dated the Closing Date, and in form and substance
reasonably satisfactory to the Administrative Agent.

 
(e)                Indebtedness. After giving effect to the Transactions and the other transactions contemplated hereby, no Group Company shall have

outstanding any preferred equity or Indebtedness for borrowed money other than (i) the Loans and Borrowings hereunder, (ii) Indebtedness under the
Existing Subordinated Notes in an aggregate principal amount not to exceed the Existing Subordinated Notes Amount, (iii) intercompany debt among the
Borrower and the Subsidiary Guarantors, (iv) debt at the Acquired Business not to exceed […***…][…***…] in the aggregate and (v) the Indebtedness, if
any, listed on Schedule 7.01.

 
(f)                 [Reserved].
 
(g)                Material Adverse Change. Since December 31, 2014, there shall not have occurred a Closing Date Material Adverse Effect.
 
(h)                Perfection of Personal Property Security Interests and Pledges; Search Reports. The Collateral Agent shall have received:
 

(i)                 a Perfection Certificate from each Loan Party;
 
(ii)               appropriate financing statements (Form UCC-1 or such other financing statements or similar notices as shall be required by local

Law) authenticated and authorized for filing under the UCC or other applicable local law of each jurisdiction in which the filing of a financing
statement or giving of notice may be required, or reasonably requested by the Collateral Agent, to perfect the security interests intended to be
created by the Collateral Documents;

 
(iii)             copies of UCC, United States Patent and Trademark Office and United States Copyright Office, tax and judgment lien searches,

searches or equivalent reports or searches, each of a recent date listing all effective financing statements, lien notices or comparable documents that
name any Loan Party as debtor and that are filed in those state and county jurisdictions in which any Loan Party is organized or maintains its
principal place of business and such other searches that are required by the Perfection Certificate or that the Collateral Agent deems necessary or
appropriate, none of which encumber the Collateral covered or intended to be covered by the Collateral Documents (other than Permitted Liens or
any other Liens acceptable to the Collateral Agent);

 
(iv)              all of the Pledged Collateral, which Pledged Collateral shall be in suitable form for transfer by delivery, or shall be accompanied

by duly executed instruments of transfer or assignment in blank, accompanied in each case by any required transfer tax stamps, all in form and
substance reasonably satisfactory to the Collateral Agent; and

 
(v)                the Intercompany Note executed by and among the Borrower and its Subsidiaries (but excluding the Acquired Companies),

accompanied by endorsements to the Intercompany Note in the form attached thereto, undated and endorsed in blank by each of the Loan Parties,
after giving effect to the Transactions;

 
provided that, to the extent any security interest in any Collateral to be provided by any Loan Party is not or cannot be provided and/or perfected on
the Closing Date (other than the pledge and perfection of the security interest in the Equity Interests of each Loan Party’s direct U.S. Wholly Owned
Subsidiaries that are required to be pledged pursuant to this Agreement and the other Loan Documents and other assets of the Borrower and the
Subsidiary Guarantors pursuant to which a lien may be perfected by the filing of a Form UCC-1 or such other financing statement) after the Loan
Parties’ use of commercially reasonable efforts to do so or without undue burden or expense to such Loan Party, then the provision and/or perfection
of a security interest in such Collateral shall not constitute a condition precedent to the availability of the Initial Term Loans on the Closing Date
hereunder, but instead shall be required to be delivered within ninety (90) days after the Closing Date (or such later date after the Closing Date as the
Administrative Agent shall agree)) (the “Funds Certain Provisions”).
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(i)                 Solvency Certificate. On or prior to the Closing Date, the Borrower shall have delivered or caused to be delivered to the Administrative
Agent a solvency certificate from a Responsible Officer or chief accounting officer of the Borrower, substantially in the form of Exhibit J.

 
(j)                 Financial Statements; Pro Forma Financial Statements. The Lead Arranger shall have received (A) audited consolidated balance sheets

and related statements of income and cash flows and stockholders’ equity of (i) the Borrower and its Subsidiaries for each of the fiscal years ended December
31, 2012, December 31, 2013 and December 31, 2014 (the “Borrower Audited Financial Statements”) and (ii) the Target and its Subsidiaries for each of the
fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015 (the “Target Audited Financial Statements ”), (B) unaudited consolidated balance
sheets and related statements of income and cash flows and stockholders’ equity of (i) the Borrower and its Subsidiaries for each fiscal quarter ended after
December 31, 2014 and at least 45 days prior to the Closing Date (the “Borrower Quarterly Financial Statements”) and (ii) Target and its Subsidiaries for each
fiscal quarter ended after March 31, 2015 and at least 45 days prior to the Closing Date (the “Target Quarterly Financial Statements”) and (C) a pro forma
consolidated balance sheet and related pro forma consolidated statement of income of the Borrower and its Subsidiaries (after giving effect the Transactions)
as of and for the period of four (4) consecutive fiscal quarters ending June 30, 2015, prepared after giving effect to the Transactions as if the Transactions had
occurred as of such date (in the case of such balance sheet) or at the beginning of such period (in the case of the statement of income) (the “Pro Forma
Financial Statements”).

 
(k)                Payment of Fees. All costs, fees and expenses (including, to the extent applicable, legal fees and expenses) and other compensation and

amounts due and payable under the Commitment Letter, the Fee Letter and any ancillary or collateral agreements and payable to the Administrative Agent,
the Collateral Agent, the Lead Arranger, the Bookrunner and the Lenders or any of their respective Affiliates on or before the Closing Date shall have been
paid or, contemporaneously with the funding of the Initial Term Loans on the Closing Date, will be paid.

 
(l)                 Representations and Warranties . On the Closing Date, (i) the representations and warranties made by the Borrower in Sections 5.01

(other than clauses (iii) and (iv)), 5.02 (other than clause (y)(ii)), 5.03, 5.04, 5.13, 5.18, 5.19, 5.22 and, with respect to the Borrower, the Acquiror and the
Target, 5.24 (collectively, the “Specified Representations”) shall be true and correct in all material respects (provided that any such representation and
warranty that is qualified as to “materiality,” “material adverse effect” or similar language shall be true and correct in all respects (after giving effect to any
such qualification therein)) as of the Closing Date as if made on and as of the Closing Date (or, if given as of a specific date, at and as of such date) and (ii)
subject to the Funds Certain Provisions, the representations or warranties made by or on behalf of the Target in the Strategic Alliance Agreement and the
Stock Purchase Agreement as are material to the interests of the Lenders, but only to the extent that the Borrower or any of its Subsidiaries have the right to
terminate its or their obligations under the Strategic Alliance Agreement or the Stock Purchase Agreement or to withdraw the Tender Offer (or decline to
consummate any part of the Stock Purchase or the Tender Offer) as a result of a breach of such representations in the Strategic Alliance Agreement or the
Stock Purchase Agreement, shall be true and correct in all respects as of the Closing Date as if made on and as of the Closing Date (or, if given as of a specific
date, at and as of such date) (as determined without giving effect to any waiver, amendment or other modification of the Strategic Alliance Agreement or the
Stock Purchase Agreement).
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(m)              Patriot Act. At least five (5) Business Days prior to the Closing Date, each Loan Party shall have provided the documentation and other
information concerning such Loan Party to the Administrative Agent that is required by bank regulatory authorities under applicable “know your customer”
and anti-money laundering rules and regulations, including, without limitation, the Patriot Act; provided that the Administrative Agent, on behalf of the
Lenders, shall have requested such documentation and other information from such Loan Parties at least ten (10) Business Days prior to the Closing Date.

 
(n)                Notice of Borrowing. The Borrower shall have delivered to the Administrative Agent, an appropriate Notice of Borrowing, duly executed

and completed, by the time specified in, and otherwise as permitted by Section 2.02.
 
(o)                Tender Offer Documents. The Tender Offer Documents and the Tender Offer Registration Statement shall have been filed with the Kanto

Local Finance Bureau and the Acquiror shall have received sufficient acceptances to the Tender Offer by shareholders of the Target, together with the Stock
Purchase, such that, after giving effect to the Stock Purchase and the Tender Offer, the Borrower and the Acquiror shall own at least two-thirds of the issued
and outstanding capital stock of the Target and can effect the Squeeze Out. Other than the payment for the Equity Interests of the Target that are to be
acquired pursuant to the Tender Offer and the Stock Purchase, all conditions precedent under the Tender Offer Registration Statement, the Strategic Alliance
Agreement and the Stock Purchase Agreement to the consummation of the Tender Offer and the Stock Purchase shall have been satisfied. The Tender Offer
and the Stock Purchase shall have been duly authorized by the Borrower and the Acquiror, and there shall have been no grounds for nullification, withdrawal
or lapse of the Tender Offer or the Stock Purchase. Neither the Tender Offer nor the Stock Purchase shall have been validly enjoined by a Japanese or other
court of competent jurisdiction.

 
(p)                Lock-up Consent. (x) The Principal Shareholders shall have received a written consent, waiver or release from Mitsubishi UFJ Morgan

Stanley Securities Co., Ltd. consenting to, or waiving the restriction on, the transfer and sale of the Target’s shares by the Principal Shareholders and the
Administrative Agent shall have received evidence reasonably satisfactory to the Administrative Agent of such written consent and/or waiver or (y) the
Administrative Agent shall have received evidence reasonably satisfactory to the Administrative Agent that the lockup agreements relating to such
restriction on the transfer and the sale of the Target’s shares by the Principal Shareholders shall have expired.

 
(q)                Restricted Cash Controlled Account. The Borrower shall have caused to be deposited $25,000,000 into the Restricted Cash Collateral

Account, which account shall be subject to the control of the Collateral Agent pursuant to the terms of the Securities Account Control Agreement and the
Security Agreement.

 
The documents referred to in this Section 4.01 shall be delivered to the Administrative Agent no later than the Closing Date. The certificates and

opinions referred to in this Section 4.01 shall be dated the Closing Date.
 
Without limiting the generality of the provisions of Section 9.04, for purposes of determining compliance with the conditions specified in this

Section 4.01, each Lender that has signed this Agreement shall be deemed to have consented to, approved or accepted or to be satisfied with, or waived each
document or other matter required thereunder to be consented to or approved by or acceptable or satisfactory to a Lender unless the Administrative Agent
shall have received notice from such Lender prior to the proposed Closing Date specifying its objection thereto.

 
Promptly after the Closing Date occurs, the Administrative Agent shall notify the Borrower and the Lenders of the Closing Date, and such notice

shall be conclusive and binding on all parties hereto.
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Section 4.02            Conditions to All Borrowings. The obligation of any Lender to make a Loan on the occasion of any Borrowing after the Closing
Date is subject to the satisfaction or waiver of the following conditions:

 
(a)                Notice. The Borrower shall have delivered an appropriate Notice of Borrowing in accordance with Section 2.02.
 
(b)                Representations and Warranties. Except as otherwise set forth in Section 2.15(b)(i), the representations and warranties of the Borrower

and the other Loan Parties contained in Article V of this Agreement and in any other Loan Document, or which are contained in any Compliance Certificate
furnished at any time under or in connection herewith, shall be (i) in the case of representations and warranties qualified by “materiality”, “Material Adverse
Effect” or similar language, true and correct in all respects and (ii) in the case of all other representations and warranties, true and correct in all material
respects, in each case on and as of the date of such Borrowing, except to the extent that such representations and warranties specifically refer to an earlier
date, in which case they shall be true and correct on the basis set forth above as of such earlier date, and the representations and warranties contained in
subsections (a) and (b) of Section 5.05 shall be deemed to refer to the most recent statements furnished or are required to have been furnished after the Closing
Date pursuant to subsections (a) and (b), respectively, of Section 6.01.

 
(c)                No Default. Except as otherwise set forth in Section 2.15(b)(ii), no Default or Event of Default shall exist at the time of or immediately

after giving effect to such proposed Borrowing or from the application of the proceeds thereof.
 
The delivery of each Notice of Borrowing shall constitute a representation and warranty by the Loan Parties of the correctness of the matters

specified in subsections (b) and (c) above.
 

ARTICLE V

REPRESENTATIONS AND WARRANTIES
 

The Borrower represents and warrants to the Administrative Agent and the Lenders that on and as of the Closing Date, after giving effect to the
Transactions and the making of the Loans and the other financial accommodations on the Closing Date (but, for this purpose, assuming that the
Consummation of the Tender Offer and the Stock Purchase were fully consummated on the Closing Date and the Target and its Subsidiaries were Subsidiaries
of the Borrower) and on and as of each date as required by Section 4.02:

 
Section 5.01            Existence, Qualification and Power. Each Group Company (i) is, except as set forth on Schedule 5.01, duly organized or

incorporated, as the case may be, and validly existing and (to the extent the concept is applicable in such jurisdiction) in good standing under the Laws of
the jurisdiction of its incorporation or organization, (ii) has all requisite corporate or other organizational power and authority to (A) carry on its business as
currently conducted, (B) execute, deliver and perform its obligations under the Loan Documents, the Strategic Alliance Agreement and the Stock Purchase
Agreement to which it is a party and (C) consummate the Transactions, (iii) has all requisite governmental licenses, authorizations, consents and approvals to
(A) own its assets and carry on its business as presently conducted except to the extent that failure to possess such governmental licenses, authorizations,
consents and approvals could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect and (B) execute, deliver and
perform its obligations under the Loan Documents, the Strategic Alliance Agreement and the Stock Purchase Agreement to which it is a party and (iv) is duly
qualified and is licensed and in good standing under the Laws of each jurisdiction where its ownership, lease or operation of properties or the conduct of its
business requires such qualification or license except to the extent that failure to do so could not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect.
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Section 5.02            Authorization; No Contravention. The execution, delivery and performance by each Loan Party of each Loan Document, the
Strategic Alliance Agreement and the Stock Purchase Agreement to which such Person is party and the consummation of the Transaction (x) have been duly
authorized by all necessary corporate, limited liability company or other organizational action and, if required, by all actions by shareholders, members or
equity holders and (y) do not and will not (i) violate or conflict with the terms of any of such Person’s Organization Documents, (ii) conflict with or result in
any breach or contravention of, or the creation of any Lien (other than Permitted Liens) under, any Contractual Obligation to which such Person is a party or
any order, injunction, writ or decree of any Governmental Authority or any arbitral award to which such Person or its property is subject except, in the case of
this clause (ii), any such conflict, breach or contravention could not reasonably be expected, individually or in the aggregate, to have a Material Adverse
Effect or (iii) violate or conflict with any Law, except, in the case of this clause (iii) as it relates to the Tender Offer and the Stock Purchase, as could not
reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect.

 
Section 5.03            Governmental Authorization; Other Consents. Except for filings necessary to perfect the Liens in favor of the Collateral Agent

in the Collateral and other consents, authorizations, notices, approvals and exemptions that have been obtained prior to or as of the Closing Date, no material
approval, consent, exemption, authorization, registration, filing or other action by, or notice to, or filing with, any Governmental Authority is necessary or
required in connection with the execution, delivery or performance by any Loan Party of this Agreement or any other Loan Document to which it is a party or
the consummation of the Transactions (including the provision of the Guaranty and the granting of the security interests in the Collateral by the Loan
Parties).

 
Section 5.04            Binding Effect. This Agreement, the Strategic Alliance Agreement and the Stock Purchase Agreement have been, and each other

Loan Document, when delivered hereunder, will have been, duly executed and delivered by each Loan Party or Subsidiary of the Borrower that is party
thereto. This Agreement, the Strategic Alliance Agreement and the Stock Purchase Agreement constitute, and each other Loan Document when so delivered
will constitute, a legal, valid and binding obligation of such Loan Party or such Subsidiary, enforceable against each Loan Party or Subsidiary of the
Borrower that is party thereto in accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other similar Laws
affecting creditors’ rights generally and subject to general principles of equity, regardless of whether considered in a proceeding in equity or at law.

 
Section 5.05            Financial Condition; No Material Adverse Effect.
 
(a)                Audited and Unaudited Financial Statements. (i) The Borrower Audited Financial Statements (x) were prepared in accordance with

GAAP consistently applied throughout the respective periods covered thereby, except as otherwise expressly noted therein and (y) fairly present in all
material respects the financial condition of the Borrower and its Subsidiaries as of the respective dates thereof and their results of operations for the respective
periods covered thereby in accordance with GAAP consistently applied throughout the respective periods covered thereby, except as otherwise expressly
noted therein.

 
(i)                 The Target Audited Financial Statements (x) were prepared in accordance with Japanese GAAP consistently applied throughout

the respective periods covered thereby, except as otherwise expressly noted therein and (y) fairly present in all material respects the financial
condition of Target and its Subsidiaries as of the dates thereof and their results of operations for the respective periods covered thereby in
accordance with Japanese GAAP consistently applied throughout the respective periods covered thereby, except as otherwise expressly noted
therein.

 
(ii)               The Borrower Quarterly Financial Statements (x) were prepared in accordance with GAAP, except as otherwise expressly noted

therein and for normal year-end audit adjustments and absence of footnotes and (y) fairly present in all material respects the financial condition of
the Borrower and its Subsidiaries as of the date and for the period to which they relate.
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(iii)             The Target Quarterly Financial Statements (x) were prepared in accordance with Japanese GAAP, except as otherwise expressly
noted therein and for normal year-end audit adjustments and absence of footnotes and (y) fairly present in all material respects the financial
condition of the Target and its Subsidiaries as of the date and for the period to which they relate.

 
(b)                Material Adverse Change. Since December 31, 2014, there has been no event, condition, change or circumstance, either individually or

in the aggregate, that has had or could reasonably be expected to have a Material Adverse Effect.
 
(c)                Pro Forma Financial Statements. The Pro Forma Financial Statements have been prepared in good faith by the Borrower, based on the

assumptions which are believed by the Borrower on the date they were made to be reasonable, are based on information available to the Borrower as of the
date of delivery thereof, and present fairly in all material respects on a Pro Forma Basis the estimated consolidated financial position of the Borrower and its
Consolidated Subsidiaries as of June 30, 2015 assuming that the Transactions had actually occurred on that date.

 
(d)                Projections. As of the Closing Date, the projections (which include projected balance sheets and income and cash flow statements) set

forth in all material respects the projected financial position of the Borrower and its Subsidiaries on an annual basis for the period from January 1, 2016
through December 31, 2021. The projections have been prepared in good faith, and, other than purchase accounting as it relates to the balance sheet, on a
basis consistent with the financial statements referred to in subsection (a) above and based upon assumptions believed to be reasonable at the time made, it
being recognized by the Lenders, however, that projections as to future events are not to be viewed as facts and that actual results during the period or periods
covered by such projections may differ from the projected results and that such differences may be material.

 
(e)                No Liabilities. Except as fully disclosed in the financial statements referred to in Section 5.05(a), and except for the Indebtedness

incurred under this Agreement and the other Loan Documents, there were, as of the Closing Date, no liabilities or obligations with respect to the Borrower or
any of its Subsidiaries of any nature whatsoever (whether absolute, accrued, contingent or otherwise and whether or not due) which, either individually or in
the aggregate, could reasonably be expected to be material to the Borrower and its Subsidiaries, taken as a whole. The Borrower does not know any basis for
the assertion against it or any of its Subsidiaries of any liability or obligation of any nature whatsoever that is not fully disclosed in the financial statements
referred to in Section 5.05(a) or referred to in the immediately preceding sentence which, either individually or in the aggregate, could reasonably be
expected to be material to the Borrower and its Subsidiaries, taken as a whole.

 
Section 5.06            Litigation. Except as set forth on Schedule 5.06, there are no actions, claims, suits, investigations or legal, equitable, arbitration

or administrative proceedings pending or, to the knowledge of any Loan Party, threatened in writing against any Group Company (i) that involve any Loan
Document or any of the Transactions or (ii) that could reasonably be expected, individually or in the aggregate, to result in a Material Adverse Effect.

 
Section 5.07            Ownership of Property, Liens.
 
(a)                Generally. Each Group Company has good title to, valid leasehold interests in, or license in, all its property material to its business, free

and clear of all Liens, except for Permitted Liens and minor irregularities or deficiencies in title that, individually or in the aggregate, could not reasonably be
expected to result in a Material Adverse Effect. The property of the Group Companies, taken as a whole, (a) is in good operating order, condition and repair
(ordinary wear and tear and damage by casualty excepted) and (b) constitutes all the property which is required for the business and operations of the Group
Companies as presently conducted, in each case, to the extent that it could not be reasonably be expected, individually or in the aggregate, to have a
Material Adverse Effect.
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(b)                Flood Insurance. No Mortgage encumbers improved Real Property that is located in an area that has been identified by the Secretary of
Housing and Urban Development as an area having special flood hazards within the meaning of the National Flood Insurance Act of 1968 unless flood
insurance available under such Act has been obtained in accordance with Section 6.07.

 
Section 5.08            Environmental Matters.
 
(a)                Except as, individually or in the aggregate, could not reasonably be expected to result in a Material Adverse Effect:
 

(i)                 Each Group Company and their businesses, operations and property are in compliance with, and they have no liability under,
Environmental Law;

 
(ii)               Each Group Company has obtained, or has applied in a timely manner for, all Environmental Permits required for the conduct of

their businesses and operations, and the ownership, operation and use of their property, under Environmental Law, and all such Environmental
Permits are valid and in good standing;

 
(iii)             There has been no Release or threatened Release of Hazardous Material on, at, under or from any Real Property or facility

presently or, to the knowledge of any Loan Party, formerly owned, leased or operated by any Group Company or their predecessors in interest that
could reasonably be expected to result in liability of any Group Company under, or noncompliance by any Group Company with, any
Environmental Law;

 
(iv)              There is no claim, demand, notice of violation, notice of potential responsibility, action, suit, investigation or proceeding

involving allegations of non-compliance with, or liability under, any Environmental Law pending or, to the knowledge of any Group Company,
threatened against any Group Company, or relating to any Real Property or facilities currently or, to the knowledge of any Loan Party, formerly
owned, leased or operated by any Group Company or relating to the operations of any Group Company, and there are no actions, activities,
circumstances, conditions, or occurrences that could reasonably be expected to form the basis of such matter;

 
(v)                No Person with an indemnity or contribution obligation to any Group Company relating to compliance with, or liability under,

Environmental Law is in default with respect to such obligation;
 
(vi)              No Group Company is obligated to perform any action or otherwise incur any expense under Environmental Law pursuant to

any order, decree, judgment or agreement by which it is bound or has assumed by contract or agreement, and none of them is conducting or
financing, in whole or in part, any investigation, response or other corrective action pursuant to any Environmental Law at any location;

 
(vii)            No Lien has been recorded or, to the knowledge of any Loan Party, threatened under any Environmental Law with respect to any

Real Property or other assets of any Group Company; and
 
(viii)          No Real Property or facility owned, operated or leased by the Group Companies and, to the knowledge of the Loan Parties, no

Real Property or facility formerly owned, operated or leased by the Group Companies or any of their predecessors in interest is (i) listed or proposed
for listing on the National Priorities List promulgated pursuant to CERCLA or (ii) listed on the Comprehensive Environmental Response,
Compensation and Liability Information System promulgated pursuant to CERCLA or Superfund Enterprise Management System or (iii) included
on any similar list maintained by any Governmental Authority including any such list relating to petroleum.

 
Confidential and Proprietary 

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

91 



 

Section 5.09            Insurance. Schedule 5.09 sets forth a true, complete and correct description in all material respects of all insurance maintained by
each Loan Party on the Closing Date. The properties of each Group Company are insured with financially sound and reputable insurance companies not
Affiliates of the Borrower, in such amounts (after giving effect to any self-insurance compatible with the following standards), with such deductibles and
covering such risks as are prudent in the reasonable business judgment of the Borrower’s officers.

 
Section 5.10            Taxes.
 
(a)                Each Group Company has filed, or caused to be filed, all federal and state, provincial, local and foreign Tax returns required to be filed

and paid (i) all amounts of Taxes shown thereon to be due and (ii) all material other Taxes (including mortgage recording taxes, documentary stamp taxes and
intangible taxes) owing by it (including in their capacity as a withholding agent), except for Taxes being contested in good faith through appropriate
proceedings diligently conducted and as to which adequate reserves have been established in accordance with GAAP, or for such failures to file or pay as
could not reasonably be expected, individually or in the aggregate, to result in a Material Adverse Effect. No Group Company knows of any pending
investigation, Tax audit or deficiencies of any Group Company by any taxing authority or proposed tax assessments against any Group Company that could,
individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect.

 
(b)                No Group Company has ever “participated” in a “listed transaction” within the meaning of Treasury Regulation Section 1.6011-4.
 
Section 5.11            ERISA; Employee Benefit Arrangements.
 
(a)                ERISA.
 

(i)                 None of the Group Companies or any of their ERISA Affiliates have or could have any current or contingent liability with
respect to any Plan or Multiemployer Plan.

 
(ii)               Each Employee Benefit Arrangement complies in all respects with the applicable requirements of ERISA, the Code, and its

terms, except to the extent that the failure to comply therewith, individually or in the aggregate, could not reasonably be expected to have a
Material Adverse Effect.

 
(iii)             Except as could not reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect, no ERISA

Event has occurred or, subject to the passage of time, is reasonably expected to occur.
 
(iv)              Except as required by applicable Laws, no Group Company has any liability with respect to any post-retirement benefit under a

Welfare Plan that, individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect.
 

(b)                Employee Benefit Arrangements.
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(i)                 All liabilities under the Employee Benefit Arrangements maintained or sponsored by any Group Company or ERISA Affiliate
are (A) funded to at least the minimum level required by Law or, if higher, to the level required by the terms governing the Employee Benefit
Arrangements, (B) insured with a reputable insurance company, (C) provided for or recognized in the financial statements most recently delivered or
are required to have been delivered to the Administrative Agent pursuant to Section 6.01 or (D) estimated in the formal notes to the financial
statements most recently delivered or are required to have been delivered to the Administrative Agent pursuant to Section 6.01, except where such
failure to fund, insure, provide for, recognize or estimate the liabilities arising under such arrangements could not reasonably be expected,
individually or in the aggregate, to have a Material Adverse Effect.

 
(ii)               There are no circumstances which may give rise to a liability in relation to the Employee Benefit Arrangements maintained or

sponsored by any Group Company or ERISA Affiliate which are not funded, insured, provided for, recognized or estimated in the manner described
in clause (i) above and which could reasonably be expected individually or in the aggregate, to have a Material Adverse Effect.

 
(iii)             Each Group Company is in compliance with all applicable Laws, trust documentation and contracts relating to the Employee

Benefit Arrangements, except as could not reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect.
 

Section 5.12            Subsidiaries; Equity Interests. Schedule 5.12 sets forth a complete and accurate list as of the Closing Date of all Subsidiaries of
the Borrower. Schedule 5.12 sets forth as of the Closing Date the jurisdiction of formation of each such Subsidiary, whether each such Subsidiary is a
Subsidiary Guarantor, the number of authorized shares of each class of Equity Interests of each such Subsidiary, the number of outstanding shares of each
class of Equity Interests, the number and percentage of outstanding shares of each class of Equity Interests of each such Subsidiary owned (directly or
indirectly) by any Person and the number and effect, if exercised, of all Equity Equivalents with respect to Equity Interests of each such Subsidiary. All the
outstanding Equity Interests of each Subsidiary of the Borrower are validly issued, fully paid and non-assessable (to the extent applicable) and were not
issued in violation of the preemptive rights of any shareholder and, as of the Closing Date, those owned by the Borrower, directly or indirectly, are free and
clear of all Liens (other than those arising under the Collateral Documents or any security documents in respect of any secured Credit Agreement Refinancing
Indebtedness). Other than as set forth on Schedule 5.12, as of the Closing Date, no such Subsidiary has outstanding any Equity Equivalents nor does any such
Person have outstanding any rights to subscribe for or to purchase or any options for the purchase of, or any agreements providing for the issuance
(contingent or otherwise) of, or any calls, commitments or claims of any character relating to, its Equity Interests.

 
Section 5.13            Margin Regulations; Investment Company Act.
 
(a)                (i) No part of the proceeds of any Borrowing will be used, whether directly or indirectly, for any purpose that entails a violation of, or that

is inconsistent with, Regulation T, U or X.
 

(ii) No Group Company is engaged principally, or as one of its important activities, in the business of extending credit for the purpose of
purchasing or carrying Margin Stock.

 
(iii) The pledge of the Securities Collateral (as defined in the Security Agreement) pursuant to the Security Agreement does not cause any

Borrowing to be directly or indirectly secured by Margin Stock for purposes of Regulation U.
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(b)                None of the Group Companies is subject to regulation under the Investment Company Act of 1940, as amended. None of the Group
Companies is (i) an “investment company” registered or required to be registered under the Investment Company Act of 1940, as amended, or (ii) controlled
by any such company.

 
Section 5.14            Disclosure. The written reports, financial statements, certificates and other written information (other than projections, budgets,

forecasts, estimates and other forward looking information or information of a general economic or industry specific nature) furnished with respect to any
Group Company by or on behalf of any Loan Party or by their respective representatives to the Administrative Agent or any Lender in connection with the
transactions contemplated hereby or delivered hereunder or under any other Loan Document (in each case, as modified or supplemented by other information
so furnished), when taken as a whole, do not contain any untrue statement of a material fact or omit to state any material fact necessary to make the statements
therein not materially misleading, in each case in light of the circumstances under which they were made; provided that, with respect to projected financial
information and other forward-looking statements, the Borrower represents only that such information was prepared in good faith based upon assumptions
believed by the Borrower to be reasonable at the time made (it being understood and agreed that projections as to future events are not to be viewed as facts
or guaranties of future performance and are subject to uncertainties or contingencies, many of which are beyond the control of the Group Companies, that the
Borrower makes no representation that such projections will be realized, and that actual results during the period or periods covered by such projections may
differ from the projected results and that such differences may be material).

 
Section 5.15            Compliance with Law.
 
(a)                Each Group Company is in compliance with all Laws, regulations and orders of any Governmental Authority applicable to it or its

property, operations or assets and all indentures, agreements and other instruments binding upon it or its property, except where such non-compliance could
not reasonably be expected to result, individually or in the aggregate, in a Material Adverse Effect.

 
(b)                Except as has not had and could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect: (i) each

Group Company holds all company permits, including (1) all permits, licenses, franchises, approvals, registrations, authorizations and clearances necessary
for each Group Company to conduct the business in which it is engaged, as such business is now conducted and is planned to be conducted and
(2) authorizations of any applicable Governmental Authority that are concerned with the quality, identity, strength, purity, safety, efficacy, labeling,
manufacturing, marketing, promotion, distribution, sale, pricing, import or export of any Group Company’s products necessary for the lawful operating of the
businesses of the Group Companies (the “Company Regulatory Permits”); (ii) all such Company Regulatory Permits are valid and in full force and effect; and
(iii) each Group Company, to the knowledge of any of the Group Companies (to the extent business activities are being conducted by third parties), is in
compliance with the terms of all Company Regulatory Permits.

 
(c)                Except as could not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect, the businesses of each

Group Company are being conducted, to the knowledge of any of the Group Companies (to the extent business activities are being conducted by third
parties), in compliance with all applicable Laws (including any applicable Health Care Law). No Group Company has received any written notification or
communication from any Governmental Authority of noncompliance by, or liability of any Group Company under, any Health Care Laws, except where such
noncompliance or liability could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect.

 
(d)                As of the Closing Date, no Group Company, to the knowledge of any Group Company (to the extent business activities are being

conducted by third parties), is party to or has any reporting or disclosure obligations under any corporate integrity agreements, deferred prosecution
agreements, monitoring agreements, consent decrees, settlement orders, or similar agreements with or imposed by any Governmental Authority.
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(e)                All pre-clinical and clinical investigations in respect of any Group Company’s products or Group Company’s product candidates
conducted or sponsored by each Group Company are being conducted in compliance with all applicable Laws administered or issued by the applicable
Governmental Authorities, except, in each case, for such noncompliance that, individually or in the aggregate, has not had and could not reasonably be
expected to have a Material Adverse Effect.

 
(f)                 As of the Closing Date, no Group Company has received any written notice from the FDA or any foreign agency with jurisdiction over

the development, marketing, labeling, sale, use, handling and control, safety, efficacy, reliability, or manufacturing of drugs which could reasonably be
expected to lead to the denial, material limitation, revocation, or rescission of any of the Company Regulatory Permits or of any application for marketing
approval already granted or currently pending before the FDA or such other Governmental Authority.

 
(g)                All reports, documents, claims, permits and notices required to be filed, maintained or furnished to the FDA or any other Governmental

Authority by the Borrower and its Subsidiaries have been so filed, maintained or furnished, except where failure to file, maintain or furnish such reports,
documents, claims, permits or notices could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect. All such reports,
documents, claims, permits and notices were complete and accurate in all material respects on the date filed (or were corrected in or supplemented by a
subsequent filing if required by applicable Laws). No Group Company, nor, to the knowledge of any Group Company, any officer, employee, agent or
distributor of any Group Company, has made an untrue statement of a material fact or a fraudulent statement to the FDA or any other Governmental
Authority, failed to disclose a material fact required to be disclosed to the FDA or any other Governmental Authority, or committed an act, made a statement,
or failed to make a statement, in each such case, related to the business of any Group Company, that, at the time such disclosure was made, could reasonably
be expected to provide a basis for the FDA to invoke its policy respecting “Fraud, Untrue Statements of Material Facts, Bribery, and Illegal Gratuities”, set
forth in 56 Fed. Reg. 46191 (September 10, 1991) or for the FDA or any other Governmental Authority to invoke any similar policy, except for any act or
statement or failure to make a statement that, individually or in the aggregate, has not had and could not reasonably be expected to have a Material Adverse
Effect. No Group Company, nor, to the knowledge of any Group Company, any officer, employee, agent or distributor of any Group Company, has been
debarred or convicted of any crime or engaged in any conduct for which debarment is mandated by 21 U.S.C. § 335a(a) or any similar Law or authorized by
21 U.S.C. § 335a(b) or any similar Law applicable in other jurisdictions in which material quantities of any Group Company’s products or Group Company’s
product candidates are sold or intended to be sold. No Group Company, nor, to the knowledge of any Group Company, any officer, employee, agent or
distributor of any Group Company, has been debarred, suspended or excluded from participation in any federal health care program or convicted of any crime
or engaged in any conduct for which such Person could be excluded from participating in any federal health care program under Section 1128 of the Social
Security Act of 1935 (42 U.S.C. § 1320a-7), as amended, or any similar Health Care Law or program.

 
(h)                Except as could not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect, no Group Company has

voluntarily or involuntarily initiated, conducted or issued, or caused to be initiated, conducted or issued, any recall, field corrections, market withdrawal or
replacement, safety alert, warning, “dear doctor” letter, investigator notice, or other notice or action to wholesalers, distributors, retailers, healthcare
professionals or patients relating to an alleged lack of safety, efficacy or regulatory compliance of any Group Company’s products. Except as could not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect, to the knowledge of the Borrower, there are no facts which are
reasonably likely to cause, and the Borrower has not received any written notice from the FDA or any other Governmental Authority regarding (i) the recall,
market withdrawal or replacement of any Group Company’s products sold or intended to be sold by any Group Company (other than recalls, withdrawals or
replacements that are not material to the Group Companies, taken as a whole), (ii) a material change in the marketing classification or a material adverse
change in the labeling of any Group Company’s products, (iii) a termination or suspension of the manufacturing, marketing, or distribution of any of Group
Company’s products or (iv) a material negative change in reimbursement status of any of Group Company’s products.
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Section 5.16            Intellectual Property. Except as set forth on Schedule 5.16, each Group Company (which for purposes of this Section 5.16, as of
the Closing Date, shall include the Target and its Subsidiaries only to the extent of the best knowledge of the Borrower) owns, licenses or otherwise possesses
the right to use, all of the Intellectual Property that are used or useful in the operation of its respective business, except as could not reasonably be expected
to have, individually or in the aggregate, a Material Adverse Effect. Each Group Company represents that Exhibit B to the Perfection Certificate sets forth a
complete and accurate list of all registered and applied for Intellectual Property and any material unregistered trademarks owned by such Group Company as
of the Closing Date. No Group Company is infringing, misappropriating, diluting, or otherwise violating the Intellectual Property of any other Person, except
as could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect, and, except as set forth on Schedule 5.16, no claim
has been asserted, is pending or, to the knowledge of any Group Company, has been threatened challenging the ownership, enforceability, scope, validity, or
use by any Group Company and each Subsidiary thereof of any such Intellectual Property.

 
Section 5.17            Use of Proceeds. The proceeds of (a) the Initial Term Loans borrowed on the Closing Date will be used on the Closing Date to (x)

pay fees and expenses in connection with the Transactions and (y) fund the Notes Redemption Collateral Account, the Founders Share Purchase Collateral
Account, the Restricted Cash Collateral Account and the Designated US Account in the respective amounts set forth in Section 2.01 for the purpose of
effecting the Tender Offer, the Stock Purchase, the Squeeze Out and the Subordinated Notes Repayments and (b) any Incremental Loans will be used by the
Borrower for general corporate purposes and other legal purposes of the Borrower and its Subsidiaries (including, without limitation, Permitted Acquisitions
and other permitted Investments, permitted refinancings of Indebtedness, Consolidated Capital Expenditures and permitted Restricted Payments).

 
Section 5.18            Solvency. As of the Closing Date, the Borrower and its Subsidiaries (on a consolidated basis) are and, immediately following the

consummation of the Transactions and the financings related thereto, will be, Solvent.
 
Section 5.19            Collateral Documents.
 
(a)                Article 9 Collateral. Each of the Security Agreement and the Pledge Agreement, when executed and delivered, is effective to create in

favor of the Collateral Agent, for the benefit of the Finance Parties, a legal, valid and enforceable security interest in the Collateral described therein and,
when financing statements in appropriate form are filed in the offices specified on Schedule 4.01 to the Security Agreement and the Pledged Collateral is
delivered to the Collateral Agent, each of the Security Agreement and the Pledge Agreement shall constitute a fully perfected Lien on, and security interest
in, all right, title and interest of the grantors thereunder in such of the Collateral in which a security interest can be perfected under Article 9 of the UCC by
filing or by possession or control thereof, in each case prior and superior in right to any other Person, other than with respect to Permitted Liens, and except
for certain items of Collateral with respect to which such Lien may be perfected only by possession or control thereof and the failure of the Collateral Agent
to have possession or control thereof is expressly permitted pursuant to the Security Agreement and/or Pledge Agreement, as applicable.

 
(b)                Intellectual Property. When financing statements in the appropriate form are filed in the offices specified on Schedule 4.01 to the

Security Agreement, (i) the Grant of Security Interest in Patents, substantially in the form of Exhibit A to the Security Agreement, and the Grant of Security
Interest in Trademarks, substantially in the form of Exhibit B to the Security Agreement, is filed in the United States Patent and Trademark Office, and (ii) the
Grant of Security Interest in Copyrights, substantially in the form of Exhibit C to the Security Agreement, is filed in the United States Copyright Office, then
the Security Agreement shall constitute a fully perfected Lien on, and security interest in, all right, title and interest of the grantors thereunder in the United
States patents, trademarks, copyrights, licenses and other intellectual property rights covered in such agreements, in each case prior and superior in right to
any other Person (it being understood that subsequent recordings in the United States Patent and Trademark Office and the United States Copyright Office
may be necessary to perfect a lien on issued patents, patent applications, registered trademarks, trademark applications and registered copyrights acquired by
the Loan Parties after the Closing Date).
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(c)                Status of Liens. The Collateral Agent, for the benefit of the Finance Parties, will at all times have the Liens provided for in the Collateral
Documents and, subject to the filing by the Collateral Agent of continuation statements to the extent required by the UCC and maintaining control or
possession of Collateral to the extent required by the Collateral Documents and to the qualifications and limitations set forth in clauses (a) and (b) above, the
Collateral Documents will at all times constitute valid and continuing liens of record and first priority perfected security interests in all the Collateral referred
to therein, except as priority may be affected by Permitted Liens.

 
(d)                Mortgages. Each Mortgage (if any), when executed and delivered, is effective to create, in favor of the Collateral Agent, for its benefit

and the benefit of the Finance Parties, legal, valid and enforceable first priority Liens on, and security interests in, all of the Loan Parties’ right, title and
interest in and to the Mortgaged Properties thereunder and the proceeds thereof, subject only to Permitted Liens, and when the Mortgages are recorded or
filed, as applicable, in the offices specified in the local counsel opinion delivered with respect thereto in accordance with the provisions of Section 6.12), the
Mortgages shall constitute fully perfected Liens on, and security interests in, all right, title and interest of the Loan Parties in the Mortgaged Properties and
the proceeds thereof, in each case prior and superior in right to any other Person, other than Liens permitted by such Mortgage.

 
(e)                Securities Account Control Agreement. The Securities Account Control Agreement, when executed and delivered, is effective to create,

in favor of the Collateral Agent, for its benefit and the benefit of the Finance Parties, a legal, valid and enforceable perfected first priority Lien on, and
security interest in, all of the Borrower’s right, title and interest in and to each of the Controlled Accounts and the amounts deposited therein.

 
Section 5.20            Tender Offer. (i) The Tender Offer and Tender Offer Documents are in full force and effect, (ii) there are no known violations of

Laws, ordinances or Financial Instruments Exchange rules in connection with the Tender Offer, (iii) there has been no amendment of the Tender Offer
Documents which could reasonably be expected to have a Material Adverse Effect and (iv) there are no known grounds for nullification or withdrawal of the
Tender Offer. The Tender Offer has been legally and timely registered and disclosed, including as prescribed in Article 27-13 of the FIEA of Japan, and the
official announcement of the facts related to the Tender Offer prescribed in Article 27-13 of the FIEA has been validly made. The opinion by the board of
directors of the Target relating to the Tender Offer has been legally issued and the Financial Services Agency, Securities Exchange Surveillance Commission,
Kanto Local Finance Bureau, Financial Instrument Exchange or any court of Japan has not indicated that (i) the disclosure of the Tender Offer violates or may
violate laws, ordinances or Financial Instruments Exchange rules in connection with the Tender Offer or (ii) the process with respect to the board of directors
of the Target issuing the opinion regarding the Tender Offer violates or may violate Laws, ordinances or Financial Instruments Exchange rules in connection
with the Tender Offer. The opinion of the Target board of directors endorsing the Tender Offer has not been withdrawn, there has been no expression of
opposing views by the board of directors of the Target and no opinion by the board of directors of the Target endorsing a tender offer for Equity Interests of
the Target by any other tender offeror has been issued.
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Section 5.21            Labor Matters. There are no strikes, lockouts or slowdowns against any Group Company pending or, to the knowledge of any
Group Company, threatened in writing that, individually or in the aggregate, could reasonably be expected to result in a Material Adverse Effect. The hours
worked by and payments made to employees of any Group Company have not been in violation of the Fair Labor Standards Act of 1938, as amended, if
applicable, or any other applicable federal, state, local or foreign law dealing with such matters in any manner which could reasonably be expected to result,
individually or in the aggregate, in a Material Adverse Effect. As of the Closing Date, no Group Company is a party to or subject to any collective bargaining
or other similar labor agreement.

 
Section 5.22            Anti-Terrorism Law; Foreign Corrupt Practices Act.
 
(a)                No Group Company and no Affiliate of any Group Company and, to the knowledge of the Group Companies, none of its agents, is in

violation of any requirement of Law relating to terrorism or money laundering (“Anti-Terrorism Laws”), including the Patriot Act and Executive Order 13224
Blocking Property and Prohibiting Transactions with Persons Who Commit, Threaten to Commit, or Support Terrorism, effective September 24, 2001 (the
“Executive Order”), the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001,
Public Law 107-56, the Currency and Foreign Transactions Reporting Act (31 U.S.C. §§ 5311-5330 and 12 U.S.C. §§ 1818(s), 1820(b) and 1951-1959) (also
known as the “Bank Secrecy Act”), any of the foreign assets control regulations administered by the United States Treasury Department (31 CFR, Subtitle B,
Chapter V, as amended) or any enabling legislation or executive order relating thereto, or the Part II.1 of the Criminal Code (Canada) (to the extent
applicable), or any other applicable requirement of Law relating to economic or financial sanctions or trade embargoes or export controls (“Sanctions or
Export Controls”) imposed, administered or enforced from time to time by the U.S. government, including those administered by the U.S. Treasury
Department Office of Foreign Assets Control (“OFAC”), the U.S. Department of State or by any other relevant sanctions or export control authority.

 
(b)                No Group Company and no Affiliate of any Group Company nor any of their respective directors, officers and employees and, to the

knowledge of the Loan Parties, no broker or other agent of any Group Company, is any of the following (a “Restricted Party”):
 

(i)                 a Person that is listed in the annex to, or is otherwise subject to the provisions of, the Executive Order;
 
(ii)               a Person owned or controlled by, or acting for or on behalf of, any Person that is listed in the annex to, or is otherwise subject to

the provisions of, the Executive Order;
 
(iii)             a Person with which any Lender is prohibited from dealing or otherwise engaging in any transaction by any Anti-Terrorism Law;
 
(iv)              a Person that commits, threatens or conspires to commit or supports “terrorism” as defined in the Executive Order;
 
(v)                an Embargoed Person or a Person listed on any other list maintained by the U.S. government to the extent transactions with that

Person would be in violation of Sanctions or Export Controls; or
 
(vi)              a Person or entity who is affiliated with, including any Person owned or controlled by, a Person or entity listed above.
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(c)                The Borrower will not directly or indirectly use the proceeds of the Loans or otherwise make available such proceeds to any Person
described in Section 5.22(b)(i)-(vi) for the purpose of financing the activities of such Person currently subject to any U.S. sanctions administered by OFAC, if
such use or transfer violates U.S. sanctions administered by OFAC.

 
(d)                No Group Company and no Affiliate of any Group Company nor any of their respective directors, officers and employees and, to the

knowledge of the Loan Parties, no broker or other agent of any Group Company acting in any capacity in connection with the Loans (i) conducts any
unauthorized business or engages in making or receiving any contribution of funds, goods or services without required U.S. government authorization to or
for the benefit of any Person described in Section 5.22(b), (ii) deals in, or otherwise engages in any unauthorized transaction relating to, any property or
interests in property blocked pursuant to the Executive Order or any other Governmental Authority or (iii) engages in or conspires to engage in any
transaction that evades or avoids, or has the purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in any Anti-Terrorism
Law.

 
(e)                No Group Company and no Affiliate of any Group Company nor any of their respective directors, officers and employees, nor to the

knowledge of the Loan Parties, any Affiliate, agent, director, officer, employee or other person acting, directly or indirectly, on behalf of any Group
Company, has, in the course of its actions for, or on behalf of, any Group Company, directly or indirectly (i) used any corporate funds for any unlawful
contribution, gift, entertainment or other unlawful expenses relating to political activity; (ii) made any direct or indirect unlawful payment to any foreign or
domestic government official or employee from corporate funds; (iii) violated or is in violation of any provision of the FCPA or other applicable anti-
corruption law; or (iv) made any unlawful bribe, rebate, payoff, influence payment, kickback or other unlawful payment to any foreign or domestic
government official or employee.

 
Section 5.23            Acquisition Documents. The Administrative Agent has been furnished complete copies of the Tender Offer Documents and each

amendment thereto and each other Tender Offer Documents reasonably requested by the Administrative Agent, in each case, to the extent executed and
delivered on or prior to the Closing Date.

 
Section 5.24            Insolvency Events. As of the Closing Date, no Group Company is subject to bankruptcy, insolvency, voluntary or judicial

liquidation, composition with creditors, general settlement with creditors, reorganization or similar proceedings affecting the rights of creditors generally and
no application has been made by any Group Company (or their respective directors) for the appointment of a receiver, trustee or similar officer pursuant to
any voluntary or judicial insolvency, winding-up, liquidation or similar proceedings.

 
ARTICLE VI

AFFIRMATIVE COVENANTS
 

The Borrower agrees that until the Discharge of Senior Finance Obligations:
 
Section 6.01            Financial Statements. The Borrower will deliver to the Administrative Agent for further distribution to each Lender (or directly

to each Lender at any time when there is not an incumbent Administrative Agent):
 
(a)                Annual Financial Statements. As soon as available and in any event no later than ninety (90) days after the end of (i) each fiscal year of

the Borrower (but no later than the date on which the Borrower would be required to file a Form 10K under the Exchange Act if it were subject to Sections 15
and 13(d) of the Exchange Act) commencing with the fiscal year ending December 31, 2015, (i) a consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of the end of such fiscal year, the related consolidated statements of income and stockholders’ equity and a consolidated
statement of cash flows for such fiscal year, setting forth in comparative form the consolidated figures for the preceding fiscal year in reasonable detail and in
each case prepared in accordance with GAAP and audited and accompanied by a report and opinion of PricewaterhouseCoopers LLP or another Registered
Public Accounting Firm of nationally recognized standing reasonably acceptable to the Administrative Agent, which report and opinion shall be prepared in
accordance with generally accepted auditing standards and shall not be subject to any “going concern” or like qualification or exception other than with
respect to any upcoming maturity date of the Term Loans or any potential inability to satisfy the financial covenant set forth in Section 7.15 on a future date
or in a future period or any qualification or exception as to the scope of such audit and (ii) a management’s discussion and analysis of the financial condition
and results of operations for such fiscal year, as compared to the previous fiscal year.
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(b)                Interim Financial Statements. As soon as available, and in any event within forty-five (45) days after the end of the first three (3) fiscal
quarters of each fiscal year of the Borrower (but no later than the date on which the Borrower would be required to file a Form 10Q under the Exchange Act if
it were subject to Sections 15 and 13(d) of the Exchange Act), commencing with the fiscal quarter ending September 30, 2015, (i) a consolidated balance
sheet of the Borrower and its Consolidated Subsidiaries as of the end of such period, together with related consolidated statements of income and a
consolidated statement of cash flows for such period and the then elapsed portion of such fiscal year, setting forth in comparative form the consolidated
figures for the corresponding periods of the preceding fiscal year, all in reasonable detail, certified by a Responsible Officer of the Borrower as fairly
presenting, in all material respects, the financial condition, results of operations and cash flows of the Borrower and its Consolidated Subsidiaries in
accordance with GAAP, subject only to normal year-end audit adjustments and the absence of footnotes and (ii) a management’s discussion and analysis of
the financial condition and results of operations for such fiscal quarter and the then elapsed portion of the fiscal year, as compared to the comparable periods
in the previous fiscal year.

 
(c)                Budgets. As soon as available, and in any event within sixty (60) days after the end of each fiscal year of the Borrower, commencing with

the fiscal year ending December 31, 2015, consolidated budgets for the following fiscal year of the Borrower and its Consolidated Subsidiaries prepared by
management of the Borrower, in form reasonably satisfactory to the Administrative Agent, of consolidated balance sheets and statements of income and cash
flows of the Borrower and its Consolidated Subsidiaries on a quarterly basis for the current fiscal year.

 
Documents required to be delivered pursuant to Section 6.01, Section 6.02 or Section 6.03 may be delivered electronically and if so delivered, shall

be deemed to have been delivered on the date (i) on which the Borrower posts such documents, or provides a link thereto on the Borrower’s website on the
Internet at the website address listed on Schedule 10.02; or (ii) on which such documents are posted on a U.S. government website or on the Borrower’s behalf
on an Internet or intranet website, if any, in each case, to which the Administrative Agent has access (whether a commercial, third-party website or whether
sponsored by the Administrative Agent); provided that the Borrower shall notify (which may be by facsimile or electronic mail) the Administrative Agent
(and each Lender if there is at the time no incumbent Administrative Agent) of the posting of any such documents and the documents shall be delivered at the
time of such notification. The Administrative Agent shall have no obligation to request the delivery or to maintain copies of the documents referred to above,
and in any event shall have no responsibility to monitor compliance by the Borrower with any such request for delivery, and each Lender shall be solely
responsible for requesting delivery to it or maintaining its copies of such documents. Furthermore, if any financial statement, certificate or other information
required to be delivered pursuant to Section 6.01, 6.02 or 6.03 shall be required to be delivered on any date that is not a Business Day, such financial
statement, certificate or other information may be delivered to the Administrative Agent on the next succeeding Business Day after such date.
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Section 6.02            Certificates; Other Information. The Borrower will deliver to the Administrative Agent for further distribution to each Lender
(or directly to each Lender at any time when there is not an incumbent Administrative Agent):

 
(a)                Compliance Certificate. At the time of delivery of the financial statements provided for in Section 6.01(a) and for the financial

statements provided for in Section 6.01(b) coinciding with the end of each fiscal quarter of the Borrower (commencing with the delivery of the financial
statements for the fiscal year ending on December 31, 2015), a duly completed Compliance Certificate signed by a Responsible Officer of the Borrower
(which delivery may be by electronic communication including fax or email and shall be deemed to be an original authentic counterpart thereof for all
purposes) (i) demonstrating compliance with the financial covenant contained in Section 7.15 by calculation thereof as of the end of the fiscal period covered
by such financial statements, (ii) stating that no Default or Event of Default exists, or if any Default or Event of Default does exist, specifying the nature and
extent thereof and what action the Borrower proposes to take with respect thereto and (iii) stating whether, since the date of the most recent financial
statements delivered hereunder, there has been any material change in GAAP applied in the preparation of the financial statements of the Borrower and its
Consolidated Subsidiaries, and, if so, describing such change.

 
(b)                [Reserved].
 
(c)                Excess Cash Flow. No later than ninety-five (95) days after the end of each Excess Cash Flow Period, a certificate of a Responsible

Officer of the Borrower containing information regarding the calculation of Excess Cash Flow in reasonable detail for such Excess Cash Flow Period.
 
(d)                ERISA Reports. Promptly upon an ERISA Event, the most recently prepared actuarial reports in relation to the Plans for the time being

operated by Group Companies which are prepared in order to comply with the then current statutory or auditing requirements within the relevant jurisdiction.
Promptly upon request of the Administrative Agent, the Borrower shall also furnish the Administrative Agent with such additional information concerning
any Plan as may be reasonably requested, including, but not limited to, with respect to any Plans, copies of each annual report/return (Form 5500 series), as
well as all schedules and attachments thereto required to be filed with the Department of Labor and/or the Internal Revenue Service pursuant to ERISA and
the Code, respectively, for each “plan year” (within the meaning of Section 3(39) of ERISA).

 
(e)                Information Regarding Collateral. Concurrently with the delivery of financial statements pursuant to Section 6.01(a), deliver to the

Administrative Agent and the Collateral Agent a supplement to the Perfection Certificate.
 
(f)                 Other Information. Promptly, from time to time, such other information reasonably available to the Group Companies regarding the

operations, business affairs and financial condition of any Group Company, as the Administrative Agent or any Lender (through the Administrative Agent)
may reasonably request.

 
Section 6.03            Notices. The Borrower will, promptly after a Responsible Officer of any Loan Party has obtained actual knowledge thereof, notify

the Administrative Agent (and each Lender if there is then no incumbent Administrative Agent), and the Administrative Agent will in turn notify the Lenders:
 

(i)                 of the occurrence of any Default or Event of Default hereunder;
 
(ii)               of (A) any breach or non-performance of, or any default under, any material Contractual Obligation of any Group Company, (B)

any dispute, litigation, investigation, proceeding or suspension between any Group Company and any Governmental Authority or, to the knowledge
of the Borrower, the threat against any Group Company of any of the foregoing in writing, (C) the commencement of, or any material adverse
development in, or, to the knowledge of the Borrower, the written threat against any Group Company of, any litigation or proceeding affecting any
Group Company, including pursuant to any applicable Environmental Law, or (D) any violation of or noncompliance with any Law by any Group
Company, in each case of subclauses (A) through (D) to the extent that the same has resulted or could reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect;
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(iii)             of the occurrence of any ERISA Event with respect to a Group Company or any other ERISA Event that, in either case, could
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect; and

 
(iv)              of the occurrence of a Material Adverse Effect or any event that, individually or in the aggregate, could reasonably be expected

to have a Material Adverse Effect.
 

Each notice pursuant to this Section 6.03 shall be accompanied by a statement of a Responsible Officer of the Borrower setting forth details of the
occurrence referred to therein and stating what action the Borrower has taken and proposes to take with respect thereto. Each notice pursuant to Section
6.03(i) shall describe with particularity any and all provisions of this Agreement or the other Loan Documents that have been breached.

 
Section 6.04            Payment of Taxes and Related Items. Each of the Group Companies will file all applicable Tax returns and pay and discharge

all Taxes, claims, assessments and other governmental charges or levies imposed upon it, or upon its income or profits, or upon any of its properties;
provided, however, that no Group Company shall be required to file such Tax returns or pay any such Tax or governmental charge or levy (A) which is being
contested in good faith by appropriate proceedings diligently conducted and as to which adequate reserves have been established in accordance with GAAP
or (B) to the extent failure to file such tax returns or make such payment could not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect.

 
Section 6.05            Preservation of Existence, etc. Except as a result of or in connection with a dissolution, merger or disposition of a Subsidiary of

the Borrower or other transaction permitted under Section 7.04 or Section 7.05, each Group Company will: (i) preserve, renew and maintain in full force and
effect its legal existence and good standing under the Laws of the jurisdiction of its organization, except in the case of a Subsidiary of the Borrower where the
failure to do so could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect; (ii) take all commercially reasonable
action to maintain all rights, privileges, permits, licenses and franchises necessary in the normal conduct of its business, except to the extent that failure to do
so could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect; and (iii) preserve or renew all of its registered
patents, trademarks, trade names and service marks, the non-preservation of which could reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect.

 
Section 6.06            Maintenance of Properties. Each Group Company will: (i) maintain, preserve and protect all of its properties and equipment

necessary in the operation of its business in good working order and condition, ordinary wear and tear and Casualty and Condemnation excepted; and (ii)
make all necessary repairs thereto and renewals and replacements thereof, except, in each case, where the failure to do so could not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect.

 
Section 6.07            Maintenance of Insurance.
 
(a)                Insurance Policies. Each of the Group Companies will at all times maintain in full force and effect insurance (including worker’s

compensation insurance, liability insurance, property insurance, flood insurance and casualty insurance) in such amounts, covering such risk and liabilities
and with such deductibles or self-insurance retentions as are prudent in the good faith judgment of the officers of the Borrower. The Collateral Agent shall be
named as loss payee or mortgagee, as its interest may appear, with respect to all such property and casualty policies and additional insured with respect to all
business interruption or liability policies (other than worker’s compensation, director and officer liability or other policies in which such endorsements are
not customary), and each provider of any such insurance shall agree, by endorsement upon the policy or policies issued by it or by independent instruments
furnished to the Collateral Agent, that it will use commercially reasonable efforts to give the Collateral Agent thirty (30) days’ prior written notice before any
such policy or policies shall be canceled (or ten (10) days’ prior written notice for cancellation due to non-payment), and, if such endorsement is available at
reasonable cost, that no act or default of any Group Company or any other Person shall affect the rights of the Collateral Agent or the Lenders under such
policy or policies.
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(b)                Flood Insurance. With respect to each Mortgaged Property (if any), obtain flood insurance in such total amount as is sufficient to
comply with all applicable rules and regulations promulgated under the applicable federal flood insurance laws, if at any time the area in which any
improvements located on any Mortgaged Property is designated a “flood hazard area” in any Flood Insurance Rate Map published by the Federal Emergency
Management Agency (or any successor agency), and otherwise comply with the National Flood Insurance Program.

 
Section 6.08            Compliance with Laws and Contractual Obligations. (a) Each of the Group Companies will comply with all requirements of

Law applicable to it and its properties to the extent that noncompliance with any such requirement of Law could reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect. Without limiting the generality of the foregoing, each of the Group Companies will do each of the
following as it relates to any (x) Plan maintained by, or Multiemployer Plan contributed to by, each of the Group Companies or (y) Employee Benefit
Arrangement, in each case except to the extent that any failure to do any of the following could not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect: (i) maintain each Plan (other than a Multiemployer Plan) in compliance in all respects with the applicable provisions of
ERISA, the Code or other Federal, state or foreign Law and its terms; (ii) cause each Plan (other than a Multiemployer Plan) that is qualified under Section
401(a) of the Code to maintain such qualifications; (iii) not become a party to any Plan subject to Section 412 of the Code; (iv) ensure that there are no
Unfunded Liabilities in excess of the Threshold Amount; (v) not become a party to any Multiemployer Plan; (vi) make all contributions (including any
special payments to amortize any Unfunded Liabilities) required to be made to any Plan or Multiemployer Plan in accordance with all applicable Laws in a
timely manner; (vii) ensure that the contributions or premium payments to or in respect of all Employee Benefit Arrangements are and continue to be
promptly paid at no less than the rates required under the rules of such arrangements and in accordance with the most recent actuarial advice received in
relation to the Employee Benefit Arrangement and generally in accordance with applicable Law; and (viii) use its commercially reasonable efforts to cause
each of its ERISA Affiliates to do each of the items listed in clauses (i) through (vi) above as it relates to Plans and Multiemployer Plans maintained by or
contributed to by its ERISA Affiliates such that there shall be no liability to a Group Company by virtue of such ERISA Affiliate’s acts or failure to act.

 
(b) Each of the Group Companies will perform and observe all terms and provisions of each Contractual Obligation (other than in respect of Indebtedness) to
be performed or observed by it and maintain (to the extent necessary in the exercise of its reasonable business judgment) each such Contractual Obligation,
except to the extent that the failure to perform or observe any such terms or provisions, or to maintain any such Contractual Obligations, could not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect.
 

Section 6.09            Books and Records. Each of the Group Companies will keep books and records of its transactions that are complete and accurate
in all material respects in accordance with GAAP (including the establishment and maintenance of appropriate reserves).
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Section 6.10            Inspection Rights. Each of the Group Companies will from time to time (but, if no Event of Default shall have occurred and be
continuing, not more often than once per fiscal year of the Borrower at the Borrower’s expense) permit representatives and independent contractors of the
Administrative Agent to visit and inspect any of its properties, to examine its corporate, financial and operating records, and make copies thereof or abstracts
therefrom, and to discuss its affairs, finances and accounts with its officers and employees, all at such reasonable times during normal business hours, upon
reasonable advance notice to the Borrower; provided, however, that (1) when an Event of Default exists the Administrative Agent (or any of its
representatives or independent contractors) may do any of the foregoing at the expense of the Borrower at any time during normal business hours and (2)
representatives of any Lender may accompany the Administrative Agent, at such Lender’s expense.

 
Section 6.11            Use of Proceeds. The Borrower will use the proceeds of the Loans solely for the purposes set forth in Section 5.17.
 
Section 6.12            Additional Loan Parties; Additional Security.
 
(a)                Additional Subsidiary Guarantors. The Borrower will take, and will cause each of its Subsidiaries (other than Excluded Subsidiaries) to

take, such actions from time to time as shall be necessary to ensure that all Subsidiaries of the Borrower (other than Excluded Subsidiaries) are Subsidiary
Guarantors not later than the times set forth herein. Without limiting the generality of the foregoing, if any Group Company shall form or acquire any new
Subsidiary (other than an Excluded Subsidiary), or if any Excluded Subsidiary shall cease to be an Excluded Subsidiary, the Borrower, as soon as practicable
and in any event within thirty (30) days (or such later date as may be agreed by the Administrative Agent in its sole discretion) after such formation,
acquisition or cessation, will provide the Collateral Agent with notice of such formation, acquisition or cessation and the Borrower will cause such
Subsidiary to:

 
(i)                 within thirty (30) days (or such later date as may be agreed by the Administrative Agent in its sole discretion) after such

formation, acquisition or cessation, (A) execute an Accession Agreement pursuant to which such Subsidiary shall agree to become a “Subsidiary
Guarantor” under the Guaranty; a “Subsidiary Guarantor” under the Security Agreement; and a “Subsidiary Guarantor” under the Pledge Agreement;
and/or an obligor under such other Collateral Documents as may be applicable to such new Subsidiary and (B) take all actions required to be taken
by such Collateral Documents to perfect the Liens granted thereunder; and

 
(ii)               deliver such proof of organizational authority, incumbency of officers, opinions of counsel and other documents as is consistent

with those delivered by each Loan Party pursuant to Section 4.01 of this Agreement on the Closing Date or as the Administrative Agent or the
Collateral Agent shall have reasonably requested in order to evidence compliance with this Section 6.12.

 
(b)                Additional Security. (i) The Borrower will, and will cause each of its Subsidiaries which is, or becomes, a Subsidiary Guarantor to cause,

all or substantially all personal property (other than any personal property expressly excluded from the definition of “Collateral” in the Security Agreement
or any other Collateral Document), to be subject at all times to perfected Liens in favor of the Collateral Agent for the benefit of the Finance Parties pursuant
to the Collateral Documents, or such other security agreements, pledge agreements, or similar collateral documents as the Collateral Agent shall reasonably
request to create or perfect its Liens on the Collateral (collectively, the “Additional Collateral Documents”). In the event that any Loan Party acquires any
owned Real Property after the Closing Date having a fair market value in excess of […***…], the Borrower agrees to promptly (but in no event later than
thirty (30) days after the acquisition thereof) provide the Administrative Agent with written notice of such acquisition, setting forth in reasonable detail the
location and a description of the Real Property so acquired. The Borrower or the applicable Subsidiary Guarantor will cause to be delivered to the Collateral
Agent with respect to such Real Property, a Mortgage or other appropriate instrument under applicable law sufficient to create a valid first priority Lien
(except as otherwise permitted by the definition of Permitted Liens) of record on such Real Property, as well as Surveys, title insurance policies, local counsel
opinions, flood insurance certificates, and other customary instruments, certificates and documents, as are in form and substance reasonably requested by the
Collateral Agent. Without limiting the generality of the foregoing, the Borrower will cause, and will cause each of its Subsidiaries that is or becomes a
Subsidiary Guarantor to cause, 100% of the Equity Interests owned by them of each of their respective direct and indirect Domestic Subsidiaries (other than
any (i) CFC Holdco or (ii) any Domestic Subsidiary of a CFC or a CFC Holdco) and, with respect to each Foreign Subsidiary that is a CFC or a CFC Holdco,
65% of each class of Equity Interests entitled to vote (within the meaning of Treasury Regulation Section 1.956-2(c)(2)) directly owned by the Borrower or a
Subsidiary Guarantor and 100% of each class of Equity Interests of such CFC or CFC Holdco not entitled to vote (within the meaning of Treasury Regulation
Section 1.956-2(c)(2)) directly owned by the Borrower or a Subsidiary Guarantor, in each case, to be subject at all times to a first priority, perfected Lien in
favor of the Collateral Agent, subject only to Permitted Liens described in Section 7.02(ii), (iii), (iv), (xv), (xxiv) or (xxv).
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(i)                 All such security interests and mortgages shall be granted pursuant to documentation consistent with the Collateral Documents
executed on the Closing Date and otherwise reasonably satisfactory in form and substance to the Collateral Agent and shall constitute valid and
enforceable perfected security interests and mortgage liens subject to no other Liens except for Permitted Liens. The Additional Collateral
Documents or instruments related thereto shall have been duly recorded or filed in such manner and in such places as are required by law to
establish, perfect, preserve and protect the Liens in favor of the Collateral Agent required to be granted pursuant to the Additional Collateral
Documents, and all Taxes, fees and other charges payable in connection therewith shall have been paid in full. The Borrower shall cause to be
delivered to the Collateral Agent such opinions of counsel, title insurance and other related documents as may be reasonably requested by the
Collateral Agent to assure itself that this Section 6.12(b) has been complied with.

 
(ii)               Notwithstanding anything contained in this Section 6.12(b), the Collateral Agent and the Borrower may exclude assets from the

Collateral and that the Borrower shall not be required to deliver any Additional Collateral Documents, if, as reasonably determined by the Collateral
Agent and the Borrower, the cost of obtaining or perfecting a security interest is excessive in relation to the benefit afforded to the Finance Parties
thereby.

 
(c)                Real Property Appraisals. If the Collateral Agent reasonably determines that it or any of the Finance Parties are required by Law or

regulation to have appraisals prepared in respect of the owned Real Property of any Group Company constituting Collateral, appraisals shall be obtained in
satisfaction of the applicable requirements set forth in 12 C.F.R., Part 34 - Subpart C or any successor or similar statute, rule, regulation, guideline or order,
and which shall be in scope, form and substance compliant with such requirements.

 
(d)                Completion of Actions. The Borrower agrees that each action required by Section 6.12(b) shall be completed as soon as reasonably

practicable, but in no event later than sixty (60) days (or, in the case of delivery of Mortgages, ninety (90) days) (or, in either case, such later date as
determined by the Administrative Agent in its sole discretion) after such action is either requested to be taken by the Collateral Agent or required to be taken
by the Borrower or any of its Subsidiaries pursuant to the terms of this Section 6.12.

 
Section 6.13            Further Assurances.
 
(a)                Promptly, upon the reasonable request of the Administrative Agent (on behalf of itself or of any Lender) or the Collateral Agent, at the

Borrower’s expense, execute, acknowledge and deliver, or cause the execution, acknowledgment and delivery of, and thereafter register, file or record, or
cause to be registered, filed or recorded, in an appropriate governmental office, any document or instrument supplemental to or confirmatory of the Collateral
Documents or otherwise deemed by the Administrative Agent or the Collateral Agent reasonably necessary or desirable for the continued validity, perfection
and priority of the Liens on the Collateral covered thereby subject to no other Liens except as permitted by the Finance Documents, in each case, to the
extent not inconsistent with the terms of any Finance Document.
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(b)                In connection with any change (i) in any Loan Party’s legal name, (ii) in the location of the Borrower’s chief executive office, (iii) in any
Loan Party’s organizational identification number, if any, or (iv) in any Loan Party’s corporate form, jurisdiction of organization (in each case, including by
merging with or into any other entity, reorganizing, dissolving, liquidating, reorganizing or organizing in any other jurisdiction), (A) such Loan Party shall
give the Collateral Agent and the Administrative Agent prompt written notice (which shall in any event be given within thirty (30) days, or such greater
notice period agreed to in writing by the Collateral Agent in its sole discretion, after such change) clearly describing such change and providing such other
information in connection therewith as the Collateral Agent or the Administrative Agent may reasonably request and (B) such Loan Party shall promptly take
all action reasonably requested by the Collateral Agent to maintain the perfection and priority of the security interest of the Collateral Agent for the benefit
of the Finance Parties in the Collateral, if applicable. The Borrower shall not, and shall not permit any other Loan Party to, in any event change its name,
corporate form, organizational structure or location (determined as provided in Section 9-307 of the UCC), if such change would cause the Security Interest
(as defined in the Security Agreement) in favor of the Collateral Agent, in any Collateral to lapse or cease to be perfected unless such Loan Party has taken on
or before the date of lapse all actions necessary to ensure that such Security Interest in the Collateral does not lapse or cease to be perfected. The Borrower
agrees that it shall, and shall cause each Loan Party to, promptly and in any event within thirty (30) days (or such longer period as may be agreed by the
Collateral Agent in its sole discretion) of such change provide the Collateral Agent with certified Organization Documents reflecting any of the changes
(other than location) described in the preceding sentence.

 
Section 6.14            Annual Lenders Conference Call. Within thirty (30) days after the delivery of the financial statements pursuant to Section

6.01(a) for each fiscal year of the Borrower, host a conference call with representatives of the Administrative Agent and the Lenders, to be held at such time as
reasonably designated by the Borrower (in consultation with the Administrative Agent), for the discussion of the financial results of the previous fiscal
quarter and the year-to-date financial condition of the Group Companies, including a reasonable “question and answer” period.

 
Section 6.15            Maintenance of Ratings. Use commercially reasonably efforts to cause the Loans and the Borrower’s corporate credit to continue

to be rated by S&P and Moody’s (but not to maintain a specific rating).
 
Section 6.16            Post Closing Matters. The Borrower and each of the other Loan Parties, as applicable, will execute and deliver the documents

and complete the tasks set forth on Schedule 6.16, in each case, within the time limits specified therein (in each case, as extended by the Administrative
Agent in its sole discretion).

 
Section 6.17            Squeeze Out. The Borrower will, or the Borrower will direct the Acquiror to, consummate the Squeeze Out in accordance with the

Tender Offer Registration Statement and all applicable Laws as soon as reasonably practicable after the Closing Date, but in any event, within one hundred
twenty (120) days after the Closing Date (as such date may be extended by the Administrative Agent in its sole discretion), and, after giving effect thereto, the
Borrower will own, directly or indirectly, 100% of the Equity Interests of the Target. If the Acquiror is required to take alternative methods for the Squeeze
Out which is different from Tender Offer Registration Statement, the Borrower will obtain the prior written consent from the Administrative Agent regarding
the alternative methods.
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Section 6.18            Maintenance of Restricted Cash Collateral Account. The Borrower shall retain at least $25,000,000 in the Restricted Cash
Collateral Account, which account shall remain subject to the control of the Collateral Agent pursuant to the terms of the Securities Account Control
Agreement and the Security Agreement until the date upon which (x) no Event of Default exists or would result from the release of such funds from the
Restricted Cash Collateral Account and (y) at least $35,000,000 in aggregate principal amount of Initial Term Loans has been prepaid or repaid.

 
ARTICLE VII

NEGATIVE COVENANTS
 

The Borrower agrees that until the Discharge of Senior Finance Obligations:
 
Section 7.01            Limitation on Indebtedness. None of the Group Companies will incur, create, assume or permit to exist any Indebtedness or

Swap Obligations except:
 

(i)                 Indebtedness of the Borrower and its Subsidiaries outstanding on the Closing Date and disclosed on Schedule 7.01
(collectively, the “Existing Indebtedness”);

 
(ii)               Indebtedness of the Loan Parties under this Agreement and the other Loan Documents, including any Incremental Loans

incurred pursuant to Section 2.15, Extended Term Loans incurred pursuant to Section 2.16 and Indebtedness incurred pursuant to Section 2.17
(including any Credit Agreement Refinancing Indebtedness in lieu of Refinancing Term Loans);

 
(iii)             Purchase Money Indebtedness, Attributable Indebtedness in respect of Capital Leases and Synthetic Lease Obligations of the

Borrower and its Subsidiaries, and Indebtedness financing the acquisition, construction, repair, replacement or improvement of capital assets, in each
case incurred after the Closing Date and Attributable Indebtedness in respect of Sale/Leaseback Transactions of the Borrower and its Subsidiaries
permitted pursuant to Section 7.12; provided that (x) the aggregate amount of all such Indebtedness incurred pursuant to this clause (iii) does not
exceed […***…] at any time outstanding and (y) no Lien securing any such Indebtedness shall extend to or cover any property or asset of any
Group Company other than the asset so financed (and accessions thereto) and proceeds and products thereof (provided that individual financings of
equipment provided by any lender may be cross-collateralized to other financings of equipment provided by such lender);

 
(iv)              (A) Indebtedness of the Borrower or its Subsidiaries secured solely by Liens granted pursuant to clauses (xvi), (xvii) and/or

(xviii) of Section 7.02 and any other Indebtedness of a Person whose Equity Interests or assets are acquired in a Permitted Acquisition which is
assumed by the Borrower or a Subsidiary of the Borrower in such Permitted Acquisition; provided that such Indebtedness was not incurred in
connection with, or in anticipation of, the events described in such clauses or such Permitted Acquisition, and (B) so long as no Default or Event of
Default is continuing at the time of, or would result from, the incurrence of such Indebtedness, Indebtedness incurred to finance a Permitted
Acquisition, provided that the aggregate amount of all Indebtedness incurred pursuant to this clause (iv) does not exceed […***…] at any time
outstanding;

 
(v)                Indebtedness of the Borrower in respect of the Existing Subordinated Notes in an aggregate principal amount not to exceed the

Existing Subordinated Notes Amount; provided that such Indebtedness shall only be permitted to remain outstanding until February 1, 2016;
 
(vi)              any Permitted Refinancing of Indebtedness permitted under clause (i), (iii) or (iv) above (but without duplication of amounts

outstanding pursuant to such clauses);
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(vii)            Indebtedness of the Borrower or any of the Subsidiaries that may be deemed to exist (including, without duplication, any
contingent liabilities in respect thereof) in connection with agreements providing for indemnification, purchase price adjustments, earn-out,
“milestone”, non-compete, consulting, deferred compensation and similar obligations in connection with acquisitions or sales of assets and/or
businesses permitted under this Agreement;

 
(viii)          Swap Obligations of the Borrower or any of its Subsidiaries under Swap Agreements to the extent entered into in order to manage

interest rate, foreign currency exchange rate and commodity pricing risks and not for speculative purposes;
 
(ix)              Indebtedness owed to any Person providing property, casualty or liability insurance to the Borrower or any Subsidiary of the

Borrower, so long as such Indebtedness shall not be in excess of the amount of the unpaid cost of, and shall be incurred only to defer the cost of,
such insurance for the annual period (plus additional fees and costs imposed by virtue of being paid in installments) in which such Indebtedness is
incurred and such Indebtedness shall be outstanding only during such year;

 
(x)                Indebtedness consisting of Guaranty Obligations incurred (A) by the Borrower in respect of Indebtedness, leases or other

ordinary course obligations not prohibited to be incurred by, or obligations in respect of Permitted Acquisitions, other Investments permitted by
Section 7.06 or Permitted Joint Ventures of, any Subsidiary Guarantor, (B) by any Subsidiary Guarantor in respect of Indebtedness, leases or other
ordinary course obligations not prohibited to be incurred by, or obligations in respect of Investments permitted by Section 7.06 or Permitted Joint
Ventures of, the Borrower or any other Subsidiary Guarantor, (C) by any Subsidiary of the Borrower that is not a Loan Party in respect of the
Indebtedness, leases or other ordinary course obligations not prohibited to be incurred by, or obligations in respect of Permitted Acquisitions, other
Investments permitted by Section 7.06 or Permitted Joint Ventures of, the Borrower or any other Subsidiary of the Borrower; provided, if a
Subsidiary that is not a Loan Party incurs Guaranty Obligations in respect of Indebtedness of a Loan Party, then such Subsidiary shall become a
Subsidiary Guarantor hereunder, and (D) by any Loan Party in respect of Indebtedness, leases or other ordinary course obligations not prohibited to
be incurred by, or obligations in respect of Permitted Acquisitions, other Investments permitted by Section 7.06 or Permitted Joint Ventures of, any
Subsidiary that is not a Loan Party, in each case, to the extent constituting an Investment permitted pursuant to Section 7.06;

 
(xi)              intercompany Indebtedness to the extent permitted by Section 7.06(a)(ix);
 
(xii)            (A) Indebtedness of the Borrower and its Subsidiaries arising from the honoring by a bank or other financial institution of a

check, draft or similar instrument drawn against insufficient funds in the Ordinary Course of Business; provided that (1) such Indebtedness (other
than credit or purchase cards) is extinguished within five (5) Business Days after receipt of notice of its incurrence and (2) such Indebtedness in
respect of credit or purchase cards is extinguished within sixty (60) days from its incurrence, and (B) obligations of the Borrower and its Subsidiaries
to financial institutions, in each case to the extent in the Ordinary Course of Business and on terms and conditions which are within the general
parameters customary in the banking industry, in connection with Cash Management Services or incurred as a result of endorsement of negotiable
instruments for deposit or collection purposes;

 
(xiii)          unsecured subordinated Indebtedness of the Borrower at any time outstanding owing to any then existing or former director,

officer, employee, independent contractor, manager or consultant of the Borrower or its Subsidiaries (or their estates, spouses or former spouses, other
immediate family members, successors, executors, administrators, heirs, legatees or distributees of any of the foregoing) for the repurchase,
redemption or other acquisition or retirement for value of any Equity Interest or Equity Equivalent of the Borrower held by them to the extent such
repurchase, redemption or other acquisition or retirement for value is permitted by Section 7.07, in an aggregate principal amount not to exceed […
***…] at any time outstanding;
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(xiv)          contingent obligations under or in respect of (A) surety bonds, appeal bonds, performance and return-of-money bonds, workers’
compensation claims, self-insurance obligations, bankers’ acceptances and letters of credit or (B) guarantees or obligations with respect to letters of
credit and other similar obligations, in each case, incurred in the Ordinary Course of Business in connection with bids, projects, licenses, leases and
other commercial contracts;

 
(xv)            Indebtedness representing deferred compensation, severance, pension and health and welfare retirement benefits or the

equivalent thereof to current and former employees of the Borrower and its respective Subsidiaries incurred in the Ordinary Course of Business;
 
(xvi)          Indebtedness not otherwise permitted by this Section 7.01 incurred after the Closing Date in an aggregate principal amount not

to exceed […***…] at any time outstanding;
 
(xvii)        unsecured Indebtedness incurred by the Borrower that is exercisable for or convertible or exchangeable into, at the option of the

Borrower, Equity Interests of the Borrower (other than Debt Equivalents or Disqualified Capital Stock), cash or any combination of Equity Interests
of the Borrower (other than Debt Equivalents or Disqualified Capital Stock) of the Borrower, whether at the time of issuance or upon the passage of
time or the occurrence of some future event, so long as, both before and after giving effect to the incurrence thereof, (A) no Default or Event of
Default shall have occurred and be continuing, (B) the Total Leverage Ratio, determined on a Pro Forma Basis for and as of the last day of the most
recent period of […***…] ([…***…])[…***…] for which financial statements have been delivered or are required to have been delivered under
Section 6.01(a) or (b) (or, prior to the first date of delivery of such financial statements, as of the period of […***…] ([…***…]) […***…], […
***…]), shall not be greater than […***…] than the maximum ratio permitted under Section 7.15 as of the last day of the most recently ended Test
Period, (C) such Indebtedness shall have a final maturity date occurring more than ninety-one (91) days following the Latest Maturity Date then in
effect, (D) the Weighted Average Life to Maturity of such Indebtedness shall be no shorter than the Weighted Average Life to Maturity of any Class
of Term Loans outstanding at the time of incurrence of such Indebtedness, (E) none of the Borrower’s Subsidiaries is a borrower or guarantor with
respect to any such Indebtedness unless (x) such guaranty is on an unsecured basis and (y) such Subsidiary is a Subsidiary Guarantor which shall
have previously or substantially concurrently Guaranteed the Borrower’s Senior Credit Obligations hereunder and (F) such Indebtedness shall not
require any mandatory repayment, redemption, repurchase or defeasance (other than customary change of control, asset sale, fundamental change,
event or casualty or condemnation event offers, customary acceleration any time after an event of default and customary conversion rights into
Equity Interests of the Borrower (other than Disqualified Capital Stock)); provided, however, the Borrower shall not settle any conversions of such
Indebtedness for, or exchange such Indebtedness into, cash (other than cash in lieu of fractional shares) unless the Borrower is otherwise permitted to
do so under this Agreement; and

 
(xviii)      all premiums, interest (including post-petition interest), fees, expenses, charges and additional or contingent interest on

obligations described in clauses (i) through (xvii) above.
 

Section 7.02            Restriction on Liens. None of the Group Companies will create, incur, assume or permit to exist any Lien on any property or
assets (including Equity Interests or other securities of any Person, including any Subsidiary of the Borrower) now owned or hereafter acquired by it or on any
income or rights in respect of any thereof, except Liens described in any of the following clauses (collectively, “Permitted Liens”):
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(i)                 Liens existing on the Closing Date and listed on Schedule 7.02 and any modifications, refinancings, replacements, substitutions
renewals or extensions thereof; provided that (A) any such modification, refinancing, replacement, substitution, renewal or extension of any such
Lien does not extend to any additional property other than (x) after-acquired property that is affixed or incorporated into the property covered by
such Lien or financed by Indebtedness permitted under Section 7.01, (y) proceeds and products thereof and (z) after-acquired property subject to a
Lien securing Indebtedness and other obligations incurred prior to such time and which Indebtedness and other obligations are permitted hereunder
that require, pursuant to their terms at such time, a pledge of after-acquired property, it being understood that such requirement shall not be
permitted to apply to any property to which such requirement would not have applied but for such acquisition), and (B) the refinancing,
replacement, substitution, modification, renewal or extension of the obligations secured or benefited by such Liens is permitted by Section 7.01;

 
(ii)               (x) Liens created by the Collateral Documents securing the Finance Obligations and (y) Liens on Collateral securing Permitted

Equal Priority Refinancing Debt and/or Permitted Junior Priority Refinancing Debt;
 
(iii)             Liens for Taxes, assessments and other governmental charges or levies (A) which are not overdue for a period of more than sixty

(60) days or (B) which are being contested in good faith by appropriate proceedings and as to which adequate reserves have been established in
accordance with GAAP;

 
(iv)              Liens imposed by Law securing the charges, claims, demands or levies of landlords, carriers, suppliers, warehousemen,

materialmen, workmen, mechanics, carriers and other like Liens imposed by Law which were incurred in the Ordinary Course of Business and which
(A) do not, individually or in the aggregate, materially detract from the value of the property or assets which are the subject of such Lien or
materially impair the use thereof in the operation of the business of the Borrower or any of its Subsidiaries, (B) are otherwise being contested in good
faith by appropriate proceedings diligently pursued for which adequate reserves (in the good faith judgment of the management of the Borrower)
have been established in accordance with GAAP, which proceedings have the effect of preventing the forfeiture or sale of the property or assets
subject to such Lien or (C) secure amounts not overdue for a period of more than sixty (60) days;

 
(v)                Liens (other than any Liens imposed by ERISA or pursuant to any Environmental Law) not securing Indebtedness or Swap

Obligations incurred or deposits made in the Ordinary Course of Business in connection with workers’ compensation, unemployment insurance and
other types of social security and other similar obligations incurred in the Ordinary Course of Business;

 
(vi)              Liens and deposits securing obligations in respect of surety bonds (other than appeal bonds and bonds posted in connection

with court proceedings or judgments), customs bonds, statutory obligations to Governmental Authorities, utilities, tenders, sales, contracts (other
than for borrowed money), bids, leases, government contracts, performance and return-of-money bonds and other similar obligations incurred in the
Ordinary Course of Business for sums not more than ninety (90) days overdue or being contested in good faith by appropriate proceedings and for
which the Borrower and its Subsidiaries maintain adequate reserves in accordance with GAAP, which proceedings for orders entered in connection
with such proceedings have the effect of preventing the forfeiture or sale of the property subject to any such Lien;

 
(vii)            pledges or deposits of cash and Cash Equivalents securing deductibles, self-insurance, co-payment, co-insurance, retentions or

similar obligations to providers of property, casualty or liability insurance in the Ordinary Course of Business;
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(viii)          Liens on (A) insurance premiums, dividends and rebates and other identifiable proceeds therefrom which may become payable
under insurance policies and loss payments which reduce the incurred premiums on such insurance policies and (B) rights which may arise under
State insurance guarantee funds relating to any such insurance policy, in each case securing Indebtedness permitted to be incurred pursuant to
Section 7.01(ix);

 
(ix)              Liens arising solely by virtue of any contract, statutory or common Law provision, in each case relating to banker’s liens, rights

of setoff or similar rights, in each case incurred in the Ordinary Course of Business, including Liens of a collection bank arising under Section 4-210
of the UCC on items in the course of collection;

 
(x)                licenses permitted pursuant to Section 7.05(xvi);
 
(xi)              municipal ordinances, easements, rights of way, licenses, reservations, covenants, conditions, waivers, restrictions on the use of

property or other minor encumbrances or irregularities of title not securing Indebtedness or Swap Obligations which do not, individually or in the
aggregate, materially impair the use of any property in the operation or business of the Borrower or any of its Subsidiaries or the value of such
property for the purpose of such business;

 
(xii)            Liens arising from precautionary UCC financing statements regarding, and any interest or title of a licensor under any license or

a lessor or sublessor under, Operating Leases not prohibited by this Agreement;
 
(xiii)          Liens arising from judgments, decrees or attachments (or securing of appeal bonds and bonds posted in connection with court

proceedings or judgments with respect thereto) in circumstances not constituting an Event of Default under Section 8.01(g);
 
(xiv)          Liens securing Indebtedness permitted to be incurred under Section 7.01(i) (so long as such Liens do not extend beyond the

property which secured such Indebtedness as of the Closing Date; provided that individual financings of equipment provided by one lender may be
cross-collateralized to other financings of equipment provided by such lender), Section 7.01(iii) (so long as such Liens attach to the property or asset
so financed within 180 days of the related incurrence of Indebtedness) and Section 7.01(vi) (so long as the Lien securing such Permitted Refinancing
does not extend beyond the property which secured the Indebtedness which is being refinanced, provided that individual financings of equipment
provided by one lender may be cross-collateralized to other financings of equipment provided by such lender) and which does not extend to any
assets other than those of such Person;

 
(xv)            any Lien existing on any asset of any Person at the time such Person becomes a Subsidiary of the Borrower and not created in

contemplation of such event and which does not extend to any assets other than those of such Person and other than proceeds thereof or
improvements thereof;

 
(xvi)          any Lien on any asset (other than on the Equity Interests of one or more Subsidiaries of the Borrower) of any Person existing at

the time such Person is merged or consolidated with or into the Borrower or a Subsidiary of the Borrower and not created in contemplation of such
event and which does not extend to any assets other than those of such Person and other than proceeds thereof or improvements thereof;

 
(xvii)        any Lien existing on any asset (other than on the Equity Interests of one or more Subsidiaries) prior to the acquisition thereof by

the Borrower or a Subsidiary of the Borrower and not created in contemplation of such acquisition;
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(xviii)      Liens solely on any cash earnest money deposits made by the Borrower or any of its Subsidiaries in connection with any letter of
intent or purchase agreement with respect to a Permitted Acquisition, an Investment permitted by Section 7.06 or a Permitted Joint Venture and
licenses and sublicenses permitted under Section 7.05(xvi)(A), to the extent such licenses and sublicenses constitute a Lien;

 
(xix)          (a) Liens on cash and Cash Equivalents securing Swap Obligations and (b) Liens (other than on the Collateral) securing Swap

Obligations of the Borrower or any Subsidiary of the Borrower under Swap Agreements permitted hereunder, in each case to the extent entered into
with a financial institution that is not a Swap Creditor in order to manage interest rate, foreign currency exchange rate and commodity pricing risks
and not for speculative purposes and in an aggregate amount for preceding clauses (a) and (b) not to exceed […***…] at any time outstanding;

 
(xx)            Liens in favor of customs and revenue authorities arising as a matter of Law to secure payment of customs duties in connection

with the importation of goods in the Ordinary Course of Business;
 
(xxi)          Liens arising out of conditional sale, title retention, consignment or similar arrangements for the sale of goods entered into by

any Group Company in the Ordinary Course of Business in accordance with past practices of such Group Company;
 
(xxii)        licenses or leases of the properties of any Group Company, and the rights of ordinary-course lessees described in Section 9-321 of

the UCC, in each case entered into in the Ordinary Course of Business of such Group Company so long as such licenses or leases and rights do not,
individually or in the aggregate, (i) interfere in any material respect with the ordinary conduct of the business of any Group Company or (ii)
materially impair the use (for its intended purposes) or the value of the property subject thereto;

 
(xxiii)      Liens which may arise as a result of municipal and zoning codes and ordinances, building and other land use laws imposed by any

Governmental Authority which are not violated in any material respect by existing improvements or the present use or occupancy of any Real
Property, or in the case of any Mortgaged Property, encumbrances disclosed in the title insurance policy issued to, and reasonably approved by, the
Collateral Agent;

 
(xxiv)       (A) in connection with any disposition or license not prohibited by Section 7.05, customary rights and restrictions contained in

agreements relating to such disposition pending the completion thereof (or in the case of a license, during the term thereof), and (B) any option or
other agreement to dispose or license any asset provided that such disposition or license is permitted under Section 7.05;

 
(xxv)         in the case of (A) any Subsidiary that is not a Wholly Owned Subsidiary or (B) the Equity Interests in any Person that is not a

Subsidiary, any encumbrance or restriction, including any put and call arrangements, related to Equity Interests in such Subsidiary or such other
Person set forth in the Organization Documents of such Subsidiary or such other Person or any related joint venture, shareholders’, investors’ rights
or similar agreement;

 
(xxvi)       Liens on the assets of Foreign Subsidiaries that secure only Indebtedness or other obligations of such Foreign Subsidiaries

permitted hereunder; and
 
(xxvii)     other Liens so long as the aggregate amount of the obligations or liabilities secured thereby does not exceed […***…] at any

time outstanding.
 

Confidential and Proprietary 
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.

OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

112 



 

Section 7.03            Nature of Business. (a) None of the Group Companies will engage in any business other than the business conducted by such
Persons as of the Closing Date after giving effect to the Transactions, and other businesses, directly related thereto and similar, complimentary or related
businesses.

 
(b)                Notwithstanding anything to the contrary contained herein, (x) […***…] shall not (i) engage in any business, (ii) own any material

assets or (iii) incur any Indebtedness or other material liabilities, other than, as applicable, (I) maintaining its corporate or other entity existence, (II) the
ownership of Equity Interests (A) in Subsidiaries held by it as of the Closing Date and (B) of the Target, (III) the ownership of cash contributed or loaned to it
for the purpose of making further investments in its Subsidiaries to the extent otherwise permitted hereby, (IV) any transfer of any Equity Interests owned by
it to any Loan Party (or, in the case of Equity Interests of the Target, to any other Subsidiary of the Borrower) and any transfer of cash and any Equity Interests
in the Target to Group Members to the extent permitted pursuant to Section 7.06; and (V) any activities and liabilities incidental to the foregoing and (y) […
***…] shall not (i) incur any Indebtedness of the types described in clauses (i) and (ii) of the definition of “Indebtedness” in Section 1.01 (other than
intercompany Indebtedness to the extent otherwise permitted under this Agreement, obligations in respect of Cash Management Services and Indebtedness of
the type permitted pursuant to Section 7.01(xiv) (solely as it relates to Indebtedness constituting workers’ compensation obligations and similar obligations
in the Ordinary Course of Business)) or (ii) transfer or dispose any Intellectual Property owned by it, other than any transfer or disposition of Intellectual
Property owned by it to any Loan Party; provided that, notwithstanding the foregoing, […***…] shall be permitted to license or sublicense Intellectual
Property owned by it to the extent otherwise permitted under this Agreement.

 
Section 7.04            Consolidation, Merger and Dissolution. Except in connection with an Asset Disposition permitted by the terms of Section 7.05,

none of the Group Companies will merge or consolidate or liquidate, wind up or dissolve itself or its affairs (or suffer any liquidations or dissolutions);
provided that:

 
(i)                 any Subsidiary of the Borrower may merge with and into, or be voluntarily consolidated, dissolved or liquidated into, the

Borrower, so long as (A) the Borrower is the surviving corporation of such merger, dissolution or liquidation, (B) the security interests granted to the
Collateral Agent for the benefit of the Finance Parties pursuant to the Collateral Documents in the assets of the Borrower and such Subsidiary so
merged, consolidated, dissolved or liquidated shall remain in full force and effect and perfected (to at least the same extent as in effect immediately
prior to such merger, dissolution or liquidation) and (C) any consideration (other than Qualified Capital Stock of the Borrower) received by any
Person other than the Borrower or any Subsidiary Guarantor in respect of or as a result of such transaction will be deemed an Investment with respect
thereto;

 
(ii)               any Subsidiary of the Borrower may merge with and into, or be voluntarily consolidated, dissolved or liquidated into, any other

Subsidiary of the Borrower, so long as (A) in the case of any such merger, dissolution or liquidation involving one or more Subsidiary Guarantors,
(x) a Subsidiary Guarantor is the surviving corporation of such merger, dissolution or liquidation and (y) any consideration (other than Qualified
Capital Stock of the Borrower) received by any Person other than the Borrower or any Subsidiary Guarantor in respect of or as a result of such
transaction will be deemed an Investment with respect thereto, and (B) the security interests granted to the Collateral Agent for the benefit of the
Finance Parties pursuant to the Collateral Documents in the assets of each Subsidiary so merged, dissolved or liquidated and in the Equity Interests
of the surviving entity of such merger, dissolution or liquidation shall remain in full force and effect and perfected (to at least the same extent as in
effect immediately prior to such merger, dissolution or liquidation);

 
(iii)             the Borrower or any Subsidiary of the Borrower may merge with any Person in connection with a Business Acquisition if (A) in

the case of any such merger involving the Borrower, the Borrower shall be the continuing or surviving corporation in such merger, (B) any
consideration (other than Qualified Capital Stock of the Borrower) received by any Person other than the Borrower or any Subsidiary Guarantor in
respect of or as a result of such transaction will be deemed an Investment with respect thereto, (C) in the case of any such merger involving a
Subsidiary Guarantor, such Subsidiary Guarantor shall be the continuing or surviving Person in such merger or the continuing or surviving Person in
such merger shall, within the time periods required pursuant to Section 6.12, become a Subsidiary Guarantor having all the responsibilities and
obligations of the Subsidiary Guarantor so merged and (D) the Loan Parties shall be in compliance with the terms of Section 6.12;
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(iv)              any Subsidiary of the Borrower may merge with any Person in connection with an Investment permitted by Section 7.06 or
Permitted Joint Venture if (A) in the case of any such merger involving a Subsidiary Guarantor, such Subsidiary Guarantor shall be the continuing or
surviving Person in such merger or the continuing or surviving Person in such merger shall, within the time periods required pursuant to Section
6.12, become a Subsidiary Guarantor having all the responsibilities and obligations of the Subsidiary Guarantor so merged, (B) any consideration
(other than Qualified Capital Stock of the Borrower) received by any Person other than the Borrower or any Subsidiary Guarantor in respect of or as a
result of such transaction will be deemed an Investment with respect thereto and (C) the Loan Parties shall be in compliance with the terms of
Section 6.12;

 
(v)                (A) any Subsidiary of the Borrower that is not a Loan Party may merge or consolidate with or into any other Subsidiary of the

Borrower that is not a Loan Party and (B) any Subsidiary of the Borrower may liquidate, wind up or dissolve or change its legal form if the Borrower
determines in good faith that such action is in the best interest of the Group Companies and is not materially disadvantageous to the Lenders,
provided that in the case of this clause (B), the Person who receives the assets of any dissolving, liquidating or winding up any Subsidiary of the
Borrower that is a Subsidiary Guarantor shall be a Loan Party or such disposition shall otherwise be permitted under Section 7.05 or Section 7.06;

 
(vi)              any Subsidiary of the Borrower may dispose of all or substantially all of its assets (upon voluntary liquidation or otherwise) to

the Borrower or another Subsidiary of the Borrower, provided that if the transferor in such transaction is a Loan Party, then either (A) the transferee
must be a Loan Party or (B) to the extent consisting of an Investment, such Investment must be a permitted Investment in a Subsidiary of the
Borrower that is not a Loan Party in accordance with Section 7.06; and

 
(vii)            any Subsidiary of the Borrower may effectuate a merger, amalgamation, dissolution, winding up, liquidation, consolidation or

Asset Disposition, the purpose of which is to effectuate an Asset Disposition permitted under Section 7.05.
 

In the case of any merger or consolidation permitted by this Section 7.04 of any Subsidiary of the Borrower which is not a Loan Party into a Loan
Party, the Loan Parties must be in compliance with the terms of Section 6.12 after giving effect to such transaction. Notwithstanding anything to the contrary
contained above in this Section 7.04, no action shall be permitted under this Section 7.04 which results in a Change of Control.

 
Section 7.05            Asset Dispositions. None of the Group Companies will make any Asset Disposition; provided that:
 

(i)                 any Group Company may sell or otherwise dispose of inventory and other assets related to such inventory of the Borrower and
its Subsidiaries, in each case, in the Ordinary Course of Business;

 
(ii)               any Group Company may make any Asset Disposition to any Loan Party;
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(iii)             the Group Companies may liquidate or sell cash and Cash Equivalents;
 
(iv)              any Group Company may dispose of machinery, equipment or other assets of a similar type in an aggregate amount not to

exceed […***…] in any fiscal year of the Borrower and which will be reasonably promptly replaced or upgraded with machinery, equipment or
other such other assets used or useful in the Ordinary Course of Business of and owned by such Group Company;

 
(v)                any Group Company may dispose of (w) surplus, obsolete or worn-out assets no longer used or useful in the conduct of the

Borrower or any of its Subsidiaries or otherwise economically impractical to maintain, in each case, in the Ordinary Course of Business in an
aggregate amount for this clause (w) not to exceed […***…] in any fiscal year of the Borrower, (x) non-core assets, divisions or lines of business
acquired in Permitted Acquisitions or the Transactions in an aggregate amount for this clause (x) not to exceed […***…] in any fiscal year of the
Borrower (it being understood that any dispositions made in reliance on this clause (x) during the period from the Closing Date to December 31,
2015 shall be deemed to be made in the Borrower’s 2016 fiscal year), (y) any machinery or equipment purchased at the end of an operating lease and
resold thereafter and (z) minority Investments and Investments in joint ventures to the extent required by, or made pursuant to, stockholders
agreements or buy/sell arrangements between joint ventures or similar parties set forth in the relevant stockholders, joint venture arrangements
and/or similar binding arrangements;

 
(vi)              any Subsidiary of the Borrower that is not a Subsidiary Guarantor may make any Asset Disposition (including any such

transaction effected by way of merger or consolidation) to any other Subsidiary of the Borrower or to the Borrower;
 
(vii)            any Subsidiary of the Borrower may issue Equity Interests in such Subsidiary to the extent constituting Nominal Shares;
 
(viii)          any Group Company may transfer assets as a part of the consideration for Investments to the extent permitted by Section 7.06

(other than Section 7.06(a)(ii)) and so long as the fair market value thereof is applied to reduce capacity under the relevant provisions of Section
7.06;

 
(ix)              Asset Dispositions effected by transactions pursuant to Section 7.04 shall be permitted;
 
(x)                Liens granted in compliance with Section 7.02 and Investments made in compliance with Section 7.06 shall be permitted;
 
(xi)              any Group Company may lease, as lessor or sublessor, or non-exclusively license, as licensor or sublicensor, real or personal

property in the Ordinary Course of Business, that do not materially interfere with the business of the Borrower or its Subsidiaries;
 
(xii)            any Group Company may sell or discount, without recourse, receivables and similar obligations in the Ordinary Course of

Business and not as part of an accounts receivable financing transaction;
 
(xiii)          any Group Company may, in the Ordinary Course of Business, non-exclusively license and sublicense intellectual property;
 
(xiv)          any Group Company may enter into any Sale/Leaseback Transaction permitted by Section 7.01 or Section 7.12;
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(xv)            any Group Company may make Asset Dispositions to any other Group Company or Permitted Joint Venture which is not a
Subsidiary Guarantor where such Asset Disposition constitutes an Investment permitted by Section 7.06(a);

 
(xvi)          any Group Company may (A) license and sublicense its Intellectual Property, in a manner consistent with customary practice for

a pharmaceutical company business, (x) in connection with any collaboration, development, manufacturing and/or commercialization arrangement
or in connection with any authorized generic, (y) in any territory outside the United States or (z) for any drug or product other than AMITIZA® or for
new indication involving AMITIZA®, in each case to the extent approved by the Board of Directors of the Borrower, and (B) maintain, replace,
renew, extend or otherwise modify any exclusive license existing on the Closing Date, to the extent any such replacement, renewal, extension or
modification is not, taken as a whole, adverse to the interests of the Lenders in any material respect;

 
(xvii)        any Group Company may make any other Asset Disposition for at least fair market value (as determined in good faith by the

Borrower); provided that (A) at least […***…] of the consideration therefor is cash or Cash Equivalents and is received at the time of the
consummation of such Asset Disposition (provided, however, that for purposes of this clause (xvii)(A), the following shall be deemed to be cash: (1)
the assumption by the transferee of Indebtedness or other liabilities (other than Indebtedness and liabilities that are by their terms subordinated to
the Senior Credit Obligations) contingent or otherwise of the Borrower or any of its Subsidiaries in connection with such Asset Disposition and (2)
aggregate non-cash consideration received by the Borrower and its Subsidiaries for all Asset Dispositions under this clause (xvii) having a fair
market value (as determined in good faith by the Borrower as of the closing of the applicable Asset Disposition for which non-cash consideration is
received) not to exceed […***…] (net of any non-cash consideration converted into cash and Cash Equivalents received in respect of any such non-
cash consideration)); (B) the aggregate fair market value of all assets sold or otherwise disposed of by the Group Companies in all such transactions
in reliance on this clause (xvii) shall not exceed […***…]; and (C) no Default or Event of Default is then in existence or would otherwise arise
therefrom; provided further that the proceeds of any such Asset Disposition shall be applied to prepayment of the Loans to the extent required under
Section 2.09(c)(iii);

 
(xviii)      the Borrower may contribute the shares of the Target acquired from the Principal Shareholders to any Group Company;
 
(xix)          the Target may issue shares of its common stock to employees of the Target prior to the consummation of the Squeeze-Out

pursuant to any stock appreciation rights, plans, equity incentive or achievement plans or any similar plans or the exercise of options exchangeable
for the Equity Interests of the Target, so long as such rights, plans or options were not entered into or issued in connection with or in contemplation
of the Target becoming a Subsidiary of the Borrower;

 
(xx)            the Group Companies may surrender or waive contractual rights and settle or waive contractual or litigation claims in the

Ordinary Course of Business; and
 
(xxi)          the sale by the Acquired Business of shares of common stock of the Borrower held as of the Closing Date so long as each such

sale is made to an unrelated third party for cash and either (x) for no less than fair market value (as determined in good faith by the Borrower) or (y)
in a transaction approved by the Board of Directors of the Borrower.

 
Upon consummation of an Asset Disposition to a third party by a Group Company permitted under this Section 7.05 (other than clause (xi) or (xiii)),

the Lien created thereon under the Collateral Documents (but not the Lien on any proceeds thereof) shall be automatically released, and the Administrative
Agent shall (or shall cause the Collateral Agent to) (to the extent applicable) deliver to the Borrower, upon the Borrower’s request and at the Borrower’s
expense, such documentation as is reasonably necessary to evidence the release of the Collateral Agent’s security interests, if any, in the assets being
disposed of, including amendments or terminations of UCC financing statements, if any, the return of stock certificates, if any, and the release of any
Subsidiary of the Borrower being disposed of in its entirety from all of its obligations, if any, under the Loan Documents. In addition, the Administrative
Agent shall (or shall cause the Collateral Agent to) (to the extent applicable), at the expense of the Borrower (but without recourse to, and without any
representation or warranty of any kind by, any Agent), enter into non-disturbance and similar agreements in form and substance reasonably satisfactory to the
Administrative Agent in connection with the licensing of Intellectual Property constituting Collateral permitted pursuant to the terms of this Agreement.
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Section 7.06            Investments.
 
(a)                Investments. None of the Group Companies will hold, make or acquire any Investment in any Person other than itself, except the

following:
 

(i)                 Investments existing on the Closing Date disclosed on Schedule 7.06 and Investments existing on the Closing Date in Persons
which are Subsidiaries of the Borrower on the Closing Date, in each case, together with and any modification, replacement, renewal, reinvestment or
extension thereof that does not increase the amount of such Investment;

 
(ii)               any Group Company may invest in cash (including cash held in deposit accounts) and Cash Equivalents;
 
(iii)             the Borrower and each Subsidiary of the Borrower may acquire and hold trade licenses (whether exclusive or non-exclusive),

receivables, accounts, notes receivable, chattel paper, payment intangibles and prepaid accounts owing to them, if created or acquired in the
Ordinary Course of Business and payable or dischargeable in accordance with customary trade terms;

 
(iv)              the Borrower and each Subsidiary of the Borrower may acquire and own Investments (including obligations evidencing

Indebtedness) received in connection with the settlement of accounts arising in the Ordinary Course of Business or in connection with the
bankruptcy or reorganization of suppliers and customers or in settlement of delinquent obligations of, and other disputes with, customers and
suppliers arising in the Ordinary Course of Business;

 
(v)                loans and advances to officers, directors or employees of the Group Companies in the Ordinary Course of Business in an

aggregate principal amount not to exceed […***…] at any one time outstanding;
 
(vi)              any Group Company may make deposits in the Ordinary Course of Business consistent with past practices to secure the

performance of operating leases, payment of utility contracts and obligations under licenses and commercial contracts;
 
(vii)            the Borrower or any Subsidiary of the Borrower may make good faith deposits in connection with proposed Business

Acquisitions in an aggregate amount not to exceed […***…] at any one time or, to the extent arising in the Ordinary Course of Business, in
connection with obligations in respect of surety bonds (other than appeal bonds), statutory obligations to Governmental Authorities, tenders, sales,
contracts (other than for borrowed money), bids, leases, government contracts, performance and return-of-money bonds and other similar obligations
incurred in the Ordinary Course of Business for sums not more than ninety (90) days overdue or being contested in good faith by appropriate
proceedings and for which the Borrower and its Subsidiaries maintain adequate reserves in accordance with GAAP;
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(viii)          loans by any Group Company to officers, directors and employees of the Group Companies […***…] of the proceeds of which
are used to purchase the Borrower’s Equity Interests or the Borrower’s Equity Equivalents (other than Disqualified Capital Stock);

 
(ix)              consistent with the provisions of this Agreement, (A) any Loan Party may make Investments in any other Loan Party, (B) any

Subsidiary of the Borrower that is not a Loan Party may make Investments in the Borrower or any Subsidiary of the Borrower and (C) any Loan Party
may make Investments in any other Subsidiary of the Borrower that is not a Loan Party, provided that the aggregate amount of Investments in
Subsidiaries of the Borrower that are not Loan Parties pursuant to this clause (C), as valued at cost at the time each such Investment is made, shall not
exceed […***…]; provided that, in each case, (A) any intercompany Indebtedness shall be evidenced by a promissory note (which shall be
substantially in the form of Exhibit H or such other form reasonably satisfactory to the Administrative Agent), (B) in the case of intercompany
Indebtedness owed by a Loan Party, such intercompany Indebtedness shall be unsecured and subordinated in right of payment to the payment in full
of the Finance Obligations pursuant to the terms of such promissory note and (C) in the case of intercompany Indebtedness owed to a Loan Party,
such promissory note evidencing intercompany loans shall be pledged to the Collateral Agent pursuant to the Pledge Agreement to the extent
required thereby;

 
(x)                Guaranty Obligations permitted by Section 7.01(x) and the Swap Obligations permitted under Section 7.01(vi);
 
(xi)              Investments arising out of the receipt by the Borrower or any of its Subsidiaries of non-cash consideration for the sale of assets

permitted under Section 7.05;
 
(xii)            the Borrower and its Subsidiaries may make Investments constituting Permitted Acquisitions;
 
(xiii)          the Borrower and its Subsidiaries may engage in asset swaps in the Ordinary Course of Business; provided that to the extent the

assets disposed of constitute Collateral, the Borrower complies with the requirements of Section 6.12 with respect to the assets received in exchange
for the Collateral so disposed of;

 
(xiv)          Investments of any Person in existence at the time such Person becomes a Subsidiary, so long as such Investments are not made in

contemplation of such Person becoming a Subsidiary;
 
(xv)            the making of the Tender Offer and the Stock Purchase pursuant to the Tender Offer Documents on the Closing Date and the

acquisition of the common shares of the Target after the Closing Date pursuant to the Squeeze Out;
 
(xvi)          [Reserved];
 
(xvii)        Investments by the Borrower and its Subsidiaries in Permitted Joint Ventures, provided that the aggregate outstanding amount of

such Investments, as valued at the time each such Investment is made, shall not exceed […***…];
 
(xviii)      so long as no Event of Default has occurred and is continuing or would result therefrom, additional Investments (including,

without limitation, Business Acquisitions, whether or not constituting a Permitted Acquisition) in an aggregate amount not to exceed the Available
Amount at such time; provided, that the aggregate amount of Investments made in reliance with this clause (xviii) that constitute (x) an acquisition
of Equity Interests in a Person that is or becomes a Subsidiary but is not (and does not become) a Subsidiary Guarantor and/or (y) an Investment in a
Subsidiary that is not a Loan Party, together with the aggregate Acquisition Consideration (or allocated share of the aggregate Acquisition
Consideration) in respect of any Business Acquisition permitted pursuant to clause (xii) above in which the Person acquired in such Business
Acquisition did not become a Subsidiary Guarantor and/or the assets acquired in such Business Acquisition were not pledged as Collateral (but only
as to the amounts of such assets that were not pledged as Collateral) in accordance with Section 6.12, shall not exceed […***…];
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(xix)          Investments consisting of Indebtedness, Liens, fundamental changes, Asset Dispositions and Restricted Payments permitted
(other than by reference to Section 7.06) under Section 7.01, Section 7.02, Section 7.04, Section 7.05 and Section 7.07, respectively;

 
(xx)            Investments held by a Subsidiary of the Borrower acquired after the Closing Date or of an entity merged into a Group Company

in accordance with Section 7.04 after the Closing Date to the extent that such Investments were not made in contemplation of, or in connection with,
such acquisition or merger and were in existence at the date of such acquisition or merger;

 
(xxi)          Investments to the extent that payment for such Investments is made solely with Equity Interests of the Borrower (other than Debt

Equivalents or Disqualified Capital Stock) or with the proceeds received by the Borrower from the issuance of its Qualified Capital Stock;
 
(xxii)        the establishment or creation of a Subsidiary in compliance with Section 6.12;
 
(xxiii)      Investments consisting of the contribution or arising out of the sale by (A) the Borrower of shares of the Target acquired from the

Principal Shareholders to any Group Company and (B) any subsequent contribution or sale thereof by one or more Group Company to other Group
Companies); provided that in no event shall such shares be sold by a Group Company that is not a Loan Party to any Loan Party; and

 
(xxiv)       other Investments in an aggregate outstanding amount not to exceed $15,000,000 at any time;
 

provided that no Group Company may make or own any Investment in Margin Stock in violation of Regulation T, U or X of the Board of Governors of the
Federal Reserve System.
 

(b)                Limitation on the Creation of Subsidiaries. No Group Company will establish, create or acquire after the Closing Date any Subsidiary;
provided that the Borrower and its Subsidiaries shall be permitted to establish, create or acquire Subsidiaries so long as (i) the Investment resulting from such
establishment, creation or acquisition is permitted pursuant to Section 7.06(a) and (ii) such new Subsidiary takes all actions required pursuant to Section
6.12, if any.

 
Section 7.07            Restricted Payments, etc. None of the Group Companies will declare or pay any Restricted Payments (other than Restricted

Payments payable solely in Equity Interests or Equity Equivalents (exclusive of Debt Equivalents and Disqualified Capital Stock) of such Person), except
that:

 
(i)                 any direct or indirect Wholly Owned Subsidiary of the Borrower may make Restricted Payments to the Borrower or to any

Wholly Owned Subsidiary of the Borrower;
 
(ii)               any direct or indirect non-Wholly Owned Subsidiary of the Borrower may make Restricted Payments to the Borrower or to any

Wholly Owned Subsidiary of the Borrower or ratably to all holders of its outstanding Equity Interests or to any Subsidiary of the Borrower included
in any consolidated, affiliated, combined or unitary group filing a Tax return with the Borrower or any Subsidiary of the Borrower, but only to the
extent and in an amount necessary for such Subsidiary or, ultimately, the Borrower, to discharge any Tax liability attributable to such non-Wholly
Owned Subsidiary;
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(iii)             the Borrower may make cash Restricted Payments solely to purchase, redeem, retire, acquire, cancel, terminate or repurchase
Equity Interests (or Equity Equivalents) in the Borrower or to make payments on any notes issued to redeem such Equity Interests or Equity
Equivalents from (I) present or former officers, employees, directors, managers or consultants of any Group Company (or their estates, spouses or
former spouses, other immediate family members, estate planning vehicles, successors, executors, administrators, heirs, legatees or distributees of any
of the foregoing) following the death, permanent disability, retirement or termination of employment of any such Person or otherwise or (II) so long
as no Default or Event of Default has occurred and is continuing or would result therefrom, other holders of Equity Interests or Equity Equivalents in
the Borrower; provided that in all such cases the aggregate amount of all cash paid in respect of all such Equity Interests (and Equity Equivalents) so
redeemed or repurchased and all such payments on any such notes pursuant to this clause (iii) does not exceed […***…] in any fiscal year of the
Borrower;

 
(iv)              any Group Company may make additional Restricted Payments in an aggregate amount during the term of this Agreement not

exceeding the amount of Net Cash Proceeds received from any substantially contemporaneous Equity Issuance of the Borrower (other than an
Equity Issuance of Disqualified Capital Stock) Not Otherwise Applied immediately prior to the time of the making of such Restricted Payment so
long as no Default or Event of Default then exists or would be caused thereby;

 
(v)                the Borrower may make cash Restricted Payments constituting de minimis cash payments in lieu of the issuance of fractional

shares in connection with the exercise of warrants, options or other securities convertible into or exchangeable for Equity Interests of the Borrower or
in connection with any dividend, split or combination of Equity Interests or a Permitted Acquisition;

 
(vi)              to the extent constituting Restricted Payments, the Group Companies may enter into and consummate transactions expressly

permitted by Section 7.04, Section 7.05 or Section 7.06 (in each case, other than by reference to this Section 7.07);
 
(vii)            the Group Companies may pay dividends or distributions within thirty (30) days of the date of declaration thereof, if at the date

of declaration thereof such payment would have complied with the provisions of this Agreement;
 
(viii)          to the extent constituting Restricted Payments, the Group Companies may pay contingent liabilities in respect of any adjustment

of purchase price, earn-outs, deferred compensation and similar obligations of the Borrower and its Subsidiaries incurred in connection with
Permitted Acquisitions, Permitted Joint Ventures, Investments permitted by Section 7.06 and Asset Dispositions;

 
(ix)              repurchases of Equity Interests in the Borrower or any Subsidiary of the Borrower deemed to occur upon the exercise of stock

options or warrants may be made if such Equity Interests represent a portion of the exercise price of such options or warrants;
 
(x)                the Borrower may (a) accept Equity Interests in the Borrower to satisfy the withholding tax obligations of the holder of such

Equity Interests upon settlement of such Equity Interests or (b) effect a net settlement of Equity Interests in the Borrower upon the exercise of such
Equity Interests to cover the exercise price or tax withholding of such Equity Interests, in each case in an aggregate amount not to exceed […***…]
in any fiscal year of the Borrower; and
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(xi)              the Group Companies may distribute (for no consideration) shares of Equity Interests of the Borrower held by them as of the
Closing Date to the Borrower (or to any other Group Company to effect such distribution to the Borrower).

 
Section 7.08            Amendments of Certain Agreements; Prepayments of Indebtedness, etc.
 
(a)                Amendments of Certain Agreements. None of the Group Companies will, or will permit any of their respective Subsidiaries to, after the

issuance thereof, amend, waive or modify (or permit the amendment, waiver or modification of) any of the material terms, agreements, covenants or
conditions of (i) (x) the Existing Subordinated Notes, or any other Subordinated Indebtedness issued by any Group Company, in each case other than in
connection with a Permitted Refinancing thereof to the extent permitted hereunder, or any Junior Financing having an aggregate outstanding principal
amount in excess of the Threshold Amount or (y) Indebtedness outstanding in reliance on Section 7.01(xvii) or (ii) the Tender Offer Documents or any related
agreement if, in each case, such amendment, waiver or modification would be materially adverse to the interests of the Senior Credit Parties; provided,
however, that neither (A) the conversion or exchange of any Permitted Convertible Debt issued in reliance on Section 7.01(xvii) to or for Qualified Capital
Stock of the Borrower (and nominal cash payments in lieu of any fractional shares), (B) any Permitted Refinancing of any Indebtedness otherwise permitted
hereunder, nor (C) any change in term or interest rates of any intercompany Indebtedness, shall be deemed to be materially adverse to the interests of the
Senior Credit Parties.

 
(b)                Prohibition Against Certain Payments of Principal and Interest of Indebtedness. None of the Group Companies will (i) redeem,

purchase, prepay, repay, retire, defease or otherwise acquire for value (other than exchanges solely for, or conversion into, Equity Interests or of the Equity
Equivalents not constituting Debt Equivalents or Disqualified Capital Stock, together with nominal cash payments for fractional shares, if any), prior to
scheduled maturity, scheduled repayment or scheduled sinking fund payment, the principal amount of the Existing Subordinated Notes, any other Junior
Financing (other than, subject to the terms and conditions of the Intercompany Note, intercompany Indebtedness among the Group Companies) or any
Permitted Convertible Debt, or set aside any funds for such purpose, whether such redemption, purchase, prepayment, retirement or acquisition is made at the
option of the maker or at the option of the holder thereof; provided that, notwithstanding the foregoing, the Borrower shall not be permitted to make any
scheduled repayment or scheduled sinking fund payment in respect of any Permitted Convertible Debt prior to the date that is ninety-one (91) days after the
Latest Maturity Date in effect at the time of the issuance of the applicable Permitted Convertible Debt, (ii) make any cash interest payment in respect of
Subordinated Indebtedness (other than regularly scheduled interest payments (other than in the case of Permitted Convertible Date) as and when due in
respect of Subordinated Indebtedness permitted under this Agreement if such payments are not then prohibited by the subordination provisions applicable
thereto, which shall be permitted) or (iii) release, cancel, compromise or forgive in whole or in part any Indebtedness evidenced by any Intercompany Note
(unless either the Borrower or a Subsidiary Guarantor is the obligor with respect to such Indebtedness or the release, cancellation, compromise or forgiveness
thereof is otherwise permitted as an Investment in accordance with this Agreement); provided that, if no Default or Event of Default exists or results
therefrom, the Borrower or any Subsidiary of the Borrower may redeem, purchase, prepay, repay, retire, defease or otherwise acquire for value Permitted
Convertible Debt, any Subordinated Indebtedness or any other Junior Financing (other than the Existing Subordinated Notes) with the proceeds of a
Permitted Refinancing incurred in accordance with (and to the extent permitted by) Section 7.01; provided, further, that the Borrower shall be permitted to
repay in full the Existing Subordinated Notes with proceeds of the Initial Term Loans released from the Notes Redemption Collateral Account in an amount
not to exceed the Existing Subordinated Notes Amount on the respective Repayment Dates.
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Section 7.09            Transactions with Affiliates . None of the Group Companies will engage in any transaction or series of transactions with any
Affiliate of the Borrower, other than:

 
(i)                 issuance by the Borrower of Equity Interests or Equity Equivalents (other than Debt Equivalents and Disqualified Stock) upon

conversion of convertible Indebtedness of the Borrower permitted hereunder;
 
(ii)               transactions expressly permitted by Sections 7.01(xiii) and (xv), and Sections 7.06(a)(v), (a)(viii), (a)(ix) and (a)(xxiii);
 
(iii)             normal compensation, director fees, severance, performance and retention bonuses, indemnities and reimbursement of reasonable

expenses of officers, directors, managers, employees, independent contractors and consultants, including stock incentive and option plans and
agreements relating thereto;

 
(iv)              other transactions with Affiliates pursuant to agreements or arrangements in existence on the Closing Date to the extent

disclosed in Schedule 7.09 or any amendment, extension, supplement, modification, renewal or replacement thereto to the extent not adverse to the
Lenders in any material respect;

 
(v)                sales of Qualified Capital Stock of the Borrower not otherwise prohibited by the Loan Documents, and the granting of

registration or other customary rights in connection therewith;
 
(vi)              transactions in the Ordinary Course of Business entirely among the Group Companies (and/or any Person that becomes as Group

Company as a result of such transaction) including, without limitation, any tax sharing arrangements and transactions entirely among the Group
Companies expressly permitted by Section 7.01, 7.02, 7.04, 7.05, 7.06 or 7.07;

 
(vii)            transactions entirely between or among Loan Parties (and/or any Person that becomes as Loan Party as a result of such

transaction) not otherwise prohibited hereunder;
 
(viii)          other transactions which are engaged in by the Group Companies (x) on terms and conditions no less favorable to such Person as

would be obtainable by it in a comparable arm’s-length transaction with an independent, unrelated third party or (y) in the case of transaction with,
and for the benefit of, any Loan Party, on terms and conditions no less favorable to such Loan Party as would be obtainable by such Loan Party in a
comparable arm’s-length transaction with an independent, unrelated third party;

 
(ix)              the Transactions and the payment of fees and expenses related to the Transactions; and
 
(x)                equity issuances, repurchases, redemptions, acquisitions or retirements of Equity Interests of the Group Companies permitted by

Section 7.07.
 

Section 7.10            Fiscal Year and Accounting Changes; Organization and Other Documents . None of the Group Companies will (i) change its
fiscal year (except to conform to the Borrower’s fiscal year), (ii) make any material change in its accounting treatment and financial reporting policies except
as required by GAAP or (iii) enter into any amendment, modification or waiver to its Organization Documents, in each case as in effect on the Closing Date,
except for changes not adverse in any material respect to the Lenders. The Borrower will cause the Group Companies to provide the Administrative Agent
with copies of all amendments to the foregoing documents and instruments as in effect as of the Closing Date with the Compliance Certificate next delivered
following the same.
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Section 7.11            Restrictions with Respect to Intercorporate Transfers. None of the Group Companies will create or otherwise cause or permit to
exist any encumbrance or restriction which prohibits or otherwise restricts (i) the ability of any such Group Company to (A) make Restricted Payments or pay
any Indebtedness owed to the Borrower or any Subsidiary of the Borrower, (B) pay Indebtedness or other obligations owed to any Loan Party, (C) make loans
or advances to the Borrower or any Subsidiary of the Borrower, (D) transfer any of its properties or assets to the Borrower or any Subsidiary Guarantor or (E)
act as a Subsidiary Guarantor and pledge its assets pursuant to the Loan Documents or any renewals, refinancings, exchanges, refundings or extensions
thereof or (ii) the ability of the Borrower or any Subsidiary of the Borrower to create, incur, assume or permit to exist any Lien upon its property or assets
whether now owned or hereafter acquired to secure the Senior Credit Obligations, except in each case for prohibitions or restrictions existing under or by
reason of:

 
(i)                 this Agreement and the other Loan Documents, and the documentation governing any Credit Agreement Refinancing

Indebtedness;
 
(ii)               applicable Law or restrictions deemed to exist by virtue of fiduciary duties, or civil, criminal, or personal liability imposed

under applicable Law on officers and directors of Foreign Subsidiaries of the Borrower;
 
(iii)             restrictions in effect on the Closing Date contained in the agreements set forth on Schedule 7.11 governing the Existing

Indebtedness and in any agreements governing any Permitted Refinancing thereof if such restrictions are no more restrictive in any material respect
than those contained in the agreements governing the Indebtedness being renewed, extended or refinanced;

 
(iv)              customary non-assignment provisions with respect to contracts, leases or licensing agreements entered into by the Borrower or

any of its Subsidiaries, in each case entered into in the Ordinary Course of Business;
 
(v)                any restriction or encumbrance with respect to any asset of the Borrower or any of its Subsidiaries imposed pursuant to an

agreement which has been entered into for the sale or disposition of such assets or all or substantially all of the capital stock or assets of such
Subsidiary, so long as such sale or disposition is permitted under this Agreement;

 
(vi)              customary provisions in joint venture agreements and other similar agreements entered into in connection with Permitted Joint

Ventures;
 
(vii)            Liens permitted under Section 7.02 and any documents or instruments governing the terms of any Indebtedness or other

obligations secured by any such Liens; provided that such prohibitions or restrictions apply only to the assets subject to such Liens;
 
(viii)          restrictions in connection with Indebtedness permitted to be incurred hereunder, so long as such restrictions, when taken as a

whole, are not materially more burdensome than the restrictions contained herein;
 
(ix)              customary provisions in acquisition and other similar agreements in connection with Asset Dispositions permitted under Section

7.05 and Permitted Acquisitions;
 
(x)                restrictions and conditions imposed by agreements of any Subsidiary in existence at the time such Subsidiary became a

Subsidiary of the Borrower (and not entered into in contemplation thereof) and any amendments or modifications thereof that do not materially
expand the scope of any such restriction or condition taken as a whole, provided that such restrictions and conditions apply only to such Subsidiary;
and
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(xi)              restrictions on cash or other deposits (including escrowed funds) or net worth imposed under contracts entered into in the
Ordinary Course of Business.

 
Section 7.12            Sale and Leaseback Transactions. None of the Group Companies will directly or indirectly become or remain liable as lessee or

as guarantor or other surety with respect to any lease (whether an Operating Lease or a Capital Lease) of any property (whether real, personal or mixed),
whether now owned or hereafter acquired (i) which such Group Company has sold or transferred or is to sell or transfer to any other Person which is not a
Group Company or (ii) which such Group Company intends to use for substantially the same purpose as any other property which has been sold or is to be
sold or transferred by such Group Company to another Person which is not a Group Company in connection with such lease; provided, however, that the
Group Companies may enter into such transactions with respect to property, in an aggregate amount of up to […***…] in […***…] during the term of this
Agreement, if (i) after giving effect on a Pro Forma Basis to any such transaction the Borrower shall be in compliance with all other provisions of this
Agreement, including Section 7.01 and Section 7.02, (ii) the gross cash proceeds of any such transaction are at least equal to the fair market value of such
property (as determined by the Borrower in good faith) and (iii) the Net Cash Proceeds therefrom are subject to Section 2.09(c)(iii).

 
Section 7.13            [Reserved].
 
Section 7.14            [Reserved].
 
Section 7.15            Financial Covenant. The Borrower will not permit the Total Leverage Ratio as of the last day of any fiscal quarter of the

Borrower set forth below to be greater than that ratio set forth in the table below opposite the respective fiscal quarter:
 

Fiscal Quarter Total Leverage Ratio
December 31, 2015 […***…]
March 31, 2016 […***…]
June 30, 2016 […***…]
September 30, 2016 […***…]
December 31, 2016 […***…]
March 31, 2017 […***…]
June 30, 2017 […***…]
September 30, 2017 […***…]
December 31, 2017 […***…]
March 31, 2018 […***…]
June 30, 2018 […***…]
September 30, 2018 […***…]
December 31, 2018 […***…]
March 31, 2019 […***…]
June 30, 2019 […***…]
September 30, 2019 […***…]
December 31, 2019 […***…]
March 31, 2020 […***…]
June 30, 2020 […***…]
September 30, 2020 […***…]
December 31, 2020 […***…]
March 31, 2021 […***…]
June 30, 2021 […***…]
September 30, 2021 […***…]
December 31, 2021 […***…]
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Section 7.16            Anti-Terrorism Law: Anti-Money Laundering; Sanctions Law.
 
(a)                None of the Group Companies will, directly or indirectly, (i) conduct any business or engage in making or receiving any contribution of

funds, goods or services to or for the benefit of any Person described in Section 5.22(b), (ii) deal in, or otherwise engage in any transaction relating to, any
property or interests in property, blocked pursuant to the Executive Order or any other Anti-Terrorism Law or anti-corruption law or (iii) engage in or conspire
to engage in any transaction that evades or avoids, or has the purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in any
Anti-Terrorism Law or anti-corruption law (and the Loan Parties will deliver to the Administrative Agent any certification or other evidence requested from
time to time by the Administrative Agent in its reasonable discretion, confirming the Group Companies’ compliance with this Section 7.16).

 
(b)                None of the Group Companies will, directly or indirectly, cause or permit any of the funds of such Group Company that are used to repay

the Loans to be derived from any unlawful activity with the result that the making of the Loans would be in violation of applicable Law.
 
(c)                None of the Group Companies will, directly or indirectly, cause, permit, or authorize any part of the proceeds or other transaction

contemplated by this Agreement to be used, contributed, or otherwise made available to fund any trade, business, or other activity in any other manner that
could reasonably be expected to result in any party to this Agreement (including any person participating in the transaction, whether as underwriter, agent,
advisor, investor, or otherwise) being in breach of any Sanctions or Export Controls or becoming a Restricted Party.

 
Section 7.17            Embargoed Person. None of the Group Companies will cause or permit (a) any of the funds or properties of the Group

Companies that are used to repay the Loans to constitute property of, or be beneficially owned directly or indirectly by, any Person subject to sanctions or
trade restrictions under United States law (“Embargoed Person” or “Embargoed Persons”) or that is identified on (1) the “List of Specially Designated
Nationals and Blocked Persons” maintained by OFAC and/or on any other similar list maintained by OFAC pursuant to any authorizing statute including the
International Emergency Economic Powers Act, as amended, 50 U.S.C. §§ 1701 et seq., The Trading with the Enemy Act, as amended, 50 U.S.C. App. 1 et
seq., and any Executive Order or regulation promulgated thereunder, with the result that the investment in the Loan Parties (whether directly or indirectly) is
prohibited by applicable requirements of Law, or the Loans made by the Lenders would be in violation of (1) applicable requirements of Law or (2) the
Executive Order, any related enabling legislation or any other similar executive orders, or (b) any Embargoed Person to have any direct or indirect interest, of
any nature whatsoever in the Loan Parties, with the result that the investment in the Loan Parties (whether directly or indirectly) is prohibited by applicable
requirements of Law or the Loans are in violation of applicable requirements of Law.

 
Section 7.18            Limitation on Issuance of Disqualified Capital Stock. With respect to any Group Company, issue any Equity Interest that is

Disqualified Capital Stock; provided that any Subsidiary of the Borrower may issue Disqualified Capital Stock to the Borrower or any Subsidiary Guarantor
and any Subsidiary that is not a Loan Party may issue Disqualified Capital Stock to any other Subsidiary that is not a Loan Party.

 
ARTICLE VIII

DEFAULTS
 

Section 8.01            Events of Default. An Event of Default shall exist upon the occurrence of any of the following specified events or conditions
(each an “Event of Default”):

 
(a)                Payment. Any Loan Party shall:
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(i)                 default in the payment when due (whether by scheduled maturity, acceleration or otherwise) of any principal of, or premium on,
any of the Loans; or

 
(ii)               default, and such default shall continue for three (3) or more Business Days, in the payment when due of any interest on the

Loans or of any fees or other amounts owing hereunder, under any of the other Loan Documents.
 

(b)                Representations. Any representation or warranty made, or deemed to be made, by any Loan Party herein or in any of the other Loan
Documents or in any certificate or notice delivered or required to be delivered pursuant hereto or thereto shall prove false in any material respect (or, to the
extent that the representation or warranty is qualified by “materiality”, “Material Adverse Effect” or similar language, in any respect) on the date as of which
it was made or deemed to have been made.

 
(c)                Covenants. Any Group Company shall:
 

(i)                 default in the due performance or observance of any term, covenant or agreement contained in Section 6.03(i), 6.05(i) (solely
with respect to the existence of the Borrower), 6.11, 6.16 or Article VII; or

 
(ii)               default in the due performance or observance by it of any term, covenant or agreement contained in any Loan Document (other

than those referred to in subsection (a), (b) or (c)(i) of this Section 8.01) and such default shall continue unremedied for a period of thirty (30) days
after the earlier of a Responsible Officer of a Loan Party having becoming aware of such default or notice thereof having been given to the Borrower
by the Administrative Agent.

 
(d)                Effectiveness. Any material provision of any Loan Document, at any time after its execution, and for any reason other than as expressly

permitted hereunder or thereunder (including as a result of a termination permitted under Section 7.04 or Section 7.05 or as a result of the acts or omissions of
any Agent or Lender hereunder) or the Discharge of Senior Finance Obligations, ceases to be in full force and effect in any material respect, or any Loan Party
contests in writing the validity or enforceability of any material provision of any Loan Document; or any Loan Party denies in writing that it has any further
liability or obligation under any Loan Document (other than as a result of the Discharge of Senior Finance Obligations).

 
(e)                Cross-Default.
 

(i)                 Any Group Company (A) fails to make payment when due after lapse of all applicable grace periods (whether by scheduled
maturity, required prepayment, acceleration, demand or otherwise), regardless of amount, in respect of any Indebtedness (other than in respect of (x)
intercompany Indebtedness solely among the Group Companies, (y) Indebtedness outstanding under the Loan Documents and (z) Swap Agreements)
having an aggregate principal amount (including amounts owing to all creditors under any combined or syndicated credit arrangement) of more than
the Threshold Amount, (B) fails to perform or observe any other condition or covenant, or any other event shall occur or condition shall exist, under
any agreement or instrument relating to any such Indebtedness having an aggregate principal amount of more than the Threshold Amount, if the
effect of such failure, event or condition in this clause (B) is to cause, or to permit, after lapse of all applicable grace periods, the holder or holders or
beneficiary or beneficiaries of such Indebtedness (or a trustee or agent on behalf of such holder or holders or beneficiary or beneficiaries) to cause,
such Indebtedness to be declared to be due and payable prior to its stated maturity or to accelerate such stated maturity, to become payable;
provided that this clause (B) shall not apply to (x) secured Indebtedness that becomes due as a result of the voluntary sale or transfer of the property
or assets securing such Indebtedness or (y) any conversion of any Junior Financing or satisfaction of any condition giving rise to or permitting a
conversion of any Junior Financing, in either case, into Equity Interests of the Borrower (and nominal cash payments in respect of fractional shares)
in accordance with the express terms or conditions thereof, unless such redemption, repurchase, exchange, conversion or settlement results from a
default thereunder or an event of the type that constitutes an Event of Default or (C) shall fail to comply with the terms of any Indebtedness having
an aggregate principal amount of more than the Threshold Amount requiring such Group Company to offer to prepay or repurchase such
Indebtedness prior to the stated maturity thereof; or
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(ii)               there occurs under any Swap Agreement or Swap Obligation an Early Termination Date (as defined in such Swap Agreement)
resulting from (A) any event of default under such Swap Agreement as to which any Group Company is the Defaulting Party (as defined in such
Swap Agreement) or (B) any Termination Event (as so defined) as to which any Group Company is an Affected Party (as so defined), and, in either
event, the Swap Termination Value owed by a Group Company as a result thereof is greater than the Threshold Amount and such Group Company
fails to pay such Swap Termination Value when due after applicable grace periods.

 
(f)                 Insolvency Events. (i) The Borrower or any Material Subsidiary shall commence a voluntary case or other proceeding seeking

liquidation, reorganization or other relief with respect to itself or its debts under any Insolvency or Liquidation Proceeding now or hereafter in effect or
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any
such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make
a general assignment for the benefit of creditors, or shall take any corporate action to authorize any of the foregoing or (ii) an involuntary case or other
proceeding shall be commenced against the Borrower or any Material Subsidiary seeking liquidation, reorganization or other relief with respect to it or its
debts under any Insolvency or Liquidation Proceeding now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or
other similar official of it or any substantial part of its property, and such involuntary case or other proceeding shall remain undismissed and unstayed for a
period of sixty (60) days, or any order for relief shall be entered against any Group Company under the federal bankruptcy laws as now or hereafter in effect.

 
(g)                Judgments. One or more final judgments, orders, decrees or arbitration awards is entered against the Borrower or any Material Subsidiary

involving in the aggregate a liability (to the extent not covered by independent third-party insurance or an indemnity from a creditworthy third party as to
which the insurer or indemnitor, as applicable, does not deny coverage), as to any single or related series of transactions, incidents or conditions, in excess of
the Threshold Amount, and the same shall not have been discharged, vacated or stayed pending appeal within sixty (60) days after the entry thereof.

 
(h)                ERISA. (i) An ERISA Event occurs which has resulted or could reasonably be expected to result in liability of any Group Company or

any ERISA Affiliate in an aggregate amount reasonably likely to result in a Material Adverse Effect or (ii) any contribution required to be made with respect
to an Employee Benefit Arrangement in accordance with any applicable Law has not been made and the failure to make such contribution, individually or in
the aggregate, could reasonably be expected to result in a Material Adverse Effect.

 
(i)                 Guaranties. Any Guaranty given by any Loan Party or any provision thereof shall, except pursuant to the terms thereof (including any

release thereof as a result of the permitted disposition of such Loan Party), cease to be in full force and effect, or any Subsidiary Guarantor thereunder or any
Person acting by or on behalf of such Subsidiary Guarantor shall deny or disaffirm such Subsidiary Guarantor’s obligations under such Guaranty.

 
(j)                 Impairment of Collateral. Any Collateral Document after delivery thereof pursuant to Section 4.01 or Section 6.12 shall for any reason

(other than pursuant to the terms hereof or thereof) cease to create, or any Lien purported to be created by any Collateral Documents shall be asserted by any
Loan Party not to be, a valid and perfected Lien with the priority required by the Collateral Document, on any material portion of the Collateral purported to
be covered thereby, subject to Permitted Liens, except (i) to the extent such loss of perfection does not violate Section 6.12 or (ii) as to Collateral consisting
of Real Property to the extent that such losses are covered by a lender’s title insurance policy and such insurer has not denied coverage.
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(k)                Ownership. A Change of Control shall occur.
 
(l)                 Invalid Tender Offer . There shall be any final, non-appealable regulatory or legal determination by the Financial Services Agency,

Securities Exchange Surveillance Commission, Kanto Local Finance Bureau, Financial Instrument Exchange or any court of Japan that (i) the Tender Offer is
invalid or illegal or (ii) the process with respect to the board of directors of the Target issuing the opinion regarding the Tender Offer is invalid or illegal.

 
Section 8.02            Acceleration; Remedies. Upon the occurrence of and during the continuation of an Event of Default, the Administrative Agent

(or the Collateral Agent, as applicable) shall, at the request of, or may, with the consent of, the Required Lenders, take any or all of the following actions:
 
(a)                Termination of Commitments. Declare the Commitments terminated whereupon the Commitments shall be immediately terminated.
 
(b)                Acceleration of Loans. Declare the unpaid principal of and any accrued interest in respect of all Loans and any and all other

indebtedness or obligations of any and every kind (other than contingent indemnification obligations for which no claim has been made) owing by a Loan
Party to any of the Lenders hereunder or under any other Loan Document to be due whereupon the same shall be immediately due and payable without
presentment, demand, protest or other notice of any kind, all of which are hereby waived by the Loan Parties.

 
(c)                Enforcement of Rights. Enforce any and all rights and interests created and existing under the Loan Documents and applicable Law,

including, without limitation, all rights and remedies existing under the Loan Documents, all rights and remedies against each Subsidiary Guarantor and all
rights of setoff.

 
(d)                Enforcement Rights Vested Solely in Administrative Agent and Collateral Agent . The Lenders agree that this Agreement and the other

Loan Documents may be enforced only by the action of the Administrative Agent, acting upon the instructions of the Required Lenders, and, with respect to
the Collateral, the Collateral Agent, and that no other Finance Party shall have any right individually to seek to enforce any Loan Document or to realize
upon the security to be granted hereby.

 
Notwithstanding the foregoing, if an Event of Default specified in Section 8.01(f) with respect to the Borrower shall occur, then the Commitments

shall automatically terminate, all Loans, all accrued interest in respect thereof and all accrued and unpaid fees and other indebtedness or obligations owing to
the Lenders hereunder and under the other Loan Documents shall immediately become due and payable, in each case without the giving of any notice or
other action by the Administrative Agent or the Lenders, which notice or other action is expressly waived by the Loan Parties.

 
Section 8.03            [Reserved].
 
Section 8.04            Allocation of Payments After Event of Default.
 
(a)                Priority of Distributions. The Borrower hereby irrevocably waives the right to direct the application of any and all payments in respect of

its Finance Obligations and any proceeds of Collateral after the occurrence and during the continuance of an Event of Default and agrees that,
notwithstanding the provisions of Section 2.09(c) and Section 2.14, after the exercise of remedies provided for in Section 8.02 (or after the Loans have
automatically become immediately due and payable), all amounts collected or received on account of any Finance Obligation shall, subject to the provisions
of Section 2.18, be applied by the Administrative Agent in the following order:
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FIRST, to pay interest on and then principal of any portion of the Loans that the Administrative Agent may have advanced on behalf of any
Lender for which the Administrative Agent has not then been reimbursed by such Lender or the Borrower;

 
SECOND, to the payment of all reasonable out-of-pocket costs and expenses (including reasonable attorneys’ fees) of the Administrative

Agent and the Collateral Agent in connection with enforcing the rights of the Finance Parties under the Finance Documents, including all expenses
of sale or other realization of or in respect of the Collateral, including reasonable compensation to the agents and counsel for the Collateral Agent,
and all expenses, liabilities and advances incurred or made by the Collateral Agent in connection therewith, and any other obligations owing to the
Collateral Agent in respect of sums advanced by the Collateral Agent to preserve the Collateral or to preserve its security interest in the Collateral;

 
THIRD, to the payment of all costs and expenses of each of the Lenders in connection with enforcing its rights under the Loan Documents

or otherwise with respect to the Senior Credit Obligations owing to such Lender, to the extent due and payable under Section 10.04.
 
FOURTH, to the payment of all of the Senior Credit Obligations consisting of accrued fees and interest;
 
FIFTH, except as set forth in clauses FIRST through FOURTH above, to the payment of the outstanding Senior Credit Obligations and Swap

Obligations owing to any Finance Party, pro rata, as set forth below, with (i) an amount equal to the Senior Credit Obligations being paid to the
Collateral Agent (in the case of Senior Credit Obligations owing to the Collateral Agent) or to the Administrative Agent (in the case of all other
Senior Credit Obligations) for the account of the Lenders or any Agent, with the Collateral Agent, each Lender and the Agents receiving an amount
equal to its outstanding Senior Credit Obligations, or, if the proceeds are insufficient to pay in full all Senior Credit Obligations, its Pro Rata Share
of the amount remaining to be distributed and (ii) an amount equal to the Swap Obligations being paid to the trustee, paying agent or other similar
representative (each a “Swap Representative”) for the Swap Creditors, with each Swap Creditor receiving an amount equal to the outstanding Swap
Obligations owed to it by the Loan Parties or, if the proceeds are insufficient to pay in full all such Swap Obligations, its Pro Rata Share of the
amount remaining to be distributed; and

 
SIXTH, to the payment of the surplus, if any, to whomever may be lawfully entitled to receive such surplus.
 

In carrying out the foregoing, (i) amounts received shall be applied in the numerical order provided until exhausted prior to application to the next
succeeding category and (ii) each of the Finance Parties shall receive an amount equal to its Pro Rata Share (as defined below) of amounts available to be
applied pursuant to clauses THIRD, FOURTH and FIFTH above.

 
(b)                Pro Rata Treatment . For purposes of this Section 8.04, “Pro Rata Share” means, when calculating a Finance Party’s portion of any

distribution or amount, that amount (expressed as a percentage) equal to a fraction the numerator of which is the then unpaid amount of such Finance Party’s
Senior Credit Obligations or Swap Obligations, as the case may be, and the denominator of which is the then outstanding amount of all Senior Credit
Obligations or Swap Obligations, as the case may be. If any payment to any Finance Party of its Pro Rata Share of any distribution would result in
overpayment to such Finance Party, such excess amount shall instead be distributed in respect of the unpaid Senior Credit Obligations or Swap Obligations,
as the case may be, of the other Finance Parties, with each Finance Party whose Senior Credit Obligations or Swap Obligations, as the case may be, have not
been paid in full to receive an amount equal to such excess amount multiplied by a fraction the numerator of which is the unpaid Senior Credit Obligations or
Swap Obligations, as the case may be, of such Finance Party and the denominator of which is the unpaid Senior Credit Obligations or Swap Obligations, as
the case may be, of all Finance Parties entitled to such distribution.
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(c)                Reliance by Collateral Agent. For purposes of applying payments received in accordance with this Section 8.04, the Collateral Agent
shall be entitled to rely upon (i) the Administrative Agent under this Agreement and (ii) the Swap Representative, if any, for the Swap Creditors for a
determination (which the Administrative Agent, each Swap Representative for any Swap Creditor and the Finance Parties agree (or shall agree) to provide
upon request of the Collateral Agent) of the outstanding Senior Credit Obligations and Swap Obligations owed to the Agents, the Lenders or the Swap
Creditors, as the case may be. Unless it has actual knowledge (including by way of written notice from a Swap Creditor or any Swap Representatives thereof)
to the contrary, the Collateral Agent, in acting hereunder, shall be entitled to assume that no Swap Agreements are in existence.

 
ARTICLE IX

AGENCY PROVISIONS
 

Section 9.01            Appointment.
 
(a)                Each Lender hereby irrevocably designates and appoints each of the Administrative Agent and the Collateral Agent as an agent of such

Lender under this Agreement and the other Loan Documents. Each Lender irrevocably authorizes each Agent, in such capacity, through its agents or
employees, to take such actions on its behalf under the provisions of this Agreement and the other Loan Documents and to exercise such powers and perform
such duties as are delegated to such Agent by the terms of this Agreement and the other Loan Documents, together with such actions and powers as are
reasonably incidental thereto. Other than the rights of the Borrower pursuant to Section 9.12(c), the provisions of this Article IX are solely for the benefit of
the Agents and the Lenders, and no Loan Party shall have rights as a third party beneficiary of any such provisions. Without limiting the generality of the
foregoing, the Agents are hereby expressly authorized to execute any and all documents (including releases) with respect to the Collateral and any rights of
the Finance Parties with respect thereto as contemplated by and in accordance with the provisions of this Agreement and the other Loan Documents. In
performing its functions and duties hereunder, each Agent shall act solely as an agent of the Lenders and does not assume and shall not be deemed to have
assumed any obligation towards or relationship of agency or trust with or for the Borrower or any of its Subsidiaries. The Lead Arranger, Bookrunner and any
Agent described in the definition thereof may resign from such role at any time, with immediate effect, by giving prior written notice thereof to the
Administrative Agent and the Borrower. Without limiting the generality of the foregoing, the use of the term “agent” in this Agreement with reference to the
Administrative Agent or the Collateral Agent is not intended to connote any fiduciary or other implied (or express) obligations arising under agency doctrine
of any applicable law. Instead, such term is used merely as a matter of market custom and is intended to create or reflect only an administrative relationship
between independent contracting parties.

 
(b)                Each Lender irrevocably appoints each other Lender as its agent and bailee for the purpose of perfecting Liens (whether pursuant to

Section 8-301(a)(2) of the UCC or otherwise), for the benefit of the Finance Parties, in assets in which, in accordance with the UCC or any other applicable
Laws, a security interest can be perfected by possession or control. Should any Lender (other than the Collateral Agent) obtain possession or control of any
such Collateral, such Lender shall notify the Collateral Agent thereof, and, promptly following the Collateral Agent’s request therefor, shall deliver such
Collateral to the Collateral Agent or otherwise deal with such Collateral in accordance with the Collateral Agent’s instructions.
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Section 9.02            Agent in Its Individual Capacity. Each Person serving as an Agent hereunder shall have the same rights and powers in its
capacity as a Lender as any other Lender and may exercise the same as though it were not an Agent, and the term “Lender” or “Lenders” shall, unless
otherwise expressly indicated or unless the context otherwise requires, include the Person serving as an Agent hereunder in its individual capacity. Such
Person and its Affiliates may accept deposits from, lend money to, act as financial advisor or in any other advisory capacity for, and generally engage in any
kind of business with, any Group Company or Affiliate thereof as if it were not an Agent hereunder and without duty to account therefor to the Lenders.

 
Section 9.03            Exculpatory Provisions. No Agent shall have any duties or obligations except those expressly set forth in the Loan Documents.

Without limiting the generality of the foregoing, (a) no Agent shall be subject to any fiduciary or other implied duties, regardless of whether a Default or an
Event of Default has occurred and is continuing, (b) no Agent shall have any duty to take any discretionary action or exercise any discretionary powers,
except discretionary rights and powers expressly contemplated by the Loan Documents that such Agent is required to exercise in writing by the Required
Lenders (or such other number or percentage of the Lenders as shall be necessary under the circumstances as provided in Section 10.01); provided that no
Agent shall be required to take any action that, in its opinion or the opinion of its counsel, may expose such Agent to liability or that is contrary to any Loan
Document or applicable Laws including, for the avoidance of doubt, any action that may be in violation of the automatic stay under any Bankruptcy Law or
that may effect a foreclosure, modification or termination of property of a Defaulting Lender under any Bankruptcy Law, and (c) except as expressly set forth
in the Loan Documents, no Agent shall have any duty to disclose or shall be liable for the failure to disclose, any information relating to any Group Company
or any of its Affiliates that is communicated to or obtained by the Person serving as such Agent or any of its Affiliates in any capacity. No Agent shall be
liable for any action taken or not taken by it (i) with the consent or at the request of the Required Lenders (or such other number or percentage of the Lenders
as shall be necessary, or as any Agent shall believe in good faith shall be necessary, under the circumstances as provided in Section 10.01) or (ii) in the
absence of its own gross negligence or willful misconduct as determined by a court of competent jurisdiction by a final and nonappealable judgment. No
Agent shall be deemed to have knowledge of any Default or an Event of Default unless and until written notice thereof describing such default is given to
such Agent by the Borrower or a Lender, and no Agent shall be responsible for or have any duty to ascertain or inquire into (i) any statement, warranty or
representation made in or in connection with any Loan Document, (ii) the contents of any certificate, report or other document delivered hereunder or
thereunder or in connection herewith or therewith, (iii) the performance or observance of any of the covenants, agreements or other terms or conditions set
forth in any Loan Document or the occurrence of any Default or Event of Default, (iv) the validity, enforceability, effectiveness or genuineness of any Loan
Document or any other agreement, instrument or document or (v) the satisfaction of any condition set forth in Article IV or elsewhere in any Loan Document.
Each party to this Agreement acknowledges and agrees that each Agent may from time to time use one or more outside service providers for the tracking of all
UCC financing statements (and/or other collateral related filings and registrations from time to time) required to be filed or recorded pursuant to the Loan
Documents and the notification to such Agent, of, among other things, the upcoming lapse or expiration thereof, and that each of such service providers will
be deemed to be acting at the request and on behalf of the Borrower and the other Loan Parties. No Agent shall be liable for any action taken or not taken by
any such service provider. Neither any Agent nor any of its officers, partners, directors, employees or agents shall be liable to the Lenders for any action taken
or omitted by any Agent under or in connection with any of the Loan Documents.

 
Section 9.04            Reliance by Agents. Each Agent shall be entitled to rely upon, and shall not incur any liability for relying upon, any notice,

request, certificate, consent, statement, instrument, document or other writing (including any electronic message, internet or intranet website posting or other
distribution) believed by it to be genuine and to have been signed, sent, or otherwise authenticated by a proper Person. Each Agent also may rely upon any
statement made to it orally and believed by it to be made by a proper Person, and shall not incur any liability for relying thereon. In determining compliance
with any condition hereunder to the making of a Loan that by its terms must be fulfilled to the satisfaction of a Lender, each Agent may presume that such
condition is satisfactory to such Lender unless each Agent shall have received written notice to the contrary from such Lender prior to the making of such
Loan. Each Agent may consult with legal counsel (who may be counsel for the Loan Parties), independent accountants and other advisors selected by it, and
shall not be liable for any action taken or not taken by it in accordance with the advice of any such counsel, accountants or advisors.
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Section 9.05            Delegation of Duties. Each Agent may perform any and all of its duties and exercise its rights and powers under this Agreement
or under any other Loan Document by or through, or delegate any and all such rights and powers to, any one or more sub-agents appointed by such Agent.
Each Agent and any such sub-agent may perform any and all of its duties and exercise its rights and powers by or through their respective Affiliates. The
exculpatory, indemnification and other provisions of the preceding paragraphs shall apply to any such sub-agent and to the Affiliates of each Agent and any
such sub-agent, and shall apply, without limiting the foregoing, to their respective activities in connection with the syndication of the credit facilities
provided for herein as well as activities as Agent. The Agents shall not be responsible for the negligence or misconduct of any sub-agent except to the extent
that a court of competent jurisdiction determines in a final and nonappealable judgment that such Agent acted with gross negligence or willful misconduct in
the selection of such sub-agent.

 
Section 9.06            Successor Agent. Each Agent may resign as such at any time upon at least thirty (30) days’ prior notice to the Lenders and the

Borrower. Upon any such resignation, the Required Lenders shall have the right to appoint a successor Agent from among the Lenders, which successor
Agent shall be reasonably satisfactory to the Borrower (unless an Event of Default under Section 8.01(a) or (f) shall have occurred and be continuing). If no
successor shall have been so appointed by the Required Lenders and shall have accepted such appointment within thirty (30) days after the retiring Agent
gives notice of its resignation, then the retiring Agent may, on behalf of the Lenders, appoint a successor Agent, which successor shall be a bank or trust
company with an office in the United States, or an Affiliate of any such bank or trust company with an office in the United States; provided that if such
retiring Agent is unable to find such a Person that is willing to accept such appointment and which meets the qualifications set forth above, the retiring
Agent’s resignation shall nevertheless thereupon become effective and the retiring (or retired) Agent shall be discharged from its duties and obligations under
the Loan Documents, and the Lenders shall assume and perform all of the duties of the Agent under the Loan Documents until such time, if any, as the
Required Lenders appoint a successor Agent.

 
Upon the acceptance of its appointment as an Agent hereunder by a successor, such successor shall succeed to and become vested with all the rights,

powers, privileges and duties of the retiring Agent, and the retiring (or retired) Agent shall be discharged from its duties and obligations under the Loan
Documents. The fees payable by the Borrower to a successor Agent shall be the same as those payable to its predecessor unless otherwise agreed between the
Borrower and such successor. After an Agent’s resignation hereunder, the provisions of this Article IX, Section 10.04 and Sections 10.08 to 10.15 shall
continue in effect for the benefit of such retiring Agent, its sub-agents and their respective Affiliates in respect of any actions taken or omitted to be taken by
any of them while it was acting as Agent.

 
Section 9.07            Non-Reliance on Agents and Other Lenders. Each Lender acknowledges that it has, independently and without reliance upon

any Agent or any other Lender or any of their respective Affiliates and based on such documents and information as it has deemed appropriate, conducted its
own independent investigation of the financial condition and affairs of the Loan Parties and their Subsidiaries and made its own credit analysis and decision
to enter into this Agreement. Each Lender further represents and warrants that it has reviewed the Confidential Information Memorandum dated October 2015
and each other document made available to it on the Platform in connection with this Agreement and has acknowledged and accepted the terms and
conditions applicable to the recipients thereof (including any such terms and conditions set forth, or otherwise maintained, on the Platform with respect
thereto). Each Lender also acknowledges that it will, independently and without reliance upon any Agent or any other Lender or any of their respective
Affiliates and based on such documents and information as it shall from time to time deem appropriate, continue to make its own decisions in taking or not
taking action under or based upon this Agreement, any other Loan Document or related agreement or any document furnished hereunder or thereunder.
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Section 9.08            Name Agents. The parties hereto acknowledge that the Lead Arranger and the Bookrunner hold such titles in name only, and that
such titles confer no additional rights or obligations relative to those conferred on any Lender hereunder.

 
Section 9.09            Indemnification. The Lenders severally agree to indemnify each Agent in its capacity as such and each of its Related Parties (to

the extent not reimbursed by the Borrower or the Subsidiary Guarantors and without limiting the obligation of the Borrower or the Subsidiary Guarantors to
do so), ratably according to their respective outstanding Loans and Commitments in effect on the date on which indemnification is sought under this Section
9.09 (or, if indemnification is sought after the date upon which all Commitments shall have terminated and the Loans and other Senior Credit Obligations
shall have been paid in full, ratably in accordance with such outstanding Loans and Commitments as in effect immediately prior to such date), from and
against any and all liabilities, obligations, losses, damages, fines, penalties, actions, claims, suits, judgments, litigations, investigations, inquiries or
proceedings, costs, expenses or disbursements of any kind whatsoever that may at any time (whether before or after the payment of the Loans and other Senior
Credit Obligations) be imposed on, incurred by or asserted against such Agent or Related Party in any way relating to or arising out of, the Commitments, this
Agreement, any of the other Loan Documents or any documents contemplated by or referred to herein or therein, the Transactions or any of the other
transactions contemplated hereby or thereby or any action taken or omitted by such Agent or Related Party under or in connection with any of the foregoing
(IN ALL CASES, WHETHER OR NOT CAUSED OR ARISING, IN WHOLE OR IN PART, OUT OF THE COMPARATIVE, CONTRIBUTORY OR
SOLE NEGLIGENCE OF ANY AGENT OR RELATED PARTY); provided that no Lender shall be liable for the payment of any portion of such liabilities,
obligations, losses, damages, penalties, actions, claims, suits, judgments, litigations, investigations, inquiries or proceedings, costs, expenses or
disbursements that are found by a final and nonappealable judgment of a court of competent jurisdiction to have directly resulted solely and directly from
such Agent’s or Related Parties, as the case may be, gross negligence or willful misconduct. The agreements in this Section 9.09 shall survive the payment of
the Loans and all other amounts payable hereunder.

 
Section 9.10            Withholding Taxes. To the extent required by any applicable Law, the Administrative Agent may withhold from any payment to

any Lender an amount equivalent to any applicable withholding Taxes. If the Internal Revenue Service or any other Governmental Authority asserts a claim
that the Administrative Agent did not properly withhold Taxes from amounts paid to or for the account of any Lender because the appropriate form was not
delivered or was not properly executed or because such Lender failed to notify the Administrative Agent of a change in circumstance which rendered the
exemption from, or reduction of, withholding Taxes ineffective or for any other reason, or if Administrative Agent reasonably determines that a payment was
made to a Lender pursuant to this Agreement without deduction of applicable withholding Tax from such payment, or if any Taxes paid or payable by
Administrative Agent are attributable to a Lender’s failure to comply with the provisions of Section 10.06(d) relating to the maintenance of a Participant
Register, such Lender shall indemnify the Administrative Agent fully for all amounts paid, directly or indirectly, by the Administrative Agent as Taxes
(whether or not such Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority) or otherwise, including any penalties or
interest and together with all expenses (including legal expenses, allocated internal costs and out-of-pocket expenses) incurred, within ten (10) days after
demand therefor. A certificate as to the amount of such payment or liability delivered to any Lender by the Administrative Agent shall be conclusive absent
manifest error. Each Lender hereby authorizes the Administrative Agent to set off and apply any and all amounts at any time owing to such Lender under any
Loan Document or otherwise payable by the Administrative Agent to the Lender from any other source against any amount due to the Administrative Agent
under this Section 9.10.
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Section 9.11            Lender’s Representations, Warranties and Acknowledgements.
 
(a)                Each Lender represents and warrants that it has made its own independent investigation of the financial condition and affairs of the

Borrower and its Subsidiaries in connection with Borrowings hereunder and that it has made and shall continue to make its own appraisal of the
creditworthiness of the Borrower and its Subsidiaries. No Agent shall have any duty or responsibility, either initially or on a continuing basis, to make any
such investigation or any such appraisal on behalf of Lenders or to provide any Lender with any credit or other information with respect thereto, whether
coming into its possession before the making of the Loans or at any time or times thereafter, and no Agent shall have any responsibility with respect to the
accuracy of or the completeness of any information provided to the Lenders. Each Lender acknowledges that no Agent or Related Party of any Agent has
made any representation or warranty to it. Except for documents expressly required by any Loan Document to be transmitted by an Agent to the Lenders, no
Agent shall have any duty or responsibility (either express or implied) to provide any Lender with any credit or other information concerning any Loan Party,
including the business, prospects, operations, property, financial and other condition or creditworthiness of any Loan Party or any Affiliate of a Loan Party,
that may come in to the possession of an Agent or any of its Related Parties.

 
(b)                Each Lender, by delivering its signature page to this Agreement or an Assignment and Assumption and funding its Loan, shall be

deemed to have acknowledged receipt of, and consented to and approved, each Loan Document and each other document required to be approved by any
Agent, the Required Lenders or the Lenders, as applicable, on the Closing Date.

 
Section 9.12            Collateral Documents and Guaranty.
 
(a)                Agents under Collateral Documents and Guaranty. Each Finance Party hereby further authorizes the Administrative Agent or the

Collateral Agent, as applicable, on behalf of and for the benefit of the Finance Parties, to be the agent for and representative of the Finance Parties with
respect to the Guaranty, the Collateral and the Loan Documents; provided that neither the Administrative Agent nor the Collateral Agent shall owe any
fiduciary duty, duty of loyalty, duty of care, duty of disclosure or any other obligation whatsoever to any holder of Senior Credit Obligations with respect to
any Swap Agreement. Subject to Section 10.01, without further written consent or authorization from any Finance Party, the Administrative Agent or the
Collateral Agent, as applicable, may execute any documents or instruments necessary to (i) in connection with a sale or Asset Disposition permitted by this
Agreement, release any Lien encumbering any item of Collateral that is the subject of such sale or other Asset Disposition or to which the Required Lenders
(or such other Lenders as may be required to give such consent under Section 10.01) have otherwise consented or (ii) release any Subsidiary Guarantor from
the Guaranty pursuant to the terms of the Guaranty or with respect to which the Required Lenders (or such other Lenders as may be required to give such
consent under Section 10.01) have otherwise consented.

 
(b)                Right to Realize on Collateral and Enforce Guaranty. Anything contained in any of the Loan Documents to the contrary

notwithstanding, the Borrower, the Administrative Agent, the Collateral Agent and each Finance Party hereby agree that (i) no Finance Party shall have any
right individually to realize upon any of the Collateral or to enforce the Guaranty, it being understood and agreed that all powers, rights and remedies
hereunder and under any of the Loan Documents may be exercised solely by the Administrative Agent or the Collateral Agent, as applicable, for the benefit
of the Finance Parties in accordance with the terms hereof and thereof and all powers, rights and remedies under the Collateral Documents may be exercised
solely by the Collateral Agent for the benefit of the Finance Parties in accordance with the terms thereof and (ii) in the event of a foreclosure or similar
enforcement action by the Collateral Agent on any of the Collateral pursuant to a public or private sale or other disposition (including, without limitation,
pursuant to Section 363(k), Section 1129(b)(2)(a)(ii) or otherwise of the Bankruptcy Code), the Collateral Agent (or any Lender, except with respect to a
“credit bid” pursuant to Section 363(k), Section 1129(b)(2)(a)(ii) or otherwise of the Bankruptcy Code) may be the purchaser or licensor of any or all of such
Collateral at any such sale or other disposition and the Collateral Agent, as agent for and representative of the Finance Parties (but not any Lender or Lenders
in its or their respective individual capacities) shall be entitled, upon instructions from the Required Lenders, for the purpose of bidding and making
settlement or payment of the purchase price for all or any portion of the Collateral sold at any such sale or disposition, to use and apply any of the Senior
Credit Obligations as a credit on account of the purchase price for any collateral payable by the Collateral Agent at such sale or other disposition; provided
that the Collateral Agent shall not be permitted to credit bid the Finance Obligations of any Lender that holds $25,000,000 or more of Term Loans at such
time without the written consent of such Lender..
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(c)                Release of Collateral and Guarantees, Termination of Loan Documents.
 

(i)                 Notwithstanding anything to the contrary contained herein or in any other Loan Document, the Administrative Agent shall
(without notice to, or vote or consent of, any Lender or any affiliate of any Lender in its capacity as a party to any Swap Agreement) take such
actions as shall be required to release its security interest in any Collateral subject to any disposition permitted by the Loan Documents, and to
release any guarantee obligations under any Loan Document of any Person subject to such disposition, to the extent necessary to permit
consummation of such disposition in accordance with the Loan Documents.

 
(ii)               Notwithstanding anything to the contrary contained herein or any other Loan Document, upon the Discharge of Senior Finance

Obligations, the Administrative Agent or the Collateral Agent, as applicable, shall (without notice to, or vote or consent of, any Lender, or any
affiliate of any Lender in its capacity as a party to any Swap Agreement) take such actions as shall be required to release its security interest in all
Collateral, and to release all Guaranty Obligations provided for in any Loan Document, whether or not on the date of such release there may be
outstanding Senior Credit Obligations in respect of Swap Agreements. Any such release of Guaranty Obligations shall be deemed subject to the
provision that such Guaranty Obligations shall be reinstated if after such release any portion of any payment in respect of the Senior Credit
Obligations guaranteed thereby shall be rescinded or must otherwise be restored or returned upon the insolvency, bankruptcy, dissolution,
liquidation or reorganization of the Borrower or any Subsidiary Guarantor, or upon or as a result of the appointment of a receiver, intervenor or
conservator of, or trustee or similar officer for, the Borrower or any Subsidiary Guarantor or any substantial part of its property, or otherwise, all as
though such payment had not been made.

 
(iii)             In each case as specified in this Section 9.12(c), the Administrative Agent and the Collateral Agent will, at the Borrower’s

expense (but without recourse to, and without any representation or warranty of any kind by, any such Agent), execute and deliver to the applicable
Loan Party such documents as such Loan Party may reasonably request to evidence the release of such item of Collateral from the assignment and
security interest granted under the Collateral Documents, or to release such Subsidiary Guarantor from its obligations under the Guaranty, in each
case in accordance with the terms of the Loan Documents and this Section 9.12(c).

 
(iv)              In addition, each Agent shall be authorized, upon the Borrower’s request and at the Borrower’s expense (but without recourse to,

and without any representation or warranty of any kind by, any such Agent), enter into non-disturbance and similar agreements in form an substance
reasonably satisfactory to the Administrative Agent in connection with the licensing of Intellectual Property constituting Collateral permitted
pursuant to the terms of this Agreement.
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(d)                The Collateral Agent shall not be responsible for or have a duty to ascertain or inquire into any representation or warranty regarding the
existence, value or collectability of the Collateral, the existence, priority or perfection of the Collateral Agent’s Lien thereon, or any certificate prepared by
any Loan Party in connection therewith, nor shall the Collateral Agent be responsible or liable to the Lenders for any failure to monitor or maintain any
portion of the Collateral.

 
Section 9.13            Administrative Agent May File Bankruptcy Disclosure and Proofs of Claim. In case of the pendency of any proceeding under

any Bankruptcy Laws relative to any Loan Party, the Administrative Agent (irrespective of whether the principal of any Loan shall then be due and payable
as herein expressed or by declaration or otherwise and irrespective of whether the Administrative Agent shall have made any demand on Borrower) shall be
entitled and empowered (but not obligated) by intervention in such proceeding or otherwise:

 
(a)                to file a verified statement pursuant to rule 2019 of the Federal Rules of Bankruptcy Procedure that, in its sole opinion, complies with

such rule’s disclosure requirements for entities representing more than one creditor;
 
(b)                to file and prove a claim for the whole amount of the principal and interest owing and unpaid in respect of the Loans and all other Senior

Credit Obligations that are owing and unpaid and to file such other documents as may be necessary or advisable in order to have the claims of the Lenders
and the Agents (including any claim for the reasonable compensation, expenses, disbursements and advances of the Agents and their respective agents and
counsel and all other amounts due the Agents under Sections 2.03 and 10.04) allowed in such judicial proceeding; and

 
(c)                to collect and receive any monies or other property payable or deliverable on any such claims and to distribute the same;
 

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any such judicial proceeding is hereby authorized by each
Lender to make such payments to the Administrative Agent and, in the event that the Administrative Agent shall consent to the making of such payments
directly to the Lenders, to pay to the Administrative Agent any amount due for the reasonable compensation, expenses, disbursements and advances of the
Agents and their respective agents and counsel, and any other amounts due the Agents under this Agreement and the other Loan Documents. To the extent
that the payment of any such compensation, expenses, disbursements and advances of any Agent, its agents and counsel, and any other amounts due any
Agent under this Agreement and the other Loan Documents out of the estate in any such proceeding, shall be denied for any reason, payment of the same
shall be secured by a Lien on, and shall be paid out of, any and all distributions, dividends, money, securities and other properties that the Lenders may be
entitled to receive in such proceeding whether in liquidation or under any plan of reorganization or arrangement or otherwise.
 
Nothing contained herein shall be deemed to authorize the Administrative Agent to authorize or consent to or accept or adopt on behalf of any Lender any
plan of reorganization, arrangement, adjustment or composition affecting the Senior Credit Obligations or the rights of any Lender or to authorize the
Administrative Agent to vote in respect of the claim of any Lender in any such proceeding.
 

Section 9.14            Disclosure of Approved Lender List. The Borrower and each Finance Party hereby authorizes the Administrative Agent to
disclose the Approved Lender List to each Lender and any prospective Lender for the purpose of verifying compliance with the provisions of Section 10.06.
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ARTICLE X

MISCELLANEOUS
 

Section 10.01        Amendments, etc.
 
(a)                Amendments Generally. No amendment or waiver of any provision of this Agreement or any other Loan Document, and no consent to any

departure by any Loan Party therefrom, shall in any event be effective unless the same shall be in writing signed by the Required Lenders (or by the
Administrative Agent with the consent of the Required Lenders or such other number or percentage of the Lenders as may be specified herein) and the
Borrower, and the Administrative Agent shall have received notice and a fully executed written copy thereof, and each such waiver or consent shall be
effective only in the specific instance and for the specific purpose for which given; provided that the Administrative Agent and the Borrower may, with the
consent of the other, amend, modify or supplement this Agreement and any other Loan Document to cure any ambiguity, omission, typographical error,
defect or inconsistency if such amendment, modification or supplement if the same is not objected to in writing by the Required Lenders within five (5)
Business Days following receipt of notice thereof.

 
(b)                Amendments and Waivers Pertinent to Affected Lenders . Notwithstanding subsection (a) above and in addition to any other consent that

may be required thereunder, no amendment, waiver or consent shall:
 

(i)                 extend or increase the Commitment of any Lender without the written consent of such Lender;
 
(ii)               postpone any date fixed by this Agreement or any other Loan Document for any payment (excluding mandatory prepayments

(other than pursuant to Section 2.08)) of principal, premium, interest (other than Default interest) or fees due to the Lenders (or any of them)
hereunder or under any other Loan Document without the written consent of each Lender directly affected thereby;

 
(iii)             reduce or forgive the principal of, or the rate of interest or any premium specified herein on, any Loan or (subject to subsection

(c) below) or any fees payable hereunder or under any other Loan Document without the written consent of each Lender directly affected thereby;
provided, however, that only the consent of the Required Lenders shall be necessary to waive any mandatory prepayment (other than pursuant to
Section 2.08) or to amend Section 2.06(c) or to waive any obligation of the Borrower to pay interest at the rate provided for in Section 2.06(c);

 
(iv)              other than to the extent required to allow the lenders under an Incremental Facility, Extension or Refinancing Amendment, to

share, or, at their option, not share, in pro rata payments, change Sections 2.09, 2.13 or Section 8.04 in a manner that would alter the pro rata
sharing of payments required thereby without the written consent of each Lender directly affected thereby;

 
(v)                except in connection with the implementation of an Incremental Facility, Extension or Refinancing Amendment, change any

provision of this Section 10.01, Section 2.12(a) or the definition of “Applicable Percentage” or “Required Lenders” or any other provision hereof
specifying the percentage of Lenders required to amend, waive or otherwise modify any rights hereunder or make any determination or grant any
consent hereunder, without the written consent of each Lender;

 
(vi)              permit the assignment or delegation by any Loan Party of any of its rights or obligations under any Loan Document (other than

to another Loan Party in connection with a transaction permitted under Section 7.04 or 7.05 of this Agreement) without the written consent of each
Lender;
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(vii)            subordinate the Senior Credit Obligations (or the Liens of the Collateral Documents) to any other obligation (or the Liens
securing any other obligation) without the written consent of each Lender (other than in connection with Permitted Liens);

 
(viii)          release all or substantially all of the value of the Guaranty without the written consent of each Lender (provided that the

Administrative Agent may, without the consent of any Lender, release any Subsidiary Guarantor (or all or substantially all of the assets of a
Subsidiary Guarantor) that is sold or transferred (other than to any Loan Party) in compliance with Section 7.05);

 
(ix)              release all or substantially all of the Collateral securing the Senior Credit Obligations hereunder without the written consent of

each Lender (provided that the Collateral Agent may, without consent from any other Lender, release any Collateral that is sold or transferred by a
Loan Party (other than to any other Loan Party) in compliance with Section 7.05 or released in compliance with Section 9.10);

 
(x)                impose any greater restrictions on the ability of the Lenders of any Class to assign any of their respective rights or obligations

hereunder without the written consent of each Lender in respect of such Class;
 
(xi)              permit any amendment or waiver that would result in the Lenders under any Class of Loans receiving a lesser prepayment,

repayment or commitment reduction or affect the rights of such Class in respect of the Collateral relative to any other Class of Loans without the
written consent of Lenders holding at least a majority of the outstanding Loans and Commitments of such Class;

 
(xii)            affect the rights or duties of any Agent under this Agreement or any other Loan Document, without the prior written consent of

such Agent; and
 
(xiii)          release amounts on deposit in the Restricted Cash Collateral Account (or modify the conditions to release of any amounts

thereunder pursuant to Section 6.18) prior to the date on which the requirements set forth in Section 6.18 shall have been satisfied without the
written consent of each Lender.

 
Notwithstanding anything to the contrary contained in this Section 10.01, this Agreement and the other Loan Documents may be amended,

modified or supplemented with the consent of the Administrative Agent and/or the Collateral Agent at the request of the Borrower without the need to obtain
the consent of any other Lender if such amendment is delivered in order to effectuate any amendment, modification or supplement pursuant to the first
proviso of Section 10.01(a).

 
(c)                Defaulting Lenders. Notwithstanding anything to the contrary herein, no Defaulting Lender shall have any right to approve or

disapprove any amendment, waiver or consent hereunder (and any amendment, waiver or consent which by its terms requires the consent of all Lenders or
each affected Lender may be effected with the consent of the applicable Lenders other than Defaulting Lenders), except that (x) the Commitment of any
Defaulting Lender may not be increased or extended without the consent of such Defaulting Lender and (y) any waiver, amendment or modification requiring
the consent of all Lenders or each affected Lender that by its terms disproportionately affects any Defaulting Lender more adversely than other affected
Lenders shall require the consent of such Defaulting Lender.

 
(d)                No Lender consent is required for either Agent to enter into, or to effect any amendment, amendment and restatement, modification or

supplement to, any Customary Intercreditor Agreement; provided that no such agreement shall amend, modify or otherwise affect the rights or duties of the
Administrative Agent or the Collateral Agent hereunder or under any other Loan Document without the prior written consent of the Administrative Agent or
the Collateral Agent, as applicable.
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Each Lender and each holder of a Note shall be bound by any waiver, amendment or modification authorized by this Section 10.01 regardless of
whether its Note shall have been marked to make reference therein, and any consent by any Lender or holder of a Note pursuant to this Section 10.01 shall
bind any Person subsequently acquiring a Loan or a Note from it, whether or not such Note shall have been so marked.

 
Section 10.02        Notices.
 
(a)                Generally. Except in the case of notices and other communications expressly permitted to be given by telephone (and except as provided

in paragraph (b) below), all notices, consents and other communications provided for herein shall be in writing and shall be delivered by hand or overnight
courier service, mailed by certified or registered mail or sent by telecopier as follows:

 
(i)                 if to the Borrower or any other Loan Party, to the Borrower at:
 

Sucampo Pharmaceuticals, Inc.
4520 East-West Highway, 3rd Floor
Bethesda, MD 20814
Attention: Peter Greenleaf, Chief Executive Officer
Telephone: […***…]
Facsimile: […***…]
 

(ii)               with a copy to (for informational purposes only and shall not constitute notice):
 

Cooley LLP
1299 Pennsylvania Avenue, NW, Suite 700
Washington, DC 20004
Attn: […***…]
Telephone: […***…]
Facsimile: […***…]
 

(iii)             if to the Administrative Agent or the Collateral Agent, to it at:
 

Jefferies Finance LLC
520 Madison Avenue
New York, New York 10022
Attention: Account Officer – Sucampo Pharmaceuticals, Inc.
Facsimile: […***…]
 

(iv)              if to a Lender, to it at its address (or its telecopier number, electronic email address or telephone number) set forth in its
Administrative Questionnaire.

 
Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have been given when received; notices sent
by telecopier shall be deemed to have been given when sent (except that, if not given during normal business hours for the recipient, shall be deemed to have
been given at the opening of business on the next Business Day for the recipient). Notices delivered through electronic communications to the extent
provided in paragraph (b) below shall be effective as provided in said paragraph (b).
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(b)                Electronic Communications. Notices and other communications to the Agents and the Lenders hereunder may (subject to Section
10.02(d)) be delivered or furnished by electronic communication (including e-mail and Internet or intranet websites) pursuant to procedures approved by the
Administrative Agent; provided that the foregoing shall not apply to notices to any Lender pursuant to Article II if such Lender has notified the
Administrative Agent that it is incapable of receiving notices under such Article by electronic communication. The Administrative Agent, the Collateral
Agent or the Borrower may, in its discretion, agree to accept notices and other communications to it hereunder by electronic communications pursuant to
procedures approved by it (including as set forth in Section 10.02(d), which shall be deemed to have been approved); provided that approval of additional
procedures may be limited to particular notices or communications.

 
Unless the Administrative Agent otherwise prescribes, (i) notices and other communications sent to an e-mail address shall be deemed received upon

the sender’s receipt of an acknowledgement from the intended recipient (such as by the “return receipt requested” function, as available, return e-mail or other
written acknowledgement); provided that if such notice or other communication is not sent during the normal business hours of the recipient, such notice or
communication shall be deemed to have been sent at the opening of business on the next Business Day for the recipient, and (ii) notices or communications
posted to an Internet or intranet website shall be deemed received upon the deemed receipt by the intended recipient at its e-mail address as described in the
foregoing clause (i) of notification that such notice or communication is available and identifying the website address therefor.

 
(c)                Change of Address, etc. Any party hereto may change its address or telecopier number for notices and other communications hereunder

by notice to the other parties hereto. In addition, each Lender agrees to notify the Administrative Agent from time to time to ensure that the Administrative
Agent has on record (i) an effective address, contact name, telephone number, telecopier number and electronic mail address to which notices and other
communications may be sent and (ii) accurate wire instructions for such Lender.

 
(d)                Posting. Unless otherwise expressly set forth herein, each Loan Party hereby agrees that it will provide to the Administrative Agent all

information, documents and other materials that it is obligated to furnish to the Administrative Agent pursuant to this Agreement and any other Loan
Document, including all notices, requests, financial statements, financial and other reports, certificates and other information materials, but excluding any
such communication that (i) relates to a request for a new, or a conversion of an existing, Borrowing or other extension of credit (including any election of an
interest rate or Interest Period relating thereto), (ii) relates to the payment of any principal or other amount due under this Agreement prior to the scheduled
date therefor, (iii) provides notice of any Default under this Agreement or (iv) is required to be delivered to satisfy any condition precedent to the
effectiveness of this Agreement and/or any borrowing or other extension of credit hereunder (all such non-excluded communications, collectively, the
“Communications”; such excluded communications the “Excluded Communications”), by transmitting the Communications in an electronic/soft medium in
a format reasonably acceptable to the Administrative Agent (and Microsoft Word, Excel and .pdf shall be deemed acceptable to the Administrative Agent on
the date hereof) at such e-mail address(es) provided to the Borrower from time to time or in such other form, including hard copy delivery thereof, to the
extent requested by Administrative Agent shall require at least five (5) Business Days prior to the due date thereof. Nothing in this Section 10.02 shall
prejudice the right of the Agents, any Lender or any Loan Party to give any notice or other communication pursuant to this Agreement or any other Loan
Document in any other manner expressly specified in this Agreement or any other Loan Document or, if to an Agent, as any such Agent shall require by
advanced written notice. Excluded Communications shall be delivered to the Administrative Agent by facsimile communication or as the Administrative
Agent shall direct at least three (3) Business Days prior to such Excluded Communication.

 
To the extent consented to by the Administrative Agent in writing from time to time, the Administrative Agent agrees that receipt of the

Communications by the Administrative Agent at its e-mail address(es) set forth above shall constitute effective delivery of such Communications to the
Administrative Agent for purposes of the Loan Documents.
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Each Loan Party further agrees that the Administrative Agent may make the Communications available to the Lenders by posting the
Communications on a Platform. The Platform is provided “as is” and “as available.” The Agents do not warrant the accuracy or completeness of the
Communications, or the adequacy of the Platform and expressly disclaim liability for errors or omissions in the Communications. No warranty of any kind,
express, implied or statutory, including, without limitation, any warranty of merchantability, fitness for a particular purpose, non-infringement of third party
rights or freedom from viruses or other code defects, is made by any Agent in connection with the Communications or the Platform. In no event shall the
Administrative Agent or any of its Related Parties have any liability to the Loan Parties, any Lender, or any other Person for damages of any kind, including
direct or indirect, special, incidental or consequential damages, losses or expenses (whether in tort, contract or otherwise) arising out of any Loan Party’s or
the Administrative Agent’s transmission of communications through the Internet, except to the extent the liability of such Person is found in a final non-
appealable judgment by a court of competent jurisdiction to have resulted from such Person’s or its Related Party’s gross negligence or willful misconduct.

 
The Borrower hereby acknowledges that (i) the Administrative Agent and/or the Lead Arranger will make available to the Lenders materials and/or

information provided by or on behalf of the Borrower hereunder (collectively, “Borrower Materials”) by posting the Borrower Materials on IntraLinks or
another similar electronic system (the “Platform”) and (ii) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive
material non-public information with respect to the Borrower or its securities) (each, a “Public Lender”). The Borrower hereby agrees that so long as the
Borrower is the issuer of any outstanding debt or equity securities that are issued pursuant to a public offering registered with the SEC or in a private
placement for resale pursuant to Rule 144A under the Securities Act of 1933, as amended, or is actively contemplating issuing any such securities: (i) no
Borrower Materials are to be made available to Public Lenders unless clearly and conspicuously marked “Public – Contains No Non-Public Information”
prominently on the first page thereof; and (ii) unless the Borrower Materials have been marked “Public – Contains No Non-Public Information,” the Borrower
shall not be deemed to have authorized the Administrative Agent, the Lead Arranger and the Lenders to treat such Borrower Materials as not containing any
material non-public information with respect to the Borrower or its securities for purposes of United States Federal and state securities laws (provided,
however, that to the extent such Borrower Materials constitute Information, they shall be treated as set forth in Section 10.07). All Borrower Materials that are
marked “Public – Contains No Non-Public Information” are permitted to be made available through a portion of the Platform designated “Public Investor,”
and the Administrative Agent and the Lead Arranger shall be entitled to treat any Borrower Materials that are not marked “Public – Contains No Non-Public
Information” as being suitable only for posting on a portion of the Platform not designated “Public Investor.”

 
Section 10.03        No Waiver; Cumulative Remedies. No failure by any Lender or by the Administrative Agent to exercise, and no delay by any

such Person in exercising, any right, remedy, power or privilege hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any
right, remedy, power or privilege hereunder preclude any other or further exercise thereof or the exercise of any other right, remedy, power or privilege. The
rights, remedies, powers and privileges herein provided are cumulative and not exclusive of any rights, remedies, powers and privileges provided by Law.

 
Section 10.04        Expenses; Indemnity; Damage Waiver.
 
(a)                Costs and Expenses. The Borrower agrees to pay (i) all reasonable and documented out-of-pocket expenses incurred by the

Administrative Agent, the Collateral Agent and the Lead Arranger and their respective Related Parties (including the reasonable and documented fees,
charges and out-of-pocket disbursements of White & Case LLP, counsel for the Administrative Agent and the Collateral Agent and one local counsel and one
regulatory counsel, in each case, in each applicable jurisdiction (including, in each case, one firm of additional counsel (including one additional local
counsel and regulatory counsel, in each case, in each applicable jurisdiction) for each similarly situated class of Persons as a result of any actual or potential
conflicts of interests) and reasonable and documented charges relating to the maintenance of the Platform in connection with the Loan Documents) in
connection with the syndication and closing of the Loans provided for herein, the preparation, negotiation, execution, delivery and administration of this
Agreement and the other Loan Documents and, with respect to the Administrative Agent and the Collateral Agent only, any actual or proposed amendment,
amendment and restatement, modification or waiver of the provisions hereof or thereof, including in connection with post-closing searches to confirm that
security filings and recordations have been properly made and including any costs and expenses of the service provider referred to in Section 9.03 and in
connection with the protection of its rights (A) in connection with this Agreement and the other Loan Documents, including its rights under this Section
10.04, and (B) including all such reasonable and documented out-of-pocket expenses incurred during any workout, restructuring or negotiations in respect of
such Loans, (ii) all reasonable and documented out-of-pocket expenses incurred by the Administrative Agent, the Collateral Agent or any Lender (including
the reasonable and documented fees, charges and disbursements of external counsel for the Administrative Agent, the Collateral Agent or any Lender), in
connection with the enforcement of its rights (A) in connection with this Agreement and the other Loan Documents, including its rights under this Section
10.04, and (B) in connection with the Loans made hereunder, including all such reasonable and documented out-of-pocket expenses incurred during any
workout, restructuring or negotiations in respect of such Loans and (iii) all documentary and similar taxes and charges in respect of the Loan Documents;
provided however that, notwithstanding anything to the contrary in this Section 10.04(a), the Borrower will not be required to pay the fees and expenses of
third party advisors to the Administrative Agent, the Collateral Agent or any Lender (other than counsel) retained without the consent of the Borrower or
more than one counsel to the Lead Arranger, the Administrative Agent, the Collateral Agent and the Lenders, taken as a whole (plus one local counsel and
one regulatory counsel, in each case, in each applicable jurisdiction and one or more firms of additional counsel as a result of any actual or potential conflicts
of interest).
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(b)                Indemnification by Borrower. The Borrower shall indemnify the Administrative Agent (and any sub-agent thereof), the Collateral Agent
(and any sub-agent thereof), the Lead Arranger, the Bookrunner and each Lender, and each Related Party of any of the foregoing Persons (each such Person
being called an “Indemnitee”) against, and hold each Indemnitee harmless from, any and all losses, claims, damages, liabilities and related reasonable and
documented out-of-pocket expenses (including the reasonable and documented fees, charges and disbursements of external counsel) incurred by any
Indemnitee or asserted against any Indemnitee by any third party or by the Borrower or any of its Subsidiaries arising out of, in connection with, or as a result
of (i) the Transactions, or the execution or delivery of this Agreement, any other Loan Document, any Transaction Document, or any amendment, amendment
and restatement, modification or waiver of the provisions hereof or thereof, or any agreement or instrument contemplated hereby or thereby, the performance
by the parties hereto of their respective obligations hereunder or thereunder or the consummation of the transactions contemplated hereby, thereby, or related
thereto or, in the case of the Administrative Agent (and any sub-agent thereof), the Collateral Agent (and any sub-agent thereof) and their respective Related
Parties only, the administration of this Agreement and the other Loan Documents, (ii) any Loan or the use or proposed use of the proceeds therefrom, (iii) any
actual or alleged presence or Release or threatened Release of Hazardous Materials on, at, under or from any property owned, leased or operated by any Group
Company at any time, or any Environmental Liability or (iv) any actual or prospective claim, litigation, investigation or proceeding relating to any of the
foregoing, whether based on contract, tort or any other theory, whether brought by a third party or by the Borrower or any of its Subsidiaries, and regardless of
whether any Indemnitee is a party thereto; provided that such indemnity shall not, as to any Indemnitee, be available to the extent that such losses, claims,
damages, liabilities or related expenses are determined by a court of competent jurisdiction by final and nonappealable judgment to have resulted from the
gross negligence or willful misconduct of such Indemnitee or its Related Parties; provided further that the Loan Parties shall not be required to reimburse the
legal fees and expenses of more than one counsel for all Indemnitees, taken as a whole (in addition to one special counsel in each specialty area, up to one
local counsel in each applicable local jurisdiction and any additional counsel for an Indemnitee reasonably deemed appropriate by virtue of actual or
potential conflicts of interests incurred in connection with investigating, defending or preparing to defend any such action, suit, proceeding (including any
inquiry or investigation). No Loan Party shall be liable for any amounts hereunder (other than the amount of any reasonable and documented legal fees or
other costs and expenses associated with the settlement) to the extent an Indemnitee has entered into any settlement without the Borrower’s consent (such
consent not to be unreasonably withheld or delayed), provided that an Indemnitee may enter into a settlement if there is a judgment by a court of competent
jurisdiction in any such proceeding, in which case the Borrower agrees to indemnify and hold harmless each Indemnitee from and against any and all losses,
claims, damages, liabilities and related expenses by reason of such settlement or judgment in accordance with the other provisions of this Section 10.04(b).
This Section 10.04(b) shall not apply with respect to Taxes other than any Taxes that represent losses, claims, damages, etc. arising from any non-Tax claim.
Notwithstanding the foregoing, each Indemnitee shall be obligated to refund and return promptly any and all amounts paid by the Borrower under this
Section 10.04(b) to such Indemnitee for any such fees, expenses or damages to the extent such Indemnitee is not entitled to payment of such amounts in
accordance with the terms hereof.
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(c)                Reimbursement by Lenders. To the extent that the Borrower for any reason fails to indefeasibly pay any amount required under
subsection (a) or (b) of this Section 10.04 to be paid by it or them to the Administrative Agent (or any sub-agent thereof), the Collateral Agent (or any sub-
agent thereof) or any of their respective Related Parties, each Lender severally agrees to pay to the Administrative Agent (or any such sub-agent), the
Collateral Agent (or any sub-agent thereof) or such Related Party, as the case may be, such Lender’s Applicable Percentage (determined as of the time that the
applicable unreimbursed expense or indemnity payment is sought) of such unpaid amount; provided that the unreimbursed expense or indemnified loss,
claim, damage, liability or related expense, as the case may be, was incurred by or asserted against the Administrative Agent (or any such sub-agent) or the
Collateral Agent (or any sub-agent thereof), in its capacity as such, or against any Related Party of any of the foregoing acting for the Administrative Agent
(or any such sub-agent) or the Collateral Agent (or any sub-agent thereof) in connection with such capacity. The obligations of the Lenders under this
subsection (c) are subject to the provisions of Section 2.14.

 
(d)                Waiver of Consequential Damages, Etc . To the fullest extent permitted by applicable Law, no party hereto shall assert, and each party

hereto hereby waives, any claim against any Indemnitee or other party hereto, on any theory of liability, for special, indirect, consequential (including,
without limitation, any loss of profits, business or anticipated savings) or punitive damages (in each case, as opposed to direct or actual damages) arising out
of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or instrument contemplated hereby, the transactions
contemplated hereby or thereby, any Loan or letter of credit or the use of the proceeds thereof; provided, however, nothing in this subsection (d) shall be
construed to limited the Borrower’s indemnification obligations provided for under this Agreement (including this Section 10.04) and the other Loan
Documents. No Indemnitee referred to in subsection (b) above shall be liable for any damages arising from the use by unintended recipients of any
information or other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this
Agreement or the other Loan Documents or the transactions contemplated hereby or thereby.

 
(e)                Payments. All amounts due under this Section shall be payable not later than thirty (30) Business Days after demand therefor.
 
(f)                 Survival. The agreements in this Section shall survive the resignation of the Administrative Agent, the replacement of any Lender, the

termination of the Commitments and the repayment, satisfaction or discharge of all the other Senior Credit Obligations.
 
Section 10.05        Payments Set Aside. To the extent that any payment by or on behalf of the Borrower or any other Loan Party is made to the

Administrative Agent, the Collateral Agent or any Lender, or the Administrative Agent, the Collateral Agent or any Lender exercises its right of setoff, and
such payment or the proceeds of such setoff or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required
(including pursuant to any settlement entered into by the Administrative Agent, the Collateral Agent or such Lender in its discretion) to be repaid to a trustee,
receiver or any other party, in connection with any proceeding under any Insolvency or Liquidation Proceeding or otherwise, then (i) to the extent of such
recovery, the obligation or part thereof originally intended to be satisfied shall be revived and continued in full force and effect as if such payment had not
been made or such setoff had not occurred and (ii) each Lender severally agrees to pay to the Administrative Agent or the Collateral Agent upon demand its
applicable share of any amount so recovered from or repaid by the Administrative Agent or the Collateral Agent, plus interest thereon from the date of such
demand to the date such payment is made at a rate per annum equal to the Federal Funds Effective Rate from time to time in effect. The obligations of the
Lenders under clause (ii) of the preceding sentence shall survive the payment in full of the Senior Credit Obligations and the termination of this Agreement.
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Section 10.06        Successors and Assigns.
 
(a)                Successors and Assigns Generally. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto

and their respective successors and assigns permitted hereby, except that no Loan Party may assign or otherwise transfer any of its rights or obligations
hereunder without the prior consent of the Administrative Agent and each Lender other than in connection with transactions permitted hereunder, and no
Lender may assign or otherwise transfer any of its rights or obligations hereunder except (i) to an Eligible Assignee in accordance with the provisions of
subsection (b) of this Section 10.06, (ii) by way of participation in accordance with the provisions of subsection (d) of this Section 10.06 or (iii) by way of
pledge or assignment of a security interest subject to the restrictions of subsection (f) of this Section 10.06 (and any other attempted assignment or transfer by
the Borrower, any other Loan Party or any Lender shall be null and void). Nothing in this Agreement, expressed or implied, shall be construed to confer upon
any Person (other than the parties hereto, their respective successors and assigns permitted hereby, Participants to the extent provided in subsection (d) of this
Section 10.06 and, to the extent expressly contemplated hereby, the other Indemnitees) any legal or equitable right, remedy or claim under or by reason of
this Agreement.

 
(b)                Assignments by Lenders. Any Lender may at any time assign to one or more Eligible Assignees all or a portion of its rights and

obligations under this Agreement (including all or a portion of its Commitments and the Loans at the time owing to it); provided, however, that:
 

(i)                 except in the case of any assignment in connection with the primary syndication of the Commitments and Loans made by
Jefferies Finance LLC (or its respective Affiliates) to an Eligible Assignee, or an assignment of the entire remaining amount of the assigning Lender’s
Commitment and the Loans of the applicable Class, as the case may be, owing to it or in the case of an assignment to a Lender or an Affiliate of a
Lender or an Approved Fund with respect to a Lender, the aggregate amount of any Loans of an assigning Lender subject to each such assignments,
determined as of the date the Assignment and Assumption with respect to such assignment is delivered to the Administrative Agent or, if “Trade
Date” is specified in the Assignment and Assumption, as of the Trade Date, shall not be less than […***…] unless each of the Administrative Agent
and, so long as no Event of Default shall have occurred and is continuing, the Borrower otherwise consents (each such consent not to be
unreasonably withheld or delayed and provided that, if the consent of the Borrower is required, the Borrower shall be deemed so to have consented
unless it shall object thereto by written notice to the Administrative Agent within five (5) Business Days after the Borrower has received written
notice thereof); provided, however, that concurrent assignments to members of an Assignee Group and concurrent assignments from members of an
Assignee Group to a single Eligible Assignee (or to an Eligible Assignee and members of its Assignee Group) will be treated as a single assignment
for purposes of determining whether such minimum amount has been met;
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(ii)               each partial assignment shall be made as an assignment of a proportionate part of all the assigning Lenders’ rights and
obligations under this Agreement with respect to the Loans or the Commitment assigned;

 
(iii)             the parties to each assignment shall execute and deliver to the Administrative Agent an Assignment and Assumption, together

with all forms, certificates or other evidence each assignee is required to provide pursuant to Section 3.01(e) and a processing and recordation fee in
the amount of […***…]; provided, however, that the Administrative Agent may, in its sole discretion, elect to waive such processing and
recordation fee in the case of any assignment. The assignee, if it is not a Lender, shall deliver to the Administrative Agent an Administrative
Questionnaire;

 
(iv)              no such assignment shall be made to any Defaulting Lender or any of its Subsidiaries, or any Person who, upon becoming a

Lender hereunder, would constitute any of the foregoing Persons described in this subclause (iv); and
 
(v)                in connection with any assignment of rights and obligations of any Defaulting Lender hereunder, no such assignment shall be

effective unless and until, in addition to the other conditions thereto set forth herein, the parties to the assignment shall make such additional
payments to the Administrative Agent in an aggregate amount sufficient, upon distribution thereof as appropriate (which may be outright payment,
purchases by the assignee of participations or subparticipations, or other compensating actions, including funding, with the consent of the Borrower
and the Administrative Agent, the applicable pro rata share of Loans previously requested but not funded by the Defaulting Lender, to each of
which the applicable assignee and assignor hereby irrevocably consent), to (x) pay and satisfy in full all payment liabilities then owed by such
Defaulting Lender to the Administrative Agent or any Lender hereunder (and interest accrued thereon) and (y) acquire (and fund as appropriate) its
full pro rata share of all Loans in accordance with its Applicable Percentage. Notwithstanding the foregoing, in the event that any assignment of
rights and obligations of any Defaulting Lender hereunder shall become effective under applicable Law without compliance with the provisions of
this paragraph, then the assignee of such interest shall be deemed to be a Defaulting Lender for all purposes of this Agreement until such compliance
occurs.

 
Subject to acceptance and recording thereof by the Administrative Agent pursuant to subsection (c) of this Section, from and after the effective date specified
in each Assignment and Assumption, the Eligible Assignee thereunder shall be a party to this Agreement and, to the extent of the interest assigned by such
Assignment and Assumption, have the rights and obligations of a Lender under this Agreement, and the assigning Lender thereunder shall, to the extent of
the interest assigned by such Assignment and Assumption, be released from its obligations under this Agreement (and, in the case of an Assignment and
Assumption covering all of the assigning Lender’s rights and obligations under this Agreement, such Lender shall cease to be a party hereto but shall
continue to be entitled to the benefits of Sections 3.01, 3.04, 3.05 and 10.04 with respect to facts and circumstances occurring prior to the effective date of
such assignment). Upon request, the Borrower (at its expense) shall execute and deliver a Note or Notes to the assignee Lender. Any assignment or transfer by
a Lender of rights or obligations under this Agreement that does not comply with this subsection shall be treated for purposes of this Agreement as a sale by
such Lender of a participation in such rights and obligations in accordance with subsection (d) of this Section 10.06.
 

(c)                Register. The Administrative Agent, acting solely for this purpose as an agent of the Borrower, shall maintain at the Administrative
Agent’s Office a copy of each Assignment and Assumption delivered to it and a register for the recordation of the names and addresses of the Lenders, and the
Commitments of, and principal amounts (and related interest amounts) of the Loans owing to, each Lender pursuant to the terms hereof from time to time (the
“Register”). The Register shall record each transfer of the Loans to a transferee upon written notification by the registered owner of such transfer, provided,
however, that failure to make any such recordation, or any error in such recordation, shall not affect any Lender’s obligations in respect of any Loan or
Commitment. The entries in the Register shall be conclusive absent manifest error, and the Borrower, the Administrative Agent and the Lenders shall treat
each Person whose name is recorded in the Register pursuant to the terms hereof as a Lender hereunder for all purposes of this Agreement, notwithstanding
notice to the contrary. In addition, the Administrative Agent shall maintain on the Register information regarding the designation, and revocation of
designation, of any Lender as a Defaulting Lender. The Register shall be available for inspection by the Borrower and the Collateral Agent at any reasonable
time and from time to time upon reasonable prior notice. The Register shall also be available for inspection by any Lender solely as it relates to its own
interests and the interests of its Affiliates, at any reasonable time and from time to time upon reasonable prior notice.
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(d)                Participations. Any Lender may at any time, without the consent of, or notice to, the Borrower or the Administrative Agent sell
participations to any Person (other than a natural Person, the Borrower or any of the Borrower’s Affiliates or Subsidiaries) (each, a “ Participant”) in all or a
portion of such Lender’s rights and/or obligations under this Agreement (including all or a portion of its Commitment and/or the Loans owing to it);
provided that (i) such Lender’s obligations under this Agreement shall remain unchanged, (ii) such Lender shall remain solely responsible to the other parties
hereto for the performance of such obligations and (iii) the Borrower and the Administrative Agent and the Lenders shall continue to deal solely and directly
with such Lender in connection with such Lender’s rights and obligations under this Agreement. For the avoidance of doubt, each Lender shall be
responsible for the indemnity under Section 9.10 with respect to any payments made by such Lender to its Participants.

 
Any agreement or instrument pursuant to which a Lender sells such a participation shall provide that such Lender shall retain the sole right to

enforce the Loan Documents and to approve any amendment, modification or waiver of any provision of the Loan Documents; provided that such agreement
or instrument may provide that such Lender will not, without the consent of the Participant, agree to any amendment, modification or waiver described in
clauses (i) through (ix) of Section 10.01(b) that directly and adversely affects such Participant. Subject to subsection (e) of this Section, the Borrower agrees
that each Participant shall be entitled to the benefits of Sections 3.01, 3.04, and 3.05 (subject to the requirements and limitations of such Sections, it being
understood that any requirement for a Participant to deliver tax documentation or other information under Section 3.01(e) shall be satisfied upon the delivery
of such tax documentation or other information to the participating Lender with no requirement for it to be delivered to the Borrower or the Administrative
Agent) to the same extent as if it were a Lender and had acquired its interest by assignment pursuant to subsection (b) of this Section. To the extent permitted
by Law, each Participant also shall be entitled to the benefits of Section 10.08 as though it were a Lender, provided such Participant agrees to be subject to
Section 2.13 as though it were a Lender.

 
Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register on which it

enters the name and address of each Participant and the principal amounts (and related interest amounts) of each Participant’s interest in the Loans or other
obligations under this Agreement (the “Participant Register”); provided that, no Lender shall have any obligation to disclose all or any portion of any
Participant Register (including the identity of any Participant or any information relating to a Participant’s interest in any Loans or other rights or obligations
under any Loan Document) to any Person except to the extent that such disclosure is necessary to establish that such Loan or other right or obligation is in
registered form under Section 5f.103-1(c) of the U.S. Treasury Regulations. The entries in the Participant Register shall be conclusive, absent manifest error,
and such Lender shall treat each person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this
Agreement notwithstanding any notice to the contrary. For the avoidance of doubt, the Administrative Agent (in its capacity as Administrative Agent) shall
have no responsibility for maintaining a Participant Register.

 
No participation shall be or shall be deemed to be a discharge, rescission, extinguishment or substitution of any outstanding Loan and any Loan

subject to a participation shall continue to be the same obligation and not a new obligation.
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(e)                Limitations on Participant Rights. A Participant shall not be entitled to receive any greater payment under Section 3.01 or 3.04 than the
applicable Lender would have been entitled to receive with respect to the participation sold to such Participant, unless the sale of the participation to such
Participant is made with the Borrower’s prior written consent or the right to receive a greater payment results from a Change in Law after the participant
becomes a Participant.

 
(f)                 Certain Pledges. Any Lender may at any time, without the consent of the Borrower or the Administrative Agent, pledge or assign a

security interest in all or any portion of its rights under this Agreement (including under its Note, if any) to secure obligations of such Lender, including any
pledge or assignment to secure obligations to a Federal Reserve Bank; provided that no such pledge or assignment shall release such Lender from any of its
obligations hereunder or substitute any such pledgee or assignee for such Lender as a party hereto.

 
(g)                Electronic Execution of Assignments. The words “execution,” “signed,” “signature,” and words of like import in any Assignment and

Assumption shall be deemed to include electronic signatures or the keeping of records in electronic form, each of which shall be of the same legal effect,
validity or enforceability as a manually executed signature or the use of a paper-based recordkeeping system, as the case may be, to the extent and as
provided for in any applicable Law, including the Federal Electronic Signatures in Global and National Commerce Act, the New York State Electronic
Signatures and Records Act, or any other similar state laws based on the Uniform Electronic Transactions Act.

 
Section 10.07        Treatment of Certain Information; Confidentiality. Each of the Agents and the Lenders agrees to maintain the confidentiality of

the Information (as defined below), except that Information may be disclosed (a) to its Affiliates and to its and its Affiliates’ respective directors, officers,
employees, legal counsel, independent auditors, professionals and other experts and agents (collectively, “Representatives”) (it being understood that the
Persons to whom such disclosure is made will be informed of the confidential nature of such Information and instructed to keep such Information
confidential), (b) to the extent requested by any Governmental Authority or regulatory authority (including any self-regulatory authority, such as the
National Association of Insurance Commissioners) having jurisdiction over such Agent or Lender or upon the good faith determination by counsel that such
information should be disclosed in light of ongoing oversight or review by any Governmental Authority or regulatory authority (including any self-
regulatory authority) having jurisdiction over such Agent or Lender (in which case, such Agent or such Lender, as applicable, shall to the extent practicable
and permitted by law, rule or regulation, except with respect to any audit or examination conducted by accountants or any Governmental Authority or
regulatory authority exercising examination or regulatory authority, promptly notify the Borrower, in advance, to the extent lawfully permitted to do so), (c)
in any legal, judicial, administrative proceeding or other compulsory process or otherwise as required by applicable Law, rule or regulation (in which case,
such Agent or such Lender, as applicable, shall promptly notify the Borrower, in advance, to the extent practicable and permitted by Law, rule or regulation,
except in connection with any request as part of any regulatory audit or examination conducted by accountants or any Governmental Authority or regulatory
authority exercising examination or regulatory authority), (d) to any Lender, Participant or any other party hereto, (e) in connection with the exercise of any
remedies hereunder or under any other Loan Document or any action or proceeding relating to this Agreement or any other Loan Document or the
enforcement of rights hereunder or thereunder, or to establish a “due diligence” defense, (f) (i) to any rating agency, provided that the Persons to whom such
disclosure is made are informed of the confidential nature of the Information and instructed to keep such Information confidential, and (ii) subject to an
agreement containing provisions substantially the same as those of this Section 10.07, to (x) any assignee of or Participant in (or their Representatives, it
being understood that the Persons to whom such disclosure is made will be informed of the confidential nature of such Information and instructed to keep
such Information confidential), or any prospective assignee of or Participant in (or their Representatives, it being understood that the Persons to whom such
disclosure is made will be informed of the confidential nature of such Information and instructed to keep such Information confidential) any of its rights or
obligations under this Agreement or (y) any actual or prospective counterparty (or its Representatives, it being understood that the Persons to whom such
disclosure is made will be informed of the confidential nature of such Information and instructed to keep such Information confidential) to any swap,
derivative or securitization transaction relating to the Borrower and its obligations, (g) with the consent of the Borrower, (h) to the extent such Information (x)
becomes publicly available other than as a result of a breach of this Section or (y) becomes available to any Agent, any Lender or any of their respective
Affiliates on a nonconfidential basis from a source other than the Borrower and its Subsidiaries that is not to such Agent’s or Lender’s knowledge subject to
confidentiality obligations to the Borrower or any of its Subsidiaries, or (i) to the extent any such Information is independently developed by such Agent or
Lender or any of its respective Representatives. For purposes of this Section 10.07, “Information” means all non-public information received from or on
behalf of the Borrower or any of its Subsidiaries relating to the Borrower or any of its Subsidiaries or any of their respective businesses, other than any such
information that is available to the Administrative Agent or any Lender on a nonconfidential basis prior to disclosure by the Borrower or any of its
Subsidiaries. Any Person required to maintain the confidentiality of Information as provided in this Section shall be considered to have complied with its
obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such Information as such Person would accord to its
own confidential information.
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Section 10.08        Right of Setoff. If an Event of Default shall have occurred and be continuing, each Lender and each of each Lender’s Affiliates is
hereby authorized at any time and from time to time, to the fullest extent permitted by applicable Law, to set off and apply any and all deposits (general or
special, time or demand, provisional or final, in whatever currency) at any time held and other obligations (in whatever currency) at any time owing by such
Lender or any such Affiliate to or for the credit or the account of the Borrower or any other Loan Party against any and all of the then due and owing
obligations of the Borrower or such Loan Party, as applicable, now or hereafter existing under this Agreement or any other Loan Document to such Lender,
irrespective of whether or not such Lender shall have made any demand under this Agreement or any other Loan Document or are owed to a branch or office
of such Lender different from the branch or office holding such deposit or obligated on such indebtedness; provided that in the event that any Defaulting
Lender shall exercise any such right of setoff, (x) all amounts so set off shall be paid over immediately to the Administrative Agent for further application in
accordance with the provisions of Section 2.18 and, pending such payment, shall be segregated by such Defaulting Lender from its other funds and deemed
held in trust for the benefit of the Administrative Agent and the Lenders and (y) the Defaulting Lender shall provide promptly to the Administrative Agent a
statement describing in reasonable detail the Senior Credit Obligations owing to such Defaulting Lender as to which it exercised such right of setoff. The
rights of each Lender and its respective Affiliates under this Section are in addition to other rights and remedies (including other rights of setoff) that such
Lender or its respective Affiliates may have. Each Lender agrees to notify the Borrower and the Administrative Agent promptly after any such setoff and
application; provided that the failure to give such notice shall not affect the validity of such setoff and application.

 
Section 10.09        Interest Rate Limitation. Notwithstanding anything to the contrary contained in any Loan Document, the interest paid or agreed

to be paid under the Loan Documents shall not exceed the maximum rate of non-usurious interest permitted by applicable Law (the “Maximum Rate”). If the
Administrative Agent or any Lender shall receive interest in an amount that exceeds the Maximum Rate, the excess interest shall be applied to the principal
of the Loans or, if it exceeds such unpaid principal, refunded to the Borrower. In determining whether the interest contracted for, charged, or received by the
Administrative Agent or a Lender exceeds the Maximum Rate, such Person may, to the extent permitted by applicable Law, (i) characterize any payment that
is not principal as an expense, fee, or premium rather than interest, (ii) exclude voluntary prepayments and the effects thereof and (iii) amortize, prorate,
allocate, and spread in equal or unequal parts the total amount of interest throughout the contemplated term of the Senior Credit Obligations hereunder.

 
Section 10.10        Counterparts; Integration; Effectiveness. This Agreement may be executed in counterparts (and by different parties hereto in

different counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract. This Agreement and
the other Loan Documents, and any separate letter agreements with respect to fees payable to the Administrative Agent, constitute the entire contract among
the parties relating to the subject matter hereof and supersede any and all previous agreements and understandings, oral or written, relating to the subject
matter hereof; provided that, notwithstanding anything contained herein, the Commitment Letter and the Fee Letter shall survive the Closing Date pursuant
to the terms thereof to the extent expressly set forth therein. Except as provided in Section 4.01, this Agreement shall become effective when it shall have
been executed by the Borrower and the Administrative Agent and when the Administrative Agent shall have received counterparts hereof that, when taken
together, bear the signatures of each of the other parties hereto. Delivery of an executed counterpart of a signature page of this Agreement by telecopier or via
email as an attachment of a .pdf document shall be effective as delivery of a manually executed counterpart of this Agreement.
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Section 10.11         Survival of Agreement. All covenants, agreements, representations and warranties made by the Loan Parties in the Loan
Documents and in the certificates or other instruments delivered in connection with or pursuant to this Agreement or any other Loan Document shall be
considered to have been relied upon by the other parties hereto and shall survive the execution and delivery of the Loan Documents and the making of any
Loans, regardless of any investigation made by any such other party or on its behalf and notwithstanding that the Agents or any Lender may have had notice
or knowledge of any Default, Event of Default, or incorrect representation or warranty at the time of any Borrowing, and shall continue in full force and effect
until the Discharge of Senior Finance Obligations (other than contingent indemnification obligations). The provisions of Sections 2.14, 3.01, 3.04, 3.05,
10.04, and Sections 10.10 through 10.18 (other than 10.16) shall survive and remain in full force and effect regardless of the repayment of the Loans, the
expiration or termination of and the Commitments or the termination of this Agreement or any provision hereof.

 
Section 10.12        Severability. Any provision of this Agreement held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such

jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the
remaining provisions hereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other
jurisdiction. Without limiting the foregoing provisions of this Section 10.12, if and to the extent that the enforceability of any provisions in this Agreement
relating to Defaulting Lenders shall be limited by Bankruptcy Laws, as determined in good faith by the Administrative Agent then such provisions shall be
deemed to be in effect only to the extent not so limited.

 
Section 10.13        Replacement of Lenders. If (a) any Lender (including on behalf of a Participant) requests compensation under Section 3.04, (b)

the Borrower is required to pay any additional amount to any Lender (including on behalf of a Participant) or any Governmental Authority for the account of
any Lender (or Participant, as applicable) pursuant to Section 3.01, (c) the obligation of any Lender to make Eurodollar Loans has been suspended pursuant
to Section 3.02, (d) any Lender is a Defaulting Lender or (e) any Lender has failed to consent to a proposed amendment, waiver, consent, discharge or
termination which pursuant to the terms of Section 10.01 or any other provision of any Loan Document requires the consent of all of the Lenders of a Class or
Classes or the consent of all Lenders directly affected thereby and with respect to which the Required Lenders shall have granted their consent, the Borrower
shall have the right, at its sole expense and effort, upon notice to such Lender and the Administrative Agent, to replace such Lender by requiring such Lender
to assign and delegate, without recourse (other than as set forth herein, in accordance with and subject to the restrictions contained in, and consents required
by, Section 10.06), all of its interests, rights (other than its existing rights to payments pursuant to Section 3.01 or Section 3.04) and obligations under this
Agreement and the other Loan Documents to an Eligible Assignee that shall assume such obligations (which assignee may be another Lender, if a Lender
accepts such assignment); provided that:

 
(i)                 the Borrower shall have paid to the Administrative Agent the assignment fee specified in Section 10.06(b) (unless waived by the

Administrative Agent);
 

Confidential and Proprietary 
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.

OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

149 



 

(ii)               such Lender shall have received payment of an amount equal to the outstanding principal amount of its Loans, accrued interest
thereon, accrued fees and all other amounts payable to it hereunder and under the other Loan Documents (including any amounts under Section 3.05
and Section 2.09(g), if applicable) from the assignee (to the extent of such outstanding principal and accrued interest and fees) or the Borrower (in
the case of all other amounts);

 
(iii)             in the case of any such assignment resulting from a claim for compensation under Section 3.04 or payments required to be made

pursuant to Section 3.01, such assignment will result in a reduction in such compensation or payments thereafter;
 
(iv)              such assignment does not conflict with applicable Laws; and
 
(v)                in the case of any replacement of Lenders under the circumstances described in clause (e) above, the applicable amendment,

waiver, consent, discharge or termination that the Borrower has requested shall become effective upon giving effect to such replacement (and any
related Assignment and Assumptions required to be effected in connection therewith in accordance with this Section 10.13).

 
A Lender shall not be required to make any such assignment or delegation if, prior thereto, as a result of a waiver by such Lender or otherwise, the

circumstances entitling the Borrower to require such assignment and delegation cease to apply. If a replaced Lender does not execute an Assignment and
Assumption pursuant to Section 10.06 within five (5) Business Days after receipt by such replaced Lender of notice of replacement pursuant to this Section
10.13, the Administrative Agent shall be entitled (but not obligated) to execute such an Assignment and Assumption on behalf of such replaced Lender, and
any such Assignment and Assumption so executed by the Administrative Agent on behalf of such replaced Lender, the replacement Lender and the
Administrative Agent shall be effective for purposes of this Section 10.13 and Section 10.06.

 
Section 10.14        Governing Law; Jurisdiction; Consent to Service of Process.
 
(a)                Governing Law. This Agreement shall be construed in accordance with and governed by the law of the State of New York.
 
(b)                Submission to Jurisdiction. Each party hereby irrevocably and unconditionally submits, for itself and its property, to the exclusive

jurisdiction of the Supreme Court of the State of New York sitting in New York County, Borough of Manhattan, and of the United States District Court of the
Southern District of New York, and any appellate court from any thereof, in any action or proceeding arising out of or relating to any Loan Document, or for
recognition or enforcement of any judgment, and each of the parties hereto hereby irrevocably and unconditionally agrees that all claims in respect of any
such action or proceeding shall be heard and determined in such New York State court or, to the fullest extent permitted by applicable law, in such Federal
court. Each of the parties hereto agrees that a final non-appealable judgment in any such action or proceeding shall be conclusive and may be enforced in
other jurisdictions by suit on the judgment or in any other manner provided by law. Nothing in this Agreement or any other Loan Document, however, shall
affect any right that the Administrative Agent or any Lender may otherwise have to bring any action or proceeding relating to this Agreement or any other
Loan Document against any Loan Party or its properties in the courts of any jurisdiction.

 
(c)                Waiver of Venue . Each party hereby irrevocably and unconditionally waives, to the fullest extent permitted by applicable Laws, any

objection which it may now or hereafter have to the laying of venue of any suit, action or proceeding arising out of or relating to this Agreement or any other
Loan Document in any court referred to in Section 10.14(b). Each of the parties hereto hereby irrevocably waives, to the fullest extent permitted by
applicable Law, the defense of an inconvenient forum to the maintenance of such action or proceeding in any such court.

 
Confidential and Proprietary 

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

150 



 

(d)                Service of Process. Each party hereto irrevocably consents to service of process in any action or proceeding arising out of or relating to
any Loan Document, in the manner provided for notices (other than telecopier) in Section 10.02. Nothing in this Agreement or any other Loan Document will
affect the right of any party hereto to serve process in any other manner permitted by applicable Laws.

 
Section 10.15        Waiver of Jury Trial. Each party hereto hereby waives, to the fullest extent permitted by applicable Laws, any right it may have

to a trial by jury in any legal proceeding directly or indirectly arising out of or relating to this Agreement, any other Loan Document or the transactions
contemplated hereby (whether based on contract, tort or any other theory). Each party hereto (a) certifies that no representative, agent or attorney of any other
party has represented, expressly or otherwise, that such other party would not, in the event of litigation, seek to enforce the foregoing waiver and (b)
acknowledges that it and the other parties hereto have been induced to enter into this Agreement by, among other things, the mutual waivers and
certifications in this Section 10.15.

 
Section 10.16        PATRIOT Act Notice Lender’s Compliance Certification.
 
(a)                Each Lender that is subject to the Patriot Act and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the

Borrower that pursuant to the requirements of the PATRIOT Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001) (the “ Patriot Act”), it is
required to obtain, verify and record information that identifies the Borrower and each other Loan Party, which information includes the name, address and
tax identification number of each Loan Party and other information regarding the Borrower and each other Loan Party that will allow such Lender or the
Administrative Agent, as applicable, to identify each such Loan Party in accordance with the Patriot Act. This notice is given in accordance with the
requirements of the Patriot Act and is effective as to the Lenders and the Administrative Agent.

 
(b)                Lenders’ Certification. Each Lender or assignee or Participant of a Lender that is not incorporated under the Laws of the United States or

a State thereof (and is not excepted from the certification requirement contained in Section 313 of the Patriot Act and the applicable regulations because it is
both (i) an Affiliate of a depository institution or foreign bank that maintains a physical presence in the United States or foreign country and (ii) subject to
supervision by a banking regulatory authority regulating such affiliated depository institution or foreign bank) shall deliver to the Administrative Agent the
certification or, if applicable, recertification, certifying that such Lender is not a “shell” and certifying to other matters as required by Section 313 of the
Patriot Act and the applicable regulations thereunder: (i) within ten (10) days after the Closing Date or, if later, the date such Lender, assignee or Participant
of a Lender becomes a Lender, assignee or Participant of a Lender hereunder and (ii) at such other times as are required under the Patriot Act.

 
Section 10.17        No Advisory or Fiduciary Responsibility . In connection with all aspects of each transaction contemplated hereby, the Borrower

acknowledges and agrees, and acknowledges its Affiliates’ understanding, that: (i) the credit facilities provided for hereunder and any related arranging or
other services in connection therewith (including in connection with any amendment, waiver or other modification hereof or of any other Loan Document)
are an arm’s-length commercial transaction between the Borrower and its Affiliates, on the one hand, and the Agents, the Lead Arranger and the Lenders, on
the other hand, and the Borrower is capable of evaluating and understanding and understands and accepts the terms, risks and conditions of the transactions
contemplated hereby and by the other Loan Documents (including any amendment, waiver or other modification hereof or thereof); (ii) each Agent, the Lead
Arranger and each Lender is and has been acting solely as a principal and is not the financial advisor, agent or fiduciary, for the Borrower or any of its
Affiliates, stockholders, creditors or employees or any other Person; (iii) neither the Agents, the Lead Arranger nor the Lenders have assumed or will assume
an advisory, agency or fiduciary responsibility in favor of the Borrower or any of its Affiliates with respect to any of the transactions contemplated hereby or
the process leading thereto, including with respect to any amendment, waiver or other modification hereof or of any other Loan Document (irrespective of
whether the Administrative Agent, the Lead Arranger or any Lender has advised or is currently advising the Borrower or any of its Affiliates on other matters)
and neither the Agents, the Lead Arranger nor the Lenders have any obligation to the Borrower or any of its Affiliates with respect to the transactions
contemplated hereby except those obligations expressly set forth herein and in the other Loan Documents; (iv) the Agents and the Lead Arranger and their
respective Affiliates may be engaged in a broad range of transactions that involve interests that differ from those of the Borrower and its Affiliates, and neither
the Agents nor the Lead Arranger has any obligation to disclose any of such interests by virtue of any advisory, agency or fiduciary relationship; and (v) the
Administrative Agent and the Lead Arranger have not provided and will not provide any legal, accounting, regulatory or tax advice with respect to any of the
transactions contemplated hereby (including any amendment, waiver or other modification hereof or of any other Loan Document) and each of the Borrower
has consulted its own legal, accounting, regulatory and tax advisors to the extent it has deemed appropriate. The Borrower hereby waives and releases, to the
fullest extent permitted by law, any claims that it may have against the Agents and the Lead Arranger with respect to any breach or alleged breach of agency
or fiduciary duty.
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Section 10.18        Judgment Currency.
 
(a)                The obligations of the Loan Parties hereunder and under the other Loan Documents to make payments in a specified currency (the

“Obligation Currency”) shall not be discharged or satisfied by any tender or recovery pursuant to any judgment expressed in or converted into any currency
other than the Obligation Currency, except to the extent that such tender or recovery results in the effective receipt by a Finance Party of the full amount of
the Obligation Currency expressed to be payable to it under this Agreement or another Loan Document. If, for the purpose of obtaining or enforcing
judgment against any Loan Party in any court or in any jurisdiction, it becomes necessary to convert into or from any currency other than the Obligation
Currency (such other currency being hereinafter referred to as the “Judgment Currency”) an amount due in the Obligation Currency, the conversion shall be
made, at the rate of exchange (as quoted by the Administrative Agent or if the Administrative Agent does not quote a rate of exchange on such currency, by a
known dealer in such currency designated by the Administrative Agent) determined, in each case, as of the Business Day immediately preceding the date on
which the judgment is given (such Business Day being hereinafter referred to as the “Judgment Currency Conversion Date”).

 
(b)                If there is a change in the rate of exchange prevailing between the Judgment Currency Conversion Date and the date of actual payment

of the amount due, the Borrower covenants and agrees to pay, or cause to be paid, or remit, or cause to be remitted, such additional amounts, if any (but in any
event not a lesser amount), as may be necessary to ensure that the amount paid in the Judgment Currency, when converted at the rate of exchange prevailing
on the date of payment, will produce the amount of the Obligation Currency which could have been purchased with the amount of Judgment Currency
stipulated in the judgment or judicial award at the rate of exchange prevailing on the Judgment Currency Conversion Date.

 
(c)                For purposes of determining any rate of exchange or currency equivalent for this Section 10.18, such amounts shall include any premium

and costs payable in connection with the purchase of the Obligation Currency.
 

[Signature Pages Follow]
 
 
 
 

Confidential and Proprietary 
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.

OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

152 



 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and
year first above written.

 
 

 SUCAMPO PHARMACEUTICALS, INC., as the Borrower
   
 By: /s/ Andrew Smith
  Name: Andrew Smith
  Title: Chief Financial Officer
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 JEFFERIES FINANCE LLC, 
as Administrative Agent, Collateral Agent and a Lender,

   
 By: /s/ Brian Buoye
  Name: Brian Buoye
  Title: Managing Director
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Schedule 2.01

Lenders and Commitments
 

Lender Initial Term Commitments Applicable Percentage
Jefferies Finance LLC $250,000,000 100.0%
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Schedule 5.01

 
Existence, Qualification and Power

 
[…***…]

 
 
 
 
 
 
 
 
 
 
 
 

______________________
1 […***…]
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Schedule 5.06
Litigation

 
Dr. Reddy’s Matter
 
On October 3, 2014, the Borrower received a Paragraph IV certification notice letter regarding an Abbreviated New Drug Application (“ ANDA”) submitted to
the U.S. Food and Drug Administration (“FDA”) by Dr. Reddy’s Laboratories, Inc. (“Dr. Reddy’s”), requesting approval to market, sell, and use a generic
version of the 8 mcg and 24 mcg soft gelatin capsule products. In its notice letter, Dr. Reddy’s alleges that U.S. Patent Nos. 6,414,016; 6,583,174; 7,064,148;
7,417,067; 8,026,393; 8,071,613; 8,088,934; 8,097,649; 8,114,890; 8,338,639; 8,748,481; 8,779,187; 7,795,312; 8,097,653; and 8,389,542, which cover
compositions, formulations and methods of using AMITIZA, are invalid, unenforceable and/or will not be infringed by Dr. Reddy’s manufacture, use or sale
of the product described in its ANDA. The latest of such patents expires in 2027. On November 12, 2014, the Borrower, the Target, Takeda Pharmaceutical
Company Limited (“Takeda”), and certain affiliates of Takeda filed a patent infringement lawsuit in the U.S. District Court for the District of New Jersey
against Dr. Reddy’s related to the ANDA previously filed by Dr. Reddy’s and described above. The lawsuit claims infringement of 7 patents that are listed in
the FDA’s Orange Book, with the latest expiring in 2027. Under the Hatch-Waxman Act, as a result of the patent infringement lawsuit, final FDA approval of
Dr. Reddy’s ANDA will be stayed up to 30 months from the date of receipt of the notice letter. On January 26, 2015, Dr. Reddy’s filed an answer and
counterclaim to our complaint.
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Schedule
5.09

Insurance
 
 

 
Policy Holder

 
Line of Coverage

 
Policy Number

 
Policy Term

 
Carrier

Sucampo Pharmaceuticals, Inc. […***…] ##-###-##-###### […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ######### […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ####-#### […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ######### […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ##-###-##-## […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ######### […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ######### […***…] […***…]
 
 

 
 
 
 
 

_________________
 

Confidential and Proprietary
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.

OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

 



 
 
 
 
Policy Holder

 
Line of Coverage

 
Policy Number

 
Policy Term

 
Carrier

Sucampo Pharmaceuticals, Inc. […***…] ##-###-### […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ########## […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ####-##-## […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] (##) ####-##-## […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ######## […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ####-##-## […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ####-##-## […***…] […***…]
 

 
 
 
 
 
 

_________________
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Policy Holder

 
Line of Coverage

 
Policy Number

 
Policy Term

 
Carrier

Sucampo Pharmaceuticals, Inc. […***…] ######## […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ############### […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ############ […***…] […***…]
Sucampo Pharmaceuticals, Inc. […***…] ## ####### […***…] […***…]
Sucampo Pharmaceuticals, Inc.
and Sucampo Pharma Americas
LLC

[…***…] ## ######## […***…] […***…]

Sucampo Pharma Americas LLC […***…] ########## […***…] […***…]
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Schedule
5.12

Subsidiaries
 

Subsidiary Jurisdiction of
Formation

Subsidiary
Guarantor?

Number of Authorized
Shares of each Class of

Equity Interests

Number of
Outstanding Shares

of each Class of
Equity Interests

Owner of Equity
Interests (or

Equity
Equivalents)

Number/
Percentage of
Outstanding

Shares of each
Class of Equity
Interest Owned

Number and
Effect, if

Exercised, of all
Equity

Equivalents with
Respect to Equity

Interests
Sucampo Pharma
Europe Ltd.

United Kingdom No 10,000 ordinary shares 10,000 ordinary
shares

[…***…] 10,000 shares;
100%

N/A

Sucampo Pharma
Americas LLC

Delaware Yes N/A N/A […***…] N/A; 100% N/A

Sucampo LLC Delaware No N/A N/A […***…] N/A; 100% N/A
Sucampo AG Switzerland No 6,000 share at CHF

10.00 each (voting)
 

3,000 shares at CHF
100.00 each

6,000 share at CHF
10.00 each (voting)

 
3,000 shares at CHF

100.00 each

[…***…] 6,000 share at
CHF 10.00 each

(voting)
 

3,000 shares at
CHF 100.00 each;

 
100%

N/A

Sucampo
Acquisition
GmbH4

Switzerland No 200 share at CHF
100.00 each

200 share at CHF
100.00 each

[…***…] 200 share at CHF
100.00 each; 100%

N/A

Sucampo Pharma
LLC

Japan No N/A N/A […***…] N/A; 100% N/A/

 
 
 
 
 
_________________
4 Sucampo LLC has taken steps to cause the formation of Sucampo Acquisition GmbH, however, it is possible that this entity will not be formed prior to the consummation of the
Transactions.
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Subsidiary Jurisdiction of

Formation
Subsidiary

Guarantor?
Number of Authorized
Shares of each Class of

Equity Interests

Number of
Outstanding Shares

of each Class of
Equity Interests

Owner of Equity
Interests (or

Equity
Equivalents)

Number/
Percentage of
Outstanding

Shares of each
Class of Equity
Interest Owned

Number and
Effect, if

Exercised, of all
Equity

Equivalents with
Respect to Equity

Interests
R-Tech Ueno,

Ltd.
Japan No 19,640,900 shares of

common stock
19,312,248 shares of

common stock
Sucampo
Pharmaceuticals,
Inc.

8,571,900;
44.39%

N/A

 Sucampo Pharma 10,262,903; 11, 326 Equity
LLC 53.14% Equivalents

exercisable for
318,400 shares

Non-Tendering R-
Tech Ueno,

Ltd. Stockholders

477,445; 2.47% N/A

Employees of R- N/A 30 Equity
Tech Ueno, Ltd. Equivalents
holding Equity exercisable for

Equivalents 10,200 shares
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Schedule 5.16
Intellectual Property

 
 
The item disclosed on Schedule 5.06.
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Schedule 6.16
Post-Closing Matters

 
1. The Borrower shall deliver to the Collateral Agent, not later than 30 days after the Closing Date, certificates, accompanied by duly executed

instruments of assignment in blank, evidencing the shares of Equity Interests of the Target acquired by the Borrower pursuant to the Stock Purchase to
the extent not otherwise transferred to a Subsidiary thereof which is not a Loan Party.

 
2. The Borrower shall deliver to the Collateral Agent, not later than 30 days after the Closing date, evidence that the filings described in Schedule 5.01

to the Credit Agreement have been completed.
 

3. The Borrower shall deliver to the Collateral Agent, not later than 20 days after the Closing Date, certificates evidencing, and endorsements to, the
insurance policies (including, without limitation, property and commercial general liability policies) of the Borrower and its Subsidiaries in favor of
the Collateral Agent, in form and substance reasonably satisfactory to the Collateral Agent.

 
4. The Borrower shall deliver to the Collateral Agent, not later than 20 days after the Closing Date, the register of members and share ledger evidencing

the certificated shares of […***…] owned by the Borrower
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Schedule 7.01
Indebtedness

 
 
Sucampo Pharmaceuticals, Inc.
 
Amounts financed to Sucampo Pharmaceuticals, Inc. by Dell Financial Services L.P. pursuant to that certain revolving credit account ##########, dated
May 2, 2007.
 
Loan Guarantee and Development Agreemen by and between Numab AG and Sucampo Pharmaceuticals, Inc. (in the event that Numab defaults under its loan
with Zurcher Kantonalbank, the Sucampo Pharmaceutical, Inc.’s maximum contingent liability under the Numab Agreement is $2.4 million. As of June 30,
2015, the potential amount of payments in the event of Numab’s default was $2.1 million. At June 30, 2015 Sucampo Pharmaceuticals, Inc. had a recorded
liability of $1.0 million in collateral callable to meet a potential loan default by Numab).
 
Conditional Loan in the amount of $450,000 from the State of Maryland under the Maryland Economic Development Assistance Fund (in connection with
the relocation and expansion of the company’s headquarters).
 
Conditional Grant (convertible into a loan) in the amount of $300,000 from Montgomery County (Maryland) under the Montgomery County Economic
Development Fund (in connection with the relocation and expansion of the company’s headquarters).
 
R-Tech Ueno, Ltd.
 
Loan, in the amount of JPY 1,049,000,000, from the Japan Agency for Medical research and Development (“AMED”) in connection with the consignment to
the R-Tech Ueno, Ltd. of the development of new technology with respect to therapeutic drugs using unoprostone for retinitis pigmentosa.
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Schedule 7.02
Existing Liens

 
 
Debtor Creditor Original File Number State Collateral
Sucampo Pharmaceuticals,
Inc.

Dell Financial Services L.P. ######### DE All computer equipment and peripherals (collectively
“Equipment”), wherever located, heretofore or hereafter
financed to the Debtor by the Creditor pursuant to that
certain revolving credit account ##########, dated
May 2, 2007 (the “Account”), and all of the Debtor’s
rights, title and interest in and to use any software and
services (collectively “Software”) financed under and
described in the Account, along with any additions,
financed amounts, modifications or supplements to the
Account, and all substitutions, additions, accessions
and replacements to the Equipment and Software, now
or hereafter installed in, affixed to, or used in
conjunction with the Equipment and the Software and
the proceeds thereof, together with all payments,
insurance proceeds, any refunds or credits obtained by
the Debtor from a manufacturer, licensor or service
provider, or other proceeds and payments due and to
become due and arising from or relating to said
Equipment, Software or the Account.
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Debtor Creditor Original File

Number
State Collateral

Sucampo Pharmaceuticals,
Inc.

Numab AG -- -- Loan Guarantee and Development Agreement by and
between Numab AG and Sucampo Pharmaceuticals, Inc.

Sucampo Pharma Americas
LLC

Landlord (for 4520 East-
West Highway, 3rd Floor,
Bethesda, MD 20814)

-- MD Sucampo Pharma Americas LLC has a restricted cash
certificate of deposit account with Bank of America
(balance of $212,636 as of October 1, 2015), which is
required in connection with the security deposit for the
office lease held by Sucampo Pharmaceuticals, Inc.
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Schedule 7.06
Investments

 
Sucampo Pharmaceuticals, Inc.
 
Loan Guarantee and Development Agreement by and between Numab AG and Sucampo Pharmaceuticals, Inc.
 
Sucampo Pharma Americas LLC
 
See attachment.
 
R-Tech Ueno, Ltd.
 
R-Tech Ueno, Ltd. owns 2,485,150 shares of the Class A common stock of Sucampo Pharmaceuticals, Inc.
 
 
 

[…***…]
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Schedule 7.09
Transactions with Affiliates

 
None.
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Schedule 10.02
 

Administrative Agent’s Office, Certain Addresses for Notice
 
If to the Administrative Agent: Jefferies Finance LLC
520 Madison Avenue
New York, New York 10022
Attention: Account Officer – Sucampo Pharmaceuticals, Inc.
Facsimile: (###) ###-####
 
 
Sucampo Pharmaceuticals, Inc. website – www.sucampo.com
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EXHIBIT A-1

 
Form of Notice of Borrowing

 
[Date]

 
Jefferies Finance LLC, as Administrative Agent
520 Madison Avenue
New York, New York 10022
Attention: Account Officer – Sucampo Pharmaceuticals, Inc.
Telecopier: (212) 284-3444
 
 
Ladies and Gentlemen:
 

Reference is made to the Credit Agreement, dated as of October 16, 2015 (as amended, restated, supplemented, or otherwise modified from time to
time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., as the Borrower, the Lenders from time to time party thereto, and Jefferies Finance
LLC, as Administrative Agent and Collateral Agent. Capitalized terms defined in the Credit Agreement and not otherwise defined herein have, as used herein,
the respective meanings provided for therein. This notice constitutes a Notice of Borrowing pursuant to Section 2.02 of the Credit Agreement.
 

1. The date of the Borrowing will be [●].1
 

2. The aggregate amount of the Borrowing will be $[●].
 

3. The Borrowing will consist of [Eurodollar][Base Rate] Loans.
 

4. The Borrowing will consist of [Revolving][Term] Loans.
 

5. If a Eurodollar Borrowing, the duration of the initial Interest Period for the Loans comprising such Eurodollar Borrowing shall
be [one month][two months][three months][six months][twelve months]2.3

6. The location4 and number of the Borrower’s account to which funds are to be disbursed are [●].
 
 
 
 
 
 
 
 
 
_________________
1 Must be a Business Day and comply with notice requirements in Section 2.02.
2 To the extent agreed to by all applicable Lenders. May also be for periods shorter than one month to the extent agreed to by all applicable Lenders.
3 If the duration of the Interest Period is not specified with respect to any requested Eurodollar Rate Borrowing, then the Borrower shall be deemed to have

selected an initial Interest Period of one month, subject to the provisions of the definition of “Interest Period” and to Section 2.06(a) of the Credit
Agreement.

4 Must be in the United States.
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The Borrowing requested herein complies with [Section 4.01]5 [Section 4.02]6 of the Credit Agreement.
 
  SUCAMPO PHARMACEUTICALS, INC., as the Borrower
   
   
  By:  
  Name:  
  Title:  
 
 
 
 
 
 
 
 
 
_________________
5 For Borrowings on the Closing Date.

6 For Borrowings after the Closing Date.
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EXHIBIT A-2

 
Form of Notice of Extension/Conversion

 
[Date]

 
Jefferies Finance LLC, as Administrative Agent 520 Madison Avenue
New York, New York 10022
Attention: Account Officer – Sucampo Pharmaceuticals, Inc. Telecopier: (212) 284-3444
 
Ladies and Gentlemen:
 

This notice shall constitute a “Notice of Extension/Conversion” pursuant to Section 2.07(a) of the Credit Agreement, dated as of October 16, 2015
(as amended, restated, supplemented, or otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., as the
Borrower, the Lenders from time to time party thereto, and Jefferies Finance LLC, as Administrative Agent and Collateral Agent. Capitalized terms defined in
the Credit Agreement and not otherwise defined herein have, as used herein, the respective meanings provided for therein.
 

1.                    The Group of Loans (or portion thereof) to which this notice applies is [all or a portion of all Base Rate Loans currently
outstanding] [all or a portion of all Eurodollar Loans currently outstanding having an Interest Period of [●] month[s] and ending on the Election Date
specified below].

 
2.                    The date on which the [conversion][continuation] is to be effective is [●], 20[●], (the “Election Date”).1

 
3.                    The principal amount of the Group of Loans (or portion thereof) to which this notice applies is $[●].2

 
4.                    The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Adjusted Base Rate]

[Adjusted Eurodollar Rate].
 

5.                    If a conversion to, or a continuation of Eurodollar Loans, the Interest Period for such Loans will be [one month] [two
months] [three months] [six months] [twelve months]3.

 
 
 
 
 
 
 
 
 
_________________

 
1 Must be a Business Day determined in accordance with the Credit Agreement.
2 May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i) such portion is allocated ratably among the

Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply, are each […
***…]or any larger multiple of […***…].

3 To the extent agreed to by all applicable Lenders. May also be for periods shorter than one month to the extent agreed to by all applicable Lenders.
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  SUCAMPO PHARMACEUTICALS, INC., as the Borrower
   
   
  By:  
  Name:
  Title:
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EXHIBIT B

 
THIS NOTE WAS ISSUED WITH ORIGINAL ISSUE DISCOUNT (“OID”) FOR U.S. FEDERAL INCOME TAX PURPOSES. THE ISSUE PRICE,
AMOUNT OF OID, ISSUE DATE AND YIELD TO MATURITY WITH RESPECT TO THIS NOTE MAY BE OBTAINED BY WRITING TO THE
BORROWER AT THE FOLLOWING ADDRESS: 4520 EAST-WEST HIGHWAY, 3RD FLOOR, BETHESDA, MD 20814,1 ATTENTION: ANDREW
SMITH, CHIEF FINANCIAL OFFICER, FAX NUMBER: (301) 961-3440
 

Form of Term Note
 
Lender: [●]   
Principal Sum: $[●]  [Date]
 

For value received, Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), hereby promises to pay to the Lender set forth above
(the “Lender”) (or its registered assigns) for the account of its Lending Office, at the office of Jefferies Finance LLC (the “Administrative Agent”) as set forth
in the Credit Agreement, dated as of October 16, 2015 (as amended, restated, supplemented, or otherwise modified from time to time, the “Credit
Agreement”), among the Borrower, the lenders from time to time party thereto (including the Lenders), and Jefferies Finance LLC, as Administrative Agent
and Collateral Agent, the Principal Sum set forth above (or such lesser amount as shall equal the aggregate unpaid principal amount of the Term Loan made
by the Lender to the Borrower under the Credit Agreement), in lawful money of the United States of America and in immediately available funds, on the dates
and in the principal amounts provided in the Credit Agreement, and to pay interest on the unpaid principal amount of such Term Loan, at such office, in like
money and funds, for the period commencing on the date of such Term Loan until such Term Loan shall be paid in full, at the rates per annum and on the
dates provided in the Credit Agreement. If any amount is not paid in full when due hereunder, such unpaid amount shall bear interest from the due date
thereof until the date of actual payment (and before as well as after judgment) computed at the rates per annum and payable as set forth in the Credit
Agreement.
 

This note is one of the Term Notes referred to in the Credit Agreement and evidences the Term Loan made by the Lender thereunder. Capitalized
terms used in this Term Note and not otherwise defined shall have the respective meanings assigned to them in the Credit Agreement and the terms and
conditions of the Credit Agreement are expressly incorporated herein and made a part hereof.
 

The date, amount, Type and duration of Interest Period (if applicable) of the Term Loan made by the Lender to the Borrower, and each payment
made on account of the principal thereof, shall be recorded by the Lender on its books; provided that the failure of the Lender to make any such recordation
or endorsement or any error therein shall not affect the obligations of the Borrower to make a payment when due of any amount owing under the Credit
Agreement or under this Term Note in respect of the Term Loan evidenced by this Term Note.
 

This Term Note is secured and guaranteed as provided in the Credit Agreement and the Collateral Documents. Reference is hereby made to the
Credit Agreement and the Collateral Documents for a description of the properties and assets in which a security interest has been granted, the nature and
extent of the security and guarantees, the terms and conditions upon which the security interest and each guarantee was granted and the rights of the holder of
this Term Note in respect thereof.
 
 
 
 
_________________
1 As of October 18, 2015, the mailing address for the Borrower will be 805 King Farm Boulevard, Suite 550, Rockville, MD 20850)
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The Term Loan evidenced by this Term Note shall be due and payable (together with accrued interest thereon) from time to time in accordance with

the terms provided in the Credit Agreement.
 

The Credit Agreement provides for the acceleration of the maturity of the Term Loan evidenced by this Term Note upon the occurrence of certain
events (and for payment of collection costs in connection therewith as provided in the Credit Agreement) and for prepayments of such Term Loan upon the
terms and conditions specified therein. In the event this Term Note is not paid when due at any stated or accelerated maturity, the Borrower agrees to pay, in
addition to the principal and interest, such reasonable and documented out-of-pocket costs of collection, including reasonable and documented attorney fees
as provided for and in accordance with the terms of the Credit Agreement.
 

The Borrower, for itself, its successors and assigns, hereby waives diligence, presentment, protest and demand and notice of protest, demand,
dishonor and non-payment of this Term Note.
 

This Term Note and the Term Loan evidenced hereby may be transferred in whole or in part in accordance with the provision of Section 10.06 of
the Credit Agreement (and any other attempted assignment or transfer by the Lender shall be null and void) and only by registration of such transfer on the
Register maintained for such purpose by or on behalf of the Borrower as provided in Section 10.06(c) of the Credit Agreement.

 
In the event of conflict between the provisions of the Credit Agreement and this Term Note, the Credit Agreement shall take precedence.

 
THIS TERM NOTE SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAW OF THE STATE OF NEW

YORK.
 

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the Borrower has caused this Term Note to be executed as of the date first above written.
 
  SUCAMPO PHARMACEUTICALS, INC., as the Borrower
   
   
  By:  
  Name:
  Title:
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EXHIBIT C
 

Form of Assignment and Assumption
 

This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the Effective Date set forth below and is entered into by and
between [ASSIGNOR NAME] (the “Assignor”) and [ASSIGNEE NAME] (the “Assignee”). Capitalized terms used but not defined herein shall have the
meanings given to them in the Credit Agreement identified below, receipt of a copy of which is hereby acknowledged by the Assignee. The Standard Terms
and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of this Assignment and
Assumption as if set forth herein in full.
 

For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the Assignee, and the Assignee hereby irrevocably purchases and
assumes from the Assignor, subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted
by the Administrative Agent as contemplated below, (i) all of the Assignor’s rights and obligations in its capacity as a Lender under the Credit Agreement
and any other documents or instruments delivered pursuant thereto to the extent related to the amount and percentage interest identified below of all of such
outstanding rights and obligations of the Assignor under the respective facilities (Classes of Term Loans) identified below (including, without limitation, any
letters of credit and swingline loans included in such facilities), and (ii) to the extent permitted to be assigned under applicable law, all claims, suits, causes of
action and any other right of the Assignor (in its capacity as a Lender) against any Person, whether known or unknown, arising under or in connection with
the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactions governed thereby or in any way based on or
related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice claims, statutory claims and all other claims at law or in
equity related to the rights and obligations sold and assigned pursuant to clause (i) above (the rights and obligations sold and assigned by the Assignor to the
Assignee pursuant to clauses (i) and (ii) above being referred to herein collectively as, the “Assigned Interest”). Such sale and assignment is without recourse
to the Assignor and, except as expressly provided in this Assignment and Assumption, without representation or warranty by the Assignor.
 
1. Assignor:   
    
    
2. Assignee:   
    

 
Assignee is an [[Affiliate][Approved Fund] of [identify Lender]][Approved Lender]

 
3. Borrower: Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”)
    
4. Administrative Agent: Jefferies Finance LLC, as the administrative agent under the Credit Agreement
   
5. Credit Agreement: The Credit Agreement, dated as of October 16, 2015 (as amended, restated, supplemented or otherwise modified from

time to time, the “Credit Agreement”), among the Borrower, the Lenders from time to time party thereto, and Jefferies
Finance LLC, as Administrative Agent and Collateral Agent
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6. Assigned Interest:   
 
 
 
 

Assignor

 
 
 

Assignee

 
 

Facility
Assigned1

 
Aggregate Amount of
Commitment/Loans 

for all Lenders

 
Amount of

Commitment/Loans
Assigned2

Percentage 
Assigned of 

Commitment/ 
Loans3

 
 

CUSIP
Number

   $ $ %  
   $ $ %  
   $ $ %  
 
 
[7. Trade Date:                                            , 20 ]4

 
8. Effective Date:                                   , 20 [TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF

RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.]

 
 
 
 
 
 
 
 
_________________
 
1 Fill in the appropriate terminology for the types of facilities under the Credit Agreement that are being assigned under this Assignment (e.g., “Initial

Term Commitment,” etc.)
2 To be not less than […***…] unless each of the Administrative Agent and, so long as no Event of Default under the Credit Agreement shall have

occurred and be continuing, the Borrower otherwise consents.
3 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder.
4 To be completed if the Assignor and the Assignee intend that the minimum assignment amount is to be determined as of the Trade Date.
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The terms set forth in this Assignment and Assumption are hereby agreed to:
 

  ASSIGNOR
   
  [NAME OF ASSIGNOR]
   
  By:  
  Name:
  Title:
    
    
  ASSIGNEE
   
  [NAME OF ASSIGNEE]
   
  By:  
   Name:
   Title:
    
    
    
Consented to and Accepted: Jefferies Finance LLC,    

as Administrative Agent    
    
By:     
 Name:    
 Title:    
     
     
[Consented to:    
Sucampo Pharmaceuticals, Inc., as the Borrower    
    
By:     
 Name:    
 Title:]5    

By:
 
 
 
 
 
 
_________________
5 To be completed to the extent required under Section 10.06(b).
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Annex 1 to Assignment and Assumption
 

STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION
 

1.                  Representations and Warranties.
 

1 .1              Assignor. The Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of the Assigned Interest, (ii) the
Assigned Interest is free and clear of any lien, encumbrance or other adverse claim, (iii) it has full power and authority, and has taken all action necessary,
to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and (iv) it is not a Defaulting Lender;
and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in connection with the Credit Agreement or
any other Loan Document (other than this Assignment and Assumption), (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or
value of the Loan Documents (other than this Assignment and Assumption) or any collateral thereunder, (iii) the financial condition of the Borrower or any
of its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower or
any of its Subsidiaries or Affiliates or any other Person of any of their respective obligations under any Loan Document.

 
1.2    Assignee. The Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all action necessary, to execute and deliver

this Assignment and Assumption and to consummate the transactions contemplated hereby and to become a Lender under the Credit Agreement, (ii)
from and after the Effective Date, it shall be bound by the provisions of the Credit Agreement and the other Loan Documents as a Lender thereunder
and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iii) it is sophisticated with respect to decisions to acquire
assets of the type represented by the Assigned Interest and either it, or the Person exercising discretion in making its decision to acquire the Assigned
Interest, is experienced in acquiring assets of such type, (iv) it has received a copy of the Credit Agreement and has received or has been afforded the
opportunity to receive copies of the most recent financial statements delivered pursuant to Sections 4.01 or 6 .01 of the Credit Agreement, as
applicable, and such other documents and information as it deems appropriate to make its own credit analysis and decision to enter into this
Assignment and Assumption and to purchase the Assigned Interest, (v) it has, independently and without reliance upon the Administrative Agent or
any other Lender and based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to enter into
this Assignment and Assumption and to purchase the Assigned Interest, (vi) it is not a Defaulting Lender, (vii) if it is not already a Lender under the
Credit Agreement, attached to the Assignment and Assumption is an Administrative Questionnaire in the form provided by the Administrative Agent,
(viii) the Administrative Agent has received a processing and recordation fee of […***…] as of the Effective Date (provided, however, that the
Administrative Agent may, in its sole discretion, elect to waive such processing and recordation fee in the case of any assignment), and (ix) attached to
the Assignment and Assumption is any documentation required to be delivered by it pursuant to Section 3.01 of the Credit Agreement, duly completed
and executed by the Assignee; and (b) agrees that (i) it will, independently and without reliance on the Administrative Agent, the Assignor or any
other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in
taking or not taking action under the Loan Documents, and (ii) it will perform in accordance with their terms all of the obligations which by the terms
of the Loan Documents are required to be performed by it as a Lender.
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2.                  Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned Interest

(including payments of principal, interest, fees and other
amounts) to the Assignor for amounts that have accrued to but excluding the Effective Date and to the Assignee for amounts that have accrued from and
after the Effective Date.

 
3 .                  General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and their

respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall constitute one
instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be effective as delivery of a
manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed by, and construed in accordance
with, the law of the State of New York.
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EXHIBIT D

 
Form of Compliance Certificate

 
Financial Statement Date: [●], 20[●]

 
Jefferies Finance LLC, as Administrative Agent 
520 Madison Avenue
New York, New York 10022
Attention: Account Officer – Sucampo Pharmaceuticals, Inc. 
Telecopier: (212) 284-3444
 
 
Ladies and Gentlemen:
 

Reference is made to that certain Credit Agreement, dated as of October 16, 2015 (as amended, restated, supplemented or otherwise modified in
writing from time to time, the “Credit Agreement”, the terms defined therein being used herein as therein defined), among Sucampo Pharmaceuticals, Inc., a
Delaware corporation (the “Borrower”), the Lenders from time to time party thereto, and Jefferies Finance LLC, as Administrative Agent and Collateral Agent.
 

The undersigned Responsible Officer of the Borrower hereby certifies, on behalf of the Borrower and not in such Responsible Officer’s individual
capacity, as of the date hereof that he/she is the [●] of the Borrower, and that, as such, he/she is authorized to execute and deliver this Certificate to the
Administrative Agent on the behalf of the Borrower, and that:
 

[Use following paragraph 1 for fiscal year-end financial statements]
 

1.      Attached hereto as Schedule 1 are the year-end audited financial statements required by Section 6.01(a) of the Credit Agreement for
the fiscal year of the Borrower and its Consolidated Subsidiaries ended as of the above date, together with the report and opinion of a Registered Public
Accounting Firm required by Section 6.01(a) of the Credit Agreement.

 
[Use following paragraph I for interim financial statements]

 
1.      Attached hereto as Schedule 1 are the unaudited financial statements required by Section 6.01(b) of the Credit Agreement for the

fiscal quarter of the Borrower and its Consolidated Subsidiaries ended as of the above date. Such financial statements fairly present in all material respects
the financial condition, results of operations and cash flows of the Borrower and its Consolidated Subsidiaries in accordance with GAAP as at such date
and for such period, subject only to normal year- end audit adjustments and the absence of footnotes.

 
2.       Since the date of the most recent financial statements delivered pursuant to the Credit Agreement,

 
[select one.]

 
[there has not been any material change in GAAP applied in the preparation of the financial statements of the Borrower and its Consolidated

Subsidiaries.]
 

—or—
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[the following material changes in GAAP have been applied in the preparation of the financial statements of the Borrower and its Consolidated

Subsidiaries: _]
 

3.         A review of the activities of the Borrower and its Consolidated Subsidiaries during such fiscal period has been made under the
supervision of the undersigned with a view to determining whether during such fiscal period the Borrower performed and observed all their respective
obligations under the Loan Documents, and

 
[select one.]

 
[to the best knowledge of the undersigned, no Default or Event of Default has occurred and is continuing.]

 
—or—

 
[the following is a list of each Default or Event of Default which has occurred and is continuing and its nature and actions proposed with respect

thereto.]
 

4.        [Attached hereto is a supplement to the Perfection Certificate containing information regarding collateral required by Section
6.02(e) of the Credit Agreement.]1

 
5.         Attached hereto as Schedule 2 are detailed calculations demonstrating compliance by the Borrower with Section 7.15 of the

Credit Agreement as of the date hereof. The financial covenant analyses and information set forth on Schedule 2 as of, and for, the Subject Period referred
to therein attached hereto are true and accurate on and as of the date of this Certificate.

 
6.          [Attached hereto as Schedule 3 are detailed calculations of the Excess Cash Flow for the Subject Period referred to therein. The

analysis and information set forth in Schedule 3 as of, and for, the Subject Period referred to therein attached hereto are true and accurate on and as of the
date of this Certificate.]

 
 
 
 
 
 
 
 
 
 
_________________
1 To be included in connection with delivery of fiscal year-end financial statements pursuant to Section 6.01(a) of Credit Agreement.
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IN WITNESS WHEREOF, the undersigned, on behalf of the Borrower, has executed this Certificate as of [●], 20[●].

 
  SUCAMPO PHARMACEUTICALS, INC., as the Borrower
   
   
  By:  
  Name:
  Title:
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Schedule 1 to Compliance
Certificate

 
[Audited] [Unaudited] Financial Statements
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Schedule 2 to Compliance
Certificate

 
For the Quarter/Year ended [●], 20[●] (“Statement Date”) Section 7.15 - Total Leverage Ratio:

 
I. Consolidated Funded Indebtedness

 
A.                  The aggregate outstanding principal amount determined on a consolidated basis, without duplication, and,
in each case, excluding, for the avoidance of doubt, any obligations in respect of Cash Management Services (other
than any overdrafts incurred in respect of the foregoing) and Swap Obligations, in accordance with GAAP of

 
 (a) All obligations of the Borrower and its Consolidated Subsidiaries for

borrowed money (but only in respect of the principal amount thereof);
plus

$ __________ 

     
 (b) All obligations of the Borrower and it Consolidated Subsidiaries

evidenced by bonds, debentures, notes or other similar instruments (but
only in respect of the principal amount thereof); plus

$ __________ 

     
 (c) (x) the Attributable Indebtedness of the Borrower and its Consolidated

Subsidiaries in respect of Capital Lease Obligations, Sale/Leaseback
Transactions and Synthetic Lease Obligations and (y) Purchase Money
Indebtedness (in each case, regardless of whether accounted for as
indebtedness under GAAP); plus

$ __________ 

     
 (d) All obligations, contingent or otherwise, of the Borrower and its

Consolidated Subsidiaries to reimburse any bank or other Person in
respect of amounts paid under a letter of credit, letter of guaranty,
bankers’ acceptance, surety bond, performance bond or similar
instrument (but only in respect of the principal amount thereof); plus

$ __________ 

     
 (e) All Guaranty Obligations of the Borrower and its Consolidated

Subsidiaries to the extent such Guaranty Obligations relate to liabilities
under clauses (a) through (d) above

$ __________ 

     
 (f) The sum of clauses (a) through (e) $ __________ 
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II. Consolidated EBITDA

 
A. Consolidated Net Income (or loss) for such period; plus $ __________ 

     
B. The sum of the following, without duplication: $ __________ 

     
     
 (a) Consolidated Tax Expense to the extent deducted in the determination

of Consolidated Net Income for such period; plus
$ __________ 

     
 (b) Consolidated Interest Expense to the extent deducted in the

determination of Consolidated Net Income for such period; plus
$ __________ 

     
 (c) amortization and depreciation deducted in the determination of

Consolidated Net Income for such period; plus
$ __________ 

     
 (d) losses (less, even if it results in a negative number, gains) from Asset

Dispositions outside of the Ordinary Course of Business included in the
determination of Consolidated Net Income for such period; plus

$ __________ 

     
 (e) non-cash charges, losses or expenses including writeoffs and

writedowns and stock compensation expenses and non-cash losses
relating to the cancellation of Indebtedness, in each case, deducted in
the determination of Consolidated Net Income for such period; plus

$ __________ 

     
 (f) expenses and fees (including expenses and fees paid to the

Administrative Agent, Lenders and Swap Creditors) deducted in the
determination of Consolidated Net Income and incurred during such
period in connection with the Transactions and in connection with the
consummation or administration of, or any amendment, amendment
and restatement or waiver of, or other modification to, the Loan
Documents after the Closing Date; plus

$ __________ 

     
 (g) extraordinary losses (less, even if it results in a negative number,

extraordinary gains) deducted (or included) in the determination of
Consolidated Net Income during such period, net of related Tax effects;
plus

$ __________ 

     
 (h) expenses deducted in the determination of Consolidated Net Income

during such period and covered by indemnification or purchase price
adjustments in connection with any Permitted Acquisition or Permitted
Joint Venture, in each case to the extent actually received in cash
during such period or which Borrower, in good faith, reasonably
believes will be received in cash within 365 days after the end of such
period (it being understood that to the extent not actually received in
cash within such 365 day period, such amount shall be deducted in
calculating Consolidated Net Income in such period); plus

$ __________ 
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 (i) expenses and fees deducted in the determination of Consolidated Net

Income during such period and paid to non-Affiliates and which are
incurred in connection with the consummation (or attempted
consummation) of any Specified Transaction; plus

$ __________ 

     
 (j) losses deducted in the determination of Consolidated Net Income

during such period, but for which insurance or indemnity recovery is
actually received in cash during such period or which the Borrower, in
good faith, reasonably believes will be received in cash within 365
days after the end of such period (it being understood that to the extent
not actually received in cash within such 365 day period, such amount
shall be deducted in calculating Consolidated Net Income in such
period); plus

$ __________ 

     
 (k) expenses deducted in the determination of Consolidated Net Income

during such period and reimbursed by third parties to the extent such
reimbursements are actually received in cash during such period or
which Borrower, in good faith, reasonably believes will be received in
cash within 365 days after the end of such period (it being understood
that to the extent not actually received in cash within such 365 day
period, such amount shall be deducted in calculating Consolidated Net
Income in such period); plus

$ __________ 

     
 (l) non-cash exchange or translation losses (less, even if it results in a

negative number, non-cash exchange or translation gains) deducted (or
included) in the determination of Consolidated Net Income during such
period and arising from foreign currency hedging transactions or
currency fluctuations; plus

$ __________ 
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 (m) non-cash deductions or charges (less, even if it results in a negative

number, non-cash gains or positive adjustments) to Consolidated Net
Income attributable to purchase accounting adjustments made in
accordance with GAAP; plus

$ __________ 

     
 (n) to the extent deducted in the determination of Consolidated Net

Income during such period, any non-recurring or unusual charges, costs
or expenses, in each case, which are reasonably identifiable and
factually supported (and certified by the Chief Financial Officer of
Borrower), including, without limitation, incurred in connection with
integrating the business of the Borrower and the Target or any business
acquired in any Business Acquisition permitted hereunder, facility
closures, headcount reductions, severance costs, relocation costs,
consummated mergers, acquisitions or investments or any disposition
not in the Ordinary Course of Business permitted under the Loan
Documents, restructuring and similar charges and new product
development costs; provided that the aggregate amount that may be
added pursuant to this clause (n) in any Test Period, when aggregated
with the amounts added pursuant to clause (p) below in such Test
Period, shall not exceed […***…] of Consolidated EBITDA for such
Test Period (calculated prior to giving effect to this clause (n) or clause
(p) below); plus

$ __________ 

     
 (o) to the extent deducted in the determination of Consolidated Net

Income during such period, board fees paid to members of the Loan
Parties’ Boards of Directors that are independent (within the meaning of
rule 5605(a)(2) of the Nasdaq Listing Rules) in an aggregate amount
not to exceed […***…] in any such period; plus

$ __________ 

     
 (p) the amount of pro forma “run rate” cost savings, operating expense

reductions, operating improvements and synergies resulting from the
Transactions or any Business Acquisition and projected by the
Borrower in good faith to be realized within 12 months after the
Closing Date or the date of such Business Acquisition, as the case may
be;1 provided that the aggregate amount that may be added pursuant to
this clause (p) in any Test Period, when aggregated with the amounts
added pursuant to clause (n) above in such Test Period, shall not
exceed 10% of Consolidated EBITDA for such Test Period (calculated
prior to giving effect to this clause (p)    or clause (n) above); plus

$ __________ 

      
      
      
 
_________________

1 Such changes shall be limited to those that are factually supportable, reasonably identifiable, attributable to the Stock Purchase or the Tender
Offer or such Business Acquisition, as the case may be, consistent with Regulation S-X and supported by an officer’s certificate of the Chief
Financial Officer of the Borrower delivered to the Administrative Agent (calculated on a Pro Forma Basis as though such cost savings, operating
expense reductions, other operating improvements and synergies had been realized on the first day of such period as if such cost savings,
operating expense reductions, other operating improvements and synergies were realized during the entirety of such period) relating to such
transaction, net of the amount of actual benefits realized during such period from such actions.
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 (q) the amount of cash proceeds received by the Borrower or any of its

Consolidated Subsidiaries from the business interruption insurance and
not already included in Consolidated Net Income; plus

$ __________ 

     
 (r) unrealized non-cash hedging losses on financial derivatives recognized

in accordance with Account Standards Codification 825 (formerly
SFAS No. 133); plus

$ __________ 

     
 (s) the aggregate amount of cash received during such period in respect of

any non-cash gains or income accounted for in a prior period which
were subtracted from Consolidated Net Income to determine
Consolidated EBITDA for such prior period and which do not
otherwise increase Consolidated Net Income for the current period

$ __________ 

     
 (t) The sum of (a) through (s) $ __________ 
     

C. Minus, without duplication, any amount which, in the determination of
Consolidated Net Income for such period, has been added for

$ __________ 

     
 (a) interest income and any cancellation of Indebtedness income; and $ __________ 
     
 (b) unrealized non-cash hedging gains on financial derivatives recognized

in accordance with Accounting Standards Codification 825 (formerly
SFAS No. 133)

$ __________ 
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 (c) The sum of (a) and (b); $ __________ 
     

D. Minus, without duplication, the aggregate amount of cash payments made
during such period in respect of any non- cash accrual, reserve or other non-cash
charge or expense accounted for in a prior period which were added to
Consolidated Net Income to determine Consolidated EBITDA for such prior
period and which do not otherwise reduce Consolidated Net Income for the
current period;

$ __________ 

    
E. Minus, without duplication, the aggregate amount of non-cash gains or non-cash

income included in the determination of Consolidated Net Income for such
period, including any cancellation of Indebtedness income.

  

    
F. Consolidated EBITDA (Line A plus Line B(t) minus Line C(c) minus Line D

minus Line E)
$ __________2

     
III.          Total Leverage Ratio (Line I.A(f) divided by Line II.F): _______ to 1:0   
     
  Maximum Permitted under Section 7.15: _______ to 1.0   
      
      
      
 
 
 
 
_________________

2 Notwithstanding the foregoing, Consolidated EBITDA for the applicable quarter end as set forth in the table below shall be deemed to be as
follows:

 
Quarter Ended Consolidated EBITDA

 
September 30, 2014 […***…]
December 31, 2014 […***…]

March 31, 2015 […***…]
June 30, 2015 […***…]
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Schedule 3 to Compliance
Certificate

 
For the Year ended December 31, 20[●] (“Excess Cash Flow Period”)

 
 
Section 6.02(c) – Excess Cash Flow:
 
I. Excess Cash Flow

 
A. The sum of the following, without duplication:   
    

 (a) Consolidated EBITDA for such Excess Cash Flow Period (Line II.F of
Schedule 2 to this Certificate); plus

$ __________ 

     
 (b) cash items of income actually received by the Borrower or any of its

Consolidated Subsidiaries during such Excess Cash Flow Period not
included in calculating Consolidated EBITDA; plus

$ __________ 

     
 (c) the decrease, if any, in the Net Working Capital from the beginning to

the end of such Excess Cash Flow Period
$ __________ 

     
 (d) The sum of clauses (a) through (c) $ __________ 
     

B. Minus the sum of the following, without duplication: $ __________ 
     
 (a) Consolidated Cash Taxes paid or payable by the Borrower and its

Consolidated Subsidiaries with respect to such Excess Cash Flow
Period; plus

$ __________ 

     
 (b) the sum of $ __________ 
     
  (1) Consolidated Cash Interest Expense paid or payable by the

Borrower and its Consolidated Subsidiaries with respect to such
Excess Cash Flow Period plus any premium paid by the Borrower
and its Consolidated Subsidiaries in connection with any voluntary
prepayments of Indebtedness during such Excess Cash Flow Period
to the extent funded with amounts other than proceeds of any long
term Debt Issuance (other than revolving Indebtedness), Equity
Issuance, Asset Disposition or Casualty Event; and

$ __________ 
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  (2) scheduled principal amortization of all Indebtedness for such Excess
Cash Flow Period (including, without limitation, the implied
principal component of scheduled payments made in respect of
permitted Capital Lease Obligations)

$ __________ 

      
  (3) the sum of (1) and (2); plus $ __________ 

     
 (c) amounts actually paid and applied to mandatory permanent repayments

and prepayments of Indebtedness, other than the Loans, made by the
Borrower and its Consolidated Subsidiaries during such Excess Cash
Flow Period1; plus

$ __________ 

     
 (d) the sum of $ __________ 
     
  (1) Consolidated Capital Expenditures made by the Borrower and its

Consolidated Subsidiaries in cash during such Excess Cash Flow
Period to the extent funded with amounts other than the proceeds of
any long term Debt Issuance (other than with revolving
Indebtedness), Equity Issuance, Asset Disposition or Casualty
Event; and

$ __________ 

      
  (2) cash consideration, including cash Acquisition Consideration, paid

during such Excess Cash Flow Period to make Permitted
Acquisitions or other Investments permitted by Section 7.06(a)(v),
(xvii) and (xxiv) of the Credit Agreement, in each case to the extent
funded with amounts other than the proceeds of any long term Debt
Issuance (other than with revolving Indebtedness), Equity Issuance,
Asset Disposition, Casualty Event or in reliance on the Available
Amount2

$ __________ 

      
      
      

 
 

_________________
1 Such amounts are to be included only to the extent that (A) (i) such repayments and prepayments by their terms cannot be reborrowed or redrawn and (ii)

such repayments and prepayments do not occur in connection with a refinancing of all or a portion of such Indebtedness, and (B) the amounts
used to make such payments are not funded with proceeds of any Debt Issuance, Equity Issuance, Asset Disposition or Casualty Event.

2 The aggregate amount of cash consideration, including cash Acquisition Consideration, paid during such Excess Cash Flow Period in respect of Positive
EBITDA Acquisitions applied to reduce Excess Cash Flow
pursuant to this Line I.B(d), together with any cash consideration, including any cash Acquisition Consideration, applied to reduce Excess Cash
Flow pursuant to Line I.B(l) below, shall not exceed
[…***…]. In no event shall any amount of cash consideration, including cash Acquisition Consideration, paid during such Excess Cash Flow
Period in respect of […***…], reduce Excess Cash Flow pursuant to this Line I.B(d).
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  (3) the sum of (1) and (2); plus $ __________ 

     
 (e) the increase, if any, in the Net Working Capital from the beginning to

the end of such Excess Cash Flow Period; plus
$ __________ 

     
 (f) cash items of expense (including losses) during such Excess Cash Flow

Period (A) not deducted in calculating Consolidated EBITDA or (B)
added back to Consolidated Net Income in calculating Consolidated
EBITDA, including, without limitation, the items described in Lines
II.B(d), (f), (g), (h), (i), (n) and (o) of Schedule 2 to this Certificate; plus

$ __________ 

     
 (g) the amount of any non-cash gain included in Consolidated EBITDA for

such Excess Cash Flow Period recognized as a result of any Asset
Dispositions; plus

$ __________ 

     
 (h) cash payments by the Borrower and its Consolidated Subsidiaries

during such Excess Cash Flow Period in respect of long-term liabilities
of the Borrower and its Consolidated Subsidiaries (other than
obligations described in Line B(d)(2) above or Indebtedness) to the
extent such payments are not expensed during any Excess Cash Flow
Period or are not deducted in calculating Consolidated EBITDA; plus

$ __________ 

     
 (i) the amount of Restricted Payments paid in cash during such Excess

Cash Flow Period pursuant to clause (iii) o r (v) o f Section 7.07 of the
Credit Agreement to the extent funded with amounts other than the
proceeds of any Debt Issuance, Equity Issuance, Asset Disposition or
Casualty Event; plus

$ __________ 

     
 (j) the aggregate amount of expenditures actually made by the Borrower

and its Consolidated Subsidiaries from internally generated cash flow
of the Borrower and its Consolidated Subsidiaries during such Excess
Cash Flow Period to the extent that such expenditures are not expensed
during such Excess Cash Flow Period or are not deducted in calculating
Consolidated EBITDA; plus

$ __________ 

     
 (k) the aggregate amounts added to Consolidated Net Income pursuant to

Line II.B(p) of Schedule 2 to this Certificate; plus
$ __________ 
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 (l) without duplication of amounts deducted from Excess Cash Flow in

prior periods, and at the option of the Borrower, the aggregate
consideration required to be paid in cash by the Borrower or any of its
Consolidated Subsidiaries pursuant to binding contracts (the “Contract
Consideration”) entered into prior to or during such Excess Cash Flow
Period relating to Business Acquisitions (including, in each case,
earnouts, “milestone” payments or similar amounts), Permitted Joint
Ventures or other Investments permitted by Section 7.06(a)(v), (xvii)
and (xxiv) of the Credit Agreement, Consolidated Capital Expenditures
or acquisitions or licenses of intellectual property to be consummated
or made during the period of four (4) consecutive fiscal quarters of the
Borrower following such Excess Cash Flow Period, in each case, to the
extent intended to be financed with internally generated cash flow3

$ __________ 

     
 (m) The sum of (a) through (l) $ __________ 
     

C. Excess Cash Flow (Line A(d) minus Line B(m)) $ __________ 
     
      
      
      
 
 
 
 
 
 
 
 
_________________

3 To the extent the aggregate amount of internally generated cash flow utilized to finance such Business Acquisitions, Permitted Joint Ventures or other
Investments permitted by Section 7.06(a)(v), (xvii) and (xxiv) of the Credit Agreement, Consolidated Capital Expenditures or acquisitions or
licenses of intellectual property during such period of four (4) consecutive fiscal quarters is less than the Contract Consideration, the amount of
such shortfall shall be added to the calculation of Excess Cash Flow at the end of such period of four (4) consecutive fiscal quarters. The
aggregate amount of cash consideration, including cash Acquisition Consideration, to be paid in respect of Positive EBITDA Acquisitions
pursuant to this Line I.B(l), together with any cash consideration, including any cash Acquisition Consideration, applied to reduce Excess Cash
Flow pursuant to Line I.B(d) above, shall not exceed […***…]. In no event shall any amount of cash consideration, including cash Acquisition
Consideration, to be paid in respect of […***…], reduce Excess Cash Flow pursuant to this Line I.B(l).
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EXHIBIT E

 
 

Form of Guaranty
 
 
 
 
 

 
 
 
 

GUARANTY
 

dated as of October 16, 2015
 

among
 

THE SUBSIDIARY GUARANTORS FROM TIME TO TIME PARTY HERETO
 

and
 

JEFFERIES FINANCE LLC,
as Administrative Agent
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GUARANTY

GUARANTY dated as of October 16, 2015 (as amended, restated, supplemented or otherwise modified from time to time, this “Agreement”)
among the Subsidiary Guarantors listed on the signature pages hereto and each of the Subsidiaries of the Borrower which shall become from time to time
party hereto in accordance with Section 6.11 (each a “Subsidiary Guarantor” and collectively, the “Subsidiary Guarantors”) and Jefferies Finance LLC, as
administrative agent for the benefit of the Finance Parties (in such capacity, together with its successor or successors in such capacity, the “Administrative
Agent”).

WHEREAS, Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), has entered into that certain Credit Agreement dated as of
the date hereof (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among the Borrower, the banks and
other lending institutions from time to time party thereto (each, a “Lender” and, collectively, the “Lenders”) and Jefferies Finance LLC, as administrative
agent and collateral agent;

 
WHEREAS, it is a condition precedent to the Lenders making the Loans to the Borrower pursuant to the Credit Agreement that each of the

Subsidiary Guarantors have agreed, jointly and severally, to provide a guaranty of all Finance Obligations of the Borrower and the other Loan Parties
under and in respect of the Finance Documents; and

 
WHEREAS, each of the Subsidiary Guarantors is a direct or indirect Wholly Owned Subsidiary of the Borrower, and the Subsidiary Guarantors

will receive certain benefits from the financial accommodation to be provided to the Borrower by the Finance Parties under the Finance Documents.
 

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants and obligations herein set forth and for other good and valuable
consideration, the sufficiency and receipt of which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby agree as follows:

 
ARTICLE I

DEFINITIONS
 

Section 1.01 Terms Defined in the Credit Agreement. All capitalized terms used in this Agreement and recitals hereto which are defined in the
Credit Agreement and which are not otherwise defined herein shall have the respective meanings set forth therein.

 
ARTICLE II
GUARANTY

 
Section 2.01 The Guaranty. Each Subsidiary Guarantor unconditionally guarantees, jointly with the other Subsidiary Guarantors, and severally,

as a primary obligor and not merely as a surety, the due and punctual payment of all Finance Obligations, in each case, whether now or hereafter due,
whether at stated maturity or earlier, by reason of acceleration, mandatory prepayment or otherwise in accordance herewith or any other Loan Document,
whether or not from time to time reduced or extinguished (other than by reason of the payment thereof) or hereafter increased, incurred or owing in any
manner, whether actual or contingent, whether incurred solely or jointly with any other Person and whether as principal or surety (and including all
liabilities in connection with any notes, bills or other instruments accepted by any Finance Party in connection therewith), together in each case with all
renewals, modifications, consolidations or extensions thereto (collectively, the “Guaranteed Obligations”); provided that the Guaranteed Obligations with
respect to any Subsidiary Guarantor shall exclude any Excluded Swap Obligations with respect to such Subsidiary Guarantor.
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Anything contained in this Agreement to the contrary notwithstanding, the obligations of each Subsidiary Guarantor hereunder shall be limited to

a maximum aggregate amount that would not render such Subsidiary Guarantor’s obligations hereunder subject to avoidance as a fraudulent transfer or
conveyance under Section 548 of Title 11 of the United States Code or any provisions of applicable state law (collectively, the “Fraudulent Transfer
Laws”), in each case after giving effect to all other liabilities of such Subsidiary Guarantor, contingent or otherwise, that are relevant under the Fraudulent
Transfer Laws (specifically excluding, however, any liabilities of such Subsidiary Guarantor (i) in respect of intercompany indebtedness to the Borrower or
any of its Affiliates to the extent that such indebtedness
(A)    would be discharged or would be subject to a right of set-off in an amount equal to the amount paid by such Subsidiary Guarantor hereunder or (B)
has been pledged to, and is enforceable by, the Collateral Agent on behalf of the Finance Parties and (ii) under any guaranty of Indebtedness subordinated
in right of payment to the Guaranteed Obligations which guaranty contains a limitation as to a maximum amount similar to that set forth in this paragraph
pursuant to which the liability of such Subsidiary Guarantor hereunder is included in the liabilities taken into account in determining such maximum
amount) and after giving effect as assets of such Subsidiary Guarantor to the value (as determined under the applicable provisions of the Fraudulent
Transfer Laws) of any rights to subrogation, contribution, reimbursement, indemnity or similar rights of such Subsidiary Guarantor pursuant to (i)
applicable Law or (ii) any agreement providing for an equitable allocation among such Subsidiary Guarantor and other Affiliates of the Borrower of
obligations arising under guaranties by such parties (including the agreements in this Article II). If any Subsidiary Guarantor’s liability hereunder is
limited pursuant to this paragraph to an amount that is less than the total amount of the Guaranteed Obligations, then it is understood and agreed that the
portion of the Guaranteed Obligations for which such Subsidiary Guarantor is liable hereunder shall be the last portion of the Guaranteed Obligations to be
repaid.

 
Section 2.02 Guaranty Absolute. Each Subsidiary Guarantor guarantees that the Guaranteed Obligations will be paid strictly in accordance with

the terms of the Finance Documents, regardless of any Law now or hereafter in effect in any jurisdiction affecting any of such terms or the rights of the
Finance Parties with respect thereto. The obligations of the Subsidiary Guarantors under this Agreement are independent of the Guaranteed Obligations,
and a separate action or actions may be brought and prosecuted against each Subsidiary Guarantor to enforce this Agreement, irrespective of whether any
action is brought against the Borrower or any other Loan Party or whether the Borrower or any other Loan Party is joined in any such action or actions.
This Agreement is an absolute and unconditional guaranty of payment when due, and not of collection, by each Subsidiary Guarantor, jointly and
severally with each other Subsidiary Guarantor of the Guaranteed Obligations in each and every particular. The obligations of each Subsidiary Guarantor
hereunder are several from those of the other Loan Parties and are primary obligations concerning which each Subsidiary Guarantor is the principal
obligor.

 
The obligations of each Subsidiary Guarantor hereunder shall not be subject to any reduction, limitation, impairment or termination for any

reason, including the existence of any claim, set-off or other right which any Subsidiary Guarantor may have at any time against any other Loan Party, any
Agent or other Finance Party or any other Person, whether in connection herewith or any unrelated transactions. Without limiting the generality of the
foregoing, each Subsidiary Guarantor’s liability shall extend to all amounts that constitute part of the Guaranteed Obligations and would be owed by any
other Loan Party to any Finance Party under the Finance Documents but for the fact that they are unenforceable or not allowable due to the existence of a
bankruptcy, reorganization or similar proceeding involving the Borrower or such other Loan Party or otherwise.

 
Without limiting the generality of the foregoing, the obligations of each Subsidiary Guarantor hereunder shall not be released, discharged or

otherwise affected or impaired by:
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(i)                   any extension, renewal, settlement, compromise, acceleration, waiver or release in respect of any obligation of any other

Loan Party under the Credit Agreement, the Notes, any Swap Agreement, any other Finance Document or any other agreement or instrument
evidencing or securing any Guaranteed Obligation, by operation of Law or otherwise (except as provided herein or in any other Finance
Document);

 
(ii)                 any change in the manner, place, time or terms of payment of any Guaranteed Obligation or any other amendment,

supplement or modification to the Credit Agreement, the Notes, any Swap Agreement, any other Finance Document or any other agreement or
instrument evidencing or securing any Guaranteed Obligation;

 
(iii)                any release, non-perfection or invalidity of any direct or indirect security for any Guaranteed Obligation, any sale, exchange,

surrender, realization upon, offset against or other action in respect of any direct or indirect security for any Guaranteed Obligation or any release
of any other Loan Party or any other guarantor or guarantors of any Guaranteed Obligation (except as provided herein or in any other Finance
Document);

 
(iv)                any change in the existence, structure or ownership of any other Loan Party or any insolvency, bankruptcy, reorganization,

arrangement, readjustment, composition, liquidation or other similar proceeding affecting any other Loan Party or its assets or any resulting
disallowance, release or discharge of all or any portion of any Guaranteed Obligation;

 
(v)                 the existence of any claim, set-off or other right which any Subsidiary Guarantor may have at any time against any other

Loan Party, any Agent, any other Finance Party or any other Person, whether in connection herewith or any unrelated transaction;
 

(vi)                any invalidity or unenforceability relating to or against any other Loan Party for any reason of the Credit Agreement, any
Note, any Swap Agreement, any other Finance Document or any other agreement or instrument evidencing or securing any Guaranteed Obligation
or any provision of applicable Law purporting to prohibit the payment by any other Loan Party of any Guaranteed Obligation;

 
(vii)              any failure by any Agent or any other Finance Party: (A) to file or enforce a claim against any other Loan Party or its estate

(in a bankruptcy or other proceeding); (B) to give notice of the existence, creation or incurrence by any other Loan Party of any new or additional
indebtedness or obligation under or with respect to the Guaranteed Obligations; (C) to commence any action against any other Loan Party; (D) to
disclose to any Subsidiary Guarantor any facts which such Agent or such other Finance Party may now or hereafter know with regard to any other
Loan Party; or (E) to proceed with due diligence in the collection, protection or realization upon any collateral securing the Guaranteed
Obligations;

 
(viii)              any direction as to application of payment by any other Loan Party or any other Person;

 
(ix)                any subordination by any Finance Party of the payment of any Guaranteed Obligation to the payment of any other liability

(whether matured or unmatured) of any other Loan Party to its creditors;
 

(x)                 any act or failure to act by the Administrative Agent or any other Finance Party under this Agreement or otherwise which
may deprive any Subsidiary Guarantor of any right to subrogation, contribution or reimbursement against any other Loan Party or any right to
recover
full indemnity for any payments made by such Subsidiary Guarantor in respect of the Guaranteed Obligations; or
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(xi)                any other act or omission to act or delay of any kind by any other Loan Party, the Administrative Agent or any Finance Party

or any other Person or any other circumstance whatsoever which might, but for the provisions of this clause, constitute a legal or equitable
discharge of any Subsidiary Guarantor’s obligations hereunder (except that a Subsidiary Guarantor may assert the defense of payment in full of
the Guaranteed Obligations (other than any contingent indemnification obligations)).

 
Each Subsidiary Guarantor irrevocably and unconditionally has delivered this Agreement to the Administrative Agent for the benefit of the

Finance Parties, and the failure by any other Loan Party or any other Person to sign this Agreement or a guaranty similar to this Agreement or otherwise
shall not discharge the obligations of any Subsidiary Guarantor hereunder. The irrevocable and unconditional liability of each Subsidiary Guarantor
hereunder applies whether it is jointly and severally liable for the entire amount of the Guaranteed Obligations, or only for a pro rata portion, and without
regard to any rights (or the impairment thereof) of subrogation, contribution or reimbursement that such Subsidiary Guarantor may now or hereafter have
against any other Loan Party or any other Person. This Agreement is and shall remain fully enforceable against each Subsidiary Guarantor (except as
provided herein or in any other Finance Document) irrespective of any defenses that any other Loan Party may have or assert in respect of the Guaranteed
Obligations, including, without limitation, failure of consideration, breach of warranty, payment, statute of frauds, statute of limitations, accord and
satisfaction and usury, except that a Subsidiary Guarantor may assert the defense of final payment in full of the Guaranteed Obligations (other than any
contingent indemnification obligations).

 
Section 2.03 Payments.

 
(a)                  Payments to be Made Upon Default. If the Borrower or any other Loan Party fails to pay or perform any Guaranteed Obligation when

due in accordance with its terms (whether at stated maturity, by acceleration or otherwise) or if an Event of Default specified in Section 8.01(f) of the Credit
Agreement occurs with respect to the Borrower, the Subsidiary Guarantors shall, without any notice or demand whatsoever, pay the aggregate amount of
all Guaranteed Obligations owed to the Administrative Agent for application in accordance with Section 2.03(c) hereof.

 
(b)                 General Provisions as to Payments. Except as provided in Section 3.01 of the Credit Agreement, each payment hereunder shall be

made without condition or deduction for any counterclaim, defense, recoupment or setoff, in federal or other funds immediately available in New York
City, to the Administrative Agent at the address referred to in Section 6.01 hereof (it being understood that a Subsidiary Guarantor may assert the defense
of final payment in full of the Guaranteed Obligations (other than any contingent indemnification obligations)).

 
(c)                  Application of Payments. All payments received by the Administrative Agent hereunder shall be applied as provided in Section 8.04

of the Credit Agreement.
 

Section 2.04 Discharge; Reinstatement in Certain Circumstances. Each Subsidiary Guarantor’s obligations hereunder shall remain in full force
and effect until (a) the Discharge of Senior Finance Obligations or (b) such time as such Subsidiary Guarantor is no longer required to be a Subsidiary
Guarantor under the Credit Agreement. No payment or payments made by the Borrower, any other Loan Party or any other Person or received or collected
by any Finance Party from the Borrower, any other Loan Party or any other Person by virtue of any action or proceeding or any set-off or appropriation or
application at any time or from time to time in reduction of or in payment of the
Guaranteed Obligations shall be deemed to modify, reduce, release or otherwise affect the liability of any Subsidiary Guarantor hereunder, it being
understood that each Subsidiary Guarantor shall, notwithstanding any such payment or payments, remain liable for the Guaranteed Obligations until
Discharge of Senior Finance Obligations. If at any time any payment by the Borrower, any other Loan Party or any other Person of any Guaranteed
Obligation is rescinded or must otherwise be restored or returned upon the insolvency, bankruptcy, dissolution, liquidation or reorganization of the
Borrower or such other Loan Party or other Person or upon or as a result of the appointment of a receiver, intervener or conservator of, or trustee or similar
officer for, the Borrower or such other Loan Party or other Person or any substantial part of its respective property or otherwise, each Subsidiary Guarantor’s
obligations hereunder with respect to such payment shall be reinstated as though such payment had not been made at such time. Each Subsidiary
Guarantor agrees that payment or performance of any of the Guaranteed Obligations or other acts which toll any statute of limitations applicable to the
Guaranteed Obligations shall also toll the statute of limitations applicable to each Subsidiary Guarantor’s liability hereunder.
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Section 2.05 Waiver by the Subsidiary Guarantors. Each Subsidiary Guarantor hereby waives, only to the extent permitted by applicable Law,

presentment to, demand of payment from and protest to the other Loan Parties of any of the Guaranteed Obligations, and also waives to the extent
permitted by applicable Law, promptness, diligence, notice of acceptance of its guarantee, any other notice with respect to any of the Guaranteed
Obligations and this Agreement and any requirement that any Agent or any other Finance Party protect, secure, perfect or insure any Lien or any property
subject thereto. Each Subsidiary Guarantor further waives to the extent permitted by applicable Law, any right to require that resort be had by any Agent or
any other Finance Party to any security held for payment of the Guaranteed Obligations or to any balance of any deposit, account or credit on the books of
any Agent or any other Finance Party in favor of any Loan Party or any other Person. Each Subsidiary Guarantor hereby consents and agrees to each of the
following to the fullest extent permitted by Law, and agrees that such Subsidiary Guarantor’s obligations under this Agreement shall not be released,
diminished, impaired, reduced or adversely affected by any of the following, and waives to the extent permitted by applicable Law, any rights (including
rights to notice) which such Subsidiary Guarantor might otherwise have as a result of or in connection with any of the following:

 
(i)                   any renewal, extension, modification, increase, decrease, alteration or rearrangement of all or any part of the Guaranteed

Obligations or any instrument executed in connection therewith, or any contract or understanding with any other Loan Party, any Agent, the other
Finance Parties, or any of them, or any other Person, pertaining to the Guaranteed Obligations;

 
(ii)                 any adjustment, indulgence, forbearance or compromise that might be granted or given by any Agent or any other Finance

Party to any other Loan Party or any other Person liable on the Guaranteed Obligations; or the failure of any Agent or any other Finance Party to
assert any claim or demand or to exercise any right or remedy against any other Loan Party under the provisions of any Finance Document or
otherwise; or any rescission, waiver, amendment or modification of, or any release from any of the terms or provisions of, any Finance Document
or any other agreement, including with respect to any other Loan Party under this Agreement;

 
(iii)                the insolvency, bankruptcy, arrangement, adjustment, composition, liquidation, disability, dissolution or lack of power of

any other Loan Party or any other Person at any time liable for the payment of all or part of the Guaranteed Obligations; or any dissolution of any
other Loan Party, or any change, restructuring or termination of the corporate structure or existence of any other Loan Party, or any sale, lease or
transfer of any or all of the assets of any other Loan Party, or any change in the shareholders, partners, or members of any other Loan Party; or any
default, failure or delay, willful or otherwise, in the performance of the Guaranteed Obligations;
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(iv)                the invalidity, illegality or unenforceability of all or any part of the Guaranteed Obligations, or any document or agreement

executed in connection with the Guaranteed Obligations, for any reason whatsoever, including the fact that the Guaranteed Obligations, or any
part thereof, exceed the amount permitted by Law, the act of creating the Guaranteed Obligations or any part thereof is ultra vires, the officers or
representatives executing the documents or otherwise creating the Guaranteed Obligations acted in excess of their authority, the Guaranteed
Obligations violate applicable usury Laws, any other Loan Party has valid defenses, claims or offsets (whether at Law, in equity or by agreement)
which render the Guaranteed Obligations wholly or partially uncollectible from such other Loan Party, the creation, performance or repayment of
the Guaranteed Obligations (or the execution, delivery and performance of any document or instrument representing part of the Guaranteed
Obligations or executed in connection with the Guaranteed Obligations or given to secure the repayment of the Guaranteed Obligations) is illegal,
uncollectible, legally impossible or unenforceable, or the documents or instruments pertaining to the Guaranteed Obligations have been forged or
otherwise are irregular or not genuine or authentic;

 
(v)                 any full or partial release of the liability of any other Loan Party or of any other Person now or hereafter liable, whether

directly or indirectly, jointly, severally, or jointly and severally, to pay, perform, guarantee or assure the payment of the Guaranteed Obligations or
any part thereof, it being recognized, acknowledged and agreed by each Subsidiary Guarantor that such Subsidiary Guarantor may be required to
pay the Guaranteed Obligations in full without assistance or support of any other Person, and such Subsidiary Guarantor has not been induced to
enter into this Agreement on the basis of a contemplation, belief, understanding or agreement that any party other than the Borrower will be liable
to perform the Guaranteed Obligations, or that the Finance Parties will look to any such other party to perform the Guaranteed Obligations;

 
(vi)                the taking or accepting of any other security, collateral or guarantee, or other assurance of payment, for all or any part of the

Guaranteed Obligations;
 

(vii)              any release, surrender, exchange, subordination, deterioration, waste, loss or impairment (including negligent, willful,
unreasonable or unjustifiable impairment) of any collateral, property or security, at any time existing in connection with, or assuring or securing
payment of, all or any part of the Guaranteed Obligations;

 
(viii)             any right that any Subsidiary Guarantor may now or hereafter have under Section 3-606 of the UCC or otherwise to

unimpaired collateral;
 

(ix)                the failure of any Agent, any other Finance Party or any other Person to exercise diligence or reasonable care in the
preservation, protection, enforcement, sale or other handling or treatment of all or any part of such collateral, property or security;

 
(x)                 the fact that any collateral, security, security interest or lien contemplated or intended to be given, created or granted as

security for the repayment of the Guaranteed Obligations shall not be properly perfected or created, or shall prove to be unenforceable or
subordinate to any other security interest or lien, it being recognized and agreed by each Subsidiary Guarantor that such Subsidiary Guarantor is
not entering into this Agreement in reliance on, or in contemplation of the benefits of, the validity, enforceability, collectability or value of any of
the Collateral;

 
(xi)                any payment by any other Loan Party to the Administrative Agent, any other Agent or any other Finance Party being held to

constitute a preference under Title 11 of the
United States Code or any similar federal, foreign or state Law, or for any reason any Agent or any other Finance Party being required to refund
such payment or pay such amount to any other Loan Party or someone else;
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(xii)              any other action taken or omitted to be taken with respect to the Guaranteed Obligations, or the security and collateral

therefor, whether or not such action or omission prejudices any Subsidiary Guarantor or increases the likelihood that any Subsidiary Guarantor
will be required to pay the Guaranteed Obligations pursuant to the terms hereof, it being the unambiguous and unequivocal intention of each
Subsidiary Guarantor that such Subsidiary Guarantor shall be obligated to pay the Guaranteed Obligations when due, notwithstanding any
occurrence, circumstance, event, action or omission whatsoever, whether or not contemplated, and whether or not otherwise or particularly
described herein, except for the full payment and satisfaction of the Guaranteed Obligations in cash;

 
(xiii)             the fact that all or any of the Guaranteed Obligations cease to exist by operation of Law, including by way of a discharge,

limitation or tolling thereof under applicable bankruptcy Laws;
 

(xiv)             the existence of any claim, set-off or other right which any Subsidiary Guarantor may have at any time against any other
Loan Party, the Administrative Agent, any other Finance Party or any other Person, whether in connection herewith or any unrelated transactions;
provided that nothing herein shall prevent the assertion of any such claim by separate suit or compulsory counterclaim; and

 
(xv)              any other circumstance that might in any manner or to any extent otherwise constitute a defense available to, vary the risk of,

or operate as a discharge of, such Subsidiary Guarantor as a matter of Law or equity (it being understood that a Subsidiary Guarantor may assert
the defense of final payment in full of the Guaranteed Obligations (other than any contingent indemnification obligations)).

 
All waivers herein contained shall be without prejudice to the right of the Administrative Agent at its option to proceed against any

Loan Party or any other Person, whether by separate action or by joinder.
 

Section 2.06 Agreement to Pay; Subordination of Subrogation Claims. In furtherance of the foregoing and not in limitation of any other right
that the Administrative Agent, any other Agent or any other Finance Party has at Law or in equity against any Subsidiary Guarantor by virtue hereof, upon
the failure of any other Loan Party to pay any Guaranteed Obligation when and as the same shall become due, whether at maturity, by acceleration, after
notice of prepayment or otherwise, each Subsidiary Guarantor hereby promises to and will forthwith pay, or cause to be paid, to the Administrative Agent
for application in accordance with Section 2.03(c) in cash the amount of such unpaid Guaranteed Obligations. Upon payment by any Subsidiary Guarantor
of any sums to the Administrative Agent, all rights of such Subsidiary Guarantor against any other Loan Party arising as a result thereof by way of right of
subrogation, contribution, reimbursement, indemnity or otherwise shall (including, without limitation, in the case of any Subsidiary Guarantor, any rights
of such Subsidiary Guarantor arising under Article II of this Agreement) in all respects be subordinate and junior in right of payment to the prior payment
in full in cash of all the Guaranteed Obligations (other than contingent indemnification obligations). No failure on the part of any other Loan Party or any
other Person to make any payments in respect of any subrogation, contribution, reimbursement, indemnity or similar right (or any other payments required
under applicable Law or otherwise) shall in any respect limit the obligations and liabilities of any Subsidiary Guarantor with respect to its obligations
hereunder. If any amount shall be paid to any Subsidiary Guarantor on account of such subrogation, contribution, reimbursement indemnity or similar
right, such amount shall be held in trust, as applicable, for the benefit of the Finance Parties, and shall forthwith be turned over to the Administrative
Agent, in the form received by such Subsidiary Guarantor (duly endorsed by such Subsidiary Guarantor to the Administrative Agent, if required) to be
credited against the payment of matured Guaranteed Obligations, whether matured or unmatured, in accordance with the terms of the Finance Documents.
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Section 2.07 Stay of Acceleration. If acceleration of the time for payment of any amount payable by the Borrower under or with respect to the

Guaranteed Obligations is stayed upon the insolvency or bankruptcy of the Borrower, all such amounts otherwise subject to acceleration under the terms
of the Credit Agreement, the Notes, any Swap Agreement or any other agreement or instrument evidencing or securing the Guaranteed Obligations shall
nonetheless be payable by the Subsidiary Guarantors hereunder, jointly and severally, forthwith, as and in the manner provided in Section 2.03.

 
Section 2.08 No Set-Off. No act or omission of any kind or at any time on the part of any Finance Party in respect of any matter whatsoever shall

in any way affect or impair the rights of the Administrative Agent or any other Finance Party to enforce any right, power or benefit under this Agreement,
and no set-off, claim, reduction or diminution of any Guaranteed Obligation or any defense of any kind or nature which any Subsidiary Guarantor has or
may have against the Borrower or any Finance Party shall be available against the Administrative Agent or any other Finance Party in any suit or action
brought by the Administrative Agent or any other Finance Party to enforce any right, power or benefit provided for by this Agreement. Nothing in this
Agreement shall be construed as a waiver by any Subsidiary Guarantor of any rights or claims which it may have against any Finance Party hereunder or
otherwise, but any recovery upon such rights and claims shall be had from such Finance Party separately, it being the intent of this Agreement that each
Subsidiary Guarantor shall be unconditionally, absolutely and jointly and severally obligated to perform fully all its obligations, covenants and
agreements hereunder for the benefit of each Finance Party.

 
Section 2.09 Keepwell. Each Qualified ECP Guarantor (as defined below) hereby jointly and severally absolutely, unconditionally and

irrevocably undertakes to provide such funds or other support as may be needed from time to time by each other Loan Party to honor all of its obligations
under this Agreement in respect of Swap Obligations (provided, however, that each Qualified ECP Guarantor shall only be liable under this Section 2.09
for the maximum amount of such liability that can be hereby incurred without rendering its obligations under this Section 2.09, or otherwise under this
Agreement, as it relates to such Loan Party, voidable under applicable Fraudulent Transfer Laws, and not for any greater amount). The obligations of each
Qualified ECP Guarantor under this Section 2.09 shall remain in full force and effect until the Discharge of Senior Finance Obligations. Each Qualified
ECP Guarantor intends that this Section 2.09 constitute, and this Section 2.09 shall be deemed to constitute, a “keepwell, support, or other agreement” for
the benefit of each other Loan Party for all purposes of Section 1a(18)(A)(v)(II) of the Commodity Exchange Act. For purposes of this Section 2.09, the
term “Qualified ECP Guarantor” shall mean, in respect of any Swap Obligations, each Loan Party that has total assets exceeding $10,000,000 at the time
such Swap Obligations are incurred or that qualifies at such time as an “eligible contract participant” at such time under Section 1a(18)(A)(v)(II) of the
Commodity Exchange Act or any regulations promulgated thereunder and can cause another person to qualify as an “eligible contract participant” at such
time by entering into a keepwell under Section 1a(18)(A)(v)(II) of the Commodity Exchange Act.
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ARTICLE III
INDEMNIFICATION, SUBROGATION AND CONTRIBUTION

 
Section 3.01 Indemnity and Subrogation. In addition to all such rights of indemnity and subrogation as the Subsidiary Guarantors may have

under applicable Law (but subject to Section 2.06
above), the Borrower agrees that (a) in the event a payment shall be made by any Subsidiary Guarantor under this Agreement, the Borrower shall indemnify
such Subsidiary Guarantor for the full amount of such payment and such Subsidiary Guarantor shall be subrogated to the rights of the Person to whom such
payment shall have been made to the extent of such payment and (b) in the event any assets of any Subsidiary Guarantor shall be sold pursuant to any
Collateral Document to satisfy a claim of any Finance Party, the Borrower shall indemnify such Subsidiary Guarantor in an amount equal to the greater of
the book value or the fair market value of the assets so sold.

 
Section 3.02 Contribution and Subrogation. Each Subsidiary Guarantor (a “Contributing Guarantor”) agrees (subject to Section 2.06 above) that,

in the event a payment shall be made by any other Subsidiary Guarantor under this Agreement or assets of any other Subsidiary Guarantor shall be sold
pursuant to any Collateral Document to satisfy a claim of any Finance Party and such other Subsidiary Guarantor (the “Claiming Guarantor”) shall not
have been fully indemnified by the Borrower as provided in Section 3.01, the Contributing Guarantor shall indemnify the Claiming Guarantor in an
amount equal to the amount of such payment or the greater of the book value or the fair market value of such assets, as the case may be, in each case
multiplied by a fraction the numerator of which shall be the net worth of the Contributing Guarantor on the date that the obligation(s) supporting such
claim were incurred under this Agreement and the denominator of which shall be the aggregate net worth of all the Subsidiary Guarantors on such date (or,
in the case of any Subsidiary Guarantor becoming a party hereto pursuant to Section 6.11, the date of the Accession Agreement executed and delivered by
such Subsidiary Guarantor); provided that such rights of contribution and indemnification shall be subordinated to the prior payment in full, in cash, of all
of the Guaranteed Obligations. Any Contributing Guarantor making any payment to a Claiming Guarantor pursuant to this Section 3.02 shall be
subrogated to the rights of such Claiming Guarantor under Section 3.01 to the extent of such payment.

 
ARTICLE IV

REPRESENTATIONS, WARRANTIES AND COVENANTS
 

Section 4.01 Representations and Warranties; Certain Agreements . Each Subsidiary Guarantor hereby severally represents, warrants and
covenants as of the Closing Date and on and as of each date as required by the Credit Agreement as follows:

 
(a)                  The representations and warranties contained in the Credit Agreement and the other Loan Documents (insofar as they pertain to such

Subsidiary Guarantor (including to the extent such Subsidiary Guarantor is referred to as a Loan Party or Group Company in such representations and
warranties)) are (i) in the case of representations and warranties qualified by “materiality”, “Material Adverse Effect” or similar language, true and correct
in all respects and (ii) in the case of all other representations and warranties, true and correct in all material respects, except to the extent such
representations and warranties specifically refer to an earlier date, in which case they shall be true and correct on the basis set forth above as of such earlier
date.

 
(b)                 Such Subsidiary Guarantor agrees to observe and comply with each of the covenants contained in the Credit Agreement (x) insofar as

they pertain to such Subsidiary Guarantor or (y) that imposes or purports to impose, through agreements with the Borrower, restrictions or obligations on
such Subsidiary Guarantor.

 
(c)                  Such Subsidiary Guarantor acknowledges that any default in the due observance or performance by such Subsidiary Guarantor of any

covenant, condition or agreement contained herein may constitute an Event of Default under Section 8.01 of the Credit Agreement.
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(d)                 Such Subsidiary Guarantor has, independently and without reliance upon the Administrative Agent or any other Finance Party and

based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to enter into this Agreement. Such
Subsidiary Guarantor has investigated the benefits and advantages which will be derived by it from execution of this Agreement, and the board of directors
(or persons performing similar functions in case the Subsidiary Guarantor is not a corporation) of such Subsidiary Guarantor has decided that a direct or an
indirect benefit will accrue to such Subsidiary Guarantor by reason of the execution of this Agreement.

 
(e)                  This Agreement is not given with actual intent to hinder, delay or defraud any Person to which such Subsidiary Guarantor is or will

become, on or after the date hereof, indebted.
 

Section 4.02 Information. Each of the Subsidiary Guarantors assumes all responsibility for being and keeping itself informed of the financial
condition and assets of the other Loan Parties, and of all other circumstances bearing upon the risk of nonpayment of the Guaranteed Obligations and the
nature, scope and extent of the risks that such Subsidiary Guarantor assumes and incurs hereunder, and agrees that none of the Administrative Agent, any
other Agent or the other Finance Parties will have any duty to advise any of the Subsidiary Guarantors of information known to it or any of them regarding
such circumstances or risks.

 
Section 4.03 Subordination by Subsidiary Guarantors. In addition to the terms of subordination provided for under Section 2.06, each

Subsidiary Guarantor hereby subordinates in right of payment, on the same terms as provided in the Intercompany Note, all indebtedness of the other Loan
Parties owing to it, whether originally contracted with such Subsidiary Guarantor or acquired by such Subsidiary Guarantor by assignment, transfer or
otherwise, whether now owed or hereafter arising, whether for principal, interest, fees, expenses or otherwise, together with all renewals, extensions,
increases or rearrangements thereof, to the Discharge of Senior Finance Obligations, whether now owed or hereafter arising, whether for principal, interest
(including interest accruing during the pendency of any bankruptcy, insolvency, receivership or other similar proceeding, regardless of whether allowed or
allowable in such proceeding), fees, expenses or otherwise, together with all renewals, extensions, increases or rearrangements thereof.

 
ARTICLE V

SET-OFF
 

Section 5.01 Right of Set-Off. Subject to Section 10.08 of the Credit Agreement, if an Event of Default under the Credit Agreement shall have
occurred and be continuing, each Finance Party (and each of its Affiliates) is authorized at any time and from time to time, to the fullest extent permitted
by applicable Law, to set off and apply any and all deposits (general or special, time or demand, provisional or final, in whatever currency) at any time held
and other obligations (in whatever currency) at any time owing by such Finance Party or such Affiliate to or for the credit or account of any Subsidiary
Guarantor against any and all of the then due and owing obligations of such Subsidiary Guarantor now or hereafter existing hereunder or under the other
Finance Documents to such Finance, irrespective of whether or not such Finance Party shall have made any demand under this Agreement or any other
Loan Document or are owed to a branch or office of such Lender different from the branch or office holding such deposit or obligated on such
indebtedness. The rights of each Finance party and its respective Affiliates under this Section are in addition to other rights and remedies (including other
rights of setoff) that such Finance Party or its respective Affiliates may have. Each Finance Party agrees to notify the Administrative Agent and the affected
Subsidiary Guarantor promptly after any such setoff and application; provided, however, that the failure to give such notice shall not affect the validity
thereof.
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ARTICLE VI 
MISCELLANEOUS

 
Section 6.01 Notices.

 
(a)                  Unless otherwise expressly provided herein, all notices and other communications provided for hereunder shall be in writing

(including by facsimile transmission or electronic mail) and mailed, faxed or delivered, to the address, facsimile number (subject to subsection (b) below)
or electronic mail address specified for notices: (i) in the case of any Subsidiary Guarantor, as set forth on the signature pages hereto; (ii) in the case of the
Borrower, the Administrative Agent, the Collateral Agent or any Lender, as specified in or pursuant to Section 10.02 of the Credit Agreement; (iii) in the
case of any Swap Creditor as set forth in any applicable Swap Agreement; or (iv) in the case of any party, at such other address as shall be designated by
such party in a notice to the Administrative Agent and each other party hereto. All such notices and other communications shall be deemed to be given or
made upon the earlier to occur of: (i) actual receipt by the intended recipient and (ii) if delivered by facsimile transmission, when sent (except that, if not
given during normal business hours for the recipient, shall be deemed to have been given at the opening of business on the next Business Day for the
recipient). Notices delivered through electronic communications to the extent provided in subsection (b) below shall be effective as provided in said
subsection (b).

 
(b)                 Notices and other communications to the Agents and the Lenders hereunder may be delivered or furnished by electronic

communication (including e-mail and Internet or intranet websites) pursuant to procedures approved by the Administrative Agent. The Administrative
Agent, the Collateral Agent or the Borrower may, in its discretion, agree to accept notices and other communications to it hereunder by electronic
communications pursuant to procedures approved by it; provided that approval of such procedures may be limited to particular notices or
communications. Unless the Administrative Agent otherwise prescribes, (i) notices and other communications sent to an e-mail address shall be deemed
received upon the sender’s receipt of an acknowledgement from the intended recipient (such as by return e-mail or other written acknowledgement);
provided that if such notice or other communication is not sent during the normal business hours of the recipient, such notice or communication shall be
deemed to have been sent at the opening of business on the next Business Day for the recipient, and (ii) notices or communications posted to an Internet or
intranet website shall be deemed received upon the deemed receipt by the intended recipient at its e-mail address as described in the foregoing clause (i) of
notification that such notice or communication is available and identifying the website address therefor.

 
(c)                  Any party hereto may change its address or telecopier number for notices and other communications hereunder by notice to the other

parties hereto.
 

Section 6.02 Benefit of Agreement. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the respective
successors and assigns of the parties hereto; provided that none of the Subsidiary Guarantors may assign or transfer any of its interests and obligations
hereunder without prior written consent of the Required Lenders (and any such purported assignment or transfer without such consent shall be void)
except in accordance with the Credit Agreement; provided further that the rights of each Lender to transfer, assign or grant participations in its rights
and/or obligations hereunder shall be limited as set forth in Section 10.06 of the Credit Agreement. Upon the assignment by any Finance Party of all or any
portion of its rights and obligations under the Credit Agreement (including all or any portion of its Commitments and the Loans owing to it) or any other
Finance Document to any other Person, such other Person shall thereupon become vested with all the benefits in respect thereof granted to such transferor
or assignor herein or otherwise.
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Section 6.03 No Waivers; Non-Exclusive Remedies . No failure or delay on the part of any Agent or any Finance Party to exercise, no course of

dealing with respect to, and no delay in exercising any right, power or privilege under this Agreement or any other Finance Document or other document
or agreement contemplated hereby or thereby shall operate as a waiver thereof nor shall any single or partial exercise of any such right, power or privilege
preclude any other or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies provided herein and in the
other Finance Documents are cumulative and are not exclusive of any other rights or remedies provided by Law.

 
Section 6.04 Expenses; Indemnification.

 
(a)                  Expenses and Indemnification. The terms of Sections 10.04 and 10.11 of the Credit Agreement with respect to costs and expenses,

indemnification and survival are incorporated herein by reference, mutatis mutandis, and the parties hereto agree to such terms (and for the avoidance of
doubt, for purposes of this Agreement, such provisions extend to, without limitation, collection from, or other realization of or enforcement with respect to,
the guarantee provided herein).

 
(b)                 Contribution. If and to the extent that the obligations of any Subsidiary Guarantor under this Section 6.04 are unenforceable for any

reason, each other Subsidiary Guarantor, jointly and severally, hereby agrees to make the maximum contribution to the payment and satisfaction of such
obligations as is permissible under applicable Law.

 
Section 6.05 Enforcement. The Finance Parties agree that this Agreement may be enforced only by the action of the Administrative Agent acting

upon the instructions of the Required Lenders as set forth in the Credit Agreement and that no other Finance Party shall have any right individually to seek
to enforce this Agreement, it being understood and agreed that such rights and remedies may be exercised by the Administrative Agent for the benefit of
the Finance Parties upon the terms of this Agreement and the Credit Agreement.

 
Section 6.06 Amendments and Waivers. Any provision of this Agreement may be amended or waived if, but only if, such amendment or waiver is

in writing and is signed by each Subsidiary Guarantor directly affected by such amendment or waiver (it being understood that the addition or release of
any Subsidiary Guarantor hereunder shall not constitute an amendment or waiver affecting any Subsidiary Guarantor other than the Subsidiary Guarantor
so added or released) and the Administrative Agent (with the consent of the Required Lenders to the extent required by Section 10.01 of the Credit
Agreement, or such other number of Lenders as may be specified therein, if any); provided that the Administrative Agent and the Borrower may, with the
consent of the other, amend, modify or supplement this Agreement to cure any ambiguity, omission, typographical error, defect or inconsistency if such
amendment, modification or supplement if the same is not objected to in writing by the Required Lenders within five Business Days following receipt of
notice thereof; provided, further, however, that no such amendment, change, discharge, termination or waiver shall be made to Section 2.03 or this Section
6.06 without the consent of each Finance Party adversely affected thereby.

 
Section 6.07 Governing Law; Submission to Jurisdiction.

 
(a)                  GOVERNING LAW. THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAW OF

THE STATE OF NEW YORK.
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(b)                 Submission to Jurisdiction. EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY SUBMITS, FOR

ITSELF AND ITS PROPERTY, TO THE EXCLUSIVE JURISDICTION OF THE SUPREME COURT OF THE STATE OF NEW YORK SITTING IN NEW
YORK COUNTY, BOROUGH OF MANHATTAN, AND OF THE UNITED STATES DISTRICT COURT OF THE SOUTHERN DISTRICT OF NEW YORK,
AND ANY APPELLATE COURT FROM ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT, OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE PARTIES HERETO IRREVOCABLY AND
UNCONDITIONALLY AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION OR PROCEEDING SHALL BE HEARD AND
DETERMINED IN SUCH NEW YORK STATE COURT OR, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, IN SUCH FEDERAL
COURT. EACH OF THE PARTIES HERETO AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY
LAW. NOTHING IN THIS AGREEMENT OR IN ANY OTHER LOAN DOCUMENT SHALL AFFECT ANY RIGHT THAT THE ADMINISTRATIVE
AGENT MAY OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING RELATING TO THIS AGREEMENT AGAINST THE BORROWER OR
ANY OTHER LOAN PARTY OR ITS PROPERTIES IN THE COURTS OF ANY JURISDICTION.

 
(c)                  Waiver and Venue. EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE FULLEST

EXTENT PERMITTED BY LAW, ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF THE VENUE OF ANY SUIT,
ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT BROUGHT IN ANY
COURT REFERRED TO IN SECTION 6.07(b). EACH OF THE PARTIES HERETO HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, THE DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION OR PROCEEDING IN ANY SUCH
COURT.

 
(d)                 Service of Process. EACH PARTY HERETO IRREVOCABLY CONSENTS TO SERVICE OF PROCESS IN ANY ACTION OR

PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT, IN THE MANNER PROVIDED FOR
NOTICES (OTHER THAN TELECOPIER) IN SECTION 6.01. NOTHING IN THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT WILL AFFECT
THE RIGHT OF ANY PARTY HERETO TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY APPLICABLE LAWS.

 
Section 6.08 Limitation of Law; Severability.

 
(a)                  All rights, remedies and powers provided in this Agreement may be exercised only to the extent that the exercise thereof does not

violate any applicable provision of Law, and all of the provisions of this Agreement are intended to be subject to all applicable mandatory provisions of
Law which may be controlling and be limited to the extent necessary so that they will not render this Agreement invalid, unenforceable in whole or in part,
or not entitled to be recorded, registered or filed under the provisions of any applicable Law.

 
(b)                 Any provision of this Agreement held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be

ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining
provisions hereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction.

 
 

Exhibit E-13
Confidential and Proprietary

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

 

 



 
 
Section 6.09 Counterparts; Integration; Effectiveness. This Agreement may be executed in counterparts (and by different parties hereto in

different counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract. Delivery of an
executed
counterpart of a signature page of this Agreement by telecopier or via email as an attachment of a .pdf document shall be effective as delivery of a
manually executed counterpart of this Agreement and shall be binding on the Subsidiary Guarantors, the Administrative Agent, and the Borrower. This
Agreement and the other Loan Documents, and any separate letter agreements with respect to fees payable to the Administrative Agent, constitute the
entire contract among the parties relating to the subject matter hereof and thereof and supersede any and all prior agreements and understandings, oral or
written, relating to the subject matter hereof and thereof. This Agreement shall become effective with respect to each Subsidiary Guarantor when the
Administrative Agent shall have received counterparts hereof signed by itself and such Subsidiary Guarantor.

 
Section 6.10 WAIVER OF JURY TRIAL. EACH PARTY HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE

LAWS, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY
OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO
THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 6.10.

 
Section 6.11 Additional Subsidiary Guarantors. It is understood and agreed that any Subsidiary of the Borrower that is required by the Credit

Agreement to execute an Accession Agreement and counterpart of this Agreement after the date hereof shall automatically become a Subsidiary Guarantor
hereunder with the same force and effect as if originally named as a Subsidiary Guarantor hereunder by executing an Accession Agreement and counterpart
hereof and delivering the same to the Administrative Agent. The execution and delivery of any such instrument shall not require the consent of any other
Subsidiary Guarantor or other parties hereunder. The rights and obligations of each Subsidiary Guarantor or other party hereunder shall remain in full force
and effect notwithstanding the addition of any new Subsidiary Guarantor as a party to this Agreement.

 
Section 6.12 Termination; Release of Subsidiary Guarantors.

 
(a)                  Termination. Upon Discharge of Senior Finance Obligations, this Agreement shall terminate automatically without any further action

and have no further force or effect (but is otherwise subject to Section 2.04 hereof).
 

(b)                 Release of Subsidiary Guarantors. In the event that all of the capital stock of one or more of the Subsidiary Guarantors is sold or
otherwise disposed of (other than any sale or other disposition to a Loan Party) or liquidated in compliance with the requirements of Section 7.05 of the
Credit Agreement (or such sale, other disposition or liquidation has been approved in writing by the Required Lenders (or all of the Lenders, if required by
Section 10.01 of the Credit Agreement)), such Subsidiary Guarantor or Subsidiary Guarantors shall hereby be released from this Agreement, and this
Agreement shall, as to each such Subsidiary Guarantor or Subsidiary Guarantors, automatically terminate and have no further force or effect (it being
understood and agreed that the sale of one or more Persons that own, directly or indirectly, all of the capital stock of any Subsidiary Guarantor shall be
deemed to be a sale of such Subsidiary Guarantor for purposes of this Section 6.12(b)).
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Section 6.13 Conflict. To the extent that there is a conflict or inconsistency between any provision hereof, on the one hand, and any provision of

the Credit Agreement, on the other hand, the Credit Agreement shall control.
 

[Signature Pages Follow]
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IN WITNESS WHEREOF, each Subsidiary Guarantor has executed this Agreement as of the day and year first above written.

 
  SUBSIDIARY GUARANTORS:
   
   
  SUCAMPO PHARMA AMERICAS LLC
   
   
  By:  
  Name:  
  Title:  
    
    
  Notice Address for Subsidiary Guarantors:
  c/o Sucampo Pharmaceuticals, Inc.
  4520 East-West Highway, 3rd Floor
  Bethesda, MD 20814
  Attention: Peter Greenleaf, Chief Executive Officer
  Telephone: (###) ###-####
  Facsimile: (###) ###-####
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Acknowledged and Agreed with Respect   
to Section 2.06 and Section 3.01:   
   
SUCAMPO PHARMACEUTICALS, INC.   
   
   
By:    
 Name:   
 Title:   
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Agreed to and Accepted:   
   
JEFFERIES FINANCE LLC,   

as Administrative Agent   
   
   
By:    
 Name:   
 Title:   
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EXHIBIT F-1

 
FORM OF

UNITED STATES TAX COMPLIANCE CERTIFICATE
 

(For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes)
 

Reference is made to the Credit Agreement, dated as of October 16, 2015 (as amended, restated, amended and restated, extended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), as the
Borrower, each financial institution from time to time party hereto (collectively, the “Lenders” and individually, a “Lender”), and Jefferies Finance LLC, as
Administrative Agent and Collateral Agent. Capitalized terms used herein but not otherwise defined shall have the meaning given to such term in the
Credit Agreement.

 
Pursuant to the provisions of Section 3.01(e) of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial

owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) it is not a “bank” within the
meaning of Section 881(c)(3)(A) of the Internal Revenue Code of 1986, as amended, (the “Code”),
(iii) it is not a ten percent shareholder of the Borrower within the meaning of Section 881(c)(3)(B) and Section 871(h)(3)(B) of the Code, (iv) it is not a
“controlled foreign corporation” related to Borrower as described in Section 881(c)(3)(C) of the Code, and (v) no payments in connection with any Loan
Document are effectively connected with a United States trade or business conducted by the undersigned.

 
The undersigned has furnished the Administrative Agent and the Borrower with a correct and complete certificate of its non-U.S. person status on

Internal Revenue Service Form W-8BEN or Form W-8BEN-E, as applicable. By executing this certificate, the undersigned agrees that (1) if the information
provided on this certificate changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent in writing and (2) the
undersigned shall furnish the Borrower and the Administrative Agent a properly completed and currently effective certificate in either the calendar year in
which payment is to be made by the Borrower or the Administrative Agent to the undersigned, or in either of the two calendar years preceding such
payment. For the avoidance of doubt, such a certificate described in clause (2) of the preceding sentence shall be updated and provided by the undersigned
to the Administrative Agent and the Borrower prior to the next applicable payment date following a change described in clause (1) of the preceding
sentence.

 
[Signature Page Follows]
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  [Lender]
   
  By:  
   Name:
   Title:
    
    
  [Address]
   
   
   
Dated:                                      , 20[ ]   
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EXHIBIT F-2

 
FORM OF

UNITED STATES TAX COMPLIANCE CERTIFICATE
 

(For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes)
 

Reference is made to the Credit Agreement, dated as of October 16, 2015 (as amended, restated, amended and restated, extended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), each
financial institution from time to time party hereto (collectively, the “Lenders” and individually, a “Lender”), and Jefferies Finance LLC, as Administrative
Agent and Collateral Agent. Capitalized terms used herein but not otherwise defined shall have the meaning given to such term in the Credit Agreement.

 
Pursuant to the provisions of Section 3.01(e) of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the

Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are
the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii) neither the undersigned nor any of its direct or indirect
partners/members is a bank extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of
Section 881(c)(3)(A) of the Internal Revenue Code of 1986, as amended, (the “Code”), (iv) none of its direct or indirect partners/members is a ten percent
shareholder of the Borrower within the meaning of Section 881(c)(3)(B) and Section 871(h)(3)(B) of the Code, (v) none of its direct or indirect
partners/members is a “controlled foreign corporation” related to Borrower as described in Section 881(c)(3)(C) of the Code, and (vi) no payments in
connection with any Loan Document are effectively connected with the a United States trade or business conducted by the undersigned or its
partners/members.

 
The undersigned has furnished the Administrative Agent and the Borrower with a correct and complete Internal Revenue Service Form W-8IMY

accompanied by an Internal Revenue Service Form W-8BEN or Form W-8BEN-E, as applicable, from each of its partners/members claiming the portfolio
interest exemption, provided that, for the avoidance of doubt, the foregoing shall not limit the obligation of the Lender to provide, in the case of a
partner/member not claiming the portfolio interest exemption, a Form W-8BEN, Form W-8BEN-E, Form W-8ECI, Form W-9 or Form W-8IMY (including
appropriate underlying certificates from each interest holder of such partner/member), in each case establishing such partner/member’s available
exemption from U.S. federal withholding tax. By executing this certificate, the undersigned agrees that (1) if the information provided on this certificate
changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent and (2) the undersigned shall have at all times furnished the
Borrower and the Administrative Agent in writing with a properly completed and currently effective certificate in either the calendar year in which each
payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. For the avoidance of doubt, such a certificate
described in clause (2) of the preceding sentence shall be updated and provided by the undersigned to the Administrative Agent and the Borrower prior to
the next applicable payment date following a change described in clause (1) of the preceding sentence.

 
[Signature Page Follows]
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  [Lender]
   
  By:  
   Name:
   Title:
    
    
  [Address]
   
   
   
Dated:                                      , 20[ ]   
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EXHIBIT F-3

 
FORM OF

UNITED STATES TAX COMPLIANCE CERTIFICATE
 

(For Non-U.S. Participants That Are Not Partnerships For U.S. Federal Income Tax Purposes)
 

Reference is made to the Credit Agreement, dated as of October 16, 2015 (as amended, restated, amended and restated, extended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), as the
Borrower, each financial institution from time to time party hereto (collectively, the “Lenders” and individually, a “Lender”), and Jefferies Finance LLC, as
Administrative Agent and Collateral Agent. Capitalized terms used herein but not otherwise defined shall have the meaning given to such term in the
Credit Agreement.

 
Pursuant to the provisions of Section 3.01(e) and Section 10.06(d) of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole

record and beneficial owner of the participation in respect of which it is providing this certificate, (ii) it is not a bank within the meaning of Section 881(c)
(3)(A) of the Internal Revenue Code of 1986, as amended, (the “Code”), (iii) it is not a ten percent shareholder of the Borrower within the meaning of
Section 881(c)(3)(B) and Section 871(h)(3)(B) of the Code, (iv) it is not a “controlled foreign corporation” related to Borrower as described in Section
881(c)(3)(C) of the Code, and (v) no payments in connection with any Loan Document are effectively connected with a United States trade or business
conducted by the undersigned.

 
The undersigned has furnished its participating Lender with a correct and complete certificate of its non-U.S. person status on Internal Revenue

Service Form W-8BEN or Form W-8BEN-E, as applicable. By executing this certificate, the undersigned agrees that (1) if the information provided on this
certificate changes, the undersigned shall promptly so inform such Lender in writing and (2) the undersigned shall have at all times furnished such Lender
with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in
either of the two calendar years preceding such payments. For the avoidance of doubt, such a certificate described in clause (2) of the preceding sentence
shall be updated and provided by the undersigned to its participating Lender prior to the next applicable payment date following a change described in
clause (1) of the preceding sentence.

 
[Signature Page Follows]
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  [Participant]
   
  By:  
   Name:
   Title:
    
    
  [Address]
   
   
   
Dated:                                      , 20[ ]   
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EXHIBIT F-4

 
FORM OF

UNITED STATES TAX COMPLIANCE CERTIFICATE
 

(For Non-U.S. Participants That Are Partnerships For U.S. Federal Income Tax Purposes)
 

Reference is made to the Credit Agreement, dated as of October 16, 2015 (as amended, restated, amended and restated, extended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), as the
Borrower, each financial institution from time to time party hereto (collectively, the “Lenders” and individually, a “Lender”), and Jefferies Finance LLC, as
Administrative Agent and Collateral Agent. Capitalized terms used herein but not otherwise defined shall have the meaning given to such term in the
Credit Agreement.

 
Pursuant to the provisions of Section 3.01(e) and Section 10.06(d) of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole

record owner of the participation in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners
of such participation, (iii) neither the undersigned nor any of its direct or indirect partners/members is a bank extending credit pursuant to a loan agreement
entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Internal Revenue Code of 1986, as amended,
(the “Code”), (iv) none of its direct or indirect partners/members is a ten percent shareholder of the Borrower within the meaning of Section 881(c)(3)(B)
and Section 871(h)(3)(B) of the Code, (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to Borrower as
described in Section 881(c)(3)(C) of the Code, and (vi) no payments in connection with any Loan Document are effectively connected with a United States
trade or business conducted by the undersigned’s or its partners/members.

 
The undersigned has furnished its participating Lender with a correct and complete Internal Revenue Service Form W-8IMY accompanied by an

Internal Revenue Service Form W-8BEN or Form W-8BEN-E, as applicable, from each of its partners/members claiming the portfolio interest exemption,
provided that, for the avoidance of doubt, the foregoing shall not limit the obligation of the participant to provide, in the case of a partner/member not
claiming the portfolio interest exemption, a Form W-8BEN, Form W-8BEN-E, Form W-8ECI, Form W-9 or Form W-8IMY (including appropriate
underlying certificates from each interest holder of such partner/member), in each case establishing such partner/member’s available exemption from U.S.
federal withholding tax. By executing this certificate, the undersigned agrees that (1) if the information provided on this certificate changes, the
undersigned shall promptly so inform such Lender in writing and (2) the undersigned shall have at all times furnished such Lender with a properly
completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two
calendar years preceding such payments. For the avoidance of doubt, such a certificate described in clause (2) of the preceding sentence shall be updated
and provided by the undersigned to its participating Lender prior to the next applicable payment date following a change described in clause (1) of the
preceding sentence.

 
[Signature Page Follows]
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  [Participant]
   
  By:  
   Name:
   Title:
    
    
  [Address]
   
   
   
Dated:                                      , 20[ ]   
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Form of Security Agreement

 
 
 

 
 
 

 
 

SECURITY AGREEMENT
 

dated as of October 16, 2015
 

among
 

SUCAMPO PHARMACEUTICALS, INC.
 

THE OTHER LOAN PARTIES FROM TIME TO TIME PARTY HERETO
 

and
 

JEFFERIES FINANCE LLC,
 

as Collateral Agent
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SECURITY AGREEMENT

 
SECURITY AGREEMENT dated as of October 16, 2015 (as amended, restated, supplemented or otherwise modified from time to time, this “Agreement”)
among Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), the other Loan Parties from time to time party hereto and Jefferies Finance
LLC, as collateral agent for the Finance Parties (in such capacity, together with its successor or successors in such capacity, the “Collateral Agent”).

 
WHEREAS, the Borrower has entered into the Credit Agreement dated as of the date hereof (as amended, restated, supplemented or otherwise modified
from time to time, the “Credit Agreement”) among the Borrower, the other lending institutions from time to time party thereto (each a “Lender” and,
collectively, the “Lenders”) and Jefferies Finance LLC, as administrative agent and collateral agent; and

 
WHEREAS, it is a condition precedent to Lenders making the Loans to the Borrowers pursuant to the Credit Agreement that each Loan Party has agreed
or will agree to grant a continuing security interest in favor of the Collateral Agent, for the benefit of the Finance Parties, in and to the Collateral to secure
the Finance Obligations.

 
WHEREAS, each Subsidiary Guarantor has entered into the Guaranty, pursuant to which the Loan Parties have guaranteed the Guaranteed Obligations (as
defined therein); and

 
WHEREAS, each Loan Party will derive substantial benefit from the Lenders’ making the Loans to the Borrower by virtue of their common corporate
enterprise.

 
NOW, THEREFORE , in consideration of the foregoing, the mutual covenants and obligations herein set forth and for other good and valuable
consideration, the sufficiency and receipt of which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby agree as follows:

 
ARTICLE I

DEFINITIONS
 

Section 1.01 Terms Defined in the Credit Agreement . All capitalized terms used in this Agreement and recitals hereto which are defined in the
Credit Agreement and which are not otherwise defined herein shall have the respective meanings set forth therein.

 
Section 1.02 Terms Defined in the UCC. Unless otherwise defined herein or in the Credit Agreement or the context otherwise requires, the

following terms, together with any uncapitalized terms used herein which are defined in Article 8 or 9 of the UCC, have the respective meanings provided
in the UCC: (i) As-Extracted Collateral; (ii) Certificated Security; (iii) Chattel Paper; (iv) Commodity Account;
(v) Commodity Intermediary; (vi) Documents; (vii) Electronic Chattel Paper; (viii) Financial Asset; (ix) Goods; (x) Instruments; (xi) Inventory; (xii)
Investment Property; (xiii) Payment Intangibles; (xiv) Proceeds; (xv) Securities Account; (xvi) Securities Intermediary; (xvii) Security; (xviii) Security
Certificate; (xix) Security Entitlement; and (xx) Uncertificated Security.

 
Section 1.03 Additional Definitions. The following additional terms, as used in this Agreement, have the following respective meanings:

 
“Account Control Agreement” means (i) with respect to a Deposit Account, a deposit account control agreement containing terms, and in form and
substance, reasonably acceptable to the Collateral Agent, among one or more Loan Parties, the Collateral Agent and the bank which maintains such
Deposit Account (with execution of such agreement being conclusive evidence of such approval), (ii) with respect to a Securities Account, a securities
account control agreement containing terms, and in form and substance, reasonably acceptable to the Collateral Agent (with execution of such agreement
being conclusive evidence of such approval), among one or more Loan Parties, the Collateral Agent and the Securities Intermediary which maintains such
Securities Account and (iii) with respect to a Commodity Account, a commodity account control agreement containing terms, and in form and substance,
reasonably acceptable to the Collateral Agent (with execution of such agreement being conclusive evidence of such approval), among one or more Loan
Parties, the Collateral Agent and the Commodity Intermediary which maintains such Commodity Account, in each case as the same may be amended,
modified or supplemented from time to time.
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“Account Debtor” means an “account debtor” (as defined in the UCC), and also means and includes Persons obligated to pay negotiable instruments and
other Receivables.

 
“Accounts” means (i) all “accounts” (as defined in the UCC), (ii) all of the rights of any Loan Party in, to and under all purchase orders for goods, services
or other property, (iii) all of the rights of any Loan Party to any goods, services or other property represented by any of the foregoing (including returned or
repossessed goods and unpaid seller’s rights of rescission, replevin, reclamation and rights to stoppage in transit) and (iv) all monies due to or to become
due to any Loan Party under any and all contracts for any of the foregoing (in each case, whether or not yet earned by performance on the part of such Loan
Party), including, without limitation, the right to receive the Proceeds of said purchase orders and contracts, and all Supporting Obligations of any kind
given by any Person with respect to all or any of the foregoing.

 
“Borrower” has the meaning set forth in the preamble hereto.

 
“Claims” means all “commercial tort claims” (as defined in the UCC), including, without limitation, each of the claims described on Schedule 1.03 (to the
extent such claims are in excess of $1,000,000), as such Schedule may be amended, modified or supplemented by the Loan Parties from time to time.

 
“Collateral” has the meaning set forth in Section 2.02.

 
“Collateral Account” means any Securities Account or Deposit Account (including the Nomura Account and each Controlled Account, but excluding each
Exempt Account) established with or in the possession or under the control of the Collateral Agent, for the benefit of the Finance Parties, into which cash
or cash Proceeds of any Collateral are deposited from time to time, collectively.

 
“Collateral Agent” has the meaning set forth in the introductory section hereof.

 
“Computer Hardware” means all computer and other electronic data processing hardware of a Loan Party, whether now or hereafter owned or leased by
such Loan Party, including, without limitation, all integrated computer systems, central processing units, memory units, display terminals, printers,
features, computer elements, card readers, tape drives, hard and soft disk drives, cables, electrical supply hardware, generators, power equalizers,
accessories, peripheral devices and other related computer hardware, all documentation, manuals, training materials and charts and all options, warranties,
services contracts, program services, test rights, maintenance rights, support rights, renewal rights and indemnifications relating to any of the foregoing.

 
“Contracts” means, collectively, with respect to each Loan Party, the Transaction Documents, all sale, service, performance, equipment or property lease
contracts, agreements and grants and all other contracts, agreements or grants (in each case, whether written or oral, or third party or intercompany),
between such Loan Party and any third party, and all assignments, amendments, restatements, supplements, extensions, renewals, replacements or
modifications thereof.
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“Controlled Accounts” means the Notes Redemption Collateral Account, the Squeeze-Out Collateral Account, the Restricted Cash Collateral Account and
the Founders Share Purchase Collateral Account.

 
“Copyrights” means all United States and foreign copyrights (including community designs), including, but not limited to, copyrights in software and
databases, and all Mask Works (as defined under 17 U.S.C.§ 901 of the U.S. Copyright Act), whether registered or unregistered, and, with respect to any
and all of the foregoing: (i) all registrations and applications therefor including, without limitation, the registrations and applications referred to in Section
II(B)(1) of any Loan Party’s Perfection Certificate (as such schedule may be amended, modified or supplemented from time to time by such Loan Party), (ii)
all extensions and renewals thereof, (iii) all claims for, and rights to sue for, past, present or future infringements and other violations thereof; (iv) all
Proceeds of the foregoing, including, without limitation, all income, license fees, royalties, damages and payments now or hereafter due or payable with
respect to any of the foregoing, including damages and payments for past, present or future infringements or other violations thereof; and (v) all other
rights corresponding thereto throughout the world.

 
“Copyright License” means any agreement now or hereafter in existence granting to any Loan Party any rights, whether exclusive or non-exclusive, any
rights under another Person’s Copyrights, or pursuant to which any Loan Party has granted to any other Person, any right, whether exclusive or non-
exclusive, with respect to any Copyright, whether or not registered, including, without limitation, the Copyright Licenses described on Section II(B)(1) of
any Loan Party’s Perfection Certificate (as each such schedule may be amended, modified or supplemented from time to time by such Loan Party).

 
“Copyright Security Agreement” means a grant of Security Interest in United States Copyrights, substantially in the form of Exhibit C hereto, between one
or more Loan Parties and the Collateral Agent, as the same may be amended, modified or supplemented from time to time.

 
“Credit Agreement” has the meaning set forth in the introductory section hereof.

 
“Deposit Accounts” means all “deposit accounts” (as defined in the UCC) and also means and includes all demand, time, savings, passbook or similar
accounts maintained by a Loan Party with a bank or other financial institution, whether or not evidenced by an Instrument, all cash and other funds held
therein and all passbooks related thereto and all certificates and Instruments, if any, from time to time representing, evidencing or deposited into such
deposit accounts.

 
“Domain Names” means all Internet domain names and associated uniform resource locator addresses.

 
“Equipment” means all “equipment” (as defined in the UCC), including all items of machinery, equipment, Computer Hardware, furnishings and fixtures
of every kind, whether or not affixed to real property, as well as all motor vehicles, automobiles, trucks, trailers, railcars, barges and vehicles of every
description, handling and delivery equipment, all additions to, substitutions for, replacements of or accessions to any of the foregoing, all attachments,
components, parts (including spare parts) and accessories whether installed thereon or affixed thereto and all fuel for any thereof and all options,
warranties, service contracts, program services, test rights, maintenance rights, support rights, improvement rights and indemnification relating to any of
the foregoing.

 
“Excepted Instruments” has the meaning specified in Section 4.03.

 
“Exempt Account” means (i) any Deposit Account that is used solely for payroll, employee benefits, payroll or withholding tax payments and earnest
money, escrow deposits or any other fiduciary or trust accounts pursuant to which any Grantor receives collections on behalf of third parties and (ii) any
Deposit
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Account, Securities Account or Commodities Account that is a zero-balance account; provided, however, in no event shall the Nomura Account or any
Controlled Account be an Exempt Account.

 
“Founder Share Purchase Collateral Account” means the Securities Account numbered ###-##### and held with Jefferies LLC.

 
“General Intangibles” means all “general intangibles” (as defined in the UCC) and also means and includes (i) all Payment Intangibles and other
obligations and indebtedness owing to any Loan Party (other than Accounts), from whatever source arising, (ii) all Claims, Judgments and/or Settlements,
(iii) all rights or claims in respect of refunds for taxes paid, (iv) all rights in respect of any pension plans or similar arrangements maintained for employees
of any Loan Party or any ERISA Affiliate, (v) all interests in limited liability companies and/or partnerships which interests do not constitute Securities,
(vi) all Supporting Obligations of any kind given by any Person with respect to all or any of the foregoing, (vii) all of such Loan Party’s rights, title and
interest in, to and under all Contracts and insurance policies (including all rights and remedies relating to monetary damages, including indemnification
rights and remedies, and claims for damages or other relief pursuant to or in respect of any Contract), (viii) all Intellectual Property, and (ix) all licenses,
consents, permits, variances, certifications, authorizations and approvals, however characterized, now or hereafter acquired or held by such Loan Party,
including building permits, certificates of occupancy, environmental certificates, industrial permits or licenses, Company Regulatory Permits and
certificates of operation.

 
“Intellectual Property” means all Copyrights, Patents and Trademarks, as well as any right, title, and interest in or to Trade Secrets and Domain Names.

 
“Judgments” means all judgments, decrees, verdicts, decisions or orders issued in resolution of or otherwise in connection with a Claim, whether or not
final or subject to appeal, and including all rights of enforcement relating thereto and any and all Proceeds thereof.

 
“Letter-of-Credit Right” means all “letter-of-credit rights” (as defined in the UCC) and also means and includes all rights of a Loan Party to demand
payment or performance under a letter of credit (as defined in Article V of the UCC).

 
“License” means any Patent License, Trademark License, Copyright License, Software License or other license or sublicense as to which any Loan Party is
a party (other than those license agreements referred to in clauses (e) or (f) of the proviso in Section 2.02(a)); provided that rights to payments under any
such license shall be included in the Collateral to the extent permitted thereby or by Sections 9-406 and 9-408 of the UCC).

 
“Notes Redemption Collateral Account” means the Securities Account numbered ######### and held with Jefferies LLC.

 
“Patents” means all United States and foreign patents and patent applications, including, without limitation, the patents and patent applications referred to
in Section II(B)(2) of any Loan Party’s Perfection Certificate (as each such schedule may be amended, modified or supplemented from time to time by such
Loan Party), and, with respect to any and all of the foregoing: (i) all reissues, reexaminations, divisions, continuations, continuations-in-part, revisions,
renewals or extensions thereof;
(ii)    all claims for, and rights to sue for, past, present or future infringements and other violations thereof;
(iii)      all Proceeds of the foregoing, including, without limitation, all income, license fees, royalties, damages and payments now or hereafter due or
payable with respect to any of the foregoing, including damages and payments for past, present or future infringements or other violations thereof; and (iv)
all other rights corresponding thereto throughout the world.
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“Patent License” means any agreement now or hereafter in existence granting to any Loan Party any right, whether exclusive or non-exclusive, with respect
to any Person’s Patent or any invention now or hereafter in existence, whether or not patentable, or pursuant to which any Loan Party has granted to any
other Person any right, whether exclusive or nonexclusive, with respect to any Patent or any invention now or hereafter in existence, whether or not
patentable and whether or not a Patent or application for Patent is in or hereafter comes into existence on such invention, including, without limitation, the
Patent Licenses described on Section II(B)(2) of any Loan Party’s Perfection Certificate (as each such schedule may be amended, modified or supplemented
from time to time by such Loan Party).

 
“Patent Security Agreement” means a grant of Security Interest in United States Patents, substantially in the form of Exhibit A hereto, between one or more
Loan Parties and the Collateral Agent, as the same may be amended, modified or supplemented from time to time.

 
“Perfection Certificate” means with respect to each Loan Party a certificate, substantially in the form of Exhibit G-3 to the Credit Agreement, completed
and supplemented with the schedules and attachments contemplated thereby.

 
“Receivables” means all Accounts, all Payment Intangibles, all Instruments, all Chattel Paper, all Electronic Chattel Paper, all Letter-of-Credit Rights and
all Supporting Obligations supporting or otherwise relating to any of the foregoing.

 
“Recordable Intellectual Property” means Copyrights, Patents and Trademarks, the transfer of which is required to be recorded in the United States Patent
and Trademark Office or the United States Copyright Office (or, upon the request of the Collateral Agent, in any similar office or agency of any other
jurisdiction) in order to be effective against subsequent third party transferees without notice of such transfer; provided that the following shall not be
considered “Recordable Intellectual Property” hereunder: (i) unregistered Copyrights and Trademarks and (ii) Licenses.

 
“Representative” has the meaning set forth in Section 5.05.

 
“Requisite Priority Lien” means a valid, enforceable and perfected first priority security interest in favor of the Collateral Agent for the benefit of the
Finance Parties and securing the Finance Obligations.

 
“Restricted Cash Collateral Account” means the Securities Account numbered #########] and held with Jefferies LLC.

 
“Security Interest” means the security interest granted pursuant to Section 2.01 in favor of the Collateral Agent for the benefit of the Finance Parties
securing the Finance Obligations.

 
“Settlements” means all right, title and interest of a Loan Party in, to and under any settlement agreement or other agreement executed in settlement or
compromise of any Claim, including all rights to enforce such agreements and all payments thereunder or arising in connection therewith.

 
“Software” means all “software” (as defined in the UCC), and also means and includes all software programs, whether now or hereafter owned, licensed or
leased by a Loan Party, designed for use on Computer Hardware, including all operating system software, utilities and application programs in whatever
form and whether or not embedded in goods, all source code and object code in magnetic tape, disk or hard copy format or any other listings whatsoever,
all firmware associated with any of the foregoing all documentation, flowcharts, logic diagrams, manuals, specifications, training materials, charts and
pseudo codes associated with any of the foregoing, all options, warranties, services contracts,
program services, test rights, maintenance rights, support rights, renewal rights and indemnifications relating to any of the foregoing and all media upon
which the foregoing is located.

 
“Software License” means any agreement (whether such agreement is also a Copyright License, Patent License and/or Trademark License) now or hereafter
in existence granting to any Loan Party any right, whether exclusive or non-exclusive, to use another Person’s Software, or pursuant to which any Loan
Party has granted to any other Person any right, whether exclusive or non-exclusive, to use any Software, whether or not subject to any registration.
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“Squeeze-Out Collateral Account” means the Securities Account numbered ######### and held with Jefferies LLC.
 

“Supporting Obligation” means a Letter-of-Credit Right, Guaranty Obligation or other secondary obligation supporting or any Lien securing the payment
or performance of one or more Receivables, General Intangibles, Documents or Investment Property.

 
“Tender Offer Document Rights” means, with respect to each Grantor, collectively, all of such Grantor’s rights, title and interest in, to and under the Tender
Offer Documents, including (i) all rights and remedies relating to monetary damages, including indemnification rights and remedies, and claims for
damages or other relief pursuant to or in respect of the Tender Offer Documents, (ii) all rights and remedies relating to monetary damages, including
indemnification rights and remedies, and claims for monetary damages under or in respect of the agreements, documents and instruments referred to in the
Tender Offer Documents or related thereto and (iii) all proceeds, collections, recoveries and rights of subrogation with respect to the foregoing.

 
“Trade Secrets” means any trade secrets or other proprietary and confidential information, including unpatented inventions, invention disclosures,
engineering or other technical data, financial data, procedures, know-how, designs, personal information, supplier lists, customer lists, business,
production or marketing plans, formulae, methods (whether or not patentable), processes, compositions, schematics, ideas, algorithms, techniques,
analyses, proposals, source code, object code and data collections.

 
“Trademarks” means all United States and foreign trademarks, trade names, corporate names, company names, business names, fictitious business names,
trade styles, service marks, logos, certification marks, collective marks, brand names, trademark rights arising out of domain names and trade dress which
are or have been used in the United States, in any state, province or territory or possession thereof, or in any other place, nation or jurisdiction, package and
other designs, and any other source or business identifiers, and general intangibles of like nature, and the rights in any of the foregoing which arise under
applicable Law, in each case whether registered or unregistered, and with respect to any and all of the foregoing: (i) the goodwill of the business
symbolized thereby or associated therewith; (ii) all registrations and applications in connection therewith, including registrations and applications in the
United States Patent and Trademark Office or in any similar office or agency of the United States, any state thereof or any other country or any political
subdivision thereof, and including, without limitation, the registrations and applications referred to in Section II(B)(3) of any Loan Party’s Perfection
Certificate (as each such schedule may be amended, modified or supplemented from time to time); (iii) all extensions and renewals thereof; (iv) all claims
for, and rights to sue for, past, present or future infringements, dilutions, and other violations thereof; (v) all Proceeds of the foregoing, including, without
limitation, all income, license fees, royalties, damages and payments now or hereafter due or payable with respect to any of the foregoing, including
damages and payments for past, present or future infringements, dilutions, or other violations thereof; and (vi) all other rights corresponding thereto
throughout the world.
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“Trademark License” means any agreement now or hereafter in existence granting to any Loan Party any right, whether exclusive or non-exclusive, to use
another Person’s trademarks or trademark applications, or pursuant to which any Loan Party has granted to any other Person any right, whether exclusive or
non- exclusive, to use any Trademark, whether or not registered, including, without limitation, the Trademark Licenses described on Section II(B)(3) of any
Loan Party’s Perfection Certificate (as each such schedule may be amended, modified or supplemented from time to time by such Loan Party).

 
“Trademark Security Agreement” means a grant of Security Interest in United States Trademarks, substantially in the form of Exhibit B hereto, between
one or more Loan Parties and the Collateral Agent, as the same may be amended, modified or supplemented from time to time.

 
“UCC” means the Uniform Commercial Code as in effect from time to time in the State of New York; provided that if by reason of mandatory provisions of
Law, the perfection, the effect of perfection or non- perfection or the priority of the Security Interests in any Collateral is governed by the Uniform
Commercial Code as in effect in a jurisdiction other than New York, “UCC” means the Uniform Commercial Code as in effect in such other jurisdiction for
purposes of the provisions hereof relating to such perfection, effect of perfection or non-perfection or priority.

 
Section 1.04 Terms Generally. The definitions in Sections 1.02 and 1.03 shall apply equally to both the singular and plural forms of the terms

defined, except for terms defined in both the singular and the plural form. Whenever the context may require, any pronoun shall include the corresponding
masculine, feminine and neuter forms. The words “include”, “includes” and “including” shall be deemed to be followed by the phrase “without
limitation”. All references herein to Articles, Sections, Exhibits and Schedules shall be deemed references to Articles and Sections of, and Exhibits and
Schedules to, this Agreement unless the context shall otherwise require. Unless otherwise expressly provided herein, the word “day” means a calendar day.

 
ARTICLE II

THE SECURITY INTERESTS
 

Section 2.01 Grant of Security Interests. To secure the due and punctual payment of the Finance Obligations, howsoever created, arising or
evidenced, whether direct or indirect, absolute or contingent, now or hereafter existing or due or to become due, in accordance with the terms thereof and
to secure the performance of all of the obligations of each Loan Party hereunder and under the other Finance Documents in respect of the Finance
Obligations of each Loan Party, each Loan Party hereby grants to the Collateral Agent for the benefit of the Finance Parties a security interest in, and each
Loan Party hereby pledges and collaterally assigns to the Collateral Agent, for the benefit of the Finance Parties, all of such Loan Party’s right, title and
interest in, to and under the Collateral.

 
Section 2.02 Collateral.

 
(a)                  All right, title and interest of each Loan Party in, to and under the following property, whether now owned or existing or

hereafter created or acquired by a Loan Party, whether tangible or intangible, and regardless of where located, are herein collectively referred to as the
“Collateral”:

 
(i)             all Receivables;

 
(ii) all Inventory and all Goods;

 
(iii) all General Intangibles;
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(iv) all Intellectual Property;
 

(v) all Documents, all Instruments and all Chattel Paper;
 

(vi) all Equipment;
 

(vii)         all Investment Property and all Supporting Obligations of any kind given by any Person with respect thereto;
 

(viii) all money;
 

(ix) all Deposit Accounts, all Securities Accounts and all Commodity Accounts;
 

(x) all As-Extracted Collateral;
 

(xi)            the Collateral Accounts, all cash and other property deposited therein or credited thereto from time to time and other
monies and property of any kind of any Loan Party maintained with or in the possession of or under the control of the Collateral Agent;

 
(xii)           all Claims set forth on Schedule 1.03 (as such schedule may be amended or supplemented from time to time);

 
(xiii) all Tender Offer Documents and all Tender Offer Document Rights;

 
(xiv) all Letter-of-Credit Rights;

 
(xv) all Supporting Obligations;

 
(xvi)         all books and records (including customer lists, credit files, computer programs, printouts and other computer

materials and records) of each Loan Party pertaining to any of the Collateral;
 

(xvii) all other personal property and fixtures; and
 

(xviii)        to the extent not otherwise included, all Proceeds of all or any of the Collateral described in clauses (i) through (xvii)
above;

 
provided, however, that the Collateral shall not include and no Security Interest shall be deemed granted in: (a) Equity Interests in excess of 65% of each
class of Equity Interests entitled to vote (within the meaning of Treasury Regulation Section 1.956-2(c)(2)) of (A) a Foreign Subsidiary, directly owned by
any Loan Party, that constitutes a CFC or (B) a Domestic Subsidiary, directly owned by any Loan Party, that is a CFC Holdco; (b) any Equity Interests to
the extent the pledge thereof would be prohibited by applicable Law, (c) any intent-to-use (ITU) United States application for registration of a Trademark,
for which an amendment to allege use or statement of use has not been filed under 15 U.S.C. § 1051(c) or 15 U.S.C. § 1051(d), respectively, in each case,
only to the extent the grant of security interest in such intent- to-use Trademark would impair the validity or enforceability of any registration that issues
from such intent-to-use application under applicable Law and only unless and until a “Statement of Use” or “Amendment to Allege Use” is filed with the
United States Patent and Trademark Office; (d) motor vehicles or other assets subject to certificates of title (to the extent a lien thereon cannot be perfected
by the filing of a UCC (or similar) financing statement); (e) any permit, franchise, charter ,authorization or
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license issued by a Governmental Authority to any Loan Party, in each case, only to the extent and for so long as the terms of such permit, franchise,
charter, authorization or license or any requirement of Law applicable thereto, validly prohibit the creation by such Loan Party of a security interest in
such permit, franchise, charter, authorization or license in favor of the Collateral Agent or requires any consent or establishes any other condition for, an
assignment thereof or a grant of a security interest therein by a Loan Party, or would give any party to such permit, franchise, charter, authorization or
license other than a Group Company an enforceable right to terminate its obligations thereunder or any material rights therein (in each case, after giving
effect to Sections 9-406(d), 9-407(a), 9-408(a) or 9-409 of the UCC (or any successor provision or provisions) or any other applicable Law (including the
Bankruptcy Code) or principles of equity; (f) any contract or agreement, including any lease, license, property right or other similar agreement, or any
property subject to a purchase money security interest or similar arrangement, in each case, only to the extent and for so long as the creation of a security
interest in such lease, license, property right or other similar agreement or property in favor of the Collateral Agent would violate or invalidate such lease,
license, property right or other similar agreement or purchase money or similar arrangement or any requirement of Law applicable thereto, or requires any
consent for an assignment thereof or a grant of a security interest therein by a Loan Party, or the terms thereof would give any party to such contract,
agreement or purchase money arrangement (other than a Group Company) an enforceable right to terminate its obligations thereunder or any material
rights therein (in each case, after giving effect to Sections 9-406(d), 9-407(a), 9-408(a) or 9-409 of the UCC (or any successor provision or provisions) or
any other applicable Law (including the Bankruptcy Code) or principles of equity), provided that such exclusion does not apply to (and the Collateral
shall include) (x) any contract or agreement which is solely among the Group Companies and (y) proceeds and receivables of such leases, licenses,
property right or other similar agreements, or property the assignment of which is expressly deemed effective under the UCC and other applicable Laws,
notwithstanding the prohibitions on the assignment of such underlying leases, licenses or other similar agreements or purchase money arrangements; (g)
any controlled substances or prescription drugs, only to the extent and for so long as the creation by such Loan Party of a security interest in such
controlled substances or prescription drugs would violate any requirement of Law applicable thereto; (h) any fee owned real property of any Loan Party
with a value less than […***…]; (i) any leased real property; (j) any Claim having a value of less than […***…], so long as the aggregate value of Claims
excluded pursuant to this clause (j) does not exceed […***…]; (k) any Letter-of-Credit Right other than to the extent (A) that a security interest therein
can be perfected by the filing of a UCC (or similar) financing statement or (B) such Letter-of- Credit Right constitutes Supporting Obligations of Collateral
that is not otherwise excluded from the definition of Collateral; (l) margin stock; (m) Exempt Accounts; and (n) to the extent (and for so long as) prohibited
by applicable Law, or requiring the consent of any Person (other than any Group Company) (to the extent such consent has not been obtained) under, or
prohibited by the terms of any applicable Organizational Documents (other than the Organizational Documents of any Group Company), joint venture
agreement or shareholders’ agreement, Equity Interests in any Person that is not a Wholly Owned Subsidiary of the Borrower. For the avoidance of doubt,
with respect to Intellectual Property, the grant of a Security Interest and pledge and collateral assignment in Section 2.01 hereof shall not be deemed an
assignment of Intellectual Property to the Collateral Agent.

 
(b)                 Notwithstanding anything herein to the contrary, the foregoing Section 2.02(a) shall not require the creation or perfection of

pledges of or security interests in particular assets (i) as to which the Collateral Agent and the Borrower agree in writing that the costs of obtaining such a
security interest or perfection thereof are excessive in relation to the value to the Lenders of the security to be afforded thereby or (ii) to the extent a
security interest in such assets would result in material adverse tax consequences to the Borrower and its Subsidiaries as reasonably determined by the
Borrower, in consultation with (but without the consent of) the Collateral Agent. The Collateral Agent may grant extensions of time for the perfection of
security interests in particular assets (including extensions beyond the Closing Date for the perfection of security interests in the assets of any Loan Party
on such date)
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where it reasonably determines that perfection cannot be accomplished without undue effort or expense by the time or times at which it would otherwise
be required by this Agreement or the other Loan Documents.

 
Section 2.03 Continuing Liability of Each Loan Party. Notwithstanding anything herein to the contrary, each Loan Party shall remain liable

under each of the agreements included in the Collateral to the same extent as if this Agreement had not been executed, all in accordance with and pursuant
to the terms and provisions thereof. Neither of the Collateral Agent nor any Finance Party shall have any obligation or liability under any such agreements
by reason of or arising out of this Agreement or the receipt by the Collateral Agent or any Finance Party of any payment relating to any Collateral, nor
shall the Collateral Agent or any Finance Party be required to perform or fulfill any of the obligations of any Loan Party with respect to any of the
Collateral, to make any inquiry as to the nature or sufficiency of any payment received by it or the sufficiency of the performance of any party’s
obligations with respect to any Collateral. Furthermore, neither the Collateral Agent nor any Finance Party shall be required to file any claim or demand to
collect any amount due or to enforce the performance of any party’s obligations with respect to the Collateral.

 
Section 2.04 [Reserved]

 
Section 2.05 Continuing Liabilities Under Collateral. Except as expressly provided herein or in any Finance Document, (i) each Loan Party

shall remain liable for all obligations under the Collateral and nothing contained herein is intended or shall be a delegation of duties to the Collateral
Agent or any Finance Party, (ii) each Loan Party shall remain liable under each of the agreements included in the Collateral, to perform all of the
obligations undertaken by it thereunder to the same extent as if this Agreement had not been executed, all in accordance with and pursuant to the terms
and provisions thereof (except following any change in owner of any Loan Party resulting from the exercise by the Collateral Agent of its rights hereunder
or otherwise released hereunder) and neither the Collateral Agent nor any Finance Party shall have any obligation or liability under any of such
agreements by reason of or arising out of this Agreement or any other document related thereto nor shall the Collateral Agent nor any other Finance Party
have any obligation to make any inquiry as to the nature or sufficiency of any payment received by it or have any obligation to take any action to collect
or enforce any rights under any agreement included in the Collateral and (iii) the exercise by the Collateral Agent of any of its rights hereunder shall not
release any Loan Party from any of its duties or obligations under the contracts and agreements included in the Collateral.

 
ARTICLE III 

REPRESENTATIONS AND WARRANTIES
 

Each Loan Party represents and warrants as of the date hereof and on and as of each date as required by Section 6.02 of the Credit Agreement that:
 

Section 3.01 Title to Collateral.
 

(a)                  Each Loan Party has good title to all of its Collateral, free and clear of all Liens, except for Permitted Liens. No Collateral
having a value individually or collectively in excess of
[…***…] (other than Inventory in transit by its nature movable, Inventory in the possession of a carrier or similar bailee, Equipment absent for repair or
replacement) is in the possession or control of any Person (other than a Loan Party or its employees) asserting any claim thereto or security interest therein,
except that the Collateral Agent (on behalf of itself and the Finance Parties) or its designees may have possession and/or control of Collateral as
contemplated hereby and by the other Loan Documents and
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holders of Permitted Liens or their respective designees may have possession and/or control of Collateral as permitted by the other Loan Documents.

 
(b)                 All information supplied by any Loan Party with respect to any of the Collateral (in each case taken as a whole with respect

to any particular Collateral) is accurate and complete in all material respects.
 

Section 3.02 Validity, Perfection and Priority of Security Interests.
 

(a)                  The Security Interest constitutes a valid security interest in the Collateral under the UCC securing the Finance Obligations.
 

(b)                 When UCC financing statements stating that the same covers “all assets of the Debtor”, “all personal property of the Debtor”
or words of similar import shall have been timely and properly filed in the offices specified in Schedule 4.01, the Security Interests will constitute a
Requisite Priority Lien in all right, title and interest of such Loan Party in the Collateral to the extent that a security interest therein may be perfected by
filing pursuant to the UCC, prior to all other Liens and right of others therein except for Permitted Liens.

 
(c)                  When each Patent Security Agreement and Trademark Security Agreement has been timely and properly recorded with the

United States Patent and Trademark Office, and each Copyright Security Agreement has been timely and properly recorded with the United States
Copyright Office, and the financing statements filed as provided in clause (b) above, the Security Interest will constitute a Requisite Priority Lien in all
right, title and interest of such Loan Party in the Recordable Intellectual Property therein described to the extent that a security interest therein may be
perfected by such filing pursuant to applicable Law, prior to all other Liens and right of others therein except for Permitted Liens (it being understood that
subsequent recordings in the United States Patent and Trademark Office and the United States Copyright Office may be necessary to perfect a Security
Interest in Recordable Intellectual Property acquired by the Loan Parties after the Closing Date).

 
(d)                 When any action that may be necessary to obtain control over the Deposit Accounts, Securities Accounts and Commodity

Accounts constituting Collateral has been taken, the Security Interest will constitute a Requisite Priority Lien in all right, title and interest of the Loan
Parties in such Deposit Accounts, Securities Accounts and Commodity Accounts, as applicable, subject thereto, to the extent that a security interest therein
may be perfected by control, prior to all other Liens other than Permitted Liens and rights of others therein and subject to no adverse claims except for
Permitted Liens.

 
(e)                  So long as such Loan Party is in compliance with the provisions of Section 4.09, the Security Interest will constitute a

Requisite Priority Lien in all right, title and interest of such Loan Party in all Electronic Chattel Paper constituting Collateral, prior to all other Liens other
than Permitted Liens and rights of others therein.

 
The Security Interest created hereunder in favor of the Collateral Agent for the benefit of the Finance Parties is prior to all other Liens on the
Collateral except for Permitted Liens having priority over the Collateral Agent’s Lien by operation of Law or otherwise as permitted under the Credit
Agreement.

 
Section 3.03 No Consents. Except for filings necessary to perfect the Security Interest, no order, material consent, approval, license, notice to,

action by, authorization or validation of, or filing, recording or registration with, or exemption by any Governmental Authority is required to be obtained
by such Loan Party in connection with the execution, delivery or performance of this Agreement, or in connection with the exercise of the rights and
remedies of the Collateral Agent pursuant to this
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Agreement, except (i) as may be required to perfect (as described in Schedule 4.01) and maintain the perfection of the security interests created hereby, (ii)
with respect to Receivables subject to the Federal Assignment of Claims Act, (iii) such consent, order, approval, license, authorization, validation, filing,
recordation, registration or exemption obtained on or prior to the Closing Date, or (iv) in connection with the disposition of the Collateral by Laws
affecting the offering and sale of securities generally; provided, however, that (a) the registration of Copyrights in the United States Copyright Office may
be required to obtain a security interest therein that is effective against subsequent transferees under United States federal copyright Law and (b) to the
extent that recordation of the Security Interest in favor of the Collateral Agent in the United States Patent and Trademark Office or the United States
Copyright Office is necessary to perfect such Security Interest or to render such Security Interest effective against subsequent third parties, such
recordations will not have been made with respect to the items that are not Recordable Intellectual Property.

 
Section 3.04 Deposit, Securities and Commodity Accounts . Schedule 1.01 hereto sets forth as of the date hereof a complete and correct list of

each Loan Party’s Deposit Accounts, Securities Accounts and Commodity Accounts, the name of the financial institution which maintains each such
account and the purpose for which such account is used.

 
ARTICLE IV
COVENANTS

 
Each Loan Party covenants and agrees that until the Discharge of the Senior Finance Obligations or, in the case of a Subsidiary Guarantor only, such
earlier time as it is released from its obligations hereunder in accordance with the provisions of Section 7.11, such Loan Party will comply with the
following:

 
Section 4.01 Certain Consents and Authorizations; Account Control Agreements . On the Closing Date, the Loan Parties shall authorize all

filings and recordings specified in Schedule 4.01 to be completed. Other than with respect to the Nomura Account and the Controlled Accounts, each Loan
Party shall use commercially reasonable efforts to deliver to the Collateral Agent within sixty (60) days following the Closing Date (or such later date as
the Collateral Agent may agree in its sole discretion), (i) a fully executed Account Control Agreement with respect to each of its Deposit Accounts then
existing other than an Exempt Account or a Collateral Account, (ii) a fully executed Account Control Agreement with respect to each of its Securities
Accounts then existing other than any Exempt Account and (iii) a fully executed Account Control Agreement with respect to each of its Commodity
Accounts then existing other than any Exempt Account. Each Loan Party shall deliver to the Collateral Agent on the Closing Date, (x) a fully executed
Account Control Agreement with respect to the Controlled Accounts, and (y) a fully executed Nomura Letter Agreement with respect to the Nomura
Account.

 
Section 4.02 Further Actions. Such Loan Party will, from time to time at its expense and in such manner and form as the Collateral Agent may

reasonably request, subject to any applicable limitations set forth herein or in any other Loan Document, execute, deliver, file and record or authorize the
recording of any financing statement, specific assignment, instrument, document, agreement or other paper and take any other reasonable action
(including, without limitation, any filings of financing or continuation statements or amendments thereto under the UCC and any filings with the United
States Patent and Trademark Office or the United States Copyright Office or, upon the request of the Collateral Agent, with any similar office or agency in
any other jurisdiction) that from time to time may be necessary under the UCC or with respect to Recordable Intellectual Property, or that the Collateral
Agent may reasonably request, subject to the limitations herein, in order to create, preserve, perfect or maintain the Security Interest or to enable the
Collateral Agent and the Finance Parties to exercise and enforce any of its rights, powers and remedies created hereunder or under applicable Law with
respect to any of the Collateral (including, upon the request of the Collateral Agent, any Equity Interests in any Foreign
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Subsidiary constituting Collateral). Such Loan Party will, from time to time at its expense and in such manner and form as the Collateral Agent may
reasonably request take reasonable action (including furnishing to the Collateral Agent from time to time statements and schedules further identifying and
describing the Collateral and such other reports in connection with the Collateral) to ensure the continued validity, perfection and priority of the Security
Interests as a Requisite Priority Lien (subject to Permitted Liens having priority by operation of Law over the Collateral Agent’s Lien or as otherwise
permitted by the Finance Documents) and shall defend such security interests and such priority against the claims and demands of all Persons (other than
holders of Permitted Liens) to the extent materially adverse to such Loan Party’s ownership rights or otherwise inconsistent with this Agreement or the
other Loan Documents. To the extent permitted by applicable Law, such Loan Party hereby authorizes the Collateral Agent to execute and file, in the name
of such Loan Party or otherwise and without separate authorization or authentication of such Loan Party appearing thereon, such UCC financing
statements or continuation statements as the Collateral Agent in its reasonable discretion may deem necessary or reasonably appropriate to further perfect
or maintain the perfection of the Security Interest in favor of the Collateral Agent for the benefit of the Finance Parties. Such Loan Party hereby authorizes
the Collateral Agent, in accordance with the requirements of Section 9-509 of the applicable UCC, to file financing and continuation statements
describing as the Collateral covered thereby “all assets of the Debtor”, “all personal property of the Debtor” or words to similar effect, notwithstanding that
such description may be broader in scope than the Collateral described in this Agreement. Such Loan Party agrees that, except to the extent that any filing
office requires otherwise, a carbon, photographic, photostatic or other reproduction of this Agreement or of a financing statement is sufficient as a
financing statement. The Loan Parties shall pay the reasonable and documented out-of-pocket costs of, or incidental to, any recording or filing of any
financing or continuation statements or other assignment documents in favor of the Collateral Agent concerning the Collateral.

 
Section 4.03 Delivery of Instruments, Etc. Such Loan Party will promptly deliver each Instrument and each Certificated Security included as

Collateral (other than (i) promissory notes (other than any Intercompany Notes) having individually a face value, individually not in excess of […***…],
or collectively, not in excess of […***…], (ii) Cash Equivalents held in a Deposit Account or a Securities Account which is subject to an effective
Account Control Agreement as required by Section 4.8  and (iii) Instruments (other than any Intercompany Notes) or Certificated Securities having
individually a face value, not in excess of […***…], or collectively, not in excess of […***…], in the case of Instruments or Certificated Securities
subject to this clause (iii) (the Instruments and Certificated Securities described in clauses (i), (ii) and (iii) above constituting “Excepted Instruments”)) to
the Collateral Agent, appropriately indorsed to the Collateral Agent; provided that so long as no Event of Default shall have occurred and be continuing
and no notice to the contrary from the Collateral Agent has been received by such Loan Party, and except as required by any other Loan Document, such
Loan Party may retain for collection in the ordinary course of business any checks, drafts and other Instruments received by it in the ordinary course of
business and may retain any Collateral which it is otherwise entitled to receive and retain pursuant to Section 5.01 of the Pledge Agreement, and the
Collateral Agent shall, promptly upon request of such Loan Party, make appropriate arrangements for making any other Instrument or Certificated Security
pledged by such Loan Party available to it for purposes of presentation, collection or renewal (any such arrangement to be effected, to the extent deemed
appropriate to the Collateral Agent, against trust receipt or like document).

 
Section 4.04 Account Debtors. Each Loan Party shall continue to collect all amounts due or to become due to such Loan Party under its

Receivables and any Supporting Obligation (other than immaterial amounts) and diligently exercise each material right it may have under any of its
Receivables or any Supporting Obligation (other than in respect of immaterial amounts), in each case, at its own expense, and in connection with such
collections and exercise, such Loan Party shall take such action as such Loan Party may deem reasonably necessary or advisable. Upon the occurrence and
during the

 
Exhibit G-1-13

Confidential and Proprietary
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.

OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

 



 
 

continuance of any Event of Default and if so requested by the Collateral Agent, such Loan Party will promptly notify (and such Loan Party hereby
authorizes the Collateral Agent to so notify) each Account Debtor in respect of any Receivable that such Collateral has been assigned to the Collateral
Agent hereunder for the benefit of the Finance Parties, and that any payments due or to become due in respect of such Collateral are to be made directly to
the Collateral Agent or any other designee on its behalf in accordance with Section 2.05. If the Collateral Agent notifies any Loan Party that it has elected
to collect the Receivables in accordance with the preceding sentence, any payments of Receivables received by such Loan Party shall be forthwith (and in
any event within two (2) Business Days) deposited by such Loan Party in the exact form received, duly indorsed by such Loan Party to the Collateral
Agent if required, in the applicable Collateral Account maintained under the sole dominion and control of the Collateral Agent, and until so turned over,
all amounts and proceeds (including checks and other instruments) received by such Loan Party in respect of the Receivables or any Supporting
Obligation shall be received in trust for the benefit of the Collateral Agent hereunder and shall be segregated from other funds of such Loan Party and such
Loan Party shall not adjust, settle or compromise the amount or payment of any Receivable, or release wholly or partly any Account Debtor or obligor
thereof, or allow any credit or discount thereon.

 
Section 4.05 Disposition of Collateral. Such Loan Party will not sell, lease, transfer or otherwise dispose of, or grant any option with respect to,

any Collateral or create or suffer to exist any Lien (other than the Security Interest and other Permitted Liens) on any Collateral except as permitted under
this Agreement, the Credit Agreement or any other Loan Document, whereupon, in the case of any such sale, lease, transfer or disposition, the Security
Interest created hereby in such Collateral (but not in any Proceeds arising from such sale, lease, exchange, license, assignment or disposition) shall
automatically terminate and cease immediately without any further action on the part of the Collateral Agent.

 
Section 4.06 Impairment. Such Loan Party shall not take or permit any action which impairs the Collateral Agent’s rights in any material portion

of the Collateral. Such Loan Party shall not produce, use or permit any Collateral to be used unlawfully or in violation of any provision of this Agreement
or any other Loan Document or any applicable statute, regulation or ordinance or any policy of insurance covering the Collateral except as could not
reasonably be expected to have a Material Adverse Effect.

 
Section 4.07 Covenants Regarding Intellectual Property. Except in respect of subparagraphs (a) through (g) below where the failure to do so,

individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect:
 

(a)                  Such Loan Party (either itself or through licensees) will, for each Patent owned or exclusively licensed by such Loan Party,
not do any act, or knowingly omit to do any act, whereby any Patent may become invalidated or dedicated to the public (except where such Patent is no
longer used in the business of the Group Companies or Patents expiring at the end of their statutory term), and shall take commercially reasonable actions
to continue to mark any products covered by a Patent owned or exclusively licensed by such Loan Party with the relevant patent number or indication that
a Patent is pending as required by the Laws applicable to Patents.

 
(b)                 Such Loan Party (either itself or, if permitted by Law, through its licensees or its sublicensees) will, for each Trademark

owned by such Loan Party, (i) maintain such Trademark in full force free from any claim of abandonment or invalidity from non-use, material alteration,
naked licensing or genericide except where such Trademark is no longer used in the business of the Group Companies, (ii) maintain the quality of products
and services offered under such Trademark in a manner substantially consistent with or better than the quality of such products and services as of the date
hereof, (iii) not knowingly use or knowingly permit the use of such Trademark in violation of any third party rights, (iv)
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not permit any assignment in gross of such Trademark and (v) allow the Collateral Agent and its designees to inspect such Loan Party’s premises and to
examine and observe such Loan Party’s books, records and operations regarding ownership, licensing and income from such Trademarks in accordance
with Section 6.10 of the Credit Agreement.

 
(c)                  Such Loan Party (either itself or through licensees) will take commercially reasonable actions for each work covered by a

registered Copyright material to the conduct of its business to continue to publish, reproduce, display, adopt and distribute the work with appropriate
copyright notice.

 
(d)                 Such Loan Party will file, maintain and pursue each material application relating to the Patents, Trademarks and/or

Copyrights (and to obtain the relevant grant or registration) and to preserve and maintain all common Law rights in any Trademarks and each registration
of the Patents, Trademarks and Copyrights in each instance which are used in the conduct of its business, including filing and paying fees for applications
for renewal, reissues, divisions, continuations, continuations-in- part, affidavits of use, affidavits of incontestability and maintenance, and, unless such
Loan Party shall determine in accordance with the exercise of its business discretion that any such action would be commercially unreasonable, to initiate
opposition, interference, reexamination and cancellation proceedings against third parties.

 
(e)                  Each Loan Party will at the time of delivery of the financial statements and reports pursuant to Section 6.01(b) of the Credit

Agreement: (i) inform the Collateral Agent of (a) all applications for Patents, Trademarks or Copyrights filed or acquired during the past fiscal quarter by
such Loan Party or by any agent, employee, licensee or delegate on its behalf with the United States Patent and Trademark Office, the United States
Copyright Office or any office or agency in any political subdivision of the United States or in any other country or any political subdivision thereof, (b)
all Patents and Trademark or Copyright registrations acquired by or issued to such Loan Party during the past fiscal quarter or by or to any agent,
employee, licensee or delegate on its behalf with the United States Patent and Trademark Office, the United States Copyright Office or any office or agency
in any political subdivision of the United States or, upon the request of the Collateral Agent, in any country or any political subdivision thereof, and (c)
any intent-to-use United States application for a Trademark registration held by such Loan Party for which an amendment to allege use or statement of use
has been filed with the United States Patent and Trademark Office during the past fiscal quarter, and (ii) upon request of the Collateral Agent, execute any
and all agreements, instruments, documents and papers as the Collateral Agent may reasonably request to evidence the Security Interests in such
application, any resulting Patent, Trademark or Copyright and the goodwill or accounts and General Intangibles of such Loan Party relating thereto or
represented thereby to the extent required by Sections 2.01 and 2.02.

 
(f)                  If any Event of Default has occurred and is continuing, as to all material Licenses (excluding nonexclusive Licenses of

Software) entered into after the date hereof which are not excluded from the definition of “Collateral” under Section 2.02, upon receipt of written notice
from the Collateral Agent, such Loan Party will use commercially reasonable and good faith efforts to obtain all requisite consents or approvals by the
licensor to effect the grant of all of such Loan Party’s right, title and interest thereunder to the Collateral Agent or its designee and to effect the sub-license
contemplated under Section 5.03(e), and such Loan Party shall provide prompt written notice to the Collateral Agent upon failure to obtain any such
consent or approval.

 
(g)                 Such Loan Party shall take all reasonable actions (and cause all other Persons, including licensees, to the extent such other

Persons are subject to its control) which are necessary to protect, preserve and maintain the validity, priority, perfection or enforcement of the rights
granted to the Collateral Agent under this Agreement, such Loan Party shall obtain rights to any Trademarks, Patents or
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Copyrights, or enter into any new license agreements regarding any of the foregoing, and such Loan Party hereby agrees that the provisions of this
Agreement shall automatically apply thereto except where prohibited thereby pursuant to a valid and enforceable restriction or Law. Such Loan Party will
use commercially reasonable efforts determined in accordance with its business discretion so as not to permit the inclusion in any contract or agreement
governing or relating to any material Trademarks, Patents or Copyrights obtained after the date hereof or any license agreements entered into after the date
hereof relating to any of the foregoing of any provisions that could or might in any way impair or prevent the creation of a security interest in, or the grant
of, such Loan Party’s rights and interests therein, as contemplated by Sections 2.01 and 2.02. Such Loan Party will, upon request of the Collateral Agent,
execute any and all agreements, instruments, documents and papers as the Collateral Agent may reasonably request to evidence the Security Interest
hereunder in any Patent, Trademark or Copyright (or application therefor) and the goodwill or accounts and General Intangibles of such Loan Party
relating thereto or represented thereby to the extent required by Sections 2.01 and 2.02.

 
Section 4.08 Deposit Accounts, Securities Accounts and Commodity Accounts . Except as expressly contemplated by Section 4.01, if such Loan

Party shall establish after the date hereof any Deposit Account, Securities Account or Commodity Account (in each case, other than Exempt Accounts or
any Collateral Account), such Loan Party shall use commercially reasonable efforts to deliver or cause to be delivered to the Collateral Agent a fully
executed Account Control Agreement with respect to such account within 60 days after the establishment thereof (or such longer period of time as may be
agreed to in writing by the Collateral Agent).

 
Section 4.09 Electronic Chattel Paper. If any Loan Party has Collateral consisting of Electronic Chattel Paper having a value individually in

excess of […***…], or collectively in excess of […***…], at the reasonable request of the Collateral Agent, such Loan Party shall create, store and
otherwise maintain all records comprising such Electronic Chattel Paper in a manner such that: (i) a single authoritative copy of each such record exists
which is unique, identifiable and, except as provided in clause (iv) below, unalterable, (ii) the authoritative copy of each such record shall identify the
Collateral Agent as assignee thereof, (iii) the authoritative copy of each such record is communicated to the Collateral Agent or its designee, (iv) copies or
revisions that add or change any assignees of such record can be made only with the participation of the Collateral Agent, (v) each copy (other than the
authoritative copy) of such record is readily identifiable as a copy and (vi) any revision of the authoritative copy of such record is readily identifiable as an
authorized or unauthorized revision.

 
Section 4.10 Claims. In the event that any Claims constituting a commercial tort claim exceeding […***…] individually or collectively

exceeding […***…] arises or otherwise becomes known after the date hereof, the applicable Loan Party will, within thirty (30) Business Days of
knowledge thereof, deliver to the Collateral Agent a description of such Claim and expressly subjecting such Claim, all Judgments and/or Settlements with
respect thereto and all Proceeds thereof to the Security Interest hereunder.

 
ARTICLE V

GENERAL AUTHORITY; REMEDIES
 

Section 5.01 General Authority. Until the Discharge of Senior Finance Obligations or in respect of any Loan Party that ceases to be a Subsidiary
Guarantor as permitted under the Credit Agreement, until the time such Loan Party is released from its obligations hereunder in accordance with the
provisions of Section 7.11 and the Security Interests granted hereby are terminated, each Loan Party hereby appoints the Collateral Agent and any officer
or agent thereof as its true and lawful attorney-in- fact, with full power of substitution, in the name of such Loan Party, or, in the case of Collateral any of
the Collateral Agent, the Finance Parties or otherwise, for the sole use and benefit of the Collateral Agent
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and the Finance Parties, but at such Loan Party’s reasonable expense, to the extent permitted by Law, to exercise from time to time while an Event of
Default has occurred and is continuing all or any of the following powers with respect to all or any of the Collateral:

 
(i)                   to take any and all reasonably appropriate action and to execute any and all documents and instruments which may

be necessary to carry out the terms of this Agreement;
 

(ii)                 to receive, take, indorse, assign and deliver any and all checks, notes, drafts, acceptances, documents and other
negotiable and non-negotiable Instruments taken or received by such Loan Party as, or in connection with, the Collateral;

 
(iii)                to accelerate any Receivable which may be accelerated in accordance with its terms, and to otherwise demand, sue

for, collect, receive and give acquittance for any and all monies due or to become due on or by virtue of any Collateral;
 

(iv)                to commence, settle, compromise, compound, prosecute, defend or adjust any Claim, suit, action or proceeding with
respect to, or in connection with, the Collateral;

 
(v)                 to sell, transfer, assign or otherwise deal in or with the Collateral or the Proceeds or avails thereof, including,

without limitation, for the implementation of any assignment, lease, License, sublicense, grant of option, sale or other disposition of any Patent,
Trademark, Copyright, Domain Name, or Software or any action related thereto, as fully and effectually as if the Collateral Agent were the
absolute owner thereof;

 
(vi)                to extend the time of payment of any or all of the Collateral and to make any allowance and other adjustments with

respect thereto; and
 

(vii)              to do, at its option, but at the reasonable expense of the Loan Parties, at any time or from time to time, all acts and
things which the Collateral Agent deems reasonably necessary to protect or preserve the Collateral and to realize upon the Collateral.

 
Section 5.02 Authority of the Collateral Agent. Each Loan Party acknowledges that the rights and responsibilities of the Collateral Agent under

this Agreement with respect to any action taken by it or them or the exercise or non-exercise by the Collateral Agent of any option, voting right, request,
judgment or other right or remedy provided for herein or resulting or arising out of this Agreement shall, as among the Collateral Agent and the other
Finance Parties, be governed by the Credit Agreement and by such other agreements with respect thereto as may exist from time to time among them, but,
as between the Collateral Agent, on the one hand, and the Loan Parties on the other, the Collateral Agent shall be conclusively presumed to be acting as
agent for the other Finance Parties it represents as collateral agent, with full and valid authority so to act or refrain from acting, and no Loan Party shall be
under any obligation, or entitlement, to make any inquiry respecting such authority.

 
Section 5.03 Remedies upon Event of Default.

 
(a)                  If any Event of Default has occurred and is continuing, the Collateral Agent, upon being instructed to do so by the Required Lenders,

may, in addition to all other rights and remedies granted to it in this Agreement, in any other agreement securing, evidencing or relating to the Finance
Obligations (including without limitation, the right to give instructions or a notice of sole control under an Account Control Agreement, it being
understood and agreed by the Loan Parties and the Collateral Agent that, notwithstanding the provisions of any Account Control Agreement, the
Collateral Agent will not give a notice of exclusive control under an Account Control Agreement or other similar instruction except after
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the occurrence and during the continuation of an Event of Default, and promptly after cure or waiver of all Events of Default, the Collateral Agent shall
give a notice of revocation of any notice of exclusive control delivered) or under applicable Law: (i) subject to Section 7.04, exercise on behalf of the
Finance Parties all rights and remedies of a secured party under the UCC (whether or not in effect in the jurisdiction where such rights are exercised) and, in
addition, (ii) without demand of performance or other demand or notice of any kind (except as herein provided or as may be required by mandatory
provisions of Law) to or upon any Loan Party or any other Person (all of which demands and/or notices are hereby waived by each Loan Party), (A) give
notice to the applicable Loan Party and withdraw all cash and other property in the Collateral Accounts and apply such cash and other property and other
cash, if any, then held by it as Collateral as specified in Section 5.05, (B) give notice and take sole possession and control of all amounts on deposit in or
credited to any Deposit Account or Securities Account pursuant to the related Account Control Agreement and apply all such funds as specified in Section
5.05 and (C) collect, receive, appropriate and realize upon the Collateral and/or sell, assign, give an option or options to purchase or otherwise dispose of
and deliver the Collateral (or contract to do so) or any part thereof at public or private sale, at any office of the Collateral Agent or elsewhere in such
manner as is commercially reasonable and as the Collateral Agent may deem best, for cash, on credit or for future delivery, without assumption of any
credit risk and at such price or prices as the Collateral Agent may deem reasonably satisfactory.

 
(b)                 If any Event of Default has occurred and is continuing, the Collateral Agent shall give each Loan Party not less than ten (10)

days’ prior notice of the time and place of any sale or other intended disposition of any of the Collateral, except as to any Collateral which is perishable or
threatens to decline speedily in value or is of a type customarily sold on a recognized market. Any such notice shall (i) in the case of a public sale, state the
time and place fixed for such sale, (ii) in the case of a private sale, state the day after which such sale may be consummated, (iii) contain the information
specified in Section 9-613 of the UCC, (iv) be authenticated and (v) be sent to the parties required to be notified pursuant to Section 9-611(c) of the UCC;
provided that, if the Collateral Agent fails to comply with this sentence in any respect, its liability for such failure shall be limited to the liability (if any)
imposed on it as a matter of Law under the UCC. The Collateral Agent and each Loan Party agree that such notice constitutes reasonable notification
within the meaning of Section 9-611 of the UCC. Except as otherwise provided herein, each Loan Party hereby waives, to the extent permitted by
applicable Law, notice and judicial hearing in connection with the Collateral Agent’s taking possession or disposition of any of the Collateral.

 
(c)                  The Collateral Agent or any Finance Party may be the purchaser of any or all of the Collateral so sold at any public sale (or,

if the Collateral is of a type customarily sold in a recognized market or is of a type which is the subject of widely distributed standard price quotations, at
any private sale). Each Loan Party will execute and deliver such documents and take such other action as the Collateral Agent deems necessary or
advisable in order that any such sale may be made in compliance with Law. Upon any such sale, the Collateral Agent shall have the right to deliver, assign
and transfer to the purchaser thereof the Collateral so sold. Each purchaser at any such sale shall hold the Collateral so sold to it absolutely and free from
any claim or right of whatsoever kind. Any such public sale shall be held at such time or times within ordinary business hours and at such place or places
as the Collateral Agent may fix in the notice of such sale. At any such sale, the Collateral may be sold in one lot as an entirety or in separate parcels, as the
Collateral Agent may determine. The Collateral Agent shall not be obligated to make any such sale pursuant to any such notice. The Collateral Agent
may, without notice or publication, adjourn any public or private sale or cause the same to be adjourned from time to time by announcement at the time
and place fixed for the sale, and such sale may be made at any time or place to which the same may be so adjourned without further notice. In the case of
any sale of all or any part of the Collateral on credit or for future delivery, the Collateral so sold may be retained by the Collateral Agent until the selling
price is paid by the purchaser thereof, but the Collateral Agent shall not incur any liability in the case of the failure of such purchaser to take up and pay
for the Collateral so sold and, in the case of any such failure, such Collateral may again be sold upon like notice.
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(d)                 For the purpose of enforcing any and all rights and remedies under this Agreement, the Collateral Agent may, if any Event of
Default has occurred and is continuing, (i) require each Loan Party to, and each Loan Party agrees that it will, at its expense and upon the reasonable
request of the Collateral Agent, forthwith assemble, store and keep all or any part of the Collateral as directed by the Collateral Agent and make it
available at a place designated by the Collateral Agent which is, in the Collateral Agent’s opinion, reasonably convenient to the Collateral Agent and
such Loan Party, whether at the premises of such Loan Party or otherwise, it being understood that such Loan Party’s obligation so to deliver the Collateral
is of the essence of this Agreement and that, accordingly, upon application to a court of equity having jurisdiction, the Collateral Agent shall be entitled
to a decree requiring specific performance by such Loan Party of such obligation; (ii) to the extent permitted by applicable Law, enter, with or without
process of Law and without breach of the peace, any premise where any of the Collateral is or may be located, and without charge or liability to any Loan
Party, seize and remove such Collateral from such premises; (iii) have access to and use such Loan Party’s books and records relating to the Collateral; and
(iv) prior to the disposition of the Collateral, store or transfer it without charge in or by means of any storage or transportation facility owned or leased by
such Loan Party, process, repair or recondition it or otherwise prepare it for disposition in any manner and to the extent the Collateral Agent deems
appropriate and, in connection with such preparation and disposition, use without charge any Intellectual Property or technical process used by such Loan
Party. The Collateral Agent may also render any or all of the Collateral unusable at any Loan Party’s premises and may dispose of such Collateral on such
premises without liability for rent or costs.

 
(e)                  Without limiting the generality of the foregoing, if any Event of Default has occurred and is continuing:

 
(i)                   the Collateral Agent may, subject to the express terms of any valid and enforceable restriction in favor of a Person

who is not a Group Company, prohibit or require any consent or establish any other condition for, an assignment thereof, license, or sublicense,
whether general, special or otherwise, and whether on an exclusive or nonexclusive basis, of any Patents, Trademarks, Copyrights, or other
Intellectual Property included in the Collateral throughout the world for such term or terms, on such conditions and in such manner as the
Collateral Agent shall in its sole discretion determine;

 
(ii)                 the Collateral Agent may (without assuming any obligations or liability thereunder), from time to time, enforce

(and shall have the exclusive right to enforce) against any licensee or sublicensee all rights and remedies of any Loan Party in, to and under any
License and take or refrain from taking any action under any provision thereof, and each Loan Party hereby releases the Collateral Agent and each
of the Finance Parties from, and agrees to hold the Collateral Agent and each of the Finance Parties free and harmless from and against any claims
arising out of, any lawful action so taken or omitted to be taken with respect thereto;

 
(iii)                upon request by the Collateral Agent, each Loan Party will use its commercially reasonable efforts to obtain all

requisite consents or approvals by the licensor or sublicensor of each License to effect the assignment of all of such Loan Party’s right, title and
interest thereunder to the Collateral Agent or its designee and will execute and deliver to the Collateral Agent a power of attorney, in form and
substance reasonably satisfactory to the Collateral Agent, for the implementation of any lease, assignment, License, sublicense, grant of option,
sale or other disposition of a Patent, Trademark or Copyright; and
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(iv)                the Collateral Agent may direct any Loan Party to refrain, in which event each such Loan Party shall refrain, from

using or practicing any Trademark, Patent or Copyright in any manner whatsoever, directly or indirectly, and will execute such other and further
documents as the Collateral Agent may request to further confirm this change and transfer ownership of the Trademarks, Patents, Copyrights and
registrations and any pending applications therefor to the Collateral Agent.

 
(f)                  If any Event of Default has occurred and is continuing, subject to Section 8.02(d) of the Credit Agreement, the Collateral

Agent, instead of exercising the power of sale conferred upon it pursuant to this Section 5.03, may proceed by a suit or suits at Law or in equity to
foreclose the Security Interest and sell the Collateral, or any portion thereof, under a judgment or decree of a court or courts of competent jurisdiction, and
may in addition institute and maintain such suits and proceedings as the Collateral Agent may deem appropriate to protect and enforce the rights vested in
it by this Agreement.

 
(g)                 If any Event of Default has occurred and is continuing, each Loan Party agrees, to the extent it may lawfully do so, that it

will not at any time in any manner whatsoever claim or take the benefit or advantage of, any appraisal, valuation, stay, extension, moratorium, turnover or
redemption Law, or any Law permitting it to direct the order in which the Collateral shall be sold, now or at any time hereafter in force which may delay,
prevent or otherwise affect the performance or enforcement of this Agreement, and, to the extent permitted by applicable Law, each Loan Party hereby
waives all benefit or advantage of all such Laws. Each Loan Party covenants that it will not hinder, delay or impede the execution of any power granted to
the Collateral Agent, the Administrative Agent or any other Finance Party in any Finance Document.

 
(h)                 If any Event of Default has occurred and is continuing, each Loan Party, to the extent it may lawfully do so, on behalf of

itself and all who claim through or under it, including, without limitation, any and all subsequent creditors, vendees, assignees and lienors, waives and
releases all rights to demand or to have any marshalling of the Collateral upon any sale, whether made under any power of sale granted herein or pursuant
to judicial proceedings or under any foreclosure or any enforcement of this Agreement, and consents and agrees that all of the Collateral may at any such
sale be offered and sold as an entirety.

 
(i)                   If any Event of Default has occurred and is continuing, each Loan Party waives, to the extent permitted by Law,

presentment, demand, protest and any notice of any kind (except the notices expressly required hereunder or in the other Loan Documents) in connection
with this Agreement and any action taken by the Collateral Agent with respect to the Collateral.

 
(j)                   Notwithstanding anything to the contrary in this Agreement, (i) the exercise of remedies under this Agreement by the

Collateral Agent upon the occurrence and during the continuance of an Event of Default shall be subject to Section 8.02(d) of the Credit Agreement and
(ii) neither the Collateral Agent nor any other Finance Party shall be entitled to notify (or cause any Loan Party to notify) any Account Debtor that any
Receivables have been assigned to the Collateral Agent hereunder unless and until an Event of Default has occurred and is continuing.

 
(k)                 For the purpose of enabling the Collateral Agent to exercise rights and remedies under this Article V, at such time as the

Collateral Agent shall be lawfully entitled to exercise such rights and remedies, each Loan Party hereby grants to the Collateral Agent, for the benefit of
the Finance Parties, an irrevocable, nonexclusive, and assignable license (exercisable without payment of royalty or other compensation to such Loan
Party) to use, practice, license, sublicense, and otherwise exploit any and all Intellectual Property now owned or held or hereafter acquired or held by such
Loan Party (which license shall include access to all media in which any of the licensed items may be recorded or stored and to all software and programs
used for the compilation or printout thereof).
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Section 5.04 Limitation on Duty of the Collateral Agent in Respect of Collateral . Beyond the exercise of reasonable care in the custody thereof,

none of the Collateral Agent or any Finance Party shall have any duty to exercise any rights or take any steps to preserve the rights of any Loan Party in
the Collateral in its or their possession or control or in the possession or control of any agent or bailee or any income thereon or as to the preservation of
rights against prior parties or any other rights pertaining thereto, nor shall the Collateral Agent or any Finance Party be liable to any Loan Party or any
other Person for failure to meet any obligation imposed by Section 9-207 of the UCC or any successor provision. Each Loan Party agrees to the extent it
may lawfully do so that the Collateral Agent shall not at any time be required to, nor shall the Collateral Agent be liable to any Loan Party for any failure
to, account separately to any Loan Party for amounts received or applied by the Collateral Agent from time to time in respect of the Collateral pursuant to
the terms of this Agreement. Without limiting the foregoing, the Collateral Agent shall be deemed to have exercised reasonable care in the custody and
preservation of the Collateral in its possession if the Collateral is accorded treatment substantially equal to that which the Collateral Agent accords its own
property, and shall not be liable or responsible for any loss or damage to any of the Collateral, or for any diminution in the value thereof, by reason of the
act or omission of any warehouseman, carrier, forwarding agency, consignee or other agent or bailee selected by the Collateral Agent in good faith absent
gross negligence, bad faith or willful misconduct, in each case, as determined in a final, non-appealable judgment by a court of competent jurisdiction.

 
Section 5.05 Application of Proceeds.

 
(a)                  Priority of Distributions. Upon the occurrence and during the continuance of an Event of Default, the proceeds of any sale

by the Collateral Agent of, or other realization upon, all or any part of the Collateral and any cash held in the Collateral Accounts or otherwise by the
Collateral Agent or any nominee or custodian thereof shall be paid over to the Administrative Agent for application as provided in the Credit Agreement,
subject in all cases to the priorities set forth in Section 8.04 of the Credit Agreement. The Collateral Agent may make distributions hereunder in cash or in
kind or, on a ratable basis, in any combination thereof.

 
(b)                 Reliance by the Collateral Agent. For purposes of applying payments received in accordance with this Section 5.05, the

Collateral Agent shall be entitled to rely upon (i) the Administrative Agent under the Credit Agreement and (ii) each authorized representative (each, a
“Representative”) for any Swap Creditors for a determination (which the Administrative Agent, each Representative and the Finance Parties agree (or shall
agree) to provide upon request of the Collateral Agent) of the outstanding Senior Credit Obligations and Swap Obligations owed to the Finance Parties,
and shall have no liability to any Loan Party or any other Finance Party for actions taken in reliance on such information except in the case of its gross
negligence, bad faith or willful misconduct, in each case, as determined in a final, non-appealable judgment by a court of competent jurisdiction. Unless it
has actual knowledge (including by way of written notice from a Swap Creditor) to the contrary, the Collateral Agent, in acting hereunder, shall be entitled
to assume that no Swap Agreements are in existence. All distributions made by the Collateral Agent pursuant to this Section shall be presumptively correct
(except in the event of manifest error), and the Collateral Agent shall have no duty to inquire as to the application by the Finance Parties of any amounts
distributed to them.

 
(c)                  Deficiencies. It is understood that the Loan Parties shall remain jointly and severally liable to the extent of any deficiency

between the amount of the proceeds of the Collateral and the amount of the Finance Obligations.
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ARTICLE VI
THE COLLATERAL AGENT

 
Section 6.01 Concerning the Collateral Agent. The provisions of Article IX of the Credit Agreement shall inure to the benefit of the Collateral

Agent in respect of this Agreement and shall be binding upon all Loan Parties and all Finance Parties and upon the parties hereto in such respect. In
furtherance and not in derogation of the rights, privileges and immunities of the Collateral Agent therein set forth:

 
(i)                   The Collateral Agent is authorized to take all such actions as are provided to be taken by it as Collateral Agent

hereunder and all other action reasonably incidental thereto. As to any matters not expressly provided for herein (including, without limitation,
the timing and methods of realization upon the Collateral), the Collateral Agent shall act or refrain from acting in accordance with written
instructions from the Required Lenders or, in the absence of such instructions or provisions, in accordance with its discretion.

 
(ii)                 The Collateral Agent shall not be responsible for the existence, genuineness or value of any of the Collateral or for

the validity, perfection, priority or enforceability of the Security Interest created hereunder in any of the Collateral, whether impaired by
operation of Law or by reason of any action or omission to act on its part hereunder unless such action or omission constitutes gross negligence,
bad faith or willful misconduct (as determined in a final, non-appealable judgment by a court of competent jurisdiction). The Collateral Agent
shall not have a duty to ascertain or inquire as to the performance or observance of any of the terms of this Agreement by any Loan Party.

 
Section 6.02 Appointment of Co-Collateral Agent. At any time or times, in order to comply with any legal requirement in any jurisdiction or

otherwise, the Collateral Agent may in consultation with the Borrower appoint another bank or trust company or one or more other persons, either to act as
co- agent or co-agents, jointly with the Collateral Agent, or to act as separate agent or agents on behalf of the Finance Parties with such power and
authority as may be necessary for the effectual operation of the provisions hereof and may be specified in the instrument of appointment (which may, in the
discretion of the Collateral Agent, include provisions for the protection of such co-agent or separate agent similar to the provisions of Section 6.01).
Notwithstanding any such appointment, each Loan Party shall, so long as no Event of Default shall have occurred and be continuing, be entitled to deal
solely and directly with the Collateral Agent rather than any such co-agent in connection with the Collateral Agent’s rights and obligations under this
Agreement.

 
ARTICLE VII 

MISCELLANEOUS
 

Section 7.01 Notices.
 

(a)                  Unless otherwise expressly provided herein, all notices and other communications provided for hereunder shall be in writing
(including by facsimile transmission or electronic mail) and shall be delivered by hand or overnight courier service, mailed by certified or registered mail
or sent by telecopier, to the address, facsimile number or (subject to subsection (b) below) electronic mail address specified for notices: (i) in the case of
any Loan Party, the Administrative Agent, the Collateral Agent or any Lender, as specified in or pursuant to Section 10.02 of the Credit Agreement; (ii) in
the case of any Swap Creditor as set forth in any applicable Swap Agreement; or (iii) in the case of any party, at such other address as shall be designated
by such party in a notice to the Collateral Agent and each other party hereto. All such notices and other communications shall be deemed to be given or
made upon the earlier to occur of: (i) actual receipt by the intended recipient and (ii) if delivered by facsimile transmission, when sent (except that, if not
given during normal business hours for the recipient, shall be deemed to have been given at the opening of business on the next Business Day for the
recipient). Notices delivered through electronic communications to the extent provided in paragraph (b) shall be effective as provided in said paragraph
(b).
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(b)                 Notices and other communications to the Agents and the Lenders hereunder may be (subject to Section 10.02(d) of the

Credit Agreement) delivered or furnished by electronic communication (including e-mail and Internet or intranet websites) pursuant to procedures
approved by the Administrative Agent. The Administrative Agent, the Collateral Agent or the Borrower may, in its discretion, agree to accept notices and
other communications to it hereunder by electronic communications pursuant to procedures approved by it; provided that approval of such procedures
may be limited to particular notices or communications. Unless the Administrative Agent otherwise prescribes, (i)  notices and other communications sent
to an e-mail address shall be deemed received upon the sender’s receipt of an acknowledgement from the intended recipient (such as by the “return receipt
requested” function, as available, return e-mail or other written acknowledgement); provided that if such notice or other communication is not sent during
the normal business hours of the recipient, such notice or communication shall be deemed to have been sent at the opening of business on the next
Business Day for the recipient, and (ii) notices or communications posted to an Internet or intranet website shall be deemed received upon the deemed
receipt by the intended recipient at its e-mail address as described in the foregoing clause (i) of notification that such notice or communication is available
and identifying the website address therefor.

 
Section 7.02 No Waivers; Non-Exclusive Remedies . No failure by any Lender or by the Collateral Agent to exercise, and no delay by any such

Person in exercising, any right, remedy, power or privilege hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right,
remedy, power or privilege hereunder preclude any other or further exercise thereof or the exercise of any other right, remedy, power or privilege. The
rights, remedies, powers and privileges herein provided are cumulative and not exclusive of any rights, remedies, powers and privileges provided by Law.
Without limiting the foregoing, nothing in this Agreement shall impair the right of any Finance Party to exercise any right of set-off or counterclaim it may
have and to apply the amount subject to such exercise to the payment of indebtedness of any Loan Party other than its indebtedness under the Finance
Documents. Each Loan Party agrees, to the fullest extent it may effectively do so under applicable Law, that any holder, as to which the identity is
disclosed, of a participation in a Finance Obligation, whether or not acquired pursuant to the terms of any applicable Finance Document, may exercise
rights of set-off or counterclaim or other rights it may have with respect to such participation as fully as if such holder of a participation were a direct
creditor of the Loan Party in the amount of such participation. Each Finance Party agrees to notify the Collateral Agent and the affected Loan Party
promptly after any such set off and application; provided, however, that failure to give such notice shall not affect the validity thereof.

 
Section 7.03 Compensation and Expenses of the Collateral Agent; Indemnification.

 
(a)                  Expenses and Indemnification. The terms of Sections 10.04 and 10.11 of the Credit Agreement with respect to costs and

expenses, indemnification and survival are incorporated herein by reference, mutatis mutandis, and the parties hereto agree to such terms (and for the
avoidance of doubt, for purposes of this Agreement, such provisions extend to, without limitation, collection from, or other realization of or enforcement
with respect to, the guarantee provided herein).

 
(b)                 Protection of Collateral. If any Event of Default occurs and is continuing by reason of any Loan Party’s failure to comply

with the provisions of any Finance Document, such that the value of any Collateral or the validity, perfection, rank or value of the Security Interest is
thereby materially diminished or potentially diminished in a material respect, the Collateral Agent may, but shall not be required to, effect such
compliance on behalf of such Loan Party, and the Loan Parties shall reimburse the Collateral Agent for the reasonable and documented out-of-pocket costs
thereof within thirty (30) days of demand. All insurance expenses and all reasonable and documented out-of-pocket expenses of protecting, storing,
warehousing, appraising, handling, maintaining and shipping the Collateral, any and all excise, property, sales and use taxes imposed by any state, federal
or local authority on any of the Collateral, or in respect of periodic appraisals and inspections of the Collateral, or in respect of the sale or other disposition
thereof shall be borne and paid by the Loan Parties. If any Loan Party fails to promptly pay any portion thereof when due within such thirty (30) day
period, the Collateral Agent may, at its option, but shall not be required to, pay the same and charge the Loan Parties’ account therefor, and the Loan
Parties agree to reimburse the Collateral Agent therefor on demand. Subject to Section 10.04 of the Credit Agreement, all sums for which any Loan Party
may become liable hereunder shall be additional Finance Obligations hereunder.
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(c)                  Contribution. If and to the extent that the obligations of any Loan Party under this Section 7.03 are unenforceable for any
reason, each Loan Party hereby agrees to make the maximum contribution to the payment and satisfaction of such obligations which is permissible under
applicable Law.

 
Section 7.04 Enforcement. The Finance Parties agree that this Agreement may be enforced only by the action of the Collateral Agent, acting

upon the instructions of the Required Lenders as set forth in the Credit Agreement and that no other Finance Party shall have any right individually to seek
to enforce this Agreement or to realize upon the security to be granted hereby, it being understood and agreed that such rights and remedies may be
exercised by the Collateral Agent, for the benefit of the Finance Parties upon the terms of this Agreement and the other Finance Documents.

 
Section 7.05 Amendments and Waivers . Any provision of this Agreement may be amended, changed, discharged, terminated or waived if, but

only if, such amendment or waiver is in writing and is signed by each Loan Party directly affected by such amendment, change, discharge, termination or
waiver (it being understood that the addition or release of any Loan Party hereunder shall not constitute an amendment, change, discharge, termination or
waiver affecting any Loan Party other than the Loan Party so added or released and it being further understood and agreed that any supplement to
Schedule 1.03 delivered pursuant to Section 4.10 shall not require the consent of any Loan Party) and the Collateral Agent (with the consent of the
Required Lenders to the extent required by Section 10.01 of the Credit Agreement or such lesser amount of the Lenders if any as may be specified therein);
provided that the Administrative Agent and the Borrower may, with the consent of the other, amend, modify or supplement this Agreement to cure any
ambiguity, omission, typographical error, defect or inconsistency if such amendment, modification or supplement if the same is not objected to in writing
by the Required Lenders within five Business Days following receipt of notice thereof; provided, however, that no such amendment, change, discharge,
termination or waiver shall be made to Section 5.05 hereof or this Section
7.5     without the consent of each Finance Party adversely affected thereby except to the extent expressly provided in the Credit Agreement; provided,
further, that no consent shall be required in connection with any automatic termination or release in accordance with Section 7.11.

 
Section 7.06 Successors and Assigns . This Agreement shall be binding upon and inure to the benefit of and be enforceable by the respective

successors and assigns of the parties hereto; provided that none of the Subsidiary Guarantors may assign or transfer any of its interests and obligations
hereunder without prior written consent of the Required Lenders or all of the Lenders as provided in Section 10.01 of the Credit Agreement (and any such
purported assignment or transfer without such consent shall be void) except as permitted by the Credit Agreement (including by Section 7.04 and 7.05 of
the Credit Agreement). Upon the assignment by any Finance Party of all or any portion of its rights and obligations under the Credit Agreement (including
all or any portion of its Commitments and the Loans owing to it) or any other Finance Document to any other Person, such other Person shall thereupon
become vested with all the benefits in respect thereof granted to such transferor or assignor herein or otherwise.
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Section 7.07 GOVERNING LAW; Submission to Jurisdiction.
 

(a)                  GOVERNING LAW. THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE
LAW OF THE STATE OF NEW YORK.

 
(b)                 Submission to Jurisdiction. EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY SUBMITS,

FOR ITSELF AND ITS PROPERTY, TO THE EXCLUSIVE JURISDICTION OF THE SUPREME COURT OF THE STATE OF NEW YORK SITTING IN
NEW YORK COUNTY, BOROUGH OF MANHATTAN, AND OF THE UNITED STATES DISTRICT COURT OF THE SOUTHERN DISTRICT OF NEW
YORK, AND ANY APPELLATE COURT FROM ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT, OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE PARTIES HERETO IRREVOCABLY AND
UNCONDITIONALLY AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION OR PROCEEDING SHALL BE HEARD AND
DETERMINED IN SUCH NEW YORK STATE COURT OR, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, IN SUCH FEDERAL
COURT. EACH OF THE PARTIES HERETO AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY
LAW. NOTHING IN THIS AGREEMENT OR IN ANY OTHER LOAN DOCUMENT SHALL AFFECT ANY RIGHT THAT THE ADMINISTRATIVE
AGENT OR THE COLLATERAL AGENT MAY OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING RELATING TO THIS AGREEMENT
AGAINST THE BORROWER OR ANY OTHER LOAN PARTY OR ITS PROPERTIES IN THE COURTS OF ANY JURISDICTION.

 
(c)                  Waiver and Venue . EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE

FULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF THE VENUE OF
ANY SUIT, ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT BROUGHT IN
ANY COURT REFERRED TO IN THIS SECTION 7.07. EACH OF THE PARTIES HERETO HEREBY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, THE DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION OR
PROCEEDING IN ANY SUCH COURT.

 
(d)                 Service of Process. EACH PARTY HERETO IRREVOCABLY CONSENTS TO SERVICE OF PROCESS IN ANY ACTION

OR PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT, IN THE MANNER PROVIDED
FOR NOTICES (OTHER THAN TELECOPIER) IN SECTION 7.01. NOTHING IN THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT WILL
AFFECT THE RIGHT OF ANY PARTY HERETO TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY APPLICABLE LAWS.

 
(e)                  Waiver of Jury Trial . EACH PARTY HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE

LAWS, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY
OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO
THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 7.07(E).
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Section 7.08 Limitation of Law; Severability.
 

(a)                  All rights, remedies and powers provided in this Agreement may be exercised only to the extent that the exercise thereof
does not violate any applicable provision of Law, and all the provisions of this Agreement are intended to be subject to all applicable mandatory
provisions of Law which may be controlling and be limited to the extent necessary so that they will not render this Agreement invalid, unenforceable in
whole or in part, or not entitled to be recorded, registered or filed under the provisions of any applicable Law.

 
(b)                 Any provision of this Agreement held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction,

be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining
provisions hereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction.

 
Section 7.09 Counterparts; Effectiveness. This Agreement may be executed in counterparts (and by different parties hereto in different

counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract. Delivery of an executed
counterpart of a signature page of this Agreement by telecopier or via email as an attachment of a .pdf document shall be effective as delivery of a
manually executed counterpart of this Agreement and shall be binding on the Loan Parties, the Administrative Agent, the Collateral Agent and the
Borrower. This Agreement shall become effective with respect to each Loan Party when the Administrative Agent shall have received counterparts hereof
signed by itself and such Loan Party.

 
Section 7.10 Additional Loan Parties. It is understood and agreed that any Subsidiary of the Borrower that is required by any Loan Document to

execute a counterpart of this Agreement after the date hereof shall automatically become a Loan Party hereunder with the same force and effect as if
originally named as a Loan Party hereunder by executing an Accession Agreement or other form reasonably acceptable to such Subsidiary and the
Collateral Agent. Concurrently with the execution and delivery of such instrument of accession or joinder, such Subsidiary shall take all such actions and
deliver to the Collateral Agent all such documents and agreements as such Subsidiary would have been required to deliver to the Collateral Agent on or
prior to the date of this Agreement had such Subsidiary been a party hereto on the date of this Agreement. Such additional materials shall include, among
other things, supplements to Schedules 1.01, 1.03 and 4.01 (which Schedules shall thereupon automatically be amended and supplemented to include all
information contained in such supplements) such that, after giving effect to the joinder of such Subsidiary, each of Schedules 1.01, 1.03 and 4.01 is true,
complete and correct in all material respects with respect to such Subsidiary as of the effective date of such accession or joinder. The execution and
delivery of any such instrument of accession or joinder, and the amendment and supplementation of the Schedules hereto as provided in the immediately
preceding sentence, shall not require the consent of any other Loan Party hereunder. The rights and obligations of each Loan Party hereunder shall remain
in full force and effect notwithstanding the addition of any new Loan Party as a party to this Agreement.
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Section 7.11 Termination and Release.

 
(a)                  Upon the Discharge of Senior Finance Obligations, (i) the Security Interest created hereunder in favor of the Collateral

Agent for the benefit of the Finance Parties shall automatically terminate and be released, (ii) the Collateral Agent authorizes the Loan Parties and their
agents to file UCC termination statements to evidence the termination of the Security Interest created hereunder and the release of the Collateral, and (iii)
the Collateral Agent will deliver to the Loan Parties (at the Loan Parties’ expense and without any recourse to, or any representation or warranty of any
kind (whether express or implied) by, the Collateral Agent) all certificates and other instruments representing pledged Collateral delivered to the
Collateral Agent pursuant to the terms of this Agreement or the Pledge Agreement.

 
(b)                 Any Subsidiary Guarantor shall automatically be released from its obligations hereunder and the Security Interest in the

Collateral of such Subsidiary Guarantor shall be automatically released upon the consummation of any transaction permitted by the Credit Agreement (or
consented to pursuant to Section 10.01 of the Credit Agreement) as a result of which such Subsidiary Guarantor ceases to be a Subsidiary Guarantor under
the Guaranty.

 
(c)                  Upon any sale, transfer or other disposition by any Loan Party of Collateral that is permitted under the Credit Agreement

(other than to another Loan Party), or upon the effectiveness of any written consent to the release of Security Interest granted hereby in any Collateral
pursuant to Section 10.1 of the Credit Agreement, the Security Interest of the Collateral Agent in such Collateral and any other security interests granted
hereby in such Collateral (but not in any Proceeds arising from such sale, transfer or other disposition of Collateral) shall be automatically released.

 
(d)                 Upon the termination or release of any Security Interest created hereunder or release of Collateral, the Collateral Agent will,

promptly upon request by and at the expense of any Loan Party, execute and deliver to such Loan Party lien releases, payoff letters, mortgage releases, re-
assignments of trademarks, discharges of security interests, and such documents (and if applicable, in recordable form), and provide any information, as
such Loan Party shall reasonably request to evidence the termination of the Security Interest created hereunder or the release of such Collateral, as the case
may be. Any such documents shall be without recourse to or warranty by (either express or implied) the Collateral Agent or the Finance Parties. The
Collateral Agent shall not have any liability whatsoever to any Finance Party as a result of any release of Collateral by it as permitted by this Section 7.11.
Upon any release of Collateral pursuant to this Section 7.11, none of the Finance Parties shall have any continuing right or interest in such Collateral or
the Proceeds of such Collateral.

 
Section 7.12 Entire Agreement. This Agreement and the other Loan Documents, and any separate letter agreements with respect to fees payable

to the Administrative Agent, constitute the entire contract among the parties relating to the subject matter hereof and thereof and supersede any and all
prior agreements and understandings, oral or written, relating to the subject matter hereof and thereof.

 
Section 7.13 No Conflict. In the event of conflict between the provisions of the Credit Agreement and this Agreement, the Credit Agreement shall

take precedence. In the event of conflict between the provisions of the Pledge Agreement and this Agreement with respect to matters contained therein, the
Pledge Agreement shall take precedence subject to the preceding sentence.
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Section 7.14 Release of Funds under the Controlled Accounts . Withdrawals from each Controlled Account shall be permitted only to the extent

provided for in this Section 7.14.
 
(a)                  Subject to the fulfillment of the conditions precedent set forth in clause (b, (c), (d) or (e) below, as applicable, the Collateral Agent

will authorize Jefferies LLC (the “Account Custodian”) to release from the applicable Controlled Account, and to deliver (x) in the case of funds released
from the Squeeze-Out Collateral Account or the Founder Share Purchase Collateral Account, to the Borrower (or, to the extent notified in writing by the
Borrower to the Collateral Agent, a paying agent or other representative on behalf of the Borrower), (y) in the case of funds released from the Notes
Redemption Collateral Account, so long as no Event of Default then exists or would result therefrom, to the Borrower (or, at the request of the Collateral
Agent, directly to the holders of the Subordinated Notes as directed by the Collateral Agent) or (z) in the case of funds released from the Restricted Cash
Collateral Account, so long as no Event of Default then exists or would result therefrom and at least $35,000,000 in aggregate principal amount of Initial
Term Loans have been prepaid, to the Borrower, in each case, upon written request of the Borrower in accordance with this Section 7.14 and to the extent
permitted herein and under the Credit Agreement. Nothing in this Agreement shall obligate the Collateral Agent to direct the Account Custodian to release
any funds from any Controlled Account in excess of the amount held in such Controlled Account from time to time. Such funds shall only be available to
the Borrower in amounts set forth in the Request (as defined below).

 
(b)                 The Collateral Agent shall not be obligated to authorize the release of any funds from the Squeeze-Out Collateral Account pursuant

to any Request unless the Collateral Agent shall have received from the Borrower, on or prior to 11:00 a.m., New York City time, two (2) Business Days
prior to the requested date of release (but no later than February 20, 2016 (as such date may have been extended in accordance with Section 6.17 of the
Credit Agreement)), a written request in substantially the form of Exhibit D hereto (the “Request”) signed by a Responsible Officer of the Borrower
certifying and representing that:

 
(A)                the Borrower requires the amount requested in the Request to fund an account at Nomura Securities Co., Ltd. (or another

institution designated in writing by the Borrower to the Collateral Agent) for the sole purpose of purchasing the remaining outstanding shares of the
Target pursuant to the Squeeze Out within two (2) Business Days of such release; provided, however, to the extent that the Borrower requires the amount
requested in the Request for the purposes set forth in this clause (A), the Borrower, the Collateral Agent and each other applicable financial institution
shall have entered into a letter agreement substantially in the form of the Nomura Letter Agreement (or in another form that is reasonably satisfactory to the
Collateral Agent) which shall provide that (x) the funds deposited in the designated Borrower account with the applicable financial institution shall be
used for the sole purpose of purchasing the remaining outstanding shares of the Target pursuant to the Squeeze Out and (y) should such funds not be
applied for the purposes set forth in this clause (A) within two (2) Business Days of release from the Squeeze-Out Collateral Account, the applicable
financial institution shall immediately transfer such funds to an account of the Collateral Agent as specified in writing by the Collateral Agent; provided,
further that, to the extent that (x) the amount of funds in the Squeeze-Out Collateral Account exceeds the amount of funds required to effect the Squeeze
Out and (y) no Event of Default exists or would result from the proposed release, such funds may be released to the Borrower after the consummation of the
Squeeze Out; and

 
(B)                all of the funds requested to be released from the Squeeze-Out Collateral Account will be used within the time periods set

forth in preceding subclause (A) to purchase the remaining outstanding shares of the Target pursuant to the Squeeze Out.
 

(c)                  The Collateral Agent shall not be obligated to authorize the release of any funds to the Borrower at the direction of the Borrower
from the Restricted Cash Collateral Account unless the following conditions shall have been satisfied:
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(i)       The Collateral Agent shall have received from the Borrower, on or prior to 11:00 a.m., New York City time, at least two (2)

Business Days prior to the requested date of release, a Request signed by a Responsible Officer of the Borrower certifying and representing that:
 

(A)                from and after the Closing Date the Borrower has repaid Initial Term Loans in an aggregate principal amount equal to or
greater than $35,000,000;

 
(B)                the funds released from the Restricted Cash Collateral Account will be deposited into an account which complies with the

requirements of Section 4.01 hereof; and
 

(C)                no Event of Default then exists or would result from the proposed release or the application of the proceeds therefrom; and
 

(ii)       On the date of the proposed release and immediately after giving effect thereto and the application of the proceeds therefrom, no
Event of Default shall then exist or result therefrom.

 
(d)                 The Collateral Agent shall not be obligated to authorize the release of any funds to the Borrower (or, directly to the holders of the

Subordinated Notes as directed by the Borrower) at the direction of the Borrower from the Notes Redemption Collateral Account unless the following
conditions shall have been satisfied:

 
(i)       The Collateral Agent shall have received from the Borrower, on or prior to 11:00 a.m., New York City time, two (2) Business Days

prior to the requested date of release (but no later than February 1, 2016), a Request signed by a Responsible Officer of the Borrower certifying and
representing that:

 
(A)                the Borrower requires the amount requested in the Request (and no more than such amount) to effect a Subordinated Notes

Repayment on a Subordinated Notes Repayment Date and such transaction is permitted at such time pursuant to the Credit Agreement; provided that, to
the extent that (x) excess funds remain in the Notes Redemption Collateral Account after the Subordinated Notes Repayment has been consummated in
full and (y) no Event of Default exists or would result from the proposed release, such funds may be released to the Borrower so long as the Loan Parties are
in compliance with the requirements of Section 4.01 hereof;

 
(B)                all of the funds requested to be released will be used on the date of proposed release to effect a Subordinated Notes

Repayment; and
 

(C)                no Event of Default then exists or would result from the proposed release or the application of the proceeds therefrom; and
 

(ii)       On the date of the proposed release and immediately after giving effect thereto and the application of the proceeds therefrom, no
Event of Default shall then exist or result therefrom.

 
(e)                  The Collateral Agent shall not be obligated to authorize the release of any funds to the Borrower at the direction of the Borrower

from the Founder Shares Purchase Collateral Account unless the Collateral Agent shall have received from the Borrower, on or prior to 11:00 a.m., New
York City time, two (2) Business Days prior to the requested date of release, a Request signed by a Responsible Officer of the Borrower certifying and
representing that all of the funds requested to be released will be used on the date of the proposed release to effect the Stock Purchase.
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(f)                  The Collateral Agent shall be entitled to rely upon each Request believed by it to be genuine. The Collateral Agent shall not have or

incur any liability to any Finance Party as a result of its good faith authorization of the release of funds from any Controlled Account in accordance with
any Request.

 
[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day

and year first written above.
 
LOAN PARTIES:  SUCAMPO PHARMACEUTICALS, INC.,
  as the Borrower
   
  By:  
  Name:
  Title:
    
    
  SUCAMPO PHARMA AMERICAS LLC
    
  By:  
  Name:  
  Title:  
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COLLATERAL AGENT:  JEFFERIES FINANCE LLC,
  as Collateral Agent
   
   
  By:  
  Name:
  Title:
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EXHIBIT A to Security Agreement

Form of Grant of Security Interest in United States Patents
 

FOR GOOD AND VALUABLE CONSIDERATION, receipt and sufficiency of which are hereby acknowledged, [Loan Party Name], [Loan Party
Description] (the “Grantor”), having its chief executive office at [Loan Party Notice Address], hereby grants to JEFFERIES FINANCE LLC, as Collateral
Agent (the “Grantee”), with offices at 520 Madison Avenue, New York, New York 10022, a security interest in all of the Grantor’s right, title and interest
in, to and under the following (all of the following items or types of property being herein collectively referred to as the “Patent Collateral”), whether
presently existing or hereafter arising or acquired which, includes the Grantor’s rights to all United States patents and patent applications, including,
without limitation the patents and patent applications referred to in Schedule A hereto, and, with respect to any and all of the foregoing: (i) all reissues,
reexaminations, divisions, continuations, continuations-in-part, revisions, renewals or extensions thereof; (ii) all claims for, and rights to sue for, past,
present or future infringements and other violations thereof; (iii) all Proceeds of the foregoing, including, without limitation, all income, license fees,
royalties, damages and payments now or hereafter due or payable with respect to any of the foregoing, including damages and payments for past, present or
future infringements or other violations thereof; and (iv) all other rights corresponding thereto throughout the world.

 
THIS GRANT is granted in conjunction with the security interests granted to the Grantee pursuant to the Security Agreement among the Grantor, the
Grantee and certain other parties dated as of October 16, 2015, as amended, restated, supplemented or otherwise modified from time to time (the “Security
Agreement”). The rights and remedies of the Grantee with respect to the security interest granted herein are without prejudice to, and are in addition to
those set forth in the Security Agreement, all terms and provisions of which are incorporated herein by reference. In the event that any provisions of this
Agreement are deemed to conflict with the Security Agreement, the provisions of the Security Agreement shall govern.

 
This Patent Security Agreement may be authenticated by the parties hereto in any number of counterparts, each of which shall collectively and separately
constitute one agreement.

 
The Grantor authorizes and requests that the Commissioner of Patents and Trademarks and any other applicable government officer record this Grant of
Security Interest in United States Patents.

 
This Grant of Security Interest in United States Patents shall be governed by, and construed in accordance with the laws of the State of New York.

 
This Grant of Security Interest in United States Patents may be executed in counterparts (and by different parties hereto on different counterparts), each of
which shall constitute an original, but all of which when taken together shall constitute a single agreement.
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IN WITNESS WHEREOF, the parties hereto have duly executed this Grant of Security Interest in United States Patents as of the day and year first

above written.
 

 [GRANTOR],
  as Grantor
   
   
  By:  
  Name:
  Title:
    
    
  Agreed and Accepted:
    
  JEFFERIES FINANCE LLC,
  as Collateral Agent and Grantee
   
    
  By:  
   Name:
   Title:
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SCHEDULE A to Patent Security Agreement

 
PATENTS AND PATENT APPLICATIONS

 
No. Title App. No. App. Date Reg. No. Reg. Date Owner
1.       
2.       
3.       
4.       
5.       
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EXHIBIT B to Security Agreement
Form of Grant of Security Interest in United States Trademarks

 
FOR GOOD AND VALUABLE CONSIDERATION, receipt and sufficiency of which are hereby acknowledged, [Loan Party Name], [Loan Party
Description] (the “Grantor”), having its chief executive office at [Loan Party Notice Address], hereby grants to JEFFERIES FINANCE LLC, as Collateral
Agent (the “Grantee”), with offices at 520 Madison Avenue, New York, New York 10022, a security interest in all of the Grantor’s right, title and interest
in, to and under the following (all of the following items or types of property being herein collectively referred to as the “Trademark Collateral”), whether
presently existing or hereafter arising or acquired which, includes the Grantor’s rights to all United States trademarks, trade names, corporate names,
company names, business names, fictitious business names, trade styles, service marks, logos, certification marks, collective marks, brand names, trademark
rights arising out of domain names and trade dress which are or have been used in the United States, in any state, province or territory or possession thereof,
or in any other place, nation or jurisdiction, package and other designs, and any other source or business identifiers, and general intangibles of like nature,
and the rights in any of the foregoing which arise under applicable Law, in each case whether registered or unregistered, and with respect to any and all of
the foregoing: (i) the goodwill of the business symbolized thereby or associated therewith; (ii) all registrations and applications in connection therewith,
including registrations and applications in the United States Patent and Trademark Office or in any similar office or agency of the United States, any state
thereof or any other country or any political subdivision thereof, and including, without limitation, the registrations and applications referred to in
Schedule A hereto; (iii) all extensions and renewals thereof; (iv) all claims for, and rights to sue for, past, present or future infringements, dilutions, and
other violations thereof; (v) all Proceeds of the foregoing, including, without limitation, all income, license fees, royalties, damages and payments now or
hereafter due or payable with respect to any of the foregoing, including damages and payments for past, present or future infringements, dilutions, or other
violations thereof; and (vi) all other rights corresponding thereto throughout the world; provided, however, that the Trademark Collateral shall not include
and no Security Interest shall be deemed granted in any intent-to-use (ITU) United States application for a Trademark registration, for which an amendment
to allege use or statement of use has not been filed under 15 U.S.C. § 1051(c) or 15 U.S.C.     § 1051(d), respectively, in each case, only to the extent the
grant of security interest in such intent- to-use Trademark is in violation of 15 U.S.C. § 1060 and only unless and until a “Statement of Use” or
“Amendment to Allege Use” is filed with the United States Patent and Trademark Office.

 
THIS GRANT is granted in conjunction with the security interests granted to the Grantee pursuant to the Security Agreement among the Grantor, the
Grantee and certain other parties dated as of October 16, 2015, as amended, restated, supplemented or otherwise modified from time to time (the “Security
Agreement”). The rights and remedies of the Grantee with respect to the security interest granted herein are without prejudice to, and are in addition to
those set forth in the Security Agreement, all terms and provisions of which are incorporated herein by reference. In the event that any provisions of this
Agreement are deemed to conflict with the Security Agreement, the provisions of the Security Agreement shall govern.

 
This Trademark Security Agreement may be authenticated by the parties hereto in any number of counterparts, each of which shall collectively and
separately constitute one agreement.

 
The Grantor authorizes and requests that the Commissioner of Patents and Trademarks and any other applicable government officer record this Grant of
Security Interest in United States Trademarks.

 
This Grant of Security Interest in United States Trademarks shall be governed by, and construed in accordance with the laws of the State of New York.
This Grant of Security Interest in United States Trademarks may be executed in counterparts (and by different parties hereto on different counterparts), each
of which shall constitute an original, but all of which when taken together shall constitute a single agreement.
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IN WITNESS WHEREOF, the parties hereto have duly executed this Grant of Security Interest in United States Trademarks as of the day and year

first above written.
 

 [GRANTOR],
  as Grantor
   
   
  By:  
  Name:
  Title:
    
    
  Agreed and Accepted:
    
  JEFFERIES FINANCE LLC,
  as Collateral Agent and Grantee
   
    
  By:  
   Name:
   Title:
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SCHEDULE A to Trademark Security Agreement
 

TRADEMARK REGISTRATIONS AND APPLICATIONS
 
No. Title App. No. App. Date Reg. No. Reg. Date Owner
1.       
2.       
3.       
4.       
5.       
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EXHIBIT C to Security Agreement

 
Form of Grant of Security Interest in United States Copyrights

 
FOR GOOD AND VALUABLE CONSIDERATION, receipt and sufficiency of which are hereby acknowledged, [Loan Party Name], [Loan Party
Description] (the “Grantor”), having its chief executive office at [Loan Party Notice Address], hereby grants to JEFFERIES FINANCE LLC, as Collateral
Agent (the “Grantee”), with offices at 520 Madison Avenue, New York, New York 10022, a security interest in all of the Grantor’s right, title and interest
in, to and under the following (all of the following items or types of property being herein collectively referred to as the “Copyright Collateral”), whether
presently existing or hereafter arising or acquired which includes the Grantor’s rights to:

 
(i)                   all United States copyrights (including community designs), including but not limited to copyrights in software and

databases, and all Mask Works (as defined under 17 U.S.C.
§ 901 of the U.S. Copyright Act), whether registered or unregistered;

 
(ii)                 all registrations and applications therefor including, without limitation, the registrations and applications referred to in

Schedule A hereto, and all extensions and renewals thereof;
 

(iii)                all claims for, and rights to sue for, past, present or future infringements and other violations thereof;
 

(iv)                all Proceeds of the foregoing, including, without limitation, all income, license fees, royalties, damages and payments now
or hereafter due or payable with respect to any of the foregoing, including damages and payments for past, present or future infringements or other
violations thereof; and

 
(v)                all other rights corresponding thereto throughout the world.

 
THIS GRANT is granted in conjunction with the security interests granted to the Grantee pursuant to the Security Agreement among the Grantor, the
Grantee and certain other parties dated as of October 16, 2015, as amended, restated, supplemented or otherwise modified from time to time (the “Security
Agreement”). The rights and remedies of the Grantee with respect to the security interest granted herein are without prejudice to, and are in addition to
those set forth in the Security Agreement, all terms and provisions of which are incorporated herein by reference. In the event that any provisions of this
Agreement are deemed to conflict with the Security Agreement, the provisions of the Security Agreement shall govern.

 
The Grantor hereby authorizes and requests that the Register of Copyrights and any other applicable United States government officer record this Grant of
Security Interest in United States Copyrights.

 
This Grant of Security Interest in United States Copyrights may be authenticated by the parties hereto in any number of counterparts, each of which shall
collectively and separately constitute one agreement.

 
This Grant of Security Interest in United States Copyrights shall be governed by, and construed in accordance with the laws of the State of New York.
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IN WITNESS WHEREOF, the parties hereto have duly executed this Grant of Security Interest in United States Copyrights as of the day and year first
above written.

 
 [GRANTOR],

  as Grantor
   
   
  By:  
  Name:
  Title:
    
    
  Agreed and Accepted:
    
  JEFFERIES FINANCE LLC,
  as Collateral Agent and Grantee
   
    
  By:  
   Name:
   Title:
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SCHEDULE A to Copyright Security Agreement
 

COPYRIGHTS AND COPYRIGHT APPLICATIONS
 
No. Title Reg. No. Reg. Date Owner
1.     
2.     
3.     
4.     
5.     
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EXHIBIT D to Security Agreement

 
FORM OF REQUEST

 
[Date]

 
Jefferies Finance LLC, as Collateral Agent 520 Madison Avenue
New York, New York 10022
Attention: Account Officer – Sucampo Pharmaceuticals, Inc. 
Telecopier No.: (212) 284-3444

 
Re: Request for Release of Funds from the [Squeeze-Out][Notes Redemption][Restricted Cash][Founders Share Purchase] Collateral

Account
 

Ladies and Gentlemen:
 

The undersigned, Sucampo Pharmaceuticals, Inc. (the “Borrower”), refers to the Security Agreement, dated as of October 16, 2015 (as amended,
supplemented and/or otherwise modified from time to time, the “Security Agreement”), among the Borrower, each Subsidiary Guarantor party thereto and
Jefferies Finance LLC, as Collateral Agent. Except as otherwise defined herein, capitalized terms used herein and defined in the Security Agreement shall
be used herein as so defined.

 
Pursuant to Section 7.14[(b)][(c)][(d)][(e)] of the Security Agreement, set forth below is the information and certifications required by such Section 7.14[(b)]
[(c)][(d)][(e)] to request a release of funds from the [Squeeze-Out][Notes Redemption][Restricted Cash][Founders Share Purchase] Collateral Account:

 
The Business Day of the proposed release (the “Release”) is , 20[_] (the “Release Date”).

 
(ii)                 The aggregate amount of funds requested to be released on the proposed Release Date to [purchase the remaining

outstanding shares of the Target pursuant to the Squeeze Out; provided that, to the extent that (x) the amount of funds in the Squeeze-Out Collateral
Account exceeds the amount of funds required to effect the Squeeze-Out and (y) no Event of Default exists or would result from the proposed release, such
funds may be released to the Borrower after the Squeeze-Out has been consummated in full] [effect a Subordinated Notes Repayment; provided that, to the
extent that (x) the amount of funds in the Notes Redemption Account exceeds the amount of funds required to effect the Subordinated Notes Redemption
and (y) no Event of Default exists or would result from the proposed release, such funds may be released to the Borrower after the Notes Redemption has
been consummated in full so long as the Loan Parties are in compliance with the requirements of Section 4.01 of the Security Agreement][effect the Share
Purchase][be released to an account of a Loan Party that complies with the requirements of Section 4.01 of the Security Agreement] is $[ ].

 
(iii)                All conditions precedent under the Security Agreement have been satisfied in connection with the release of funds from the

[Squeeze-Out Collateral Account][Notes Redemption Collateral Account] [Restricted Cash Collateral Account][Founders Share Purchase Collateral
Account] in accordance with this Request.

 
(iv)                The Borrower requires the amount requested in the Request to [purchase the remaining outstanding shares of the Target

pursuant to the Squeeze Out] [effect a Subordinated Notes Repayment][effect the Share Purchase][for purposes not prohibited by the terms of the Loan
Documents (including to be deposited into an account of a Loan Party that complies with the requirements of Section 4.01 of the Security Agreement] and
such transaction is permitted on the Release Date pursuant to the Credit Agreement.
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(v)                 [No Event of Default now exists or would result from the proposed Release or the application of the proceeds as

contemplated by this Request]1.
 

(vi)                All of the funds requested to be released pursuant to this Request will be used by the Borrower within the time periods set
forth in Section 7.14[(b)][(c)][(d)][(e)] of the Security Agreement to [effect the Squeeze Out][effect a Subordinated Notes Repayment][to effect the Share
Purchase] [for purposes not prohibited by the terms of the Loan Documents].

 
 
 

 SUCAMPO PHARMACEUTICALS, INC.
   
   
  By:  
  Name:
  Title:
    
    
    

 
 
 
 
 
 
 
 
 
_________________

1 Include in connection with a Request the purpose of which is to effect a Subordinated Notes Repayment or release funds from the Restricted Cash
Collateral Account.
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EXHIBIT G-2
 
 

Form of Pledge Agreement
 
 
 

 
 

PLEDGE AGREEMENT
 

dated as of October 16, 2015
 

among
 

SUCAMPO PHARMACEUTICALS, INC.,
 
 

THE OTHER LOAN PARTIES FROM TIME TO TIME PARTY HERETO
 

and
 

JEFFERIES FINANCE LLC,
as Collateral Agent
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PLEDGE AGREEMENT
 

PLEDGE AGREEMENT dated as of October 16, 2015 (as amended, restated, supplemented or otherwise modified from time to time, this
“Agreement”) among Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), the other Loan Parties from time to time party hereto and
Jefferies Finance LLC, as collateral agent for the Finance Parties (as defined herein) (in such capacity, together with its successors, the “Collateral Agent”).

 
WHEREAS, the Borrower has entered into the Credit Agreement dated as of the date hereof (as amended, restated, supplemented or otherwise

modified from time to time, the “Credit Agreement”) among the Borrower, the other lending institutions from time to time party thereto (each a “Lender”
and, collectively, the “Lenders”) and Jefferies Finance LLC, as administrative agent and collateral agent; and

 
WHEREAS, it is a condition precedent to Lenders making the Loans to the Borrower pursuant to the Credit Agreement that each Loan Party has

agreed or will agree to grant a continuing security interest in favor of the Collateral Agent, for the benefit of the Finance Parties, in and to the Collateral to
secure the Finance Obligations.

 
WHEREAS, each Subsidiary Guarantor has entered into the Guaranty, pursuant to which the Subsidiary Guarantors have guaranteed the

Guaranteed Obligations (as defined therein); and
 

WHEREAS, each Loan Party will derive substantial benefit from the Lenders’ making the Loans to the Borrower by virtue of their common
corporate enterprise.

 
NOW, THEREFORE, in consideration of the foregoing, the mutual covenants and obligations herein set forth and for other good and valuable

consideration, the sufficiency and receipt of which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby agree as follows:
 

ARTICLE I 
DEFINITIONS

Section 1.01 Terms Defined in the Credit Agreement.  All capitalized terms used in this Agreement and recitals hereto which are defined in the
Credit Agreement and which are not otherwise defined herein shall have the respective meanings set forth therein.

 
Section 1.02 Terms Defined in the UCC. Unless otherwise defined herein or in the Credit Agreement or the context otherwise requires, the

following terms, together with any uncapitalized terms used herein which are defined in Article 8 or 9 of the UCC (as defined below), have the respective
meanings provided in the UCC: (i) Certificated Security; (ii) Documents; (iii) Financial Asset; (iv) Instruments; (v) Investment Property; (vi) Payment
Intangibles; (vii) Proceeds; (viii) Securities Account;
(ix)    Securities Intermediary; (x) Security; (xi) Security Certificate; (xii) Uncertificated Security; and (xiii) Security Entitlement.

 
Section 1.03 Additional Definitions. The following additional terms, as used in this Agreement, have the following respective meanings:

 
“Account Control Agreement” has the meaning as set forth in the Security Agreement.

 
“Collateral” has the meaning set forth in Section 2.02.

 
“Credit Agreement” has the meaning set forth in the introductory section hereof.
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“Delivery” and the corresponding term “Delivered” when used with respect to Collateral means:

 
(i)                   in the case of Collateral constituting Certificated Securities, transfer thereof to the Collateral Agent or its nominee or

custodian by physical delivery to the Collateral Agent or its nominee or custodian, such Collateral to be in suitable form for transfer by delivery,
or accompanied by undated stock or note transfer powers duly executed in blank;

 
(ii)                 in the case of Collateral constituting Uncertificated Securities, (A) registration thereof on the books and records of the issuer

thereof in the name of the Collateral Agent or its nominee or custodian or (B) the execution and delivery by the issuer thereof of an effective
agreement in form and substance reasonably acceptable to the Collateral Agent (each an “Issuer Control Agreement”), pursuant to which such
issuer agrees that it will comply with instructions originated by the Collateral Agent or such nominee or custodian without further consent of the
registered owner of such Collateral or any other Person;

 
(iii)                  in the case of Collateral constituting Security Entitlements or other Financial Assets deposited in or credited to a Securities

Account at the option of the applicable Loan Parties, (A) completion of all actions necessary to constitute the Collateral Agent or its nominee or
custodian the entitlement holder with respect to each such Security Entitlement or (B) the execution and delivery by the relevant Securities
Intermediary of an effective Account Control Agreement pursuant to which such Securities Intermediary agrees to comply with all entitlement
orders originated by the Collateral Agent or such nominee or custodian without further consent by the relevant entitlement holder or any other
Person;

 
(iv)                in the case of LLC Interests and Partnership Interests which do not constitute Securities, compliance with the provisions of

clause (i) above for each such item of Collateral which is represented by a certificate;
 

(v)                 in the case of Collateral constituting Instruments, transfer thereof to the Collateral Agent or its nominee or custodian by
physical delivery to the Collateral Agent or its nominee or custodian indorsed to, or registered in the name of, the Collateral Agent or such
nominee or custodian or indorsed in blank;

 
(vi)                in the case of cash, transfer thereof to the Collateral Agent or its nominee or custodian by physical delivery to the Collateral

Agent or such nominee or custodian; and
 

(vii)              in each case such additional or alternative procedures as may be reasonably appropriate to grant control of, or otherwise
perfect a security interest in, any Collateral in favor of the Collateral Agent or its nominee or custodian, consistent with applicable Law or
regulations or the interpretation thereof.

 
“General Intangibles” means all “general intangibles” (as defined in the UCC), including, without limitation, (i) all Payment Intangibles and other

obligations and indebtedness owing to any Loan Party in respect of Collateral and (ii) all interests in limited liability companies and/or partnerships which
interests do not constitute Securities.

 
“Instruments” means all instruments as defined in the UCC, including:

 
(i)                   all promissory notes, including all Intercompany Notes, described on Schedule II, as such Schedule may be amended,

supplemented or modified by the Loan Parties from time to time (the “Pledged Notes”), and all interest, distributions, cash, instruments and other
property, income, profits and proceeds from time to time received or receivable or otherwise made upon or distributed in respect of or in exchange
for any or all of the Pledged Notes;
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(ii)                 all additional or substitute promissory notes from time to time issued to or otherwise acquired by any Loan Party in any

manner in respect of Pledged Notes or otherwise, and all interest, distributions, cash, instruments and other property, income, profits and proceeds
from time to time received or receivable or otherwise made upon or distributed in respect of such additional or substitute notes;

 
(iii)                all promissory notes, bankers’ acceptances, commercial paper, negotiable certificates of deposit and other obligations

constituting “instruments” within the meaning of the UCC; and
 

(iv)                to the extent not otherwise included in the foregoing, all cash and non-cash Proceeds thereof.
 

“Intercompany Note” means any promissory note evidencing loans made by any Group Company in favor of any other Group Company.
 

“Issuer Control Agreement” has the meaning as set forth in clause (ii) of the definition of “Delivery”.
 

“LLC Interests” means:
 

(i)                   the limited liability company membership interests described on Schedule III hereto, as such Schedule may be amended,
supplemented or modified by the Loan Parties from time to time and all other limited liability company membership interests of any Group
Company from time to time issued or otherwise acquired by any Loan Party (collectively, the “Pledged LLC Interests”), and all dividends,
distributions, cash, instruments and other property, income, profits and proceeds from time to time received or receivable or otherwise made upon
or distributed in respect of or in exchange for any or all of the Pledged LLC Interests;

 
(ii)                 all additional or substitute limited liability company membership interests from time to time issued to or otherwise acquired

by any Loan Party in any manner in respect of Pledged LLC Interests, and all dividends, distributions, cash, instruments and other property,
income, profits and proceeds from time to time received or receivable or otherwise made upon or distributed in respect of such additional or
substitute membership interests;

 
(iii)                all right, title and interest of any Loan Party in each limited liability company to which any Pledged LLC Interest relates,

including, without limitation:
 

(A)                all interests of such Loan Party in the capital of such limited liability company and in all profits, losses and assets,
whether tangible or intangible and whether real, personal or mixed, of such limited liability company, and all other distributions to
which such Loan Party shall at any time be entitled in respect of such Pledged LLC Interests;

 
(B)                all other payments due or to become due to such Loan Party in respect of Pledged LLC Interests, whether under any

limited liability company agreement or operating agreement or otherwise and whether as contractual obligations, damages, insurance
proceeds or otherwise;
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(C)                all of such Loan Party’s claims, rights, powers, privileges, authority, options, security interests, liens and remedies, if

any, under any limited liability company agreement or operating agreement, or at Law or otherwise in respect of such Pledged LLC
Interests;

 
(D)                all present and future claims, if any, of such Loan Party against any such limited liability company for moneys

loaned or advanced, for services rendered or otherwise; and
 

(E)                 all of such Loan Party’s rights under any limited liability company agreement or operating agreement or at Law to
exercise and enforce every right, power, remedy, authority, option and privilege of such Loan Party relating to such Pledged LLC
Interests, including any power to terminate, cancel or modify any limited liability company agreement or operating agreement, to
execute any instruments and to take any and all other action on behalf of and in the name of such Loan Party in respect of such Pledged
LLC Interests and any such limited liability company, to make determinations, to exercise any election (including, without limitation,
election of remedies) or option to give or receive any notice, consent, amendment, waiver or approval, together with full power and
authority to demand, receive, enforce, collect or give receipt for any of the foregoing or for any assets of any such limited liability
company, to enforce or execute any checks or other instruments or orders, to file any claims and to take any other action in connection
with any of the foregoing; and

 
(iv)                to the extent not otherwise included in the foregoing, all cash and non-cash Proceeds thereof.

 
“Partnership Interests” means:

 
(i)                   the partnership interests described on Schedule IV hereto, as such Schedule may be amended, supplemented or modified

from time to time by the Loan Parties and all other partnership interests of any Group Company from time to time issued or otherwise acquired by
any Loan Party (collectively, the “Pledged Partnership Interests”), and all dividends, distributions, cash, instruments and other property, income,
profits and proceeds from time to time received or receivable or otherwise made upon or distributed in respect of or in exchange for any or all of
the Pledged Partnership Interests;

 
(ii)                 all additional or substitute partnership interests from time to time issued to or otherwise acquired by any Loan Party in any

manner in respect of Pledged Partnership Interests or otherwise, and all dividends, distributions, cash, instruments and other property, income,
profits and proceeds from time to time received or receivable or otherwise made upon or distributed in respect of such additional or substitute
partnership interests;

 
(iii)                all right, title and interest of any Loan Party in each partnership to which any Pledged Partnership Interest relates, including,

without limitation:
 

(A)                all interests of such Loan Party in the capital of such partnership and in all profits, losses and assets, whether
tangible or intangible and whether real, personal or mixed, of such partnership, and all other distributions to which such Loan Party shall
at any time be entitled in respect of such Pledged Partnership Interests;
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(B)                all other payments due or to become due to such Loan Party in respect of Pledged Partnership Interests, whether

under any partnership agreement or otherwise and whether as contractual obligations, damages, insurance proceeds or otherwise;
 

(C)                all of such Loan Party’s claims, rights, powers, privileges, authority, options, security interests, liens and remedies, if
any, under any partnership agreement, or at Law or otherwise in respect of such Pledged Partnership Interests;

 
(D)                all present and future claims, if any, of such Loan Party against any such partnership for moneys loaned or

advanced, for services rendered or otherwise; and
 

(E)                 all of such Loan Party’s rights under any partnership agreement or at Law to exercise and enforce every right, power,
remedy, authority, option and privilege of such Loan Party relating to such Pledged Partnership Interests, including any power to
terminate, cancel or modify any partnership agreement, to execute any instruments and to take any and all other action on behalf of and
in the name of such Loan Party in respect of such Pledged Partnership Interests and any such partnership, to make determinations, to
exercise any election (including, without limitation, election of remedies) or option to give or receive any notice, consent, amendment,
waiver or approval, together with full power and authority to demand, receive, enforce, collect or give receipt for any of the foregoing or
for any assets of any such partnership, to enforce or execute any checks or other instruments or orders, to file any claims and to take any
other action in connection with any of the foregoing; and

 
(iv)                to the extent not otherwise included in the foregoing, all cash and non-cash Proceeds thereof.

 
“Pledged LLC Interests” has the meaning set forth in clause (i) of the definition of “LLC Interests”.

 
“Pledged Notes” has the meaning set forth in clause (i) of the definition of “Instruments”.

 
“Pledged Partnership Interests” has the meaning set forth in clause (i) of the definition of “Partnership Interests”.

 
“Pledged Shares” has the meaning set forth in clause (i) of the definition of “Stock”.

 
“Receivables” shall have the meaning specified in the Security Agreement.

 
“Representative” has the meaning set forth in Section 6.08.

 
“Requisite Priority Lien” means a valid, enforceable and perfected first priority security interest in favor of the Collateral Agent for the benefit of

the Finance Parties and securing the Finance Obligations.
 

“Security Interest” means the security interest granted pursuant to Section 2.01 hereof in favor of the Collateral Agent for the benefit of the
Finance Parties securing the Finance Obligations.
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“Stock” means:

(i)                   the shares of capital stock and other Securities described on Schedule I hereto, as such Schedule may be amended,
supplemented or modified by the Loan Parties from time to time and all other capital stock and securities of any Group Party from time to time
issued or otherwise acquired by any Loan Party (collectively, the “Pledged Shares”), and all dividends, interest, distributions, cash, instruments
and other property, income, profits and proceeds from time to time received, receivable or otherwise made upon or distributed in respect of or in
exchange for any or all of the Pledged Shares; and

 
(ii)                 all additional or substitute shares of capital stock or other equity interests of any class of any issuer from time to time issued

to or otherwise acquired by any Loan Party in any manner in respect of Pledged Shares or otherwise, the certificates representing such additional
or substitute shares, and all dividends, interest, distributions, cash, instruments and other property, income, profits and proceeds from time to time
received, receivable or otherwise made upon or distributed in respect of or in exchange for any or all of such additional or substitute shares; and

 
(iii)                to the extent not otherwise included in the foregoing, all cash and non-cash Proceeds thereof.

 
“UCC” means the Uniform Commercial Code as in effect from time to time in the State of New York; provided that if by reason of mandatory

provisions of Law, the perfection, the effect of perfection or non-perfection or the priority of the Security Interests in any Collateral is governed by the
Uniform Commercial Code as in effect in a jurisdiction other than New York, “UCC” means the Uniform Commercial Code as in effect in such other
jurisdiction for purposes of the provisions hereof relating to such perfection, effect of perfection or non-perfection or priority.

 
Section 1.04 Terms General ly. The definitions in Sections 1.02 and 1.03 shall apply equally to both the singular and plural forms of the terms

defined, except for terms defined in both the singular and the plural form. Whenever the context may require, any pronoun shall include the corresponding
masculine, feminine and neuter forms. The words “include”, “includes” and “including” shall be deemed to be followed by the phrase “without
limitation”. All references herein to Articles, Sections and Schedules shall be deemed references to Articles and Sections of, and Schedules to, this
Agreement unless the context shall otherwise require. Unless otherwise expressly provided herein, the word “day” means a calendar day.

 
ARTICLE II

THE SECURITY INTERESTS
 

Section 2.01 Grant of Security Interest. To secure the due and punctual payment of the Finance Obligations, howsoever created, arising or
evidenced, whether direct or indirect, absolute or contingent, now or hereafter existing or due or to become due, in accordance with the terms thereof and
to secure the performance of all of the obligations of each Loan Party hereunder and under the other Finance Documents in respect of the Finance
Obligations, each Loan Party hereby grants to the Collateral Agent for the benefit of the Finance Parties a security interest in, and each Loan Party hereby
pledges and collaterally assigns to the Collateral Agent, for the benefit of the Finance Parties, all of such Loan Party’s right, title and interest in, to and
under the Collateral.
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Section 2.02 Collateral. (a) All right, title and interest of each Loan Party in, to and under the following property, whether now owned or existing

or hereafter created or acquired by a Loan Party, whether tangible or intangible, and regardless of where located, are herein collectively referred to as the
“Collateral”:

(i)                   Stock;
 

(ii) Instruments (including Intercompany Notes);
 

(iii) LLC Interests;
 

(iv) Partnership Interests;
 

(v) Investment Property;
 

(vi) Financial Assets;
 

(vii) all General Intangibles; and
 

(viii) to the extent not otherwise included, all Proceeds of all or any of the Collateral described in clauses (i) through (vii)
above;

 
provided, however, that the Collateral shall not include (i) Equity Interests in excess of 65% of each class of Equity Interests entitled to vote (within the
meaning of Treasury Regulation Section 1.956-2(c)(2)) of (A)    a Foreign Subsidiary, directly owned by any Loan Party, that is a CFC or (B) a Domestic
Subsidiary, directly owned by any Loan Party, that is a CFC Holdco; (ii) any Equity Interest to the extent the pledge thereof would be prohibited by
applicable Law (for so long as such prohibition remains in effect); (iii) margin stock; (iv) to the extent (and for so long as) requiring the consent of any
Person (other than any Group Company) (to the extent such consent has not been obtained) under, or prohibited by the terms of, any applicable
Organizational Documents (other than Organizational Documents of any Loan Party or any Wholly Owned Subsidiary thereof), joint venture agreement or
shareholders’ agreement, Equity Interests in Subsidiaries that are not Wholly Owned Subsidiaries of the Borrower; and (v) any property excluded from the
“Collateral” under and as that term is defined in the Security Agreement or is not otherwise required to be pledge to the Collateral Agent pursuant to the
Credit Agreement or the Security Agreement.

 
(b) Notwithstanding anything herein to the contrary, the foregoing Section 2.02(a) shall not require the creation or perfection of pledges

of or security interests in particular assets (i) as to which the Collateral Agent and the Borrower agree in writing that the costs of obtaining such a security
interest or perfection thereof are excessive in relation to the value to the Lenders of the security to be afforded thereby and (ii) to the extent a security
interest in such assets would result in material adverse tax consequences to the Borrower and its Subsidiaries as reasonably determined by the Borrower, in
consultation with (but without the consent of) the Collateral Agent. The Collateral Agent may grant extensions of time for the perfection of security
interests in particular assets (including extensions beyond the Closing Date for the perfection of security interests in the assets of any Loan Party on such
date) where it determines in its sole discretion that perfection cannot be accomplished without undue effort or expense by the time or times at which it
would otherwise be required by this Agreement or the other Loan Documents.

 
Section 2.03 Continuing Liability Under Collateral. Notwithstanding anything herein to the contrary (except as provided herein or in any other

Finance Document), (a) each Loan Party shall remain liable for all obligations under the Collateral and nothing contained herein is intended or shall be a
delegation of duties to the Collateral Agent or any Finance Party, (b) each Loan Party shall remain liable under each of the agreements included in the
Collateral, including, without limitation, any agreements relating to Pledged Partnership Interests or Pledged LLC Interests, to perform all of the
obligations undertaken by it thereunder, to the same extent as if this Agreement had not been executed, all in accordance with and pursuant to the terms
and provisions thereof (except following any change in ownership of any Loan Party resulting from the exercise by the Collateral Agent or any other
Finance Party of their rights hereunder or otherwise released hereunder) and neither the Collateral Agent nor any Finance Party shall have any obligation
or liability under any of such agreements by reason of or arising out of this Agreement or any other document related thereto nor shall the Collateral Agent
nor any other Finance Party have any obligation to make any inquiry as to the nature or sufficiency of any payment received by it or have any obligation
to take any action to collect or enforce any rights under any agreement included in the Collateral, including, without limitation, any agreements relating to
Pledged Partnership Interests or Pledged LLC Interests, and (c) the exercise by the Collateral Agent of any of its rights hereunder shall not release any Loan
Party from any of its duties or obligations under the contracts and agreements included in the Collateral.

 
 

Exhibit G-2-7
Confidential and Proprietary

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

 

 



 
 

ARTICLE III REPRESENTATIONS AND WARRANTIES
 

Each Loan Party represents and warrants that:
 

Section 3.01 Title to Collateral.
 

(a)                  Each Loan Party has good title to all of its Collateral, free and clear of all Liens, except for Permitted Liens. No Collateral having a
value individually in excess of […***…] is in the possession or control of any Person (other than a Loan Party or its employees) asserting any claim
thereto or security interest therein, except that the Collateral Agent (on behalf of itself and the Finance Parties) or its designees may have possession and/or
control of Collateral as contemplated hereby and by the other Loan Documents and holders of Permitted Liens or their respective designees may have
possession and/or control of Collateral as permitted by the other Loan Documents.

 
(b)                 All information supplied by any Loan Party with respect to any of the Collateral (in each case taken as a whole with respect to any

particular Collateral) is accurate and complete in all material respects.
 

Section 3.02 Governmental Authority. Except as set forth on Schedule 5.03 of the Credit Agreement or Schedule 4.01 of the Security Agreement,
on and as of the date hereof no registration, recordation or filing with any Governmental Authority is required in connection with the execution or delivery
of this Agreement or necessary for the validity or enforceability hereof or for the perfection of the Security Interest.

 
Section 3.03 Collateral.

 
(a)                  Schedules I, II, III and IV hereto (as such schedules may be amended, supplemented or modified from time to time by the

Loan Parties) set forth (i) the name and jurisdiction of organization of, and the ownership interest (including percentage owned and number of shares, units
or other equity interests) of such Loan Party in the Stock, LLC Interests and Partnership Interests issued by each of such Loan Party’s direct Subsidiaries
which are required to be included in the Collateral and pledged hereunder, (ii) all other Stock, LLC Interests and Partnership Interests directly owned by
such Loan Party that are required to be included in the Collateral and pledged hereunder and (iii) the issuer, date of issuance and amount of (x)
Intercompany Notes and (y) all other promissory notes having a face value individually, in excess of […***…], directly owned or held by such Loan Party
that are required to be included in the Collateral and pledged hereunder. Except as set forth on Schedules I, II, III and IV, such Loan Party holds all Pledged
Shares, Pledged LLC Interests and Pledged Partnership Interests directly (i.e., not through a Subsidiary, Securities Intermediary or any other Person).
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(b)                 Except as set forth on Schedules I, III and IV hereto, with respect to Pledged Shares, Pledged LLC Interests and Pledged

Partnership Interests issued by each of such Loan Party’s direct Subsidiaries which are required to be included in the Collateral, (i) such Collateral
constitutes 100% (or 65% in the case of the issued and outstanding shares of the aggregate voting Equity Interests and 100% of the issued and outstanding
shares of the aggregate non-voting Equity Interests of any CFC Holdco or first tier Foreign Subsidiary that is a CFC) of the issued and outstanding shares
of capital stock or other equity interests of the respective issuers thereof, (ii) no issuer of such Collateral has outstanding any security convertible into or
exchangeable for any shares of its capital stock or other equity interests or any warrant, option, convertible security, instrument or other interest entitling
the holder thereof to acquire any such shares or any security convertible into or exchangeable for such shares, (iii) there are no voting trusts, stockholder
agreements, proxies or other agreements in effect with respect to the voting or transfer of such shares of its capital stock and (iv) there are no Liens or
agreements, arrangements or obligations to create or give any Lien relating to any such shares of capital stock except for Permitted Liens. Except as
permitted under the Credit Agreement, no Loan Party is now and or will become a party to or otherwise bound by any agreement, other than this
Agreement or the Loan Documents, which materially restricts in any adverse manner the rights of the Collateral Agent or any other present or future holder
of any Collateral with respect thereto.

 
Section 3.04 No Consents. Except for filings necessary to perfect the Security Interest, no material consent, approval, license, notice to, action by,

authorization or validation of, or filing, recording or registration with, or exemption by any Governmental Authority is required to be obtained by such
Loan Party in connection with the execution, delivery or performance of this Agreement, or in connection with the rights and remedies of the Collateral
Agent pursuant to this Agreement, except (i) as may be required in connection with the disposition of the Collateral by Laws affecting the offering and sale
of securities generally, or (ii) such consent, approval, license, authorization, validation, filing, recordation, registration or exemption obtained on or prior
to the Closing Date.

 
ARTICLE IV COVENANTS

 
Each Loan Party covenants and agrees that until the Discharge of the Senior Finance Obligations or, in the case of a Subsidiary Guarantor only,

such earlier time as it is released from its obligations hereunder in accordance with the provisions of Section 8.11, such Loan Party will comply with the
following:

 
Section 4.01 Delivery of Collateral. Except as provided in Section 2.02(b), all Collateral (other than “Excepted Instruments” as defined in Section

4.03 of the Security Agreement) shall be Delivered to and held by or on behalf of the Collateral Agent pursuant hereto; provided that after the Closing
Date, with respect to Collateral consisting of Uncertificated Securities of a Group Company not required to be a Subsidiary Guarantor, such Loan Party
shall use commercially reasonable efforts to cause the issuer of such Uncertificated Securities to take such actions necessary for such Loan Party to Deliver
such Uncertificated Securities (and it is agreed that no such Delivery shall be required for such Uncertificated Securities having a value of less than […
***…]), provided, further, that so long as no Event of Default shall have occurred and be continuing and notice is received by the Loan Party from the
Collateral Agent stating otherwise, and except as required by the Security Agreement or any other Loan Document, each Loan Party may retain any
Collateral (i) consisting of cash, checks, drafts and other Instruments (other than Pledged Notes and any additional or substitute promissory notes issued to
or otherwise acquired by such Loan Party in respect of Pledged Notes) received by it in the ordinary course of business or (ii) which it is otherwise entitled
to receive and retain pursuant to Section 5.01 hereof, and the Collateral Agent shall, promptly upon request of any Loan Party, make appropriate
arrangements for making any Collateral consisting of an Instrument or a Certificated Security pledged by such Loan Party available to it for purposes of
presentation, collection or renewal (any such arrangement to be effected, to the extent deemed appropriate by the Collateral Agent, against trust receipt or
like document). All Collateral Delivered hereunder shall be accompanied by any required transfer tax stamps. The Collateral Agent shall have the right at
any time upon the occurrence and during the continuance of an Event of Default, and upon five (5) days prior written notice to the Borrower, to cause any
or all of the Collateral to be transferred of record into the name of the Collateral Agent or its nominee. Each Loan Party will promptly give the Collateral
Agent copies of any material notices or other material communications received by it with respect to Collateral registered in the name of such Loan Party,
and the Collateral Agent will promptly give the Borrower and each Loan Party copies of any material notices and material communications received by
the Collateral Agent with respect to Collateral registered in the name of the Collateral Agent or its nominee or custodian.
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Section 4.02 Further Actions. Such Loan Party will, from time to time at its expense and in such manner and form as the Collateral Agent may

reasonably request, subject to any applicable limitations set forth herein or in any other Loan Document, execute, deliver, file and record or authorize the
recording of any financing statement, specific assignment, instrument, document, agreement or other paper and take any other reasonable action
(including, without limitation, any filings of financing or continuation statements under the Uniform Commercial Code) that from time to time may be
necessary in order to create, preserve, perfect or maintain the Security Interest or to enable the Collateral Agent and the Finance Parties to exercise and
enforce any of their rights, powers and remedies created hereunder or under applicable Law with respect to any of the Collateral. Such Loan Party will, from
time to time at its expense and in such manner and form as the Collateral Agent may reasonably request, take reasonable action to ensure the Security
Interest as a Requisite Priority Lien (subject to Permitted Liens having priority by operation of Law over the Collateral Agent’s Lien or as otherwise
permitted by the Finance Documents) and shall defend such security interests and such priority against the claims and demands of all Persons (other than
holders of Permitted Liens to the extent applicable) to the extent materially adverse to such Loan Party’s ownership rights or otherwise inconsistent with
this Agreement or the other Loan Documents. To the extent permitted by applicable Law, such Loan Party hereby authorizes the Collateral Agent to
execute and file, in the name of such Loan Party or otherwise and without separate authorization or authentication of such Loan Party appearing thereon,
such UCC financing statements or continuation statements as the Collateral Agent in its reasonable discretion may deem necessary or reasonably
appropriate to further perfect or maintain the perfection of the Security Interest in favor of the Collateral Agent for the benefit of the Finance Parties. Such
Loan Party hereby authorizes the Collateral Agent, in accordance with the requirements of Section 9-509 of the applicable UCC, to file financing and
continuation statements describing as the Collateral covered thereby “all assets of the Debtor”, “all personal property of the Debtor” or words to similar
effect, notwithstanding that such description may be broader in scope than the Collateral described in this Agreement. Such Loan Party agrees that, except
to the extent that any filing office requires otherwise, a carbon, photographic, photostatic or other reproduction of this Agreement or of a financing
statement is sufficient as a financing statement. The Loan Parties shall pay the reasonable and documented out-of-pocket costs of, or incidental to, any
recording or filing of any financing or continuation statements or other assignment documents in favor of the Collateral Agent concerning the Collateral.

 
Section 4.03 Disposition of Collateral. Such Loan Party will not sell, exchange, assign or otherwise dispose of, or grant any option with respect to,

any Collateral or create or suffer to exist any Lien (other than the Security Interest and other Permitted Liens) on any Collateral except as permitted under
this Agreement, the Credit Agreement or any other Loan Document, whereupon, in the case of any such sale, exchange, assignment, disposition or grant
(other than any such sale, exchange, assignment, disposition or grant to another Loan Party), the Security Interest created hereby in such Collateral (but not
in any Proceeds arising from such sale, exchange, assignment, disposition or grant) shall automatically terminate and cease immediately without any
further action on the part of the Collateral Agent.
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Section 4.04 Additional Collateral. (a) Such Loan Party will cause each issuer of the Collateral that is a direct Subsidiary of such Loan Party not to

issue any stock, other securities, limited liability company membership interests, partnership interests, promissory notes or other instruments in addition to
or in substitution for the Pledged Shares, Pledged LLC Interests, Pledged Partnership Interests and Pledged Notes issued by such issuer (in each case, to the
extent that any of such items constitute Collateral), except as permitted under the Credit Agreement or any other Loan Document or except to such Loan
Party or ratably to all then existing holders of Equity Interests of such issuer and, in the event that any issuer of Collateral at any time issues any additional
or substitute stock, other securities, limited liability company membership interests, partnership interests, promissory notes or other instruments to such
Loan Party, such Loan Party will promptly Deliver all such items (in each case, to the extent that such items constitute Collateral) to the Collateral Agent
to hold as Collateral hereunder to the extent required by Section 4.01 and will within forty-five (45) days (or such later date as may be agreed by the
Collateral Agent in its sole discretion) thereafter deliver to the Collateral Agent such supplements to Schedules I through IV hereto as are necessary to
cause such Schedules to be complete and accurate at such time. The delivery of such items of Collateral and the associated supplements to the applicable
Schedules shall be conclusive evidence of such Loan Parties pledge of such Collateral hereunder.

 
(b) Each Loan Party acknowledges and agrees that, to the extent any LLC Interest or Partnership Interest acquired by such Loan Party

after the date of this Agreement and constituting Pledged LLC Interests or Pledged Partnership Interests shall be a “security” within the meaning of Article
8 of the New York UCC and shall be governed by Article 8 of the New York UCC, such Loan Party shall, to the extent permitted by applicable Law, cause
(or, in the case of a Person that is not a Subsidiary of a Loan Party, use commercially reasonable efforts to cause) the issuer thereof to issue the
corresponding certificates.

 
Section 4.05 Information Regarding Collateral. Such Loan Party will, promptly, upon request, provide to the Collateral Agent all available

information and evidence it may reasonably request concerning the Collateral to enable the Collateral Agent to enforce the provisions of this Agreement.
 

Section 4.06 Certification of LLC Interests and Partnership Interests. Each Loan Party acknowledges and agrees that (a) any Pledged LLC Interests
or Pledged Partnership Interests controlled by such Loan Party required to be pledged hereunder that are not represented by a certificate are not “securities”
within the meaning of Article 8 of the New York UCC and (b) such Loan Party shall not at any time elect to treat any such interest as a “security” within
the meaning of Article 8 of the New York UCC unless such Loan Party shall cause (or, in the case of a Person that is not a Subsidiary of a Loan Party, use
commercially reasonable efforts to cause) the issuer thereof to issue the corresponding certificates representing such interests and promptly (but in no case
later than thirty (30) days) pledges any such certificate to the Collateral Agent pursuant to terms hereof.

 
Section 4.07 Impairment. Such Loan Party shall not take or permit any action which impairs the Collateral Agent’s rights in any material portion

of the Collateral. Such Loan Party shall not produce, use or permit any Collateral to be used unlawfully or in violation of any provision of this Agreement
or any other Loan Document or any applicable statute, regulation or ordinance or any policy of insurance covering the Collateral except as could not
reasonably be expected to have a Material Adverse Effect.
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ARTICLE V DISTRIBUTIONS ON COLLATERAL; VOTING

 
Section 5.01 Right to Receive Distributions on Collateral; Voting.

 
(a)                  Unless and until (x) an Event of Default shall have occurred and be continuing and (y) two (2) Business Day’s prior written

notice thereof shall have been given by the Collateral Agent to the relevant Loan Party (provided that if an Event of Default specified in Section 8.01(f) of
the Credit Agreement shall occur, no such notice shall be required):

 
(i)                   Each Loan Party shall be entitled to exercise any and all voting, management, administration and other consensual

rights pertaining to the Collateral or any part thereof for any purpose not inconsistent with the terms of this Agreement and the other Loan
Documents in accordance with the exercise of its business discretion; and

 
(ii)                 Each Loan Party shall be entitled to receive and retain any and all dividends, interest, distributions, cash,

instruments and other payments and distributions made on or in respect of the Collateral.
 

(b)                 Upon the occurrence and during the continuance of an Event of Default under Section 8.01(f) of the Credit Agreement or any
other Event of Default in respect of which the Collateral Agent has given the respective Loan Party notice as required by Section 5.01(a):

 
(i)                   All rights of each Loan Party to receive the dividends, interest, distributions, cash, instruments and other payments

and distributions which it would otherwise be authorized to receive and retain pursuant to Section 5.01(a)(ii) shall cease, and all such rights shall
thereupon become vested in the Collateral Agent, which shall thereupon have the sole right to receive and hold as Collateral such dividends,
interest, distributions, cash, instruments and other payments and distributions.

 
(ii)                 All dividends, interest, distributions, cash, instruments and other payments and distributions which are received by

any Loan Party contrary to the provisions of paragraph (i) of this Section 5.01(b) shall be received in trust for the benefit of the Collateral Agent,
shall be segregated from other property or funds of such Loan Party and shall be forthwith Delivered, in the same form as so received to the
Collateral Agent or its nominee or custodian to hold as Collateral.

 
(iii)                All rights of such Loan Party to exercise the voting, management, administration and other consensual rights which

it would otherwise be entitled to exercise pursuant to Section 5.01(a)(i) shall cease, all such rights shall thereupon become vested in the Collateral
Agent, who shall thereupon have the sole right to exercise such voting, management, administration and other consensual rights, and such Loan
Party shall take all actions reasonably necessary to effect such right of the Collateral Agent.

 
(c)                  The Collateral Agent shall, upon all Events of Default ceasing to be in existence and upon receiving a written request from

any Loan Party accompanied by a certificate signed by an authorized officer of such Loan Party stating that no Event of Default has occurred and is
continuing, promptly execute and deliver (or cause to be executed and delivered) to such Loan Party or as specified in such request all proxies, powers of
attorney, consents, ratifications and waivers and other instruments as such Loan Party may reasonably request for the purpose of enabling such Loan Party
to exercise the voting and other rights which it is entitled to exercise pursuant to Section 5.01(a)(i) above and to receive the dividends, interest,
distributions, cash, instruments or other payments or distributions which it is authorized to receive and retain pursuant to Section 5.01(a)(ii) above in
respect of any of the Collateral, if any, which is registered in the name of the Collateral Agent or its nominee.
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ARTICLE VI
GENERAL AUTHORITY; REMEDIES

 
Section 6.01 General Authority. Until the Discharge of Senior Finance Obligations or in respect of any Loan Party that ceases to be a Subsidiary

Guarantor, as permitted under the Credit Agreement, until the time such Loan Party is released from its obligations hereunder in accordance with the
provisions of Section 8.11, each Loan Party hereby irrevocably appoints the Collateral Agent and any officer or agent thereof as its true and lawful
attorney-in-fact, with full power of substitution, in the name of such Loan Party, or, in the case of Collateral any of the Collateral Agent, the Finance Parties
or otherwise, for the sole use and benefit of the Collateral Agent and the Finance Parties, but at such Loan Party’s expense, to the extent permitted by Law,
to exercise from time to time while an Event of Default has occurred and is continuing all or any of the following powers with respect to all or any of the
Collateral:

 
(i)                   to take any and all reasonably appropriate action and to execute any and all documents and instruments which may

be necessary to carry out the terms of this Agreement;
 

(ii)                 to receive, take, indorse, assign and deliver any and all checks, notes, drafts, acceptances, documents and other
negotiable and non-negotiable Instruments taken or received by such Loan Party as, or in connection with, the Collateral;

 
(iii)                to accelerate any Pledged Note which may be accelerated in accordance with its terms, and to otherwise demand,

sue for, collect, receive and give acquittance for any and all monies due or to become due on or by virtue of any Collateral;
 

(iv)                to commence, settle, compromise, compound, prosecute, defend or adjust any claim, suit, action or proceeding with
respect to, or in connection with, the Collateral;

 
(v)                 to sell, transfer, assign or otherwise deal in or with the Collateral or the Proceeds or avails thereof, as fully and

effectively as if the Collateral Agent were the absolute owner thereof;
 

(vi)                to extend the time of payment of any or all of the Collateral and to make any allowance and other adjustments with
respect thereto;

 
(vii)              subject to the giving of notice to the relevant Loan Party in accordance with (and to the extent required by) Section

5.01(a) hereof, to vote all or any part of the Pledged Shares, Pledged LLC Interests, Pledged Partnership Interests and/or Pledged Notes (whether or
not transferred into the name of the Collateral Agent or its nominee) and give all consents, waivers and ratifications in respect of the Collateral;
and

 
(viii)             to do, at its option, but at the expense of the Loan Parties, at any time or from time to time, all acts and things which

the Collateral Agent deems reasonably necessary to protect or preserve the Collateral and to realize upon the Collateral.
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Section 6.02 Authority of Collateral Agent. Each Loan Party acknowledges that the rights and responsibilities of the Collateral Agent under this

Agreement with respect to any action taken by it or them or the exercise or nonexercise by the Collateral Agent of any option, voting right, request,
judgment or other right or remedy provided for herein or resulting or arising out of this Agreement shall, as among the Collateral Agent and the other
Finance Parties, be governed by the Credit Agreement and by such other agreements with respect thereto as may exist from time to time among them, but,
as between the Collateral Agent, on the one hand, and the Loan Parties on the other, the Collateral Agent shall be conclusively presumed to be acting as
agent for the other Finance Parties it represents as collateral agent, with full and valid authority so to act or refrain from acting, and no Loan Party shall be
under any obligation, or entitlement, to make any inquiry respecting such authority.

 
Section 6.03 Remedies upon Event of Default.

 
(a)                  If any Event of Default has occurred and is continuing, the Collateral Agent, upon being instructed to do so by the Required

Lenders, may, in addition to all other rights and remedies granted to it in this Agreement and in any other agreement securing, evidencing or relating to the
Finance Obligations (including, without limitation, the right to give instructions or a notice of sole control to an issuer subject to an Issuer Control
Agreement, and promptly after cure or waiver of all Events of Default, the Collateral Agent shall give notice of revocation of any notice of sole control
delivered) or under applicable Law: (i) subject to Section 8.04, exercise on behalf of the Finance Parties all rights and remedies of a secured party under the
UCC (whether or not in effect in the jurisdiction where such rights are exercised) and, in addition, (ii) without demand of performance or other demand or
notice of any kind (except as herein provided or as may be required by mandatory provisions of Law) to or upon any Loan Party or any other Person (all of
which demands and/or notices are hereby waived by each Loan Party), (A) apply all cash, if any, then held by it as Collateral as specified in Section 6.08
and (B) if there shall be no such cash or other amounts or if such cash and other amounts shall be insufficient to pay all the Finance Obligations in full or
cannot be so applied for any reason or if the Collateral Agent determines to do so, collect, receive, appropriate and realize upon the Collateral and/or sell,
assign, give an option or options to purchase or otherwise dispose of and deliver the Collateral (or contract to do so) or any part thereof at public or private
sale, at any office of the Collateral Agent or elsewhere in such manner as is commercially reasonable and as the Collateral Agent may deem best, for cash,
on credit or for future delivery, without assumption of any credit risk and at such price or prices as the Collateral Agent may deem reasonably satisfactory.

 
(b)                 If any Event of Default has occurred and is continuing, the Collateral Agent shall give each Loan Party not less than ten (10)

days’ prior notice of the time and place of any sale or other intended disposition of any of the Collateral, except as to any Collateral which threatens to
decline speedily in value or is of a type customarily sold on a recognized market. Any such notice shall (i) in the case of a public sale, state the time and
place fixed for such sale, (ii) in the case of a private sale, state the day after which such sale may be consummated, (iii) contain the information specified in
Section 9-613 of the UCC, (iv) be authenticated and (v) be sent to the parties required to be notified pursuant to Section 9- 611(c) of the UCC; provided
that, if the Collateral Agent fails to comply with this sentence in any respect, its liability for such failure shall be limited to the liability (if any) imposed
on it as a matter of Law under the UCC. The Collateral Agent and each Loan Party agree that such notice constitutes reasonable notification within the
meaning of Section 9-611 of the UCC. Except as otherwise provided herein, each Loan Party hereby waives, to the extent permitted by applicable Law,
notice and judicial hearing in connection with the Collateral Agent’s taking possession or disposition of any of the Collateral.
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(c)                  The Collateral Agent or any Finance Party may be the purchaser of any or all of the Collateral so sold at any public sale (or,

if the Collateral is of a type customarily sold in a recognized market or is of a type which is the subject of widely distributed standard price quotations, at
any private sale). Each Loan Party acknowledges that it is aware that Section 9-610 of the UCC provides that the Collateral Agent or a Finance Party may
purchase Collateral if it is sold at a public sale. Each Loan Party
will execute and deliver such documents and take such other action as the Collateral Agent reasonably deems necessary or advisable in order that any such
sale may be made in compliance with Law. Upon any such sale, the Collateral Agent shall have the right to deliver, assign and transfer to the purchaser
thereof the Collateral so sold. Each purchaser at any such sale shall hold the Collateral so sold to it absolutely and free from any claim or right of
whatsoever kind. Any such public sale shall be held at such time or times within ordinary business hours and at such place or places as the Collateral
Agent may fix in the notice of such sale. At any such sale, the Collateral may be sold in one lot as an entirety or in separate parcels, as the Collateral Agent
may reasonably determine. The Collateral Agent shall not be obligated to make any such sale pursuant to any such notice. The Collateral Agent may,
without notice or publication, adjourn any public or private sale or cause the same to be adjourned from time to time by announcement at the time and
place fixed for the sale, and such sale may be made at any time or place to which the same may be so adjourned without further notice. In the case of any
sale of all or any part of the Collateral on credit or for future delivery, the Collateral so sold may be retained by the Collateral Agent until the selling price
is paid by the purchaser thereof, but the Collateral Agent shall not incur any liability in the case of the failure of such purchaser to take up and pay for the
Collateral so sold and, in the case of any such failure, such Collateral may again be sold upon like notice.

 
(d)                 Notwithstanding anything to the contrary in this Agreement, the exercise of remedies under this Agreement by the Collateral

Agent upon the occurrence and during an Event of Default shall be subject to Section 8.02(d) of the Credit Agreement.
 

Section 6.04 Securities Act . Each Loan Party expressly agrees that the Collateral Agent is authorized, in connection with any sale of any
Collateral to the extent permitted under applicable Securities Laws, if it reasonably deems it advisable so to do, (i) to restrict the prospective bidders on or
purchasers of any of the Collateral to a limited number of sophisticated investors who will represent and agree that they are purchasing for their own
account for investment and not with a view to the distribution or sale of any of such Collateral, (ii) to cause to be placed on certificates for any or all of the
Collateral or on any other securities pledged hereunder a legend to the effect that such security has not been registered under the Securities Act of 1933
and may not be disposed of in violation of the provision of said Act and
(iii)      to impose such other limitations or conditions in connection with any such sale as the Collateral Agent deems necessary or advisable in order to
comply with said Act or any other Law. Each Loan Party acknowledges and agrees that such limitations may result in prices and other terms less favorable
to the seller than if such limitations were not imposed, and, notwithstanding such limitations, agrees that any such sale shall not be deemed to have been
made in a commercially unreasonable manner solely by virtue of such sale being private, it being the agreement of the Loan Parties and the Collateral
Agent that the provisions of this Section 6.04 will apply notwithstanding the existence of a public or private market upon which the quotations or sales
prices may exceed substantially the price at which the Collateral Agent sells the Collateral. The Collateral Agent shall not be under any obligation to
delay a sale of any Collateral for a period of time necessary to permit the issuer of any securities contained therein to register such securities under the
Securities Laws, or under applicable state securities Laws, even if the issuer would agree to do so.

 
Section 6.05 Other Rights of the Collateral Agent. If any Event of Default has occurred and is continuing, subject to Section 8.02(d) of the Credit

Agreement, the Collateral Agent, instead of exercising the power of sale conferred upon it pursuant to Section 6.03, may proceed by a suit or suits at Law
or in equity to foreclose the Security Interest and sell the Collateral, or any portion thereof, under a judgment or decree of a court or courts of competent
jurisdiction, and may in addition institute and maintain such suits and proceedings as the Collateral Agent may deem appropriate to protect and enforce
the rights vested in it by this Agreement.

 
Exhibit G-2-15

Confidential and Proprietary
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.

OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

 



 
 
Section 6.06 Limitation on Duty of the Collateral Agent in Respect of Collateral. Beyond the exercise of reasonable care in the custody thereof,

none of the Collateral Agent or any Finance Party shall have any duty to exercise any rights or take any steps to preserve the rights of any Loan Party in
the Collateral in its or their possession or control or in the possession or control of any agent or bailee or any income thereon or as to the preservation of
rights against prior parties or any other rights pertaining thereto, nor shall the Collateral Agent or any Finance Party be liable to any Loan Party or any
other Person for failure to meet any obligation imposed by Section 9-207 of the UCC or any successor provision. Each Loan Party agrees to the extent it
may lawfully do so that the Collateral Agent shall not at any time be required to, nor shall the Collateral Agent be liable to any Loan Party for any failure
to, account separately to any Loan Party for amounts received or applied by the Collateral Agent from time to time in respect of the Collateral pursuant to
the terms of this Agreement. Without limiting the foregoing, the Collateral Agent shall be deemed to have exercised reasonable care in the custody and
preservation of the Collateral in its possession if the Collateral is accorded treatment substantially equal to that which the Collateral Agent accords its own
property, and (i) shall not be liable or responsible for any loss or damage to any of the Collateral, or for any diminution in the value thereof, by reason of
the act or omission of any agent or bailee selected by the Collateral Agent in good faith absent bad faith, gross negligence or willful misconduct (as
determined in a final, non-appealable judgment by a court of competent jurisdiction) and (ii) shall not have any duty or responsibility for ascertaining or
taking action with respect to calls, conversions, exchanges, maturities, tenders or other matters relative to any Collateral, whether or not the Collateral
Agent has or is deemed to have knowledge of such matters.

 
Section 6.07 Waiver and Estoppel.

 
(a)                  Each Loan Party agrees, to the extent it may lawfully do so, that it will not at any time in any manner whatsoever claim or

take the benefit or advantage of, any appraisal, valuation, stay, extension, moratorium, turnover or redemption Law, or any Law permitting it to direct the
order in which the Collateral shall be sold, now or at any time hereafter in force which may delay, prevent or otherwise affect the performance or
enforcement of this Agreement, to the extent permitted by applicable Law, and each Loan Party hereby waives all benefit or advantage of all such Laws to
the extent permitted by Law. Each Loan Party covenants that it will not hinder, delay or impede the execution of any power granted to the Collateral
Agent, the Administrative Agent or any other Finance Party in any Finance Document.

 
(b)                 Upon the occurrence and during the continuance of an Event of Default, each Loan Party, to the extent it may lawfully do so,

on behalf of itself and all who claim through or under it, including without limitation any and all subsequent creditors, vendees, assignees and lienors,
waives and releases all rights to demand or to have any marshalling of the Collateral upon any sale, whether made under any power of sale granted herein
or pursuant to judicial proceedings or under any foreclosure or any enforcement of this Agreement, and consents and agrees that all of the Collateral may
at any such sale be offered and sold as an entirety.

 
(c)                  Upon the occurrence and during the continuance of an Event of Default, each Loan Party waives, to the extent permitted by

Law, presentment, demand, protest and any notice of any kind (except the notices expressly required hereunder or in the other Finance Documents) in
connection with this Agreement and any action taken by the Collateral Agent with respect to the Collateral.

 
Section 6.08 Application of Proceeds.

 
(a)                  Priority of Distributions. Upon the occurrence and during the continuance of an Event of Default, the proceeds of any sale

by the Collateral Agent of, or other realization upon, all or any part of the Collateral (including any proceeds received and held pursuant to Section 5.01)
and any cash held hereunder by the Collateral Agent or any nominee or custodian thereof shall be paid over to the Administrative Agent for application as
provided in the Credit Agreement, subject in all cases to the priorities set forth in Section 8.04 of the Credit Agreement. The Collateral Agent may make
distributions hereunder in cash or in kind or, on a ratable basis, in any combination thereof.
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(b)                 Reliance by the Collateral Agent. For purposes of applying payments received in accordance with this Section 6.08, the

Collateral Agent shall be entitled to rely upon (i) the Administrative Agent under the Credit Agreement, and (ii) the authorized representative (the
“Representative”) for the Swap Creditors for a determination (which the Administrative Agent, each Representative for any Swap Creditor and the Finance
Parties agree (or shall agree) to provide upon request of the Collateral Agent) of the outstanding Senior Credit Obligations and Swap Obligations owed to
the Finance Parties, and shall have no liability to any Loan Party or any other Finance Party for actions taken in reliance on such information. Unless it has
actual knowledge (including by way of written notice from a Swap Creditor) to the contrary, the Collateral Agent, in acting hereunder, shall be entitled to
assume that no Swap Agreements are in existence. All distributions made by the Collateral Agent pursuant to this Section shall be presumptively correct
(except in the event of manifest error, and the Collateral Agent shall have no duty to inquire as to the application by the Finance Parties of any amounts
distributed to them.

 
(c)                  Deficiencies. It is understood that the Loan Parties shall remain jointly and severally liable to the extent of any deficiency

between the amount of the proceeds of the Collateral and the amount of the Finance Obligations.
 

ARTICLE VII
THE COLLATERAL AGENT

 
Section 7.01 Concerning the Collateral Agent. The provisions of Article IX of the Credit Agreement shall inure to the benefit of the Collateral

Agent in respect of this Agreement and shall be binding upon all Loan Parties and all Finance Parties and upon the parties hereto in such respect. In
furtherance and not in derogation of the rights, privileges and immunities of the Collateral Agent therein set forth:

 
(i)                   The Collateral Agent is authorized to take all such actions as are provided to be taken by it as Collateral Agent

hereunder and all other action reasonably incidental thereto. As to any matters not expressly provided for herein (including, without limitation,
the timing and methods of realization upon the Collateral), the Collateral Agent shall act or refrain from acting in accordance with written
instructions from the Required Lenders or, in the absence of such instructions or provisions, in accordance with its discretion.

 
(ii)                 The Collateral Agent shall not be responsible for the existence, genuineness or value of any of the Collateral or for

the validity, perfection, priority or enforceability of the Security Interest created hereunder in any of the Collateral, whether impaired by
operation of Law or by reason of any action or omission to act on its part hereunder unless such action or omission constitutes gross negligence,
bad faith or willful misconduct (as determined in a final, non-appealable judgment by a court of competent jurisdiction). The Collateral Agent
shall not have a duty to ascertain or inquire as to the performance or observance of any of the terms of this Agreement by any Loan Party.

 
Section 7.02 Appointment of Co-Collateral Agent. At any time or times, in order to comply with any legal requirement in any jurisdiction or

otherwise, the Collateral Agent may in consultation with the Borrower, appoint another bank or trust company or one or more other persons, either to act as
co- agent or co-agents, jointly with the Collateral Agent, or to act as separate agent or agents on behalf of the Finance Parties with such power and
authority as may be necessary for the effectual operation of the provisions hereof and may be specified in the instrument of appointment (which may, in the
discretion of the Collateral Agent, include provisions for the protection of such co-agent or separate agent similar to the provisions of Section 7.01).
Notwithstanding any such appointment, each Loan Party shall, so long as no Event of Default shall have occurred and be continuing, be entitled to deal
solely and directly with the Collateral Agent rather than any such co-agent in connection with the Collateral Agent’s rights and obligations under this
Agreement.
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Section 7.03 Appointment of Sub-Agents. The Collateral Agent shall have the right to appoint one or more sub-agents for the purpose of retaining

physical possession of the Pledged Shares, Pledged LLC Interests, Pledged Partnership Interests and Pledged Notes, which may be held (in the discretion of
the Collateral Agent) in the name of the relevant Loan Party, indorsed or assigned in blank or in favor of the Collateral Agent or any nominee or custodian
of the Collateral Agent or a sub-agent appointed by the Collateral Agent.

 
ARTICLE VIII 

MISCELLANEOUS
 

Section 8.01 Notices.
(a)                  Unless otherwise expressly provided herein, all notices, and other communications provided for hereunder shall be in

writing (including by facsimile transmission or electronic mail) and shall be delivered by hand or overnight courier service, mailed by certified or
registered mail or sent by telecopier, to the address, facsimile number or (subject to subsection (b) below) electronic mail address specified for notices: (i)
in the case of any Loan Party, the Administrative Agent, the Collateral Agent or any Lender, as specified in or pursuant to Section 10.02 of the Credit
Agreement; (ii) in the case of any Swap Creditor as set forth in any applicable Swap Agreement; or (iii) in the case of any party, at such other address as
shall be designated by such party in a notice to the Collateral Agent and each other party hereto. All such notices and other communications shall be
deemed to be given or made upon the earlier of: (i) actual receipt by the intended recipient and (ii) if delivered by facsimile transmission, when sent
(except that, if not given during normal business hours for the recipient, shall be deemed to have been given at the opening of business on the next
Business Day for the recipient). Notices delivered through electronic communications to the extent provided in paragraph (b) shall be effective as
provided in said paragraph (b).

 
(b)                 Notices and other communications to the Agents and the Lenders hereunder may (subject to Section 10.02(d) of the Credit

Agreement) be delivered or furnished by electronic communication (including e-mail and Internet or intranet websites) pursuant to procedures approved
by the Administrative Agent. The Administrative Agent, the Collateral Agent or the Borrower may, in its discretion, agree to accept notices and other
communications to it hereunder by electronic communications pursuant to procedures approved by it; provided that approval of such procedures may be
limited to particular notices or communications. Unless the Administrative Agent otherwise prescribes, (i)    notices and other communications sent to an e-
mail address shall be deemed received upon the sender’s receipt of an acknowledgement from the intended recipient (such as by the “return receipt
requested” function, as available, return e-mail or other written acknowledgement); provided that if such notice or other communication is not sent during
the normal business hours of the recipient, such notice or communication shall be deemed to have been sent at the opening of business on the next
Business Day for the recipient, and (ii) notices or communications posted to an Internet or intranet website shall be deemed received upon the deemed
receipt by the intended recipient at its e-mail address as described in the foregoing clause (i) of notification that such notice or communication is available
and identifying the website address therefor.
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Section 8.02 No Waivers; Non-Exclusive Remedies. No failure by any Lender or by the Collateral Agent to exercise, and no delay by any such

Person in exercising, any right, remedy, power or privilege under this Agreement or any other Finance Document or other document or agreement
contemplated hereby or thereby shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy, power or privilege hereunder
preclude any other or further exercise thereof or the exercise of any other right, remedy, power or privilege. The rights, remedies, powers and privileges
herein provided are cumulative and not exclusive of any rights, remedies, powers and privileges provided by Law. Without limiting the foregoing, nothing
in this Agreement shall impair the right of any Finance Party to exercise any right of set-off or counterclaim it may have and to apply the amount subject to
such exercise to the payment of indebtedness of any Loan Party other than its indebtedness under the Finance Documents. Each Loan Party agrees, to the
fullest extent it may effectively do so under applicable Law, that any holder, as to which the identity is disclosed, of a participation in a Finance
Obligation, whether or not acquired pursuant to the terms of any applicable Finance Document, may exercise rights of set-off or counterclaim or other
rights it may have with respect to such participation as fully as if such holder of a participation were a direct creditor of the Loan Party in the amount of
such participation. Each Finance Party agrees to notify the Collateral Agent and the affected Loan Party promptly after any such set off and application;
provided, however, that failure to give such notice shall not affect the validity thereof.

 
Section 8.03 Compensation and Expenses of the Collateral Agent; Indemnification.

 
(a)                  Expenses and Indemnification. The terms of Section 10.04 and 10.11 of the Credit Agreement with respect to costs and

expenses, indemnification and survival are incorporated herein by reference, mutatis mutandis, and the parties hereto agree to such terms.
 

(b)                 Protection of Collateral. If an Event of Default occurs and is continuing by reason of any Loan Party’s failure to comply
with the provisions of any Finance Document, such that the value of any Collateral or the validity, perfection, rank or value of the Security Interest is
thereby materially diminished or potentially diminished or put at material risk, the Collateral Agent may, but shall not be required to, effect such
compliance on behalf of such Loan Party, and the Loan Parties shall reimburse the Collateral Agent for the reasonable and documented out-of-pocket costs
thereof within thirty (30) days of demand. Any and all excise, property, sales and use taxes imposed by any state, federal or local authority on any of the
Collateral, or in respect of periodic appraisals of the Collateral, or in respect of the sale or other disposition thereof shall be borne and paid by the Loan
Parties. If any Loan Party fails to promptly pay any portion thereof when due within such thirty (30) day period, the Collateral Agent may, at its option, but
shall not be required to, pay the same and charge the Loan Parties’ account therefor, and the Loan Parties agree to reimburse the Collateral Agent therefor
on demand. Subject to Section 10.04 of the Credit Agreement, all sums for which any Loan Party may become liable hereunder shall be additional Finance
Obligations hereunder.

 
(c)                  Contribution. If and to the extent that the obligations of any Loan Party under this Section 8.03 are unenforceable for any

reason, each Loan Party hereby agrees to make the maximum contribution to the payment and satisfaction of such obligations which is permissible under
applicable Law.

 
Section 8.04 Enforcement. The Finance Parties agree that this Agreement may be enforced only by the action of the Collateral Agent, acting upon

the instructions of the Required Lenders as set forth in the Credit Agreement and that no other Finance Party shall have any right individually to seek to
enforce this Agreement or to realize upon the security to be granted hereby, it being understood and agreed that such rights and remedies may be exercised
by the Collateral Agent for the benefit of the Finance Parties upon the terms of this Agreement and the other Finance Documents.
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Section 8.05 Amendments and Waivers. Any provision of this Agreement may be amended, changed, discharged, terminated or waived if, but

only if, such amendment or waiver is in writing and is signed by each Loan Party directly affected by such amendment, change, discharge, termination or
waiver (it being understood that the addition or release of any Loan Party hereunder shall not constitute an amendment, change, discharge, termination or
waiver affecting any Loan Party other than the Loan Party so added or released) and the Collateral Agent (with the consent of the Required Lenders to the
extent required by Section 10.01 of the Credit Agreement, or such lesser amount of the Lenders, if any, as may be specified therein); provided that the
Administrative Agent and the Borrower may, with the consent of the other, amend, modify or supplement this Agreement to cure any ambiguity, omission,
typographical error, defect or inconsistency if such amendment, modification or supplement if the same is not objected to in writing by the Required
Lenders within five Business Days following receipt of notice thereof; provided, further, however, that no such amendment, change, discharge, termination
or waiver shall be made to Section 6.08 or this Section 8.05 without the consent of each Finance Party adversely affected thereby except to the extent
expressly provided in the Credit Agreement; provided, further, that no consent shall be required in connection with any automatic termination or release in
accordance with Section 8.11.

 
Section 8.06 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the respective

successors and assigns of the parties hereto; provided that none of the Subsidiary Guarantors may assign or transfer any of its interests and obligations
hereunder without prior written consent of the Required Lenders or all of the Lenders as provided in Section 10.01 of the Credit Agreement (and any such
purported assignment or transfer without such consent shall be void) except in accordance with the Credit Agreement; provided, further, that the rights of
each Lender to transfer, assign or grant participations in its rights and/or obligations hereunder shall be limited as set forth in Section 10.06 of the Credit
Agreement. Upon the assignment by any Finance Party of all or any portion of its rights and obligations under the Credit Agreement (including all or any
portion of its Commitments and the Loans owing to it) or any other Finance Document to any other Person, such other Person shall thereupon become
vested with all the benefits in respect thereof granted to such transferor or assignor herein or otherwise.

 
Section 8.07 Governing Law; Submission to Jurisdiction.

 
(a)                  GOVERNING LAW. THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE

LAW OF THE STATE OF NEW YORK.
 

(b)                 Submission to Jurisdiction. EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY SUBMITS,
FOR ITSELF AND ITS PROPERTY, TO THE EXCLUSIVE JURISDICTION OF THE SUPREME COURT OF THE STATE OF NEW YORK SITTING IN
NEW YORK COUNTY, BOROUGH OF MANHATTAN, AND OF THE UNITED STATES DISTRICT COURT OF THE SOUTHERN DISTRICT OF NEW
YORK, AND ANY APPELLATE COURT FROM ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT, OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE PARTIES HERETO IRREVOCABLY AND
UNCONDITIONALLY AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION OR PROCEEDING SHALL BE HEARD AND
DETERMINED IN SUCH NEW YORK STATE COURT OR, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, IN SUCH FEDERAL
COURT. EACH OF THE PARTIES HERETO AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY
LAW. NOTHING IN THIS AGREEMENT OR IN ANY OTHER LOAN DOCUMENT SHALL AFFECT ANY RIGHT THAT THE ADMINISTRATIVE
AGENT OR THE COLLATERAL AGENT MAY OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING RELATING TO THIS AGREEMENT
AGAINST THE BORROWER OR ANY OTHER LOAN PARTY OR ITS PROPERTIES IN THE COURTS OF ANY JURISDICTION.
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(c)                  Waiver and Venue . EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE

FULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF THE VENUE OF
ANY SUIT, ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT BROUGHT IN
ANY COURT REFERRED TO IN THIS SECTION 8.07. EACH OF THE PARTIES HERETO HEREBY WAIVES , TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, THE DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION OR
PROCEEDING IN ANY SUCH COURT.

 
(d)                 Service of Process. EACH PARTY HERETO IRREVOCABLY CONSENTS TO SERVICE OF PROCESS IN ANY ACTION

OR PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT, IN THE MANNER PROVIDED
FOR NOTICES (OTHER THAN TELECOPIER) IN SECTION 8.01. NOTHING IN THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT WILL
AFFECT THE RIGHT OF ANY PARTY HERETO TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY APPLICABLE LAWS.

 
Section 8.08 Limitation of Law; Severability.

 
(a)                  All rights, remedies and powers provided in this Agreement may be exercised only to the extent that the exercise thereof

does not violate any applicable provision of Law, and all the provisions of this Agreement are intended to be subject to all applicable mandatory
provisions of Law which may be controlling and be limited to the extent necessary so that they will not render this Agreement invalid, unenforceable in
whole or in part, or not entitled to be recorded, registered or filed under the provisions of any applicable Law.

 
(b)                 Any provision of this Agreement held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction,

be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining
provisions hereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction.

 
Section 8.09 Counterparts; Effectiveness. This Agreement may be executed in counterparts (and by different parties hereto in different

counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract. Delivery of an executed
counterpart of a signature page of this Agreement by telecopier or via email as an attachment of a .pdf document shall be effective as delivery of a
manually executed counterpart of this Agreement and shall be binding on the Loan Parties, the Administrative Agent, the Collateral Agent and the
Borrower. This Agreement shall become effective with respect to each Loan Party when the Administrative Agent shall have received counterparts hereof
signed by itself and such Loan Party.
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Section 8.10 Additional Loan Parties. It is understood and agreed that any Subsidiary of the Borrower that is required by any Loan Document to

execute a counterpart of this Agreement after the date hereof shall automatically become a Loan Party hereunder with the same force and effect as if
originally named as a Loan Party hereunder by executing an Accession Agreement or other form reasonably acceptable to such Subsidiary and the
Collateral Agent. Concurrently with the execution and delivery of such instrument of accession or joinder, such Subsidiary shall take all such actions and
deliver to the Collateral Agent all such documents and agreements as such Subsidiary would have been required to deliver to the Collateral Agent on or
prior to the date of this Agreement had such Subsidiary been a party hereto on the date of this Agreement. Such additional materials shall include, among
other things, supplements to Schedules I, II , III and I V (which Schedules shall thereupon automatically be amended and supplemented to include all
information contained in such supplements) such that, after giving effect to the joinder of such Subsidiary, each of Schedules I, II, III and IV hereto is true,
complete and correct in all material respects with respect to such Subsidiary as of the effective date of such accession or joinder. The execution and
delivery of any such instrument of accession or joinder, and the amendment and supplementation of the Schedules hereto as provided in the immediately
preceding sentence, shall not require the consent of any other Loan Party hereunder. The rights and obligations of each Loan Party hereunder shall remain
in full force and effect notwithstanding the addition of any new Loan Party as a party to this Agreement.

 
Section 8.11 Termination; Release of Loan Parties.

 
(a)                  Upon the Discharge of Senior Finance Obligations, (i) the Security Interest created hereunder in favor of the Collateral

Agent for the benefit of the Finance Parties shall automatically terminate and be released, (ii) the Collateral Agent authorizes the Loan Parties and their
agents to file Uniform Commercial Code termination statements to evidence the termination of the Security Interest created hereunder and the release of
the Collateral, (iii) the Collateral Agent will deliver to the Loan Parties (at the Loan Parties’ expense and without any recourse to, or any representation or
warranty of any kind (whether express or implied) by, the Collateral Agent) all certificates and other instruments representing pledged Collateral delivered
to the Collateral Agent pursuant to the terms of this Agreement or the Security Agreement.

 
(b)                 Any Subsidiary Guarantor shall automatically be released from its obligations hereunder and the Security Interest in the

Collateral of such Subsidiary Guarantor shall be automatically released upon the consummation of any transaction permitted by the Credit Agreement (or
consented to pursuant to Section 10.01 of the Credit Agreement) as a result of which such Subsidiary Guarantor ceases to be a Subsidiary Guarantor under
the Guaranty.

 
(c)                  Upon any sale, transfer or other disposition by any Loan Party (other than to another Loan Party) of Collateral that is

permitted under the Credit Agreement, or upon the effectiveness of any written consent to the release of Security Interest granted hereby in any Collateral
pursuant to Section 10.01 of the Credit Agreement, the Security Interest of the Collateral Agent in such Collateral and any other security interests granted
hereby in such Collateral (but not in any Proceeds arising from such sale, transfer or other disposition of Collateral) shall be automatically released.

 
(d)                 Upon the termination or release of any Security Interest created hereunder or release of Collateral, the Collateral Agent will,

promptly upon request by and at the expense of any Loan Party, execute and deliver to such Loan Party lien releases, discharges of security interests, and
such documents (and if applicable, in recordable form), and provide any information, as such Loan Party shall reasonably request to evidence the
termination of the Security Interest created hereunder or the release of such Collateral, as the case may be. Any such documents shall be without recourse
to or warranty by (either express or implied) the Collateral Agent or the Finance Parties. The Collateral Agent shall not have any liability whatsoever to
any Finance Party as a result of any release of Collateral by it as permitted by this Section 8.11. Upon any release of Collateral pursuant to this Section
8.11, none of the Finance Parties shall have any continuing right or interest in such Collateral or the Proceeds of such Collateral.
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Section 8.12 Entire Agreement. This Agreement and the other Loan Documents, and any separate letter agreements with respect to fees payable to

the Administrative Agent, constitute the entire contract among the parties relating to the subject matter hereof and thereof and supersede any and all prior
agreements and understandings, oral or written, relating to the subject matter hereof and thereof.

 
Section 8.13 WAIVER OF JURY TRIAL.  EACH PARTY HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE

LAWS, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY
OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO
THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 8.13.

 
Section 8.14 No Conflict. In the event of conflict between the provisions of the Credit Agreement and this Agreement, the Credit Agreement shall

take precedence. In the event of conflict between the provisions of the Security Agreement and this Agreement with respect to the matters contained herein,
this Agreement shall take precedence, subject to the preceding sentence.

 
[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year
first written above.

 
 
LOAN PARTIES:  SUCAMPO PHARMACEUTICALS, INC.,
  as Borrower
   
   
  By:  
  Name:
  Title:
    
    
  SUCAMPO PHARMA AMERICAS LLC
    
  By:  
   Name:
   Title:
 
 
 
 

Exhibit G-2-24
Confidential and Proprietary

CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS EXHIBIT. THE COPY FILED HEREWITH OMITS THE INFORMATION SUBJECT TO A CONFIDENTIALITY REQUEST.
OMISSIONS ARE DESIGNATED [***]. A COMPLETE VERSION OF THIS EXHIBIT HAS BEEN FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.

 

 



 
 
 
COLLATERAL AGENT:  JEFFERIES FINANCE LLC,
  as Collateral Agent
   
   
  By:  
  Name:
  Title:
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EXHIBIT G - 3

 
 
 

Form of Perfection Certificate October 16, 2015
 

In connection with the Credit Agreement, dated as of the date hereof, by and among SUCAMPO PHARMACEUTICALS, INC., a Delaware corporation (the
“Borrower”), the lenders from time to time party thereto, JEFFERIES FINANCE LLC, as Administrative Agent (in such capacity, the “Administrative
Agent”) and as Collateral Agent (in such capacity, the “Collateral Agent”), and the other parties thereto (as amended, restated, supplemented or otherwise
modified from time to time, the “Credit Agreement”) (capitalized terms used but not defined herein shall have the meanings given to them in the Credit
Agreement, as applicable), the Borrower, on behalf of itself and each of the undersigned Guarantors (the Borrower and each such Guarantors, collectively,
the “Grantors”, and each, a “Grantor”), hereby certifies as follows:

 
I. CURRENT INFORMATION

 
A .                Legal Names, Organizations, Jurisdictions of Organization and Organizational Identification Numbers. The full and exact legal

name (as it appears in each respective certificate or articles of incorporation, limited liability membership agreement, partnership agreement, or similar
organizational documents, in each case as amended to date or, for natural persons, the name as set forth on their valid driver’s license issued by their state
of residence), the type of organization (or if a particular Grantor is a natural person, please indicate so), the jurisdiction of organization (or formation, as
applicable) and the organizational identification number (not tax ID number) of each Grantor is as follows:

 

Name of Grantor

Type of Organization (e.g. 
corporation, limited liability 
company, limited partnership)

Jurisdiction of 
Organization/ 

Formation

Organizational 
Identification 

Number
 

B .                 Chief Executive Offices and Mailing Addresses . The chief executive office address (or the principal residence if a particular Grantor
is a natural person) and the preferred mailing address (if different than chief executive office or residence) of each Grantor is as follows:

 

Name of Grantor
Address of Chief Executive Office 
(or for natural persons, residence)

Mailing Address (if different 
than CEO or residence)

 
C .                Special Debtors and Former Article 9 Debtors . Except as specifically identified below, none of the Grantors is: (i) a transmitting

utility (as defined in Section 9-102(a)(80)), (ii) primarily engaged in farming operations (as defined in Section 9-102(a)(35)), (iii) a trust, (iv) a foreign
air carrier within the meaning of the federal aviation act of 1958, as amended, (v) a branch or agency of a bank which bank is not organized under the law
of the United States or any state thereof or (vi) located (within the meaning of Section 9-307) in the Commonwealth of Puerto Rico.
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D.                Trade Names/Assumed Names. Set forth below is each trade name or assumed name currently used by each Grantor or by which any
Grantor is known or is transacting any business:

 
Grantor Trade Name  

 
 

E. Changes in Names, Jurisdiction of Organization or Corporate Structure.
 

Except as set forth below, none of the Grantors has changed its name, jurisdiction of organization or its corporate structure in any way (e.g. by merger,
consolidation, change in corporate form, change in jurisdiction of organization or otherwise) within the past five (5) years:

 
Grantor Date of Change Description of Change

 
 

F .                 Prior Addresses. Except as set forth below, none of the Grantors has changed its chief executive office, or principal residence if a
particular Grantor is a natural person, within the past five (5) years:

 
Grantor Prior Address/City/State/Zip Code  

 
 

G .                Other Locations. Set forth below are any locations not listed under Section I.B above where any Grantor maintains any of the
Collateral consisting of inventory or equipment (whether or not in the possession of any Grantor) other than goods in transit:

 
Grantor Address/City/State/Zip Code  
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H .                Acquisitions of Equity Interests or Assets . Except as set forth below, none of the Grantors has acquired the equity interests of

another entity or substantially all the assets of another entity within the past five (5) years:
 

Grantor Date of Acquisition

Description of Acquisition including full legal 
name of seller and seller’s jurisdiction of 

organization and seller’s chief executive office
 

I.                   Corporate Ownership and Organizational Structure. Attached as Exhibit A hereto is a true and correct chart showing the
ownership relationship of the Borrower and all of its Affiliates.

 
 
II. INFORMATION REGARDING CERTAIN COLLATERAL

 
A.                Investment Related Property

 
1 .                  Equity Interests. Set forth below is a list of all equity interests owned by each Grantor together with the type of

organization which issued such equity interests (e.g. corporation, limited liability company, partnership or trust):
 

Issuer Grantor
Type of 

Organization

# of 
Shares 
Owned

Total 
Shares 

Outstanding

% of 
Interest 
Pledged

Certificate No. 
(if 

uncertificated, 
please indicate 

so)
Par 

Value
 
 

2.                  Securities Accounts. Set forth below is a list of all securities accounts of each Grantor:
 

Grantor Type of Account
Name of 

Financial Institution
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3.                  Deposit Accounts. Set forth below is a list of all bank accounts (checking, savings, money market or the like) of each

Grantor:
 

Grantor Type of Account
Name of 

Financial Institution
 
 

4.                  Debt Securities & Instruments. Set forth below is a list of all debt securities and instruments owed to any Grantor (including
any intercompany indebtedness):

 
 

B .                 Intellectual Property. Attached as Exhibit B is a list of all registered and applied for Intellectual Property (as defined in the Credit
Agreement) and any material unregistered trademarks owned by each Group Company (as defined in the Credit Agreement):

 
 

C .                Tangible Personal Property in Possession of Warehousemen, Bailees and Other  Third Parties. Except with respect to goods in
transit and as set forth below, no persons (including, without limitation, warehousemen and bailees) other than any of the Grantors have possession of any
tangible personal property of any of the Grantors:

 
 

D. Real Estate Related Collateral
 

1.                  Set forth below are all the locations where any Grantor owns or leases any real property:
 

Grantor Address/City/State/Zip Code County Owned or Leased
 
 

E.                 Commercial Tort Claims. Set forth below are all Commercial Tort Claims (as defined in the Security Agreement) with a potential
value in excess of $1,000,000 held by each Grantor, including a brief description thereof:
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III. AUTHORITY TO FILE FINANCING STATEMENTS
 

Each of the undersigned hereby authorizes the Administrative Agent and the Collateral Agent to file financing or continuation statements, and
amendments thereto, in all jurisdictions and with all filing offices as the Administrative Agent and the Collateral Agent, may determine, in their sole
discretion, are necessary or advisable to perfect the security interest granted or to be granted to the Collateral Agent, under the Security Agreement (the
“Security Agreement”) and Pledge Agreement (the “Pledge Agreement”, and together with the Security Agreement, collectively, the “Security
Agreements”) to be entered into in connection with the Credit Agreement. Such financing statements may describe the collateral in the same manner as
described in the Security Agreements or may contain an indication or description of collateral that describes such property in any other manner as the
Administrative Agent and the Collateral Agent, may determine, in their sole discretion, is necessary, advisable or prudent to ensure the perfection of the
security interest in the collateral granted to the Collateral Agent, including, without limitation, describing such property as “all assets” or “all personal
property.”

 
[Signature Page Follows]
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IN WITNESS WHEREOF, each of the undersigned has caused this Perfection Certificate to be executed as of the date first written above by its officer
thereunto duly authorized.

 
  SUCAMPO PHARMACEUTICALS, INC.
   
   
  By:  
   Name:
   Title:
    
    
  SUCAMPO PHARMACEUTICALS, INC.
   
   
  By:  
   Name:
   Title:
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EXHIBIT A

 
Organizational Structure

 
 

[See attached.]
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EXHIBIT B

 
Intellectual Property

 
[See attached]
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EXHIBIT H

 
INTERCOMPANY NOTE

 
Note Number:                Dated:                , 201        
 

FOR VALUE RECEIVED, SUCAMPO PHARMACEUTICALS, INC. (the “Borrower”), and its Subsidiaries (collectively, the “Group Members”
and each, a “Group Member”) which is a party to this subordinated intercompany note (this “Promissory Note”) promise to pay to the order of such other
Group Member that makes loans or advances to such Group Member (each Group Member which borrows money pursuant to this Promissory Note is
referred to herein as a “Payor” and each Group Member which makes loans and advances pursuant to this Promissory Note is referred to herein as a
“Payee”), on demand, in lawful money as may be agreed upon from time to time by the relevant Payor and Payee, in immediately available funds and at the
appropriate office of the Payee, the aggregate unpaid principal amount of all loans and advances heretofore and hereafter made by such Payee to such
Payor and any other indebtedness now or hereafter owing by such Payor to such Payee as shown in the books and records of such Payee. The failure to
show any such Indebtedness or any error in showing such Indebtedness in such books and records shall not affect the obligations of any Payor hereunder.
Capitalized terms used herein but not otherwise defined herein shall have the meanings given such terms in the Credit Agreement, dated as of October 16,
2015 (as it may be amended, amended and restated, supplemented or otherwise modified from time to time, the “Credit Agreement”), among the Borrower,
the Lenders from time to time party thereto, and JEFFERIES FINANCE LLC, as Administrative Agent and Collateral Agent thereunder (the “Collateral
Agent”).

 
The unpaid principal amount hereof from time to time outstanding shall bear interest at a rate equal to the rate as may be agreed upon from time to

time by the relevant Payor and Payee. Interest shall be due and payable at such times as may be agreed upon from time to time by the relevant Payor and
Payee. Upon demand for payment of any principal amount hereof, accrued but unpaid interest on such principal amount shall also be due and payable.
Interest shall be paid in any lawful currency as may be agreed upon by the relevant Payor and Payee and in immediately available funds. Interest shall be
computed for the actual number of days elapsed on the basis of a year consisting of 365 days.

 
Each Payor and any endorser of this Promissory Note (to the extent permitted by applicable law) hereby waives presentment, demand, protest and

notice of any kind. No failure to exercise, and no delay in exercising, any rights hereunder on the part of the holder hereof shall operate as a waiver of such
rights.

 
This Promissory Note has been pledged by each Payee that is a Loan Party to the Collateral Agent, for the benefit of the Finance Parties, as

security for such Payee’s obligations, if any, under the Finance Documents to which such Payee is a party. Each Payor acknowledges and agrees that after
the occurrence of and during the continuation of an Event of Default, the Collateral Agent and the other Finance Parties may exercise all the rights of each
Payee that is a Loan Party under this Promissory Note in accordance with the terms and conditions of the Credit Agreement and the other Finance
Documents and will not be subject to any abatement, reduction, recoupment, defense, setoff or counterclaim available to such Payor.
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Each Payee agrees that any and all claims of such Payee against any Payor that is a Loan Party or any endorser of the obligations of any Payor that

is a Loan Party under this Promissory Note, or against any of their respective properties, shall be subordinate and subject in right of payment to the Finance
Obligations until the Discharge of Senior Finance Obligations; provided, that each Payor that is a Loan Party may make payments to the applicable Payee
except that if an Event of Default shall have occurred and be continuing payments under this Promissory Note by any Payor that is a Loan Party to any
Payee that is not a Loan Party shall be prohibited following a written request therefor to the Borrower from the Required Lenders or the Administrative
Agent (provided no such notice need be given and payments shall be prohibited automatically upon the occurrence and during the continuation of any
Default or Event of Default under Section 8.01(a) or 8.01(f) of the Credit Agreement); and provided, further, that all loans and advances made by a Payee
pursuant to this Promissory Note shall be received by the applicable Payor subject to the provisions of the Finance Documents. Notwithstanding any right
of any Payee to ask, demand, sue for, take or receive any payment from any Payor, all rights, Liens and security interests of such Payee, whether now or
hereafter arising and howsoever existing, in any assets of any Payor that is a Loan Party (whether constituting part of the security or collateral given to any
Finance Party to secure payment of all or any part of the Finance Obligations or otherwise) shall be and hereby are subordinated to the rights of the Finance
Parties in such assets. Except as expressly permitted by the Finance Documents, the Payees shall have no right to possession of any such asset or to
foreclose upon, or exercise any other remedy in respect of, any such asset, whether by judicial action or otherwise, unless and until the Discharge of Senior
Finance Obligations and payment in full of the Swap Obligations.

 
After the occurrence of and during the continuation of an Event of Default, if all or any part of the assets of any Payor, or the proceeds thereof, are

subject to any distribution, division or application to the creditors of any Payor, whether partial or complete, voluntary or involuntary, and whether by
reason of liquidation, bankruptcy, arrangement, receivership, assignment for the benefit of creditors or any other action or proceeding, or if (except as
expressly permitted by the Finance Documents) the business of any Payor is dissolved or if (except as expressly permitted by the Finance Documents) all
or substantially all of the assets of any Payor are sold, then, and in any such event, any payment or distribution of any kind or character, whether in cash,
securities or other investment property, or otherwise, which shall be payable or deliverable upon or with respect to any indebtedness of such Payor to any
Payee (“Payor Indebtedness”) shall be paid or delivered directly to the Collateral Agent for application to any of the Finance Obligations, due or to
become due, until the Discharge of Senior Finance Obligations and payment in full of the Swap Obligations. After the occurrence of and during the
continuation of an Event of Default, each Payee that is a Loan Party irrevocably authorizes, empowers and appoints the Collateral Agent as such Payee’s
attorney-in-fact (which appointment is coupled with an interest and is irrevocable) to demand, sue for, collect and receive every such payment or
distribution and give acquittance therefor and to make and present for and on behalf of such Payee such proofs of claim and take such other action, in the
Collateral Agent’s own names or in the name of such Payee or otherwise, as the Collateral Agent may deem necessary or advisable for the enforcement of
this Promissory Note. After the occurrence of and during the continuation of an Event of Default, each Payee that is a Loan Party also agrees to execute,
verify, deliver and file any such proofs of claim in respect of the Payor Indebtedness reasonably requested by the Collateral Agent. After the occurrence of
and during the continuation of an Event of Default, the Collateral Agent may vote such proofs of claim in any such proceeding (and the applicable Payee
shall not be entitled to withdraw such vote), receive and collect any and all dividends or other payments or disbursements made on Payor Indebtedness in
whatever form the same may be paid or issued and apply the same on account of any of the Finance Obligations in accordance with the Credit Agreement.
Upon the occurrence and during the continuation of any Event of Default specified in Section 8.01(a) o r 8.01(f) of the Credit Agreement and upon the
occurrence and during the continuation of any other Event of Default and upon written request from the Required Lenders of the Administrative Agent,
should any payment, distribution, security or other investment property or instrument or any proceeds thereof be received by any Payee upon or with
respect to Payor Indebtedness owing to such Payee by a Payor that is a Loan Party prior to the Discharge of Senior Finance Obligations and payment in full
of the Swap Obligations, such Payee shall receive and hold the same for the benefit of the Finance Parties, and shall forthwith deliver the same to the
Collateral Agent, for the benefit of the Finance Parties, in precisely the form received (except for the endorsement or assignment of such Payee where
necessary or advisable in the Collateral Agent’s judgment), for application to any of the Finance Obligations in accordance with the Credit Agreement, due
or not due, and, until so delivered, the same shall be segregated from the other assets of such Payee for the benefit of the Finance Parties. Upon the
occurrence and during the continuance of an Event of Default, if such Payee fails to make any such endorsement or assignment to the Collateral Agent, the
Collateral Agent or any of its officers, employees or representatives are hereby irrevocably authorized to make the same. Each Payee agrees that until the
Discharge of Senior Finance Obligations and payment in full of the Swap Obligations, such Payee will not (i) except as permitted by the Finance
Documents, assign or transfer, or agree to assign or transfer, to any Person (other than in favor of the Collateral Agent for the benefit of the Finance Parties
pursuant to the Pledge Agreement or otherwise) any claim such Payee has or may have against any Payor, or (ii) upon the occurrence and during the
continuance of an Event of Default, discount or extend the time for payment of any Payor Indebtedness, or (iii) otherwise amend, modify, supplement,
waive or fail to enforce any provision of this Promissory Note.
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The Finance Parties shall be third party beneficiaries hereof and shall be entitled to enforce the subordination and other provisions hereof.

 
Notwithstanding anything to the contrary contained herein, in any other Finance Document or in any such promissory note or other instrument,

until the Discharge of Senior Finance Obligations and payment in full of the Swap Obligations, this Promissory Note shall not be deemed replaced,
superseded or in any way modified by any promissory note or other instrument entered into on or after the date hereof which purports to create or evidence
any loan or advance by any Group Member to any other Group Member.

 
THIS PROMISSORY NOTE SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAW OF THE STATE OF NEW

YORK.
 

From time to time after the date hereof, additional Subsidiaries of the Group Members may become parties hereto by executing a counterpart
signature page to this Promissory Note (each additional Subsidiary, an “Additional Payor”). Upon delivery of such counterpart signature page to the
Payees, notice of which is hereby waived by the other Payors, each Additional Payor shall be a Payor and shall be as fully a party hereto as if such
Additional Payor were an original signatory hereof. Each Payor expressly agrees that its obligations arising hereunder shall not be affected or diminished
by the addition or release of any other Payor hereunder. This Promissory Note shall be fully effective as to any Payor that is or becomes a party hereto
regardless of whether any other Person becomes or fails to become or ceases to be a Payor hereunder.

 
This Promissory Note may be executed in any number of counterparts and by different parties hereto in separate counterparts, each of which when

so executed shall be deemed to be an original and all of which taken together shall constitute one and the same agreement.
 

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, each Payor has caused this Promissory Note to be executed and delivered by its proper and duly authorized officer as of the date

set forth above.
 
  SUCAMPO PHARMACEUTICALS, INC.
   
  By:  
  Name:
  Title:
    
    
  SUCAMPO PHARMA AMERICAS LLC
    
  By:  
  Name:  
  Title:  
    
    
  SUCAMPO, LLC
    
  By:  
  Name:  
  Title:  
    
    
  SUCAMPO AG
    
  By:  
  Name:  
  Title:  
    
    
  SUCAMPO PHARMA, LLC
    
  By:  
  Name:  
  Title:  
    
    
  SUCAMPO PHARMA EUROPE LTD.
  By:  
  Name:  
  Title:  
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  SUCAMPO ACQUISITION GMBH
   
  By:  
  Name:
  Title:
    
    
  [R-TECH UENO, LTD.
    
  By:  
  Name:  
  Title:]  
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IN WITNESS WHEREOF, each Additional Payor has caused this Promissory Note to be executed and delivered by its proper and duly authorized officer as
of the date set forth above.

 
  [ADDITIONAL PAYOR]
   
  By:  
  Name:
  Title:
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ENDORSEMENT

 
FOR VALUE RECEIVED, each of the undersigned does hereby sell, assign and transfer to all of its right, title and interest in and to the

Intercompany Note, dated, 201_ (as amended, supplemented or otherwise modified from time to time, the “Promissory Note”), made by SUCAMPO
PHARMACEUTICALS, INC. and its Subsidiaries or any other Person that is or becomes a party thereto, and payable to the undersigned. This endorsement
is intended to be attached to the Promissory Note and, when so attached, shall constitute an endorsement thereof.

 
The initial undersigned shall be the Group Members (as defined in the Promissory Note) party to the Finance Documents on the date of the

Promissory Note. From time to time after the date thereof, additional Subsidiaries of the Group Members may become parties to the Promissory Note (each,
an “Additional Payee”) and a signatory to this endorsement by executing a counterpart signature page to the Promissory Note and to this endorsement.
Upon delivery of such counterpart signature page to the Payors, notice of which is hereby waived by the other Payees, each Additional Payee shall be a
Payee and shall be as fully a Payee under the Promissory Note and a signatory to this endorsement as if such Additional Payee were an original Payee
under the Promissory Note and an original signatory hereof. Each Payee expressly agrees that its obligations arising under the Promissory Note and
hereunder shall not be affected or diminished by the addition or release of any other Payee under the Promissory Note or hereunder. This endorsement shall
be fully effective as to any Payee that is or becomes a signatory hereto regardless of whether any other Person becomes or fails to become or ceases to be a
Payee to the Promissory Note or hereunder. This Endorsement may be executed in any number of counterparts and by different parties hereto in separate
counterparts, each of which when so executed shall be deemed to be an original and all of which taken together shall constitute one and the same
agreement.

 
 

[Signature Pages Follow]
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 Dated:     
   
  SUCAMPO PHARMACEUTICALS, INC., as Payee
   
  By:  
  Name:
  Title:
    
  SUCAMPO PHARMA AMERICAS LLC, as Payee
    
  By:  
  Title:  
    
    
  [OTHER GROUP MEMBER SIGNATURES]
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EXHIBIT I

 
Form of Accession Agreement

 
 

ACCESSION AGREEMENT dated as of (as amended, restated, modified or supplemented from time to time, this “Agreement”), among [NEW
LOAN PARTY NAME], [New Loan Party Description] (the “New Loan Party”), and JEFFERIES FINANCE LLC, as Administrative Agent and as Collateral
Agent (together with its successor or successors in such capacities, the “Administrative Agent” and the “Collateral Agent”, respectively) for and on behalf
of the Lenders referred to below.

 
Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Borrower”), is party to that certain Credit Agreement, dated as of October 16, 2015

(as amended, restated, modified, supplemented or refinanced from time to time, the “Credit Agreement”), among the Borrower, the banks and other lending
institutions from time to time party thereto (each a “Lender” and, collectively, the “Lenders”), and Jefferies Finance LLC, as Administrative Agent and
Collateral Agent. Capitalized terms used but not defined herein have the meanings assigned to them in the Credit Agreement.

 
Certain Swap Creditors may from time to time provide forward rate agreements, options, swaps, caps, floors and other Swap Agreements to the

Loan Parties. Each Lender, the Administrative Agent, the Collateral Agent and their respective successors and assigns are herein referred to individually as
a “Credit Party” and collectively as the “Credit Parties”, and each Credit Party and each Swap Creditor and their respective successors and assigns are
herein referred to individually as a “Finance Party” and collectively as the “Finance Parties”.

 
To induce the Credit Parties to enter into the Agreement and the other Loan Documents referred to therein (collectively with the Credit

Agreement, the “Loan Documents”), the Swap Creditors to enter into Swap Agreements permitted under the Credit Agreement (collectively with the Swap
Agreements permitted under the Credit Agreement and the Loan Documents, the “Finance Documents”), and as a condition precedent to the obligations of
the Credit Parties under the Credit Agreement, certain Subsidiaries of the Borrower (each, a “Subsidiary Guarantor” and, collectively, the “Subsidiary
Guarantors” and together with the Borrower, each, a “Loan Party” and, collectively, the “Loan Parties”) have agreed, jointly and severally, to provide a
guaranty of the Finance Obligations under or in respect of the Finance Documents.

 
As a further condition precedent to the obligations of the Lenders under the Loan Documents, each Loan Party has agreed to grant a continuing

security interest in favor of the Collateral Agent in and to the Collateral (as defined in each of the Security Agreement and the Pledge Agreement) to secure
the Finance Obligations.
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The New Loan Party, was [formed] [acquired] by [Group Company]. [DESCRIBE FORMATION OR ACQUISITION TRANSACTION, AS

APPLICABLE].
 

Section 6.12 of the Credit Agreement requires each Subsidiary (other than Excluded Subsidiaries) formed or acquired by the Borrower or any of
its Subsidiaries after the Closing Date to become a party to the Guaranty as an additional “Subsidiary Guarantor”, to become a party to the Security
Agreement as an additional “Loan Party” and to become a party to the Pledge Agreement as an additional “Loan Party”. The Guaranty, the Security
Agreement and the Pledge Agreement specify that such additional Subsidiaries may become “Subsidiary Guarantors” under the Guaranty and
“Loan Parties” under each of the Security Agreement and the Pledge Agreement by execution and delivery of a counterpart of each such Loan Documents.

 
The New Loan Party has agreed to execute and deliver this Agreement in order to evidence its agreement to become a “Subsidiary Guarantor”

under the Guaranty and a “Loan Party” under each of the Security Agreement and the Pledge Agreement. Accordingly, the parties hereto agree as follows:
 

Section 1. Guaranty. In accordance with Section 6.11 of the Guaranty, the New Loan Party hereby (i) agrees that, by execution and delivery of a
counterpart signature page to the Guaranty in the form attached hereto as Exhibit A, the New Loan Party shall become a “Subsidiary Guarantor” under the
Guaranty with the same force and effect as if originally named therein as a Subsidiary Guarantor (as defined in the Guaranty), (ii) acknowledges receipt of a
copy of and agrees to be obligated and bound as a “Subsidiary Guarantor” by all of the terms and provisions of the Guaranty and (iii) acknowledges and
agrees that, from and after the date hereof, each reference in the Guaranty to a “Subsidiary Guarantor” or the “Subsidiary Guarantors” shall be deemed to
include the New Loan Party. The New Loan Party hereby waives acceptance by the Administrative Agent and the Finance Parties of the guarantee by the
New Loan Party under the Guaranty upon the execution and delivery by the New Loan Party of the counterpart signature referred to herein.

 
Section 2. Security Agreement. In accordance with Section 7.10 of the Security Agreement, the New Loan Party hereby (i) agrees that, by

execution and delivery of a counterpart signature page to the Security Agreement in the form attached hereto as Exhibit B, the New Loan Party shall
become a “Loan Party” under the Security Agreement with the same force and effect as if originally named therein as a Loan Party (as defined in the
Security Agreement), (ii) acknowledges receipt of a copy of and agrees to be obligated and bound as a “Loan Party” by all of the terms and provisions of
the Security Agreement, (iii) represents and warrants that each of Schedules 1.01, 1.03 and 4.01 to the Security Agreement, as amended, supplemented and
modified as set forth on Schedules 1.01, 1.03 and
4.01 hereto, is complete and accurate in all material respects with respect to the New Loan Party as of the date hereof after giving effect to the New Loan
Party’s accession to the Security Agreement as an additional Loan Party thereunder and (iv) acknowledges and agrees that, from and after the date hereof,
each reference in the Security Agreement to a “Loan Party” or the “Loan Parties” shall be deemed to include the New Loan Party.

 
Section 3. Pledge Agreement. In accordance with Section 8.10 of the Pledge Agreement, the New Loan Party hereby (i) agrees that, by execution

and delivery of a counterpart signature page to the Pledge Agreement in the form attached hereto as Exhibit C, the New Loan Party shall become a “Loan
Party” under the Pledge Agreement with the same force and effect as if originally named therein as a Loan Party (as defined in the Pledge Agreement), (ii)
acknowledges receipt of a copy of and agrees to be obligated and bound as a “Loan Party” by all of the terms and provisions of the Pledge Agreement, (iii)
represents and warrants that each of Schedules I, II, III, and IV to the Pledge Agreement, as amended, supplemented and modified as set forth on Schedules
I, II, III, and IV hereto, is complete and correct in all material respects with respect to the New Loan Party as of the date hereof after giving effect to the New
Loan Party’s accession to the Pledge Agreement as an additional Loan Party thereunder and
(iv)    acknowledges and agrees that, from and after the date hereof, each reference in the Pledge Agreement to a “Loan Party” or the “Loan Parties” shall be
deemed to include the New Loan Party.
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Section 4. Representations and Warranties. The New Loan Party hereby represents and warrants that:

 
(a)                  This Agreement has been duly authorized, executed and delivered by the New Loan Party, and each of this Agreement and

the Guaranty, the Security Agreement and the Pledge Agreement, as acceded to hereby by the New Loan Party, constitutes a valid and binding agreement
of the New Loan Party, enforceable against the New Loan Party in accordance with its terms, except (i) as such enforceability may be limited by applicable
bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors’ rights generally and (ii) that rights of
acceleration and the availability of equitable remedies may be limited by equitable principles of general applicability (regardless of whether enforcement
is sought by proceedings in equity or at law).

 
( b )                 Each of the representations and warranties contained in the Credit Agreement, the Guaranty, the Security Agreement, the

Pledge Agreement and each of the other Loan Documents is true and correct in all material respects as of the date hereof, provided that, to the extent that
such representations and warranties specifically refer to an earlier date, they shall be true and correct in all respects as of such earlier date, with the same
effect as though such representations and warranties had been made on and as of the date hereof after giving effect to the accession of the New Loan Party
as an additional “Subsidiary Guarantor” under the Guaranty and an additional “Loan Party” under each of the Security Agreement and the Pledge
Agreement.

 
( c )                  Attached hereto as Exhibit D is a correct and complete in all material respects Perfection Certificate relating to the New

Loan Party and its Collateral (as defined in each of the Security Agreement and the Pledge Agreement).
 

Section 5. Effectiveness. This Agreement and the accession of the New Loan Party to the Guaranty, the Security Agreement and the Pledge
Agreement as provided herein shall become effective with respect to the New Loan Party when (i) the Administrative Agent shall have received a
counterpart of this Agreement duly executed by such New Loan Party and (ii) the Administrative Agent and/or the Collateral Agent, as applicable, shall
have received duly executed counterpart signature pages to each of the Guaranty, the Security Agreement and the Pledge Agreement as contemplated
hereby.

 
Section 6. Integration; Confirmation. On and after the date hereof, each of the Guaranty, the Security Agreement and the Pledge Agreement and

the respective Schedules thereto shall be amended, supplemented and modified as expressly set forth herein; all other terms and provisions of each of the
Guaranty, the Security Agreement, the Pledge Agreement, the other Finance Documents and the respective Schedules thereto shall remain in full force and
effect and unchanged and are hereby confirmed in all respects.

 
Section 7. Expenses. The New Loan Party agrees to pay, as required by Section 10.04(a) of the Credit Agreement, all reasonable and documented

out-of-pocket expenses of the Administrative Agent and Collateral Agent, including reasonable and documented out-of-pocket fees and disbursements of
counsel for the Administrative Agent and Collateral Agent, in connection with the preparation, execution and delivery of this Agreement and any
document or agreement contemplated hereby.

 
Section 8. GOVERNING LAW. THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAW OF

THE STATE OF NEW YORK.
 

Section 9. Counterparts. This Agreement may be executed in counterparts (and by different parties hereto in different counterparts), each of
which shall constitute an original, but all of which when taken together shall constitute a single contract. Delivery of an executed counterpart of a
signature page of this Agreement by telecopier or via email as an attachment of a .pdf document shall be effective as delivery of a manually executed
counterpart of this Agreement.

 
[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day

and year first above written.
 
  [NEW LOAN PARTY NAME]
   
  By:  
   Name:
   Title:
    
    
  JEFFERIES FINANCE LLC,
  as Administrative Agent
    
  By:  
   Name:
   Title:
    
    
  JEFFERIES FINANCE LLC,
  as Collateral Agent
    
  By:  
   Name:
   Title:
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EXHIBIT A to the Accession Agreement

 
Counterpart to Guaranty

 
The undersigned hereby executes this counterpart to the Guaranty dated as of October 16, 2015 among the Subsidiary Guarantors from time to

time party thereto and Jefferies Finance LLC, as Administrative Agent, and, as of the date hereof, assumes all of the rights and obligations of a “Subsidiary
Guarantor” thereunder.

 
Date: [●], 20[●]

 
 
  [NEW LOAN PARTY NAME]
   
  By:  
   Name:
   Title:
    
    
  [New Loan Party Notice Address]
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EXHIBIT B to the Accession Agreement

 
Counterpart to Security Agreement

 
The undersigned hereby executes this counterpart to the Security Agreement dated as of October 16, 2015 among Sucampo Pharmaceuticals, Inc.,

the other Loan Parties from time to time party thereto and Jefferies Finance LLC, as Collateral Agent, and, as of the date hereof, assumes all of the rights
and obligations of a “Loan Party” thereunder.

 
Date: [●], 20[●]

 
 
  [NEW LOAN PARTY NAME]
   
  By:  
   Name:
   Title:
    
    
  [New Loan Party Notice Address]
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EXHIBIT C to the Accession Agreement

 
Counterpart to Pledge Agreement

 
The undersigned hereby executes this counterpart to the Pledge Agreement dated as of October 16, 2015 among Sucampo Pharmaceuticals, Inc.,

the other Loan Parties from time to time party thereto and Jefferies Finance LLC, as Collateral Agent, and, as of the date hereof, assumes all of the rights
and obligations of a “Loan Party” thereunder.

 
Date: [●], 20[●]

 
 
  [NEW LOAN PARTY NAME]
   
  By:  
   Name:
   Title:
    
    
  [New Loan Party Notice Address]
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EXHIBIT D to the Accession Agreement 

 
Perfection Certificate

 
[To be attached]
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EXHIBIT J

 
 

Form of Solvency Certificate
 

SUCAMPO PHARMACEUTICALS, INC.
 

October 16, 2015
 

This Solvency Certificate (this “Certificate”) is furnished to the Administrative Agent and the Lenders pursuant to Section 4.01(i) of the Credit Agreement,
dated as of October 16, 2015 (as amended, restated, supplemented, or otherwise modified from time to time, the “Credit Agreement”), among Sucampo
Pharmaceuticals, Inc., a Delaware corporation, as the Borrower (the “Borrower”), the Lenders from time to time party thereto, and Jefferies Finance LLC, as
Administrative Agent and Collateral Agent. Unless otherwise defined herein, capitalized terms used in this Certificate shall have the meanings set forth in
the Credit Agreement.

 
I, [ ], [Responsible Officer] of the Borrower, in that capacity only and not in my individual capacity (and without personal liability), DO HEREBY
CERTIFY on behalf of the Borrower that as of the date hereof, after giving effect to the consummation of the Transactions (including the execution and
delivery of the Strategic Alliance Agreement and the Credit Agreement, the making of the Loans and the use of proceeds of such Loans on the date hereof):

 
1.                    The fair value of the assets of the Borrower and its Subsidiaries on a consolidated basis will exceed their consolidated debts and liabilities,
subordinated, contingent or otherwise.

 
2.                    The present fair saleable value of the property of the Borrower and its Subsidiaries on a consolidated basis will be greater than the amount
that will be required to pay the probable liability on their debts and other liabilities, subordinated, contingent or otherwise, as such debts and other
liabilities become absolute and matured.

 
3.                    The Borrower and its Subsidiaries on a consolidated basis will not have unreasonably small capital with which to conduct the business in
which they are engaged as such business is now conducted and is currently proposed to be conducted following the Closing Date.

 
4.                    The Borrower and its Subsidiaries on a consolidated basis will not have incurred and do not intend to incur, or believe that they will incur,
any debts and liabilities, subordinated, contingent or otherwise, including current obligations, that they do not believe that they will be able to pay (based
on their assets and cash flow) as such debts and liabilities become due (whether at maturity or otherwise).

 
5.                    In reaching the conclusions set forth in this Certificate, the undersigned has (i) reviewed the Credit Agreement, (ii) reviewed the financial
statements (including the pro forma financial statements) referred to in Section 6.01 of the Credit Agreement (the “Financial Statements”) and (iii) made
such other investigations and inquiries as the undersigned has deemed appropriate. The undersigned is familiar with the financial performance and
business of the Borrower and its Subsidiaries.

 
6.                    The Borrower is not subject to bankruptcy, insolvency, voluntary or judicial liquidation, composition with creditors, controlled management,
reprieve from payment, general settlement with creditors, reorganization or similar proceedings affecting the rights of creditors generally and no
application has been made or is to be made by its directors or, as far as he is aware, by any other person for the appointment of a receiver, trustee or similar
officer pursuant to any voluntary or judicial insolvency, winding-up, liquidation or similar proceedings.
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IN WITNESS WHEREOF, I have executed this Certificate as of the date first written above.

 
  SUCAMPO PHARMACEUTICALS, INC.
   
  By:  
  Name:
  Title:
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EXHIBIT K-1

 
Form of Acceptance and Prepayment Notice

 
Date:               , 20   

 
To: [Jefferies Finance LLC], as Auction Agent
 
Ladies and Gentlemen:
 
This Acceptance and Prepayment Notice is delivered to you pursuant to (a) Section 2.09(a)(ii)(D) of that certain Credit Agreement, dated as of October 16,
2015 (as amended, restated, amended and restated, refinanced, extended, supplemented and/or otherwise modified from time to time, the “Credit
Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation, as the Borrower (the “Borrower”), the Lenders from time to time party thereto,
and Jefferies Finance LLC, as Administrative Agent and Collateral Agent, and (b) that certain Solicited Discounted Prepayment Notice, dated  , 20 , from
the Borrower (the “Solicited Discounted Prepayment Notice”). Capitalized terms used herein and not otherwise defined herein shall have the meaning
ascribed to such terms in the Credit Agreement.

 
Pursuant to Section 2.09(a)(ii)(D) of the Credit Agreement, the Borrower hereby irrevocably notifies you that it accepts offers delivered in response to the
Solicited Discounted Prepayment Notice having an Offered Discount equal to or greater than [[ ]% in respect of the Term Loans] [[ ]% in respect of the [ ,
20__]1 tranche[(s)] of the [ ]2 Class of Term Loans] (the “Acceptable Discount”) in an aggregate amount not to exceed the Solicited Discounted
Prepayment Amount.

 
The Borrower expressly agrees that this Acceptance and Prepayment Notice shall be irrevocable and is subject to the provisions of Section 2.09(a)(ii)(D) of
the Credit Agreement.

 
The Borrower hereby represents and warrants to the Auction Agent and [the Lenders][each Lender of the [ , 20 ]3 tranche[s] of the [ ]4 Class of Term Loans]
as follows:

 
1.                    No Default or Event of Default has occurred and is continuing.

 
2.                    [At least ten (10) Business Days have passed since the consummation of the most recent Discounted Term Loan Prepayment
as a result of a prepayment made by the Borrower on the applicable Discounted Prepayment Effective Date.][At least three (3) Business
Days have passed since the date the Borrower was notified that no Term Lender was willing to accept any prepayment of any Term Loan
at the Specified Discount, within the Discount Range or at any discount to par value, as applicable, or in the case of Borrower
Solicitation of Discounted Prepayment Offers, the date of the Borrower’s election not to accept any Solicited Discounted Prepayment
Offers made by a Lender.]5

 
 
 
_________________
1 List multiple tranches if applicable.

2 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

3 List multiple tranches if applicable.

4 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

5 Insert applicable representation.
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3.                    The Borrower does not possess material non-public information with respect to the Borrower and its Subsidiaries that either
(1) has not been disclosed to the Lenders generally (other than Lenders that have elected not to receive such information), it being
understood that documents posted on a U.S. government website or on the Borrower’s behalf on an Internet or intranet website, if any, in
each case, to which the Administrative Agent and the Lenders have access shall be deemed to have been disclosed to the Lenders, or (2)
if not disclosed to the Lenders, could reasonably be expected to have a material effect on, or otherwise be material to (A) a Lender’s
decision to participate in any such Discounted Loan Prepayment or (B) the market price of such Term Loans.6

 
The Borrower acknowledges that the Auction Agent and the relevant Lenders are relying on the truth and accuracy of the foregoing representations and
warranties in connection with the acceptance of any prepayment made in connection with a Solicited Discounted Prepayment Offer.

 
The Borrower requests that the Auction Agent promptly notify each Lender party to the Credit Agreement of this Acceptance and Prepayment Notice.

 
 

[REMAINDER OF THE PAGE INTENTIONALLY LEFT BLANK]
 
 
 
 
 
 
 
_________________
6 If the Borrower cannot make this representation, then the following text should be inserted in lieu thereof:

“The Borrower cannot represent at this time that it does not possess material non-public information with respect to the Borrower and its Subsidiaries
that either (1) has not been disclosed to the Lenders generally (other than Lenders that have elected not to receive such information) or (2) if not
disclosed to the Lenders, could reasonably be expected to have a material effect on, or otherwise be material to (A) a Lender’s decision to participate in
any such assignment or (B) the market price of such Term Loans.”
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IN WITNESS WHEREOF, the undersigned has executed this Acceptance and Prepayment Notice as of the date first above written.

 
  SUCAMPO PHARMACEUTICALS, INC.
   
   
  By:  
   Name:
   Title:
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EXHIBIT K-2

 
Form of Discount Range Prepayment Notice

 
Date:               , 20   

 
To: [Jefferies Finance LLC], as Auction Agent
 
Ladies and Gentlemen:
 
This Discount Range Prepayment Notice is delivered to you pursuant to Section 2.09(a)(ii)(C) of that certain Credit Agreement, dated as of October 16,
2015 (as amended, restated, amended and restated, refinanced, extended, supplemented and/or otherwise modified from time to time, the “Credit
Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation, as the Borrower (the “Borrower”), the Lenders from time to time party thereto,
and Jefferies Finance LLC, as Administrative Agent and Collateral Agent. Capitalized terms used herein and not otherwise defined herein shall have the
meaning ascribed to such terms in the Credit Agreement.

 
Pursuant to Section 2.09(a)(ii)(C) of the Credit Agreement, the Borrower hereby requests that [each Lender] [each Lender of the [ , 20 ]1 tranche[s] of the [
]2 Class of Term Loans] submit a Discount Range Prepayment Offer. Any Discounted Loan Prepayment made in connection with this solicitation shall be
subject to the following terms:

 
1.                    This Borrower Solicitation of Discount Range Prepayment Offers is extended at the sole discretion of the Borrower to [each Lender] [each
Lender of the [ , 20__]3 tranche[s] of the [ ]4 Class of Term Loans].

 
2.                    The maximum aggregate principal amount of the Discounted Loan Prepayment that will be made in connection with this solicitation is [$[ ]
of Term Loans] [$[ ] of the [ , 20 ]5 tranche[(s)] of the [__]6 Class of Term Loans] (the “Discount Range Prepayment Amount”).7

 
3.                    The Borrower is willing to make Discounted Loan Prepayments at a percentage discount to par value greater than or equal to [[ ]% but less
than or equal to [ ]% in respect of the Term Loans] [[ ]% but less than or equal to [ ]% in respect of the [ , 20 ]8 tranche[(s)] of the [ ]9 Class of Term Loans]
(the “Discount Range”). To make an offer in connection with this solicitation, you are required deliver to the Auction Agent a Discount Range Prepayment
Offer by no later than 5:00 P.M. on the date that is the third Business Day following the date of delivery of this notice pursuant to Section 2.09(a)(ii)(C) of
the Credit Agreement.

 
 
 
_________________
1 List multiple tranches if applicable.

2 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

3 List multiple tranches if applicable.

4 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

5 List multiple tranches if applicable.

6 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

7 Minimum of […***…] and whole increments of […***…] in excess thereof unless otherwise agreed by the Administrative Agent.

8 List multiple tranches if applicable.

9 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).
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The Borrower hereby represents and warrants to the Auction Agent and [the Lenders][each Lender of the [ , 20 ] 10 tranche[s] of the [ ]11 Class of Term
Loans] as follows:

 
1.                    No Default or Event of Default has occurred and is continuing.

 
2.                    [At least ten (10) Business Days have passed since the consummation of the most recent Discounted Term Loan Prepayment as a result of a
prepayment made by the Borrower on the applicable Discounted Prepayment Effective Date.][At least three (3) Business Days have passed since the date
the Borrower was notified that no Term Lender was willing to accept any prepayment of any Term Loan at the Specified Discount, within the Discount
Range or at any discount to par value, as applicable, or in the case of Borrower Solicitation of Discounted Prepayment Offers, the date of the Borrower’s
election not to accept any Solicited Discounted Prepayment Offers made by a Lender.]12

 
3.                    The Borrower does not possess material non-public information with respect to the Borrower and its Subsidiaries that either (1) has not been
disclosed to the Lenders generally (other than Lenders that have elected not to receive such information), it being understood that documents posted on a
U.S. government website or on the Borrower’s behalf on an Internet or intranet website, if any, in each case, to which the Administrative Agent and the
Lenders have access shall be deemed to have been disclosed to the Lenders, or (2) if not disclosed to the Lenders, could reasonably be expected to have a
material effect on, or otherwise be material to (A) a Lender’s decision to participate in any such Discounted Loan Prepayment or (B) the market price of
such Term Loans.13

 
The Borrower acknowledges that the Auction Agent and the relevant Lenders are relying on the truth and accuracy of the foregoing representations and
warranties in connection with any Discount Range Prepayment Offer made in response to this Discount Range Prepayment Notice and the acceptance of
any prepayment made in connection with this Discount Range Prepayment Notice.

 
The Borrower requests that the Auction Agent promptly notify each relevant Lender party to the Credit Agreement of this Discount Range Prepayment
Notice.

 
 

[REMAINDER OF THE PAGE INTENTIONALLY LEFT BLANK]
 
 
 
 
_________________
10 List multiple tranches if applicable.

11 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

12 Insert applicable representation.

13 If the Borrower cannot make this representation, then the following text should be inserted in lieu thereof:

“The Borrower cannot represent at this time that it does not possess material non-public information with respect to the Borrower and its Subsidiaries
that either (1) has not been disclosed to the Lenders generally (other than Lenders that have elected not to receive such information) or (2) if not
disclosed to the Lenders, could reasonably be expected to have a material effect on, or otherwise be material to (A) a Lender’s decision to participate in
any such assignment or (B) the market price of such Term Loans.”
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IN WITNESS WHEREOF, the undersigned has executed this Discount Range Prepayment Notice as of the date first above written.

 
  SUCAMPO PHARMACEUTICALS, INC.
   
  By:  
   Name:
   Title:
    
 
 

Enclosure: Form of Discount Range Prepayment Offer
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EXHIBIT K-3

 
Form of Discount Range Prepayment Offer

 
Date:               , 20   

To: [Jefferies Finance LLC], as Auction Agent
 
Ladies and Gentlemen:
 
Reference is made to (a) the Credit Agreement, dated as of October 16, 2015 (as amended, restated, amended and restated, refinanced, extended,
supplemented and/or otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation, as the
Borrower (the “Borrower”), the Lenders from time to time party thereto, and Jefferies Finance LLC, as Administrative Agent and Collateral Agent, and (b)
the Discount Range Prepayment Notice, dated ________, 20__, from the Borrower (the “Discount Range Prepayment Notice”). Capitalized terms used
herein and not otherwise defined herein shall have the meaning ascribed to such terms in the Discount Range Prepayment Notice or, to the extent not
defined therein, in the Credit Agreement.

 
The undersigned Lender hereby gives you irrevocable notice, pursuant to Section 2.09(a)(ii)(C) of the Credit Agreement, that it is hereby offering to accept
a Discounted Loan Prepayment on the following terms:

 
1.                    This Discount Range Prepayment Offer is available only for prepayment on [the Term Loans] [the [ , 20 ]1 tranche[s] of the [ ]2 Class of Term
Loans] held by the undersigned.

 
2.                    The maximum aggregate principal amount of the Discounted Loan Prepayment that may be made in connection with this offer shall not
exceed (the “Submitted Amount”):

 
[Term Loans - $[ ]]

 
[[ , 20 ]3 tranche[s] of the [ ]4 Class of Term Loans - $[ ]]

 
3.                    The percentage discount to par value at which such Discounted Loan Prepayment may be made is [[ ]% in respect of the Term Loans] [[ ]% in
respect of the [ , 20__]5 tranche[(s)] of the [ ]6 Class of Term Loans] (the “Submitted Discount”).

 

The undersigned Lender hereby expressly and irrevocably consents and agrees to a prepayment of its [Term Loans] [[ , 20 ]7 tranche[s] of the [ ]8 Class of
Term Loans] indicated above pursuant to Section 2.09(a)(ii)(C) of the Credit Agreement at a price equal to the Applicable Discount and in an aggregate
outstanding amount not to exceed the Submitted Amount, as such amount may be reduced in accordance with the Discount Range Proration, if any, and as
otherwise determined in accordance with and subject to the requirements of the Credit Agreement.

 
 
_________________
1 List multiple tranches if applicable.

2 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

3 List multiple tranches if applicable.

4 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

5 List multiple tranches if applicable.

6 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

7 List multiple tranches if applicable.

8 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

 
[REMAINDER OF THE PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the undersigned has executed this Discount Range Prepayment Offer as of the date first above written.

 
  [NAME OF LENDER]
   
  By:  
   Name:
   Title:
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EXHIBIT K-4

 
Form of Solicited Discounted Prepayment Notice

 
Date:               , 20   

To: [Jefferies Finance LLC], as Auction Agent
 
Ladies and Gentlemen:
 
This Solicited Discounted Prepayment Notice is delivered to you pursuant to Section 2.09(a)(ii)(D) of that certain Credit Agreement, dated as of October
16, 2015 (as amended, restated, amended and restated, refinanced, extended, supplemented and/or otherwise modified from time to time, the “Credit
Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation, as the Borrower (the “Borrower”), the Lenders from time to time party thereto,
and Jefferies Finance LLC, as Administrative Agent and Collateral Agent. Capitalized terms used herein and not otherwise defined herein shall have the
meaning ascribed to such terms in the Credit Agreement.

 
Pursuant to Section 2.09(a)(ii)(D) of the Credit Agreement, the Borrower hereby requests that [each Lender] [each Lender of the [ , 20__]1 tranche[s] of the [
]2 Class of Term Loans] submit a Solicited Discounted Prepayment Offer. Any Discounted Loan Prepayment made in connection with this solicitation
shall be subject to the following terms:

 
1.                    This Borrower Solicitation of Discounted Prepayment Offers is extended at the sole discretion of the Borrower to [each Lender] [each Lender
of the [ , 20 ]3 tranche[s] of the [ ]4 Class of Term Loans].

 
2.                    The maximum aggregate amount of the Discounted Loan Prepayment that will be made in connection with this solicitation is (the “Solicited
Discounted Prepayment Amount”):5

 
[Term Loans - $[ ]]

 
[[ , 20 ]6 tranche[s] of the [ ]7 Class of Term Loans - $[ ]]

 
To make an offer in connection with this solicitation, you are required to deliver to the Auction Agent a Solicited Discounted Prepayment Offer by no later
than 5:00 P.M. on the date that is the third Business Day following delivery of this notice pursuant to Section 2.09(a)(ii)(D) of the Credit Agreement.

 
The Borrower requests that the Auction Agent promptly notify each Lender party to the Credit Agreement of this Solicited Discounted Prepayment Notice.

 
 
_________________
1 List multiple tranches if applicable.

2 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

3 List multiple tranches if applicable.

4 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

5 Minimum of […***…] and whole increments of […***…] in excess thereof unless otherwise agreed by the Administrative Agent.

6 List multiple tranches if applicable.

7 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).
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IN WITNESS WHEREOF, the undersigned has executed this Solicited Discounted Prepayment Notice as of the date first above written.

 
  SUCAMPO PHARMACEUTICALS, INC.
   
   
  By:  
   Name:
   Title:
    
    
 

Enclosure: Form of Solicited Discounted Prepayment Offer
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EXHIBIT K-5

 
Form of Solicited Discounted Prepayment Offer

 
Date:               , 20   

To: [Jefferies Finance LLC], as Auction Agent
 
Ladies and Gentlemen:
 
Reference is made to (a) the Credit Agreement, dated as of October 16, 2015 (as amended, restated, amended and restated, refinanced, extended,
supplemented and/or otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation, as the
Borrower (the “Borrower”), the Lenders from time to time party thereto, and Jefferies Finance LLC, as Administrative Agent and Collateral Agent, and (b)
the Solicited Discounted Prepayment Notice, dated _____, 20 , from the Borrower (the “Solicited Discounted Prepayment Notice”). Capitalized terms used
herein and not otherwise defined herein shall have the meaning ascribed to such terms in the Solicited Discounted Prepayment Notice or, to the extent not
defined therein, in the Credit Agreement.

 
To accept the offer set forth herein, you must submit an Acceptance and Prepayment Notice by or before no later than 5:00 P.M. on the third Business Day
following your receipt of this notice.

 
The undersigned Lender hereby gives you irrevocable notice, pursuant to Section 2.09(a)(ii)(D) of the Credit Agreement, that it is hereby offering to accept
a Discounted Loan Prepayment on the following terms:

 
1.                    This Solicited Discounted Prepayment Offer is available only for prepayment on the [Term Loans][[ , 20__]1 tranche[s] of the [__]2 Class of
Term Loans] held by the undersigned.

 
2.                    The maximum aggregate principal amount of the Discounted Loan Prepayment that may be made in connection with this offer shall not
exceed (the “Offered Amount”):

 
[Term Loans - $[ ]]

 
[[ , 20 ]3 tranche[s] of the [ ]4 Class of Term Loans - $[ ]]

 
3.                    The percentage discount to par value at which such Discounted Loan Prepayment may be made is [[ ]% in respect of the Term Loans] [[ ]% in
respect of the [ , 20__]5 tranche[(s)] of the [ ]6 Class of Term Loans] (the “Offered Discount”).

 
The undersigned Lender hereby expressly and irrevocably consents and agrees to a prepayment of its [Term Loans] [[ , 20 ]7 tranche[s] of the [ ]8 Class of
Term Loans] pursuant to

 
_________________
1 List multiple tranches if applicable.

2 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

3 List multiple tranches if applicable.

4 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).
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Section 2.09(a)(ii)(D) of the Credit Agreement at a price equal to the Acceptable Discount and in an aggregate outstanding amount not to exceed such
Lender’s Offered Amount as such amount may be reduced in accordance with the Solicited Discount Proration, if any, and as otherwise determined in
accordance with and subject to the requirements of the Credit Agreement.

 
[REMAINDER OF THE PAGE INTENTIONALLY LEFT BLANK]

 
 
 
 
 
 
 
_________________
7 List multiple tranches if applicable.

8 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).
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IN WITNESS WHEREOF, the undersigned has executed this Solicited Discounted Prepayment Offer as of the date first above written.

 
  [NAME OF LENDER]
   
  By:  
   Name:
   Title:
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EXHIBIT K-6

 
Form of Specified Discount Prepayment Notice

 
Date:               , 20   

To: [Jefferies Finance LLC], as Auction Agent
 
Ladies and Gentlemen:
 
This Specified Discount Prepayment Notice is delivered to you pursuant to Section 2.09(a)(ii)(B) of that certain Credit Agreement, dated as of October 16,
2015 (as amended, restated, amended and restated, refinanced, extended, supplemented and/or otherwise modified from time to time, the “Credit
Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation, as the Borrower (the “Borrower”), the Lenders from time to time party thereto,
and Jefferies Finance LLC, as Administrative Agent and Collateral Agent. Capitalized terms used herein and not otherwise defined herein shall have the
meaning ascribed to such terms in the Credit Agreement.

 
Pursuant to Section 2.09(a)(ii)(B) of the Credit Agreement, the Borrower hereby offers to make a Discounted Loan Prepayment [to each Lender] [to each
Lender of the [ , 20 ]1 tranche[s] of the [__]2 Class of Term Loans] on the following terms:

 
1.                    This Borrower Offer of Specified Discount Prepayment is available only [to each Lender] [to each Lender of the [ , 20 ]3 tranche[s] of the [ ]4
Class of Term Loans].

 
2.                    The aggregate principal amount of the Discounted Loan Prepayment that will be made in connection with this offer shall not exceed [$[ ] of
Term Loans] [$[ ] of the [ , 20 ]5 tranche[(s)] of the [ ]6 Class of Term Loans] (the “Specified Discount Prepayment Amount”).7

 
3.                    The percentage discount to par value at which such Discounted Loan Prepayment will be made is [[ ]% in respect of the Term Loans] [[ ]% in
respect of the [ _, 20__]8 tranche[(s)] of the [ ]9 Class of Term Loans] (the “Specified Discount”).

 
To accept this offer, you are required to submit to the Auction Agent a Specified Discount Prepayment Response by no later than 5:00 P.M. on the date
that is the third Business Day following the date of delivery of this notice pursuant to Section 2.09(a)(ii)(B) of the Credit Agreement.

 
 
 
_________________

1 List multiple tranches if applicable.

2 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

3 List multiple tranches if applicable.

4 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

5 List multiple tranches if applicable.

6 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

7 Minimum of […***…] and whole increments of […***…] in excess thereof unless otherwise agreed by the Administrative Agent.

8 List multiple tranches if applicable.

9 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).
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The Borrower hereby represents and warrants to the Auction Agent and [the Lenders][each Lender of the [ , 20 ] 10 tranche[s] of the [ ]11 Class of Term
Loans] as follows:

 
1.                    No Default or Event of Default has occurred and is continuing.

 
2.                    [At least ten (10) Business Days have passed since the consummation of the most recent Discounted Term Loan Prepayment as a result of a
prepayment made by the Borrower on the applicable Discounted Prepayment Effective Date.][At least three (3) Business Days have passed since the date
the Borrower was notified that no Term Lender was willing to accept any prepayment of any Term Loan at the Specified Discount, within the Discount
Range or at any discount to par value, as applicable, or in the case of Borrower Solicitation of Discounted Prepayment Offers, the date of the Borrower’s
election not to accept any Solicited Discounted Prepayment Offers made by a Lender.]12

 
3.                    The Borrower does not possess material non-public information with respect to the Borrower and its Subsidiaries that either (1) has not been
disclosed to the Lenders generally (other than Lenders that have elected not to receive such information) or (2) if not disclosed to the Lenders, could
reasonably be expected to have a material effect on, or otherwise be material to (A) a Lender’s decision to participate in any such Discounted Loan
Prepayment or (B) the market price of such Term Loans.13

 
The Borrower acknowledges that the Auction Agent and the relevant Lenders are relying on the truth and accuracy of the foregoing representations and
warranties in connection with their decision whether or not to accept the offer set forth in this Specified Discount Prepayment Notice and the acceptance of
any prepayment made in connection with this Specified Discount Prepayment Notice.

 
The Borrower requests that the Auction Agent promptly notify each relevant Lender party to the Credit Agreement of this Specified Discount Prepayment
Notice.

 
 

[REMAINDER OF THE PAGE INTENTIONALLY LEFT BLANK]
 
 
 
 
 
 
_________________
10 List multiple tranches if applicable.

11 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

12 Insert applicable representation.

13 If the Borrower cannot make this representation, then the following text should be inserted in lieu thereof:

 “The Borrower cannot represent at this time that it does not possess material non-public information with respect to the Borrower and its Subsidiaries
that either (1) has not been disclosed to the Lenders generally (other than Lenders that have elected not to receive such information) or (2) if not
disclosed to the Lenders, could reasonably be expected to have a material effect on, or otherwise be material to (A) a Lender’s decision to participate in
any such assignment or (B) the market price of such Term Loans.”
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IN WITNESS WHEREOF, the undersigned has executed this Specified Discount Prepayment Notice as of the date first above written.

 
  SUCAMPO PHARMACEUTICALS, INC.
   
  By:  
   Name:
   Title:
    
 

Enclosure: Form of Specified Discount Prepayment Response
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EXHIBIT K-7

 
Form of Specified Discount Prepayment Response

 
Date:               , 20   

To: [Jefferies Finance LLC], as Auction Agent
 
Ladies and Gentlemen:
 
Reference is made to (a) the Credit Agreement, dated as of October 16, 2015 (as amended, restated, amended and restated, refinanced, extended,
supplemented and/or otherwise modified from time to time, the “Credit Agreement”), among Sucampo Pharmaceuticals, Inc., a Delaware corporation, as the
Borrower (the “Borrower”), the Lenders from time to time party thereto, and Jefferies Finance LLC, as Administrative Agent and Collateral Agent, and (b)
the Specified Discount Prepayment Notice, dated ______, 20 , from the Borrower (the “Specified Discount Prepayment Notice”). Capitalized terms used
herein and not otherwise defined herein shall have the meaning ascribed to such terms in the Specified Discount Prepayment Notice or, to the extent not
defined therein, in the Credit Agreement.

 
The undersigned Lender hereby gives you irrevocable notice, pursuant to Section 2.09(a)(ii)(B) of the Credit Agreement, that it is willing to accept a
prepayment of the following [Term Loans] [[ , 20 ]1 tranche[s] of the [ ]2 Class of Term Loans - $[ ]] held by such Lender at the Specified Discount in an
aggregate outstanding amount as follows:

 
[Term Loans - $[ ]]

 
[[ , 20 ]3 tranche[s] of the [ ]4 Class of Term Loans - $[ ]]

 
The undersigned Lender hereby expressly and irrevocably consents and agrees to a prepayment of its [Term Loans][[ , 20 ]5 tranche[s] the [ ]6 Class of
Term Loans] pursuant to Section 2.09(a)(ii)(B) of the Credit Agreement at a price equal to the [applicable] Specified Discount in the aggregate outstanding
amount not to exceed the amount set forth above, as such amount may be reduced in accordance with the Specified Discount Proration, and as otherwise
determined in accordance with and subject to the requirements of the Credit Agreement.

 
[REMAINDER OF THE PAGE INTENTIONALLY LEFT BLANK]

 
 
 
 
 
 
_________________
1 List multiple tranches if applicable.

2 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

3 List multiple tranches if applicable.

4 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).

5 List multiple tranches if applicable.

6 List applicable Class(es) of Term Loans (e.g., Initial Term Loans, Incremental Term Loans, Extended Term Loans, or Refinancing Term Loans).
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IN WITNESS WHEREOF, the undersigned has executed this Specified Discount Prepayment Response as of the date first above written.

 
  [NAME OF LENDER]
   
  By:  
   Name:
   Title:
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EXHIBIT L

 
 

Form of Securities Account Control Agreement

See attached.
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SECURITIES ACCOUNT CONTROL AGREEMENT
 

This Securities Account Control Agreement, dated as of October 16, 2015 (as amended, restated, supplemented or otherwise modified from time to
time, this “Control Agreement”), is made by and among Sucampo Pharmaceuticals, Inc., a Delaware corporation (the “Customer”), Jefferies Finance LLC,
in its capacity as Collateral Agent for the Finance Parties under the Security Agreement (as defined below) (in such capacity, together with its successors
and permitted assigns in such capacity, the “Creditor”), and Jefferies LLC, in its capacity as a “securities intermediary” (as defined in Section 8-102 of the
UCC) (in such capacity, the “Broker”). Capitalized terms used but not defined herein shall have the meanings assigned in the Security Agreement, dated
as of October 16, 2015 (as amended, restated, supplemented or otherwise modified from time to time, the “Security Agreement”), among the Customer, the
other grantors party thereto and the Creditor.

 
The Customer has granted to the Creditor a security interest in the Accounts (as defined below). The parties are entering into this Control

Agreement to perfect the Creditor’s security interest in each Account. All references herein to the “UCC” shall mean the Uniform Commercial Code as in
effect from time to time in the State of New York.

 
1. The Accounts.

 
The Broker represents and warrants to the Creditor that:

 
The Broker maintains (i) securities account number ###-##### (the “Squeeze-Out Account”) which will be funded in Yen as noted below, (ii)

securities account number ###-##### (the “Notes Redemption Account”) in which $22,318,092.79 has been deposited, (iii) securities account number
###-##### (the “Restricted Cash Account”) in which $25,000,000 has been deposited and (iv) securities account number ###-##### (the “Founders
Share Purchase Account” and, together with the Squeeze- Out Account, the Notes Redemption Account, the Restricted Cash account and the Founders
Share Purchase Account and any securities account maintained by the Broker described in Section 10, the “Accounts”) in which $100,533,299.82 has been
deposited, in each case, for the Customer. The Broker represents and warrants that each Account is a “securities account” (as defined in Section 8-501 of
the UCC).

 
The Broker does not know of any claim to or interest in any Account, except for claims and interests of the parties referred to in this Control

Agreement.
 

All property credited to the Accounts, and all other rights of the Customer against the Broker arising out of the Accounts, including any free
credit balances, will be treated as “financial assets” as defined in and under Article 8 of the UCC.

 
The Broker covenants and agrees that: (i) all securities or other property underlying any financial assets credited to any Account shall be

registered in the name of the Broker, indorsed to the Broker or indorsed in blank or credited to another securities account maintained in the name of the
Broker, in each case, for the benefit of the Customer (subject to the terms hereof); (ii) in no case will any financial asset credited to any Account be
registered in the name of the Creditor, payable to the order of the Creditor or specifically indorsed to the Creditor except to the extent the foregoing have
been specifically indorsed to the Broker or in blank or upon the delivery of an Entitlement Order (as defined below); and (iii) all property delivered to the
Broker pursuant to the Security Agreement will be promptly credited to the applicable Account as directed in writing by the Creditor. The Creditor hereby
notifies the Broker that 983,148,774 Yen is anticipated to be deposited by (or on behalf of) the Borrower into the Squeeze-Out Account on or about
October 19, 2015.
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2. Control by the Creditor.

 
If at any time the Broker shall receive from the Creditor any notification directing it to transfer or redeem any financial assets in any Account

(each, an “Entitlement Order”) originated by the Creditor, the Broker shall comply with such Entitlement Order without further consent by the Customer
or any other person.

 
3. Customer’s Rights in the Accounts.

 
(a)    The Broker shall not (x) comply with Entitlement Orders originated by the Customer without consent by the Creditor (which consent shall

not be unreasonably withheld or delayed) or (y) distribute to the Customer any interest or any other amount in any Account without consent by the
Creditor (which consent shall not be unreasonably withheld or delayed).

 
(b)    The Broker agrees that, unless otherwise set forth herein, it will (a) take all directions with respect to each Account solely from the Creditor

and shall not comply with Entitlement Orders of the Customer or any other person with respect to any Account and (b) not distribute to the Customer
interest, dividends or other amounts on financial assets in such Account.

 
(c)        Notwithstanding anything herein to the contrary, upon receipt of a Notice of Release in substantially the form of Exhibit A hereto (a

“Notice of Release”) from the Creditor, the Broker shall, at the direction of the Creditor as provided in the Notice of Release, distribute to the account
specified in the Notice of Release from the Squeeze-Out Account, the Notes Redemption Account, the Restricted Cash Account and/or the Founder Share
Purchase Account, as applicable, the amount set forth in the Notice of Release.

 
4. Priority of the Creditor’s Security Interest.

 
The Broker subordinates in favor of the Creditor any security interest, lien or right of setoff that the Broker may have, now or in the future, against

the Accounts or any financial assets in the Accounts, except that the Broker will retain its prior lien on financial assets in the Accounts to secure payment
for financial assets purchased for the Accounts and normal commissions and fees for the Accounts.

 
5. No Third-Party Control.

 
The Broker represents and warrants that no third party has a right to give an Entitlement Order regarding financial assets in any Account.

 
The Broker will not agree with any third party that the Broker will comply with Entitlement Orders originated by such third party.

 
6. Statements, Confirmations and Notices of Adverse Claims.

 
The Broker will send copies of all statements and confirmations for each Account simultaneously to the Customer and the Creditor.

 
The Broker will use reasonable efforts promptly to notify the Creditor and the Customer if any other person claims that it has a property interest in

a financial asset in any Account and that it is a violation of that person’s rights for anyone else to hold, transfer or deal with such financial asset.
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7. The Broker’s Responsibility.
 

The Broker will not be liable to the Customer for not complying with Entitlement Orders from the Customer except in the case of bad faith, gross
negligence or willful misconduct on the part of the Broker (as determined by a court of competent jurisdiction by a final and nonappealable judgment).

 
The Broker will not be liable to the Customer for complying with Entitlement Orders originated by the Creditor, even if the Customer notifies the

Broker that the Creditor is not legally entitled to issue the Entitlement Order, unless (a) the Broker takes the action after it is served with an injunction,
restraining order or other legal process enjoining it from doing so, issued by a court of competent jurisdiction, and had a reasonable opportunity to act on
the injunction, restraining order or other legal process, (b) the Broker acts in collusion with Creditor in violating the Customer’s rights, or (c) to the extent
of the Broker’s bad faith, gross negligence or willful misconduct (as determined by a court of competent jurisdiction by a final and nonappealable
judgment).

 
This Control Agreement does not create any obligation of the Broker except for those expressly set forth in this Control Agreement. In particular,

the Broker need not investigate whether the Creditor is entitled under the Creditor’s agreements with the Customer to give an Entitlement Order or if the
Creditor is required to deliver a Notice of Release. The Broker may rely on notices and communications it believes given by the appropriate party.

 
8. Indemnity.

 
The Creditor and the Customer will indemnify the Broker, its officers, directors, employees and agents against claims, liabilities and expenses

arising out of this Control Agreement (including reasonable attorneys’ fees and disbursements), except to the extent the claims, liabilities or expenses are
caused by the Broker’s gross negligence or willful misconduct. The obligations of the Creditor and the Customer under this Section 8 are joint and several.

 
9. Termination; Survival.

 
The Creditor may terminate this Control Agreement by notice to the Broker and the Customer. The Broker may terminate this Control Agreement

on 30 days’ prior written notice to the Creditor and the Customer.
 

If the Creditor notifies the Broker pursuant to a Notice of Termination in substantially the form of Exhibit B hereto that the Creditor’s security
interest in each Account has terminated, this Control Agreement will immediately terminate.

 
Section 7 (“The Broker’s Responsibility”) and Section 8 (“Indemnity”) will survive the termination of this Control Agreement.

 
10. Successor Accounts.

 
The Accounts will include the securities accounts described in Section 1 and any substitute or replacement securities accounts.

 
11. Governing Law; Jurisdiction and Venue.

 
This Control Agreement will be governed by the internal laws of the State of New York. Each party hereto consents specifically to the exclusive

jurisdiction of any United States federal court sitting in the Borough of Manhattan or, if that court does not have subject matter jurisdiction, in any state
court located in New York City and New York County, and any appellate court from any thereof, in connection with any action filed pursuant to this
Control Agreement, for the purposes of all legal proceedings arising out of or relating to this Control Agreement and the parties agree not to commence
any action, suit or proceeding relating hereto except in such courts. In connection with the foregoing consent, each party irrevocably waives, to the fullest
extent permitted by law, any objection which it may now or hereafter have to the court’s exercise of personal jurisdiction over each party to this Control
Agreement or the laying of venue of any such proceeding brought in such a court and any claim that any such proceeding brought in such a court has been
brought in an inconvenient forum. Each party further irrevocably waives its right to a trial by jury and consents that service of process may be affected in
any manner permitted under the laws of the State of New York.
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12. Entire Agreement; Amendments.
 

This Control Agreement constitutes the entire agreement, and supersedes any prior agreements and contemporaneous oral agreements, of the
parties concerning its subject matter. No amendment of, or waiver of a right under, this Control Agreement will be binding unless it is in writing and signed
by the party to be charged.

 
13. Severability.

 
To the extent a provision of this Control Agreement is unenforceable, this Control Agreement will be construed as if the unenforceable provision

were omitted.
 

14. Successors and Assigns.
 

A successor to or assignee of the Creditor’s rights and obligations under the Security Agreement will succeed to the Creditor’s rights and
obligations under this Control Agreement.

 
15. Notices.

 
Notices and other communications provided for herein shall be in writing and shall be delivered by hand or overnight courier service, mailed by

certified or registered mail or sent by facsimile, as follows or to such other address as the party may designate by notice in writing to the other parties, and
will be effective on receipt:

 
Customer’s address:

 
Sucampo Pharmaceuticals, Inc. 4520 East-West Highway, 3rd Floor Bethesda,
MD 20814
Attn: Peter Greenleaf, Chief Executive Officer Facsimile No.: (###) ###-####

 
Creditor’s address:

 
Jefferies Finance LLC 520 Madison Avenue New York, NY 10022
Attn: Sucampo Pharmaceuticals Account Manager Facsimile No.: (###) ###-####
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With a copy to:

 
Jefferies Finance LLC 520 Madison Avenue New York, NY 10022
Attn: Adam Klepack, Associate General Counsel Facsimile No.: (###) ###-####

 
Broker’s address:

 
Jefferies LLC
520 Madison Avenue New York, NY 10022
Attn: Sucampo Pharmaceuticals Account Manager Facsimile No.: (###) ###-####

 
 

[Signatures follow]
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In witness whereof, the parties have executed this Control Agreement with effect from the date specified on the first page of this Control Agreement.
 
  SUCAMPO PHARMACEUTICALS, INC.
   
  By:  
  Name:
  Title:
    
    
  JEFFERIES FINANCE LLC,
  as Collateral Agent
   
  By:  
  Name:  
  Title:  
    
    
  JEFFERIES LLC
    
  By:  
  Name:  
  Title:  
 
 

[Securities Account Control Agreement]
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Exhibit A

 
Jefferies Finance LLC 
520 Madison Avenue 
New York, NY 10022

 
[Date]

 
Jefferies LLC
520 Madison Avenue New York, NY 10022
Attention: Sucampo Pharmaceuticals Account Manager
 

Re: Notice of Release
 
Ladies and Gentlemen:

 
As referenced in the Securities Account Control Agreement, dated as of October 16, 2015 (the “Control Agreement”), among Sucampo Pharmaceuticals,
Inc. (the “Customer”), you and the undersigned, we hereby instruct and authorize you to release funds in the aggregate amount of $[ ] from the [Squeeze-
Out Account][Notes Redemption Account][Restricted Cash Account][Founder Share Purchase Account] to the following account:

 
Name of Institution: [ ] 
Account number: [ ]
Beneficiary: [ ]

 
You are instructed to deliver a copy of this notice by facsimile transmission to Sucampo Pharmaceuticals, Inc. at (###) ###-####, Attention: Peter
Greenleaf, Chief Executive Officer.

 
  Very truly yours,
   
  Jefferies Finance LLC, as Collateral Agent
   
  By:  
  Name:
  Title:
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Exhibit B

 
Jefferies Finance LLC 
520 Madison Avenue 
New York, NY 10022

 
[Date]

 
Jefferies LLC
520 Madison Avenue New York, NY 10022
Attention: Sucampo Pharmaceuticals Account Manager
 

Re: Termination of Control Agreement
 
You are hereby notified that the Securities Account Control Agreement dated as of October 16, 2015 (the “Control Agreement”), among Sucampo
Pharmaceuticals, Inc., you and the undersigned, is terminated and you have no further obligations to the undersigned pursuant to such Control Agreement.
Notwithstanding any previous instructions to you, you are hereby instructed to accept all future directions with respect to account numbers ###-#####,
###-#####, ###-##### and ###-##### from Sucampo Pharmaceuticals, Inc. This notice terminates any obligations you may have to the undersigned with
respect to such accounts. However, nothing contained in this notice shall alter any obligations which you may otherwise owe to Sucampo
Pharmaceuticals, Inc. pursuant to any other agreement.

 
###-#####
###-#####
###-#####
###-#####

 
You are instructed to deliver a copy of this notice by facsimile transmission to Sucampo Pharmaceuticals, Inc. at (###) ###-####, Attention: Peter
Greenleaf, Chief Executive Officer.

 
  Very truly yours,
   
  Jefferies Finance LLC, as Collateral Agent
   
  By:  
  Name:
  Title:
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Exhibit 10.39
 

Ground Lease Agreement

 

 
 
UENO FINE CHEMICALS INDUSTRY LTD. (hereinafter, “Party A”), and R-Tech Ueno, Ltd. (hereinafter, “Party B”) form the following agreement regarding
the ground lease of the land owned by Party A which is described at the end of the document (hereinafter, “This Land”).
 
Article 1 (Purpose of Use)

Party A agrees to lease This Land in order for Party B to have ownership of a building.
 
Article 2 (Lease term)

1. The lease period for This Land is 30 years from April 1, 2001.
2. If attempting to end this agreement after fulfilling the above-stated period, Party A or Party B must inform the other in writing by 3 months prior.
3. After fulfillment of the contract period, this contract can be extended for 20 years by agreement between Party A and Party B. Following fulfillment

of that period, the contract can be extended by 10 years.
 
Article 3 (Cancellation during the contract period)

If attempting to cancel this contract, Party A or Party B must inform the other in writing 3 months prior and cancellation must be based on consent
between Party A and Party B.
 
Article 4 (Security deposit)

1. Party B shall pay a security deposit to Party A of an amount […***…] of […***…] by the first day of the leasing period.
2. If the rent increases or decreases, the security deposit will increase or decrease accordingly with the difference settled within 1 month from the date

of rent increase/decrease.
3. Party B […***…] the […***…] to […***…] Party A.
4. If based on this contract debts owed by Party B […***…], Party A […***…] the […***…] for this […***…]. After receiving a notice of […***…],

[…***…] must […***…] the […***…].
5. No […***…] is […***…] to the […***…].
6. After ending or cancelling this contract, and after Party B has left This Land in its original condition as well as fulfilling repayment of all debts owed

to Party A, the remainder of the security deposit stipulated in Item 1 shall be returned to Party B.
 
Article 5 (Rent)

The rent for 1 month shall be a sum of 401,000 yen, with the following month’s portion paid by Party B to Party A by the end of every month. When
the above-stated rent has been deemed inequivalent to the circumstances based on fluctuations in commodities, increases in land tax, public charges and
other administrative costs, rent fluctuations in adjacent areas, and other economic factors, it can be modified by Party A and Party B.
 
Article 6 (Delinquency charges)

If Party B falls into delinquency regarding payment of rental fees, delinquency charges of […***…] shall be applied each day from the day of
delinquency.
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Article 7 (Tax and public charges)
The fixed property tax, land holding tax, and other taxes for This Land will be borne by Party A.

 
Article 8 (Contract termination)

If circumstances arise such that any of the following items (1), (2), (4), or (5) become applicable to Party B, Party A can terminate the contract
without prior notice. Also, should circumstances arise such that item (3) becomes applicable to Party B, Party A will demand of Party B resolution of the
applicable situation within 30 days, and can terminate this contract if the applicable situation has still not been resolved after that period. For all cases, if
Party A incurs any damages, a demand can be made of Party B for compensation of those damages.

(1) Delinquency in payment beyond 2 months for the rent and other debts.
(2) If the leased property is used for purposes other than stated in Article 1.
(3) Violation of this contract or any of the items in appended agreements.
(4) When provisional seizure, provisional injunction, compulsory execution, bankruptcy, civil rehabilitation, corporate restructuring, corporate

renewal, liquidation, special liquidation, or dissolution proceedings have begun.
(5) When trust has been damaged considerably.

 
Article 9 (Gratuitous return)

In the future, when this contract is cancelled or ends due to term fulfillment, Party B will not invoice Party A for evacuation fees, business
guarantees, or any other items whatsoever.
 
Article 10 (Items not stipulated)

When necessary, Party A and Party B shall cooperate in good faith to resolve issues surrounding items not provided for by this contract and items
where doubt has arisen regarding interpretation.
 

IN WITNESS WHEREOF, Party A and Party B hereto have executed this agreement in duplicate by placing their respective signatures and seals
thereon, and each party shall keep one original.
 
March 16, 2001
 
 Party A
 2-4-8 Koraibashi, Chuo-ku, Osaka-shi
 UENO FINE CHEMICALS INDUSTRY LTD.
 […***…] [seal] [seal]
  
 Party B
 4-1 Techno-park, Sanda-shi, Hyogo-ken
 R-Tech Ueno Ltd.  
 […***…] [seal] [seal]
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Diagram of land for lease
 
The land which Party A rents to Party B, and Party B rents from Party A is as follows.
 

4-1 Techno-park, Sanda-shi, Hyogo-ken
Pharmaceutical product bulk factory Plot […***…] m2

 
[…***…].
 

END
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R-Tech Ueno [illegible] [seal]
 
UENO FINE CHEMICALS INDUSTRY LTD Sanda branch
 

[MAP OF LEASED PREMISES]
[…***…]
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Exhibit 10.40
 
Summary of New Technology Development Consignment Agreement between R-Tech Ueno and the Japan Agency for Medical Research and Development,

dated April 1, 2015
 

Under this Agreement, the Japan Agency for Medical Research and Development (“ AMED”) agreed to lend R-Tech Ueno Ltd. (“R-Tech”) costs for the
development of unoprostone 0.15% eye drops (“unoprostone”) for the treatment of retinitis pigmentosa (the “Development”). As of December 31, 2015, the
outstanding loan amount stands at JPY ¥1,049,000,000 or approximately USD $9,218,328.
 
If the Development is deemed to be successful, then R-Tech will repay the outstanding loan amount in ten equal annual instalments following such
determination. In addition, in the event that the Development results in a new marketing authorization for unoprostone, R-Tech will pay AMED a small,
single-digit royalty on net sales of the unoprostone for such indication for a period of ten years following first commercial sale.
 
If the Development is deemed to be a failure, R-Tech will repay 10% of the costs in a lump sum payment and will be released from the repayment obligations
of the remaining 90%.
 
The term of the Agreement is effective until i) the Development is deemed successful and the parties enter into a license agreement; or ii) the Development is
deemed to be a failure, triggering the repayment described above.
 
AMED may terminate the Agreement i) if R-Tech engages in an unjust or unfair act in regard to the implementation of the Agreement; ii) If R-Tech breaches
any of the provisions of the Agreement; iii) if any researcher of R-Tech engages in an unjust act or inappropriate accounts processing; iv) if R-Tech breaches
any of the provision of any guidelines relating to public research stipends; v) if R-Tech breaches any representation and warranty regarding anti-social forces
(e.g., organized crime syndicates, cartels, gangs, etc.); vi) if R-Tech files or is filed for insolvency proceedings; vii) if R-Tech is subject to suspension of
banking transactions; or vii) if R-Tech becomes the subject of seizure or provisional disposition.
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Basic Transaction Agreement Concerning Outsourced Manufacturing
 
 
 
 
 
 
 
 
 
 
 

R-Tech Ueno, Ltd.
 
 

Nissan Chemical Industries, Ltd.
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Basic Transaction Agreement Concerning Outsourced Manufacturing
 
 
 

R-Tech Ueno, Ltd. (hereinafter “R-Tech”) and Nissan Chemical Industries, Ltd. (hereinafter “Nissan Chemical”) hereby enter into the following agreement to
signify that they have agreed as follows in regard to the outsourced manufacturing and supply of […***…], which is the synthetic raw material of RU-0211
developed as a new pharmaceutical by R-Tech.
 
Article 1 (Definitions)
 
The meaning of the following terms in this agreement shall be as defined as follows.
 
1) “Product” refers to […***…].
 
2) “Work” refers only to the outsourcing of the manufacture of the “Product” by R-Tech to Nissan Chemical, and the undertaking of Nissan Chemical to

supply this to R-Tech, in accordance with the agreement (hereinafter referred to as “Manufacturing Technology Transfer Agreement”) related to technical
transfer entered into by R-Tech and Nissan Chemical dated November 15 th 2001, and based on the technical, economic, and corporate investigations
carried out jointly by R-Tech and Nissan Chemical, and following the stipulations of the Agreement.

 
3) “Confidential Information” refers to all information, after the conclusion of the Non-Disclosure Agreement concerning Investigations into Outsourced

Manufacture of New Drug Intermediates entered into by R-Tech and Nissan Chemical dated June 13 th 2000 (hereinafter “Non-Disclosure Agreement”) or
the conclusion of the Manufacturing Technology Transfer Agreement, physico-chemical qualities, synthetic method, and other information, electronic
files and data, etc. related to the Product and related compounds, including RU-0211, already disclosed, quality standards and packaging standards
related to the Product determined after the conclusion of the Agreement (hereinafter referred to generally as quality/standards), and work-related secrets,
technology, information, knowledge, design, technical knowhow, industrial property rights, and other intellectual property rights related to the Product
and related compounds disclosed as necessary by R-Tech to Nissan Chemical in accordance with the performance and progress of this work. Further,
Confidential Information includes information on the manufacturing facilities of Nissan Chemical, technology, information, knowledge, design,
technical knowhow, industrial property rights, other intellectual property rights, and business secretes disclosed by Nissan Chemical to R-Tech or
learned by R-Tech as a necessary part of carrying out this work. However, this excludes the following.

 
Information that was already public knowledge at the point it was disclosed by the disclosing party, or information that became public knowledge for
no reason attributable to the disclosed party after being disclosed by the disclosing party
Information that was already possessed by the disclosed party at the point that it was disclosed by the disclosing party, and information for which it
can be proven with legitimate evidence or means that it was not obtained either directly or indirectly from the disclosing party.
Information obtained by the disclosed party from a third party without restriction, and information for which it can be proven with legitimate
evidence or means that the third party did not obtain it either directly or indirectly from the disclosing party.
Information for which it can be proven with legitimate evidence or means that the disclosed party independently obtained the information without
receiving the disclosure of confidential information from the disclosing party
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Article 2 (Ordering)
 
Nissan Chemical shall manufacture the Product conforming to the quality/standards only for the purpose of supplying it to R-Tech in accordance with orders
and directions from R-Tech, and deliver this by the deadline.
 
 
Article 3 (Quality/standards)
 
Quality/standards shall be determined separately in writing, and the quality/standards may be changed or improved as needed based on written negotiations
after separate discussion between R-Tech and Nissan Chemical.
 
 
Article 4 (Transaction Conditions)
 
The price for transferring this Product to the location (Sanda Techno Park, Hyogo) specified by R-Tech shall be as determined in attachment 1 attached to the
Agreement. R-Tech and Nissan Chemical shall, each year, hold a meeting on the final day of the R-Tech business year (April 1 st to March 31st the following
year) and negotiate in writing the transaction conditions for the following year, such as the price and delivery method for the Product. If R-Tech or Nissan
Chemical recognize that there is a significant difference between the annual purchase plan and the actual purchase quantity for that year at the time the
transaction conditions for the said year are determined, they may request a consultation with the other party regarding a revision to the transaction conditions
for the said year.
 
2. The ownership rights for the Product and burden of risk related to loss or damage shall transfer from Nissan Chemical to R-Tech at the point of transfer to
the specified location as described in the previous paragraph.
 
 
Article 5 (Purchase Plan and Deadline)
 
R-tech shall notify Nissan Chemical of the annual product purchase plan and deadline for the following year in writing by […***…] before the last day of
the R-Tech business year. If there is a change fo the annual product purchase plan, R-Tech shall, as a general rule, notify Nissan Chemical in writing […
***…] before the change. R-Tech shall issue a purchase order clarifying the quantity of Product and deadline at least one month before the scheduled
deadline, in accordance with the annual product purchase plan.
 
 
Article 6 (Manufacture and Delivered Product)
 
Nissan Chemical, on receiving the purchase order for the Product in writing from R-Tech, shall confirm this immediately in writing and deliver the Product
which can be proven to conform to the quality/standards (test results table attached) to R-Tech by the specified deadline. R-Tech, in accordance with the
quality/standards, shall test the delivered Product within […***…] business days of receiving the Product, and notify Nissan Chemical of the test results. R-
Tech may refuse and return to Nissan Chemical any Product that does not conform to the quality/standards.
 
If Nissan Chemical, during the process of manufacturing this Product, learns of the occurrence of any irregularity that may affect the quality/standards, they
shall promptly notify R-Tech in writing, and this shall be resolved by discussion between R-Tech and Nissan Chemical.
 
 
Article 7 (Payment Conditions)
 
When Nissan Chemical has delivered the Product to R-Tech, R-Tech shall settle payment by bank transfer for the amount up to the last day of each month by
the last day of the following month for the Product inspected and accepted by R-Tech.
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Article 8 (Acquisition of Licensing)
 
Nissan Chemical shall legally obtain the necessary licenses in relation to the outsourced manufacture of this Product from the competent authorities. R-Tech
shall provide technical support to Nissan Chemical during the process of application for such licenses.
 
 
Article 9 (Manufacturing Method, Manufacturing Management Method, Reversion of Rights)
 
Nissan Chemical shall manufacture this Product in accordance with the manufacturing method and manufacturing management method agreed through
discussion between R-Tech and Nissan Chemical. Further, they shall follow cGMP in order to guarantee its quality as a pharmaceutical raw material.
 
All technical achievements, such as inventions, designs, utilities, knowhow, etc. regarding manufacturing technology for the Product obtained through not
only performance of the Manufacturing Technology Transfer Agreement but also this Agreement shall be shared between R-Tech and Nissan Chemical.
However, the rights for the manufacturing technology itself disclosed by R-Tech to Nissan Chemical, based on the stipulations of the Manufacturing
Technology Transfer Agreement and this Agreement, shall remain with R-Tech.
 
2. R-Tech, based on the achievements shared as stipulated in the previous paragraph, may use these free of charge on the condition that they obtain the
consent of Nissan Chemical. However, Nissan Chemical may not unreasonably refuse the said consent. After this Agreement is terminated, Nissan Chemical
shall consent in advance that R-Tech may use the achievements shared as stipulated in the previous paragraph freely without charge. As long as Nissan
Chemical does not breach their duties under the other stipulations of this Agreement, the Manufacturing Technology Transfer Agreement, or the Non-
Disclosure Agreement, Nissan Chemical may use the above shared technology, on condition of R-Tech’s consent, in relation to R-Tech freely without charge.
However, R-Tech may not unreasonably refuse the said consent.
 
 
Article 10 (Product Liability)
 
If R-Tech or a third party suffer physical or property damage due to the Product, this shall be resolved quickly through mutual close contact between R-Tech
and Nissan Chemical.
 
If, among the physical and property damage related to products manufactured and marketed using the Product, it is believed that the said damage is caused
by this Product, R-Tech and Nissan Chemical shall cooperate with each other immeditately to investigate the cause in order to resolve the claim. If after
analyzing the cause, it becomes clear that the damage has occurred as a result of the Product delivered by Nissan Chemical, Nissan Chemical shall take
responsibility for this. However, if the said damage is a result of following the manufacturing method or manufacturing management method agreed between
R-Tech and Nissan Chemical as stipulated in article 9, this shall be the responsibility of R-Tech.
 
2. If the damage in the previous paragraph occurs due to foreign bodies or impurities admixed into the Product that are unpredictable or unforeseen based on
the quality/standards, this shall be discussed between R-Tech and Nissan Chemical. However, this discussion shall not impact the responsibility described in
the previous paragraph.
 
 
Article 11 (Maintence of Confidentiality)
 
R-Tech and Nissan Chemical shall not disclose or leak confidential information disclosed by the other party and shall handle this information confidentially,
and not use or utilize it for any other objective other than performing this work.
 
R-Tech or Nissan Chemical, upon receiving disclosure of confidential information from the other party, shall record the title or inventory in the case of
written form, or if disclosed verbally, the disclosing party shall submit the content of the said confidential information to the other party within […***…] of
the said disclosure to the other party.
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2. R-Tech and Nissan Chemical shall limit those people connected to and handling the confidential information disclosed by the other party to those
executives or employees reasonably considered necessary for the objective of performing this work, and shall bear responsibility for the non-disclosure by
these people as well. Further, they shall bear the same responsibility in regard to retirees.
 
 
Article 12 (Restrictions on Manufacture and Sales)
 
Nissan Chemical shall not manufacture, supply, or sell this Product, the intermediates for this Product, or RU-0211 to any third party other than R-Tech, for
any purpose whatsoever.
 
 
Article 13 (Force Majeure)
 
If due to a regulation or order from the government, an emergency situation, act of God, strike, other circumstances exceeding the reasonable authority of the
other party, or reasonably unexpected situation (“Force Majeure Circumstance”), it becomes significantly difficult or impossible for the party in question to
perform their duties under the Agreement, the party in question shall not bear any responsibility to the other party for the non-performance of the said duties.
However, the party in question shall promptly submit notice of the occurrence of the Force Majeure Circumstance in writing. If the Force Majeure
circumstance continues for six months or more, it shall be discussed and handled in good faith between R-Tech and Nissan Chemical.
 
 
Article 14 (Term)
 
The valid term of this Agreement shall be from March 22nd 2004 to March 21st 2012.
 
Following this, unless there is a declaration in writing by either of the parties to the other party giving Three months advance notice, the agreement shall be
extended for one year, and thereafter the same. However, when five years have passed since the date of the Agreement, R-Tech shall reserve the right to cancel
the Agreement by providing one-year advance notice.
 
Further, when five years have passed since the date of the Agreement, and economic circumstances unforeseen when entering into this Agreement occur and
persist, and it is reasonably judged based on this that it is significantly dificult to continue this Agreement, Nissan Chemical shall reserve the right to cancel
this Agreement by providing one-year notice to R-Tech. However, Nissan Chemical, in addition to providing necessary cooperation such as introducing new
suppliers for raw materials, shall continue to provide the Product at the price in effect when cancellation is declared until a new supply structure for the
Product is established, and R-Tech shall make every effort to promptly establish the new supply structure for the Product.
 
All agreements and promises, regardless of the means, such as documents, word-of-mouth, or electronic information exchange, made before entering into this
Agreement, excluding the Non-Disclosure Agreement and Manufacturing Technology Transfer Agreement, shall be absorbed within this Agreement, and no
agreement other than this one shall exist.
 
 
Article 15 (Breaches of Agreement etc.)
 
If either R-Tech or Nissan Chemical commit a breach of this Agreement, and despite the said breach being identified by the other party, it is not corrected
within a reasonable period, the other party may cancel the agreement by providing six months’ notice in writing, and the party committing the breach of the
agreement shall be responsible for compensating any damages occurring based on the said breach.
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2. If any of the following apply to R-Tech or Nissan Chemical, the other party may immediately terminate all or part of this Agreement without providing any
notification.
 
① If an order for revocation or cessation of business related to this Product is received from the supervisory authorities.
 
② If an application is made or received for corporate reorganization, corporate rehabilitation, bankruptcy, or special liquidation, or an order halting bank

transactions is received
 
 
Article 16 (Maintenance of Confidentiality after Termination of the Agreement)
 
In accordance with the stipulations of article 14 and article 15, even when this Agreement is terminated, stipulations in the Agreement shall retain their
efficacy after the termination of the Agreement, and the duty of non-disclosure stipulated in article 11 shall survive effectively for […***…] after the
termination of the Agreement.
 
 
Article 17 (Assignment)
 
R-Tech and Nissan Chemical shall not, without the prior written permission of the other party, assign, transfer, or use as security their rights and duties as
determined in this Agreement to a third party.
 
 
Article 18 (Items for Discussion)
 
If circumstances not covered in this Agreement occur or if there are doubts regarding the intepretation of the clauses, R-Tech and Nissan Chemical shall
resolve this in good faith and in a friendly fashion.
 
In witness of its establishment, this Agreement shall be created in duplicate and R-Tech and Nissan Chemical shall each store one copy after signing and
affixing their seal thereto.
 
 
 
May 22nd 2004
 
R-Tech:

 

4-1 Techno Park, Sanda-shi, Hyogo 
R-Tech Ueno, Ltd. 
President: MitsunagaTada

  

 

    [Seal] R-Tech Ueno, Ltd.  [Seal] R-Tech Ueno, Ltd.  

        
Nissan Chemical:

 
3-7-1 Kanda Nishikicho, Chiyoda-Ku, Tokyo
Nissan Chemical Industries, Ltd. 
Executive Director Chemical Business General Manager: Koichiro Yanagida   

 

        

 

  

  

 

    [Seal] Nissan Chemical Industries, Ltd.  [Seal] Nissan Chemical Industries, Ltd.  
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Attachment: Attached document 1
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 Attachment 1
 

 
 
The price determined in Article 4 of the Agreement is as follows:
 
 
 
1. Process validation first lot
 

(manufacturing scale […***…] g, purchase unit […***…] g)
 

[…***…] yen/g
 

 
2. From the process validation second lot onward, the price and unit price shall be calculated according to the following formula based on the […***…]. If

the […***…], this will be discussed separately.
 
 

Price= […***…]
 
Unit price for the said year=[…***…]
 

 
 

If […***…] kg is purchased […***…], the calculation example applying the previous conditions is as follows.
 
[…***…]
 
[…***…]
 
[…***…]
 
[…***…]
 

 
 
However, if process rationalization/efficiency or changes in other transaction conditions etc. occur due to a combination of changes to the manufacturing
conditions, changes to specifications, or manufacturing results, the above formula shall be revised in consideration of the content of the said changes.
 

End
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EXHIBIT 21
 

SUBSIDIARIES OF COMPANY
 

   
   
Subsidiary  State or other jurisdiction of incorporation or organization
Sucampo Pharma Americas, LLC  Delaware
   
Sucampo LLC  Delaware
   
Sucampo AG  Switzerland
   
Sucampo Pharma, LLC  Japan
   
Sucampo Pharma Europe Ltd.  United Kingdom
   
R-Tech Ueno, Ltd.  Japan
   
Sucampo Acquisitions GmbH  Switzerland
 



EXHIBIT 23.1
 
 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
We consent to the incorporation by reference in the following Registration Statements:
 

(1) Registration Statement (Form S-8 No. 333-147420) pertaining to the 2006 Employee Stock Purchase Plan, the 2006 Stock Incentive Plan, as
amended and restated, and the Amended and Restated 2001 Stock Incentive Plan of Sucampo Pharmaceuticals, Inc., and

(2) Registration Statement (Form S-3 No. 333-201566) of Sucampo Pharmaceuticals, Inc.
 

of our reports dated March 9, 2016, with respect to the consolidated financial statements and schedule of Sucampo Pharmaceuticals, Inc. and the effectiveness
of internal control over financial reporting of Sucampo Pharmaceuticals, Inc. included in this Annual Report (Form 10-K) of Sucampo Pharmaceuticals, Inc.
for the year ended December 31, 2015.
 

/s/ Ernst & Young LLP
 
McLean, Virginia
March 9, 2016
 
 
 
 
 
 



EXHIBIT 23.2
 
 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (No. 333-147420) and Form S-3 (333- 201566) of Sucampo
Pharmaceuticals, Inc. of our report dated March 10, 2015, except for the change in the composition of reportable segments discussed in Note 4 to the
consolidated financial statements, as to which the date is May 6, 2015, relating to the financial statements and financial statement schedule, which appears in
this Form 10-K.

 
/s/ PricewaterhouseCoopers LLP
 
Baltimore, Maryland
March 9, 2016
 



EXHIBIT 31.1
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 
I, Peter Greenleaf, certify that:
 
1. I have reviewed this Annual Report on Form 10-K of Sucampo Pharmaceuticals, Inc.;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15(d)-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(F)) for the registrant and have:

 
(a) designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 
(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrants fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect the registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
 

(a) all significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.
 
Date: March 10, 2016 /s/ Peter Greenleaf
 Peter Greenleaf
 Chief Executive Officer
 (Principal Executive Officer)
  
 



EXHIBIT 31.2
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 
I, Andrew P. Smith, certify that:
 
1. I have reviewed this Annual Report on Form 10-K of Sucampo Pharmaceuticals, Inc.;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15(d)-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(F)) for the registrant and have:

 
(a) designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 
(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrants fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect the registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
 

(a) all significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.
 
Date: March 10, 2016 /s/ Andrew P. Smith
 Andrew P. Smith
 (Principal Financial Officer)
  
  
 



EXHIBIT 32.1
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code), the
undersigned officer of Sucampo Pharmaceuticals, Inc. (the “Company”) certifies to the best of his knowledge that:
 

(1) The Annual Report on Form 10-K for the year ended December 31, 2015 of the Company (the “Report”) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

 
Date: March 10, 2016 /s/ PETER GREENLEAF
 Peter Greenleaf
 Chief Executive Officer
 (Principal Executive Officer)

 



EXHIBIT 32.2
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code), the
undersigned officer of Sucampo Pharmaceuticals, Inc. (the “Company”) certifies to the best of his knowledge that:
 

(1) The Annual Report on Form 10-K for the year ended December 31, 2015 of the Company (the “Report”) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

 
Date: March 10, 2016 /s/ Andrew P. Smith
 Andrew P. Smith
 (Principal Financial Officer)
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