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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as

amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange

Act”). We may, in some cases, use terms such as “predicts,” “believes,” “potential,” “proposed,” “continue,” “estimates,”
“anticipates,” “expects,” “plans,” “intends,” “may,” “would,” “could,” “might,” “will,” “should,” “exploring,” “pursuing” or ot
convey uncertainty of future events or outcomes to identify these forward-looking statements.

Forward-looking statements appear in a number of places throughout this report and include statements regarding our
intentions, beliefs, projections, outlook, analyses or current expectations concerning, among other things:

99 ¢

9

the success, timing and cost of our ongoing and anticipated preclinical studies and clinical trials for our current and
potential future product candidates, including statements regarding the timing of initiation and completion of the
studies and trials;
our expectations regarding the clinical effectiveness of our product candidates and results of our clinical trials;
the timing of and our ability to obtain and maintain U.S. Food and Drug Administration (“FDA”) or other regulatory
authority approval of, or other action with respect, to our product candidates;
our expectations related to the use of proceeds from our initial public offering (“IPO”) in October 2013 and the issuance
and sale of the 2014 Convertible Notes (as defined herein) in September 2014;
our estimates regarding anticipated capital requirements and our needs for additional financing;
the commercial launch and potential future sales of our current or any other future product candidates;
our commercialization, marketing and manufacturing capabilities and strategy;
third-party payor reimbursement for our product candidates;
the glaucoma patient market size and the rate and degree of market adoption of our product candidates by eye-care
professionals and patients;
the timing, cost or other aspects of the commercial launch of our product candidates;
our plans to pursue development of our product candidates for additional indications and other therapeutic
opportunities;
the potential advantages of our product candidates;
our plans to explore possible uses of our existing proprietary compounds beyond glaucoma;
our ability to protect our proprietary technology and enforce our intellectual property rights;
our expectations regarding collaborations, licensing, acquisitions and strategic operations, including our
ability to in-license or acquire additional ophthalmic products or product candidates; and
our mission to build a major ophthalmic pharmaceutical company.
By their nature, forward-looking statements involve risks and uncertainties because they relate to events, competitive
dynamics and industry change, and depend on regulatory approvals and economic and other environmental
circumstances that may or may not occur in the future or may occur on longer or shorter timelines than anticipated.
We discuss many of these risks in greater detail under the heading “Risk Factors” in Part I, Item 1A of this report and
elsewhere in this report. You should not rely upon forward-looking statements as predictions of future events.
Although we believe that we have a reasonable basis for each forward-looking statement contained in this report, we
caution you that forward-looking statements are not guarantees of future performance and that our actual results of
operations, financial condition and liquidity, and the development of the industry in which we operate may differ
materially from the forward-looking statements contained in this report. In addition, even if our results of operations,
financial condition and liquidity, and events in the industry in which we operate are consistent with the
forward-looking statements contained in this report, they may not be predictive of results or developments in future
periods.
Any forward-looking statements that we make in this report speak only as of the date of this report. Except as required
by law, we are under no duty to update or revise any of the forward-looking statements, whether as a result of new
information, future events or otherwise, after the date of this report.
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PART1

ITEM 1. BUSINESS

Overview

We are a clinical-stage pharmaceutical company focused on the discovery, development and commercialization of
first-in-class therapies for the treatment of patients with glaucoma and other diseases of the eye. Our strategy is to
advance our product candidates, including triple-action Rhopressa™ and quadruple-action Roclatan™, to regulatory
approval, and commercialize these products ourselves in North American markets and possibly Europe. We plan to
build a commercial team of approximately 100 sales representatives to target approximately 10,000 high prescribing
eye-care professionals throughout North America. For certain key markets outside North America, including Japan,
emerging markets and possibly Europe, we intend to explore partnership opportunities through collaboration and
licensing arrangements. We plan to further maximize our commercial potential by identifying and advancing
additional product candidates, both through our internal discovery efforts and through possible in-licensing or
acquisitions of additional ophthalmic products or product candidates that would complement our current product
portfolio. We completed our IPO in October 2013 and raised net proceeds of approximately $68.3 million. In
September 2014, we raised additional net proceeds of approximately $124.1 million through the sale and issuance of
privately placed senior secured convertible notes.

Our senior leadership team has extensive experience in the ophthalmology market and has overseen the development
and commercialization at major pharmaceutical companies of several successful ophthalmic products. If our products
are approved and we are commercially successful, we believe Aerie could become a market-leading ophthalmic
pharmaceutical company.

Our lead product candidate, once-daily, triple-action Rhopressa™, successfully completed a Phase 2b clinical trial in
patients with open-angle glaucoma and ocular hypertension in May 2013. Phase 3 registration trials commenced in
July 2014. Our Phase 3 registration trial (“Rocket 1”’) and a second Phase 3 registration trial (“Rocket 2”’) will measure
efficacy over three months. The primary efficacy endpoint of the trials is to demonstrate non-inferiority of
Rhopressa™ compared to timolol for the lowering of IOP. Timolol is the most widely used comparator in registration
trials for lowering of intraocular pressure, or IOP. Rocket 2 is also designed to assess safety over 12 months. In
addition, we are conducting a one year, safety-only study in Canada, named “Rocket 3.” Pending successful
advancement of the Phase 3 registration trials, three-month efficacy results are expected in the middle of the second
quarter 2015 for Rocket 1 and in mid-2015 for Rocket 2.

We are developing Rhopressa™ as the first of a new class of compounds that is designed to lower IOP in patients
through novel mechanisms of action, or MOAs. We believe that, if approved, Rhopressa™ will represent the first new
MOA s for lowering IOP in patients with glaucoma in over 20 years. Based on clinical data to date, we expect
Rhopressa™ to compete within the prostaglandin analogue, or PGA, market segment due to its equivalent or potentially
better efficacy for patients with IOP of 26 millimeters of mercury, or mmHg, or below at the time of diagnosis, which
we refer to as “low to moderately elevated” IOP, while also targeting the diseased tissue responsible for elevated IOP.
Approximately 80% of glaucoma patients have low to moderately elevated IOP at the time of diagnosis. Furthermore,
if approved, we expect Rhopressa™ to compete against non-PGA products as a preferred add-on therapy to PGAs, due
to its strong and consistent IOP-lowering effect with once-daily dosing relative to currently marketed non-PGA
products. In addition, we expect Rhopressa™ to become a preferred therapy where PGAs are contraindicated, for
patients who do not respond to PGAs, for patients who have IOPs below 21 mmHg but nevertheless present with
glaucomatous damage to the optic nerve, which is commonly referred to as “low-tension” glaucoma, as well as for
patients who choose to avoid the cosmetic issues associated with PGAs.

Our second product candidate, once-daily, quadruple-action Roclatan™, is a single drop fixed-dose combination of
Rhopressa™ and latanoprost, the most commonly prescribed drug for the treatment of patients with glaucoma. Roclatan™
successfully completed a Phase 2b clinical trial in patients with open-angle glaucoma and ocular hypertension in June
2014 and achieved its primary efficacy endpoint on day 29 and statistical superiority over individual components at all
timepoints. We believe Roclatan™ has the potential to provide a greater IOP-lowering effect than any currently
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approved glaucoma product. Therefore, we believe Roclatan™ could compete with both PGA and non-PGA therapies
and become the product of choice for patients requiring maximal IOP lowering. We expect Phase 3 registration trials
to commence in mid-2015. Preparatory steps for such trials are well underway.

Our mission is to build a major ophthalmic pharmaceutical company. In addition to our primary product candidates,
Rhopressa™ and Roclatan™, we are also exploring the longer-term impact of Rhopressa™ and Roclatan™ on the
diseased trabecular meshwork, as well as potential neuroprotective benefits, and evaluating possible uses of our
existing proprietary portfolio of Rho Kinase inhibitors beyond glaucoma. We recently issued a research update on
preclinical results demonstrating the potential for Rhopressa™ to have disease-modifying activity in glaucoma by
stopping fibrosis in the trabecular meshwork,
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and also increasing perfusion in the trabecular outflow pathway thus increasing the delivery of nutrients to the
diseased tissue. Additionally, an early-stage molecule, AR-13154, has shown the preclinical potential to decrease
lesions in wet age-related macular degeneration at numerically higher levels than current market leading products. Our
strategy includes developing our business outside of North America, including potentially obtaining clinical approval
on our own for our lead compounds in Europe and possibly Japan. Regarding commercialization strategy, if our
products are successful, we may potentially commercialize ourselves or with a partner in Europe, and potentially with
a partner in Japan. As we prepare for foreign-based activities, we are evaluating optimized supply chain configurations
and domicile alternatives for our non-U.S. intellectual property.

We may license, acquire or develop additional product candidates to broaden our presence in ophthalmology. We are
continuing to explore collaboration opportunities for new ophthalmic products, delivery alternatives and new
therapeutic areas, including gene therapy. However, we have no present plans, agreements or commitments with
respect to any potential acquisition, investment or license related to any such additional product candidates.

Glaucoma is one of the largest segments in the global ophthalmic market. In 2013, branded and generic glaucoma
product sales exceeded $4.5 billion in the United States, Europe and Japan in aggregate, according to IMS.
Prescription volume for glaucoma products in the United States alone exceeded 31 million in 2013 and is expected to
grow, driven in large part by the aging population. The PGA and non-PGA market segments each represent
approximately half of the prescription volume in the glaucoma market, as shown in the following pie chart, which is
based on IMS data.

According to the National Eye Institute, it is estimated that over 2.7 million people in the United States suffer from
glaucoma, a number that is expected to reach 4.3 million by 2030. Furthermore, The Eye Diseases Prevalence
Research Group has estimated that only half of the nation’s glaucoma sufferers know that they have the disease.
Glaucoma is a progressive and highly individualized disease, in which elevated levels of IOP are associated with
damage to the optic nerve, resulting in irreversible vision loss and potentially blindness. Patients may suffer the
adverse effects of glaucoma across a wide range of IOP levels, including within the “normotensive” range of 10 to 21
millimeters of mercury, or mmHg, which is generally accepted as the level of IOP in healthy individuals. There are
multiple factors that can contribute to an individual getting glaucoma, including age, family history and ethnicity. For
example, there generally is a higher incidence and severity of the disease in African-American and Hispanic
populations. Based on data from the Baltimore Eye Survey, approximately 80% of glaucoma patients have low to
moderately elevated IOP at the time of diagnosis and approximately 60% of glaucoma patients have IOP of 21 mmHg
or below at the time of diagnosis. Additionally, in Japan, the Tajimi Study found that approximately 90% of glaucoma
patients had IOP of 21 mmHg or below at the time of diagnosis. In clinical trials to date, Rhopressa™ has demonstrated
the ability to provide consistent IOP lowering across all tested baseline IOP levels, which we believe differentiates it
from currently marketed drugs that have shown reduced efficacy at lower baseline IOPs.

Glaucoma is treated by the reduction of IOP, which has been shown to slow the progression of vision loss. In a
healthy eye, fluid is continuously produced and drained in order to maintain pressure equilibrium and provide
nutrients to the eye tissue. The FDA recognizes sustained lowering of IOP as the primary clinical endpoint for the
approval of drugs to treat patients with
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glaucoma and ocular hypertension. The primary drainage mechanism of the eye is the trabecular meshwork, or TM,
which accounts for approximately 80% of fluid drainage, while the secondary drainage mechanism, the uveoscleral
pathway, is responsible for the remaining drainage. In glaucoma patients, damage to the TM results in insufficient
drainage of fluid from the eye, which causes increased IOP and damage to the optic nerve. In addition to eye fluid
production and drainage through the TM and uveoscleral pathway, episcleral venous pressure, or EVP, makes a
significant contribution to IOP. EVP represents the pressure of the blood in the episcleral veins of the eye where the
eye fluid drains into the bloodstream. Historical studies have shown that EVP accounts for approximately half of IOP
in normotensive subjects and approximately one-third of IOP in patients with pressures of 24 to 30 mmHg. When
EVP is lowered, fluid is able to flow more freely from the eye. Drugs that lower IOP without lowering EVP are most
effective at high IOPs, where EVP is believed to contribute less to IOP, and are less effective at lower IOPs, where
EVP is seen to account for a larger portion of I0P.

Once glaucoma develops, it is a chronic condition that requires life-long treatment. The initial treatment for glaucoma
patients is typically the use of prescription eye drops. PGAs have become the most widely prescribed glaucoma drug
class. The most frequently prescribed PGA is once-daily latanoprost. The most commonly prescribed non-PGA drugs
belong to the beta blocker class. The most frequently prescribed beta blocker is twice-daily timolol. Other non-PGA
drug classes include the alpha agonists and carbonic anhydrase inhibitors. When PGA monotherapy is insufficient to
control IOP or contraindicated due to concerns about side effects, non-PGA products are used either as add-on therapy
to the PGA or as an alternative monotherapy. It is estimated that up to 50% of glaucoma patients receiving PGA
monotherapy require add-on therapy within two years of initial prescription of the drug, in order to maintain adequate
control of IOP.

Our product candidates represent a new class of drugs utilizing novel MOAs that are applied topically as once-daily
eye drops. Currently approved drugs mainly reduce IOP by increasing fluid outflow through the eye’s secondary drain
with once-daily dosing or reducing fluid inflow by decreasing fluid production with multiple doses per day. Rhopressa™
lowers IOP through a triple MOA that (i) relaxes the contracted tissue of the TM to improve fluid outflow through the
eye’s primary drain, (ii) decreases fluid production in the eye and (iii) lowers EVP, an MOA that we believe further
differentiates Rhopressa™ from currently marketed glaucoma products. Roclatan™, our quadruple-action
fixed-combination product candidate, combines the triple MOA of Rhopressa™ with latanoprost, a PGA that increases
fluid drainage through the uveoscleral pathway.

We believe there are significant unmet needs in the glaucoma market and that eye-care professionals are eager for new
therapy choices. None of the commonly prescribed PGAs or non-PGAs target the TM, the diseased tissue responsible
for elevated IOP in glaucoma and the eye’s primary drain. Moreover, PGAs have side effects, contraindications and
reduced efficacy in patients with low to moderately elevated IOPs relative to patients with higher IOPs. Non-PGAs
are less efficacious than PGAs, have more serious and a greater number of side effects and contraindications, and
require multiple daily dosings. As a result, we believe there is a significant unmet need in both the PGA and non-PGA
market segments, each of which represents approximately half of the U.S. and European glaucoma market based on
prescription volumes. Despite the limitations of existing glaucoma drugs, Xalatan (latanoprost), the best-selling PGA,
together with Xalacom, its fixed-combination with a beta blocker, which is not available in the United States,
generated peak annual global revenues of approximately $1.7 billion prior to the introduction of its generic
equivalents, and the most commonly prescribed non-PGA drugs each generated peak annual global revenues of over
$400 million prior to the introduction of their generic equivalents.

We believe Rhopressa™ may be prescribed by eye-care professionals as an initial therapy for patients with low to
moderately elevated baseline IOPs of 26 mmHg or below at the time of diagnosis, representing approximately 80% of
glaucoma patients. At these IOP levels, we believe the amount of IOP reduction achieved by Rhopressa™ would be
equal to or exceed that of all currently marketed PGA and non-PGA products.

In addition to the expected primary use of Rhopressa™ as an initial therapy for patients with low to moderately elevated
baseline IOPs described above, we also believe Rhopressa™ may be prescribed by eye-care professionals in the
following circumstances:
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As an add-on drug of choice for patients taking PGAs, due to the MOAs of Rhopressa™ being complementary to the
MOA of PGAs, and due to the strong efficacy, more convenient dosing and better tolerability profile of Rhopressa™
compared to currently marketed non-PGA add-on products. It is estimated that up to 50% of glaucoma patients
receiving PGA monotherapy require add-on therapy within two years of initial prescription of the PGA in order to
maintain control of IOP.

As a preferred alternative therapy for patients who do not respond to PGAs.

As a preferred initial therapy for patients with low-tension glaucoma.
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As a preferred initial therapy where PGAs are contraindicated and for patients who choose to avoid the cosmetic
tssues associated with PGAs, including iris color change in light-eyed patients, discoloration of tissue surrounding the
eyes and eyelid droopiness and sunken eyes caused by loss of orbital fat.

In addition, based on our preclinical data to date, we believe that quadruple-action Roclatan™ would be the only
glaucoma product that covers the full spectrum of currently known IOP-lowering MOAs, giving it the potential to
provide a greater IOP-lowering effect than any currently approved glaucoma product. Therefore, we believe Roclatan™
could compete with both PGA and non-PGA therapies for patients requiring maximal IOP lowering, including those
with IOPs above 26 mmHg and those who present with significant disease progression despite currently available
therapies.

We own the worldwide rights to all indications for our current product candidates. We currently plan to
commercialize our products ourselves in North America and possibly Europe and explore partnership opportunities
through collaboration and licensing arrangements in certain key markets outside of North America, including Japan,
emerging markets and possibly Europe. In Japan specifically, the Tajimi study found that 90% of glaucoma patients
had IOP of 21 mmHg or below at the time of diagnosis. We believe this creates a significant market opportunity in
Japan for Rhopressa™ due to its ability to reduce IOP at consistent levels across all tested baseline IOPs, as
demonstrated in our Phase 2b clinical trial, which we believe differentiates it from currently marketed drugs that have
shown reduced efficacy at lower baseline IOPs.

Our intellectual property portfolio contains patents and pending patent applications related to composition of matter,
pharmaceutical compositions and methods of use for our product candidates. We have patent protection for our
primary product candidates, Rhopressa™ and Roclatan™, in the United States through at least 2030.

Our Product Pipeline

Our primary product candidates, triple-action Rhopressa™ and quadruple-action Roclatan™, are once-daily eye drops.
Rhopressa™ inhibits Rho Kinase, or ROCK, and the norepinephrine transporter, or NET, which are both novel
biochemical targets for lowering IOP. By inhibiting these targets, we believe Rhopressa™ reduces IOP via three
separate MOAs: (i) through ROCK inhibition, it increases fluid outflow through the TM, which accounts for
approximately 80% of fluid drainage from the eye; (ii) also through ROCK inhibition, as demonstrated in a preclinical
study, it reduces EVP, which represents the pressure of the blood in the episcleral veins of the eye where eye fluid
drains into the bloodstream; and (iii) through NET inhibition, it reduces the production of eye fluid. Roclatan™, a
single-drop fixed-dose combination of Rhopressa™ and latanoprost, lowers IOP through the same three MOAs as
Rhopressa™ and, as a fourth MOA, through the ability of latanoprost to increase fluid outflow through the uveoscleral
pathway, the eye’s secondary drain.

We discovered and developed our product candidates internally through a rational drug design approach that coupled
medicinal chemistry with high content screening of compounds in proprietary cell-based assays. We selected and
formulated our product candidates for preclinical in vivo testing following a detailed characterization of over 1,500
synthesized ROCK-selective and ROCK/NET inhibitors. We continue to seek to discover and develop new
compounds in our research laboratories and employ a scientific staff with expertise in medicinal chemistry, analytical
chemistry, biochemistry, cell biology, pharmacology and pharmaceutical science.

The following table summarizes each of our existing product candidates, their MOAs and their development status, as
well as our intellectual property rights for these product candidates.

Intellectual
Product Candidate and Mechanism Phase of Development Property

Rights
Rhopressa™ Triple-action—ROCK/NET inhibitor ~ Phase 3 Wholly-Owned
Roclatan™ Quadruple-action—ROCK/NET Phase 3 Wholly-Owned

inhibitor and latanoprost, a PGA
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inhibitor Preclinical Wholly-Owned
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Triple-Action Rhopressa™

Rhopressa™ is the first of a new class of glaucoma drug products that was discovered by our scientists. It is a once-daily
eye drop designed to reduce IOP in patients with glaucoma or ocular hypertension. It increases fluid outflow through
the primary drain of the eye while also reducing eye fluid production. In addition, a preclinical study demonstrated
reduction of EVP as an additional MOA of Rhopressa™, as further described below. The active ingredient in Rhopressa™,
AR-13324, acts through the inhibition of both ROCK and NET.

ROCK is a protein kinase, which is an enzyme that modifies other proteins by chemically adding phosphate groups to
them. Specifically, ROCK regulates actin and myosin, which are proteins that are responsible for cellular contraction.
ROCK activity also promotes the production of extracellular matrix proteins. ROCK inhibitors block TM cell
contraction and reduce the production of extracellular matrix, thereby improving fluid outflow and consequently
decreasing IOP. In addition, we believe ROCK inhibition may also be responsible for reduction of EVP. EVP
represents the pressure of the blood in the episcleral veins of the eye, where eye fluid drains into the bloodstream.
When EVP is lowered, the fluid is able to flow more freely from the eye.

NET is a protein that transports norepinephrine across neuronal cell membranes. Norepinephrine is a chemical

released by neurons to communicate with targeted cells. NET returns excess norepinephrine back into the neuron,
which helps end the signaling between the neuron and the neuron’s target cells. We believe the inhibition of NET
prolongs the activation of target cells in the ciliary body of the eye, which reduces the production of eye fluid and
thereby lowers I0P.

In addition to its triple MOA, Rhopressa™ has a number of characteristics that distinguish it from our previously
developed product candidates, including ROCK-selective drug AR-12286 and its fixed-dose combination product
PG286, and other clinical-stage ROCK inhibitors, which together we refer to as “‘comparator ROCK inhibitors.” The
active ingredient in Rhopressa™, AR-13324, has a unique chemical composition that was specifically designed to allow
maximal efficacy of the drug in the eye. Enzymatic conversion of AR-13324 produces two separate molecules, one of
which is approximately ten to 160 times more potent at inhibiting ROCK than comparator ROCK inhibitors. This
contributes to greater efficacy and longer duration of effect of AR-13324 relative to comparator ROCK inhibitors that
we observed in preclinical models. In addition, AR-13324 has inhibitory activity against a secondary kinase target,
Protein Kinase C, or PKC, which is known to act in parallel with ROCK to promote cell contraction. Compounds that
inhibit ROCK without inhibiting PKC may allow PKC activity to increase in TM cells over time, resulting in a loss of
IOP-lowering efficacy. We believe the ability of AR-13324 to inhibit both the primary, ROCK, and secondary, PKC,
signaling pathways that lead to TM cell contraction contributes to the ability of Rhopressa™ to maintain its efficacy
over time.

Rhopressa™ is expected to compete against all products in the glaucoma market, the significant majority of which have
been in the market for over 20 years. The PGA and non-PGA market segments each represent approximately half of
the U.S. and European glaucoma market based on prescription volumes. Despite the limitations of existing glaucoma
drugs, Xalatan (latanoprost), the best-selling PGA, together with Xalacom, its fixed-combination with a beta blocker,
which is not available in the United States, generated peak annual global revenues of approximately $1.7 billion prior
to the introduction of its generic equivalents, and the most commonly prescribed non-PGA drugs each generated peak
annual global revenues of over $400 million prior to the introduction of their generic equivalents. We believe there is

a significant unmet need across the glaucoma market due to many drugs requiring multiple daily dosings, side effects
and contraindications of other products, and the fact that none of the commonly prescribed drugs target the diseased
TM tissue.

We believe that triple-action Rhopressa™ has several significant differentiating characteristics that would make it a
strong competitor in both the PGA and non-PGA market segments, if approved, including:

Strong IOP-Lowering Effect-In our Phase 2b clinical trial, once-daily Rhopressa™ demonstrated mean IOP reductions
of 5.7 and 6.2 mmHg on days 28 and 14, respectively. Studies have shown that a sustained 5 mmHg reduction in IOP
reduces risk of disease progression by approximately 50%. In the Roclatan™ Phase 2b trial completed in June 2014,
Rhopressa™ performed with similar results as it had in its Phase 2b trial completed in June 2013. Therefore, we believe

13
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the level of IOP reduction achieved by Rhopressa™ would be equal to or exceed that of all currently marketed non-PGA
products and, in addition, for patients with low to moderately elevated IOPs at the time of diagnosis, representing
approximately 80% of glaucoma patients, would be equal to or potentially exceed that of all currently marketed PGA
products.
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Consistent IOP-Lowering Effect Across Various Baseline IOPs-Published studies have indicated that currently
marketed PGA and non-PGA products do not lower IOP as effectively in patients with low to moderately elevated
baseline IOPs relative to patients with higher baseline IOPs. In our Phase 2b clinical trial, Rhopressa™ demonstrated a
differentiated ability to reduce IOP at consistent levels across all baseline IOPs tested in the trial. The results of a
preclinical in vivo study sponsored by Aerie and reported in February 2014 suggest that this differentiated effect may
be attributable to the ability of Rhopressa™ to lower EVP.

Novel Triple-Action MOA-We believe Rhopressa™ works through three MOAs: increasing outflow through the TM,
decreasing fluid production in the eye and reducing EVP. If approved, we believe Rhopressa™ would be the only
once-daily drug available that works through these three MOAs. In addition, we believe the three MOAs of Rhopressa™
are highly complementary to the MOA of market-leading PGAs, which increase fluid outflow through the uveoscleral
pathway.

Once-Daily Dosing Advantage-The most commonly prescribed non-PGA drugs are dosed two to three times daily,
which places a considerable daily burden on patients, who are generally required to use these drugs for the remainder
of their lives. Rhopressa™ is being developed as a once-daily dosed glaucoma therapy. This more convenient dosing
regimen is expected to result in higher patient compliance, which may lead to improved outcomes.

Favorable Tolerability Profile-Currently marketed glaucoma drugs have several tolerability issues indicated on their
product labels, including ocular allergic reaction, itching of the eye, iris color change, orbital tissue discoloration,

unusual taste and hyperemia. In our Phase 2a and Phase 2b clinical trials for Rhopressa™, a total of 209 patients were
exposed to Rhopressa™. The main tolerability finding for Rhopressa™ was transient, or temporary, hyperemia, which is a
cosmetic asymptomatic redness of the eye. Most of the hyperemia was scored as “mild” as evaluated by the eye-care
professionals in the morning following instillation of the drop the previous night. Hyperemia is a common tolerability
finding also associated with PGAs. In the Roclatan™ Phase 2b trial completed in June 2014, Rhopressa™ tolerability
findings were similar to those of the Phase 2b trial completed in June 2013.

Lack of Systemic Side Effects-Rhopressa™ has demonstrated a lack of systemic side effects in clinical trials to date,
including our Phase 1 pharmacokinetic, or PK, study, the results of which were reported in January 2014. Currently
marketed non-PGA drugs have systemic side effect issues indicated on their product labels, including among others,
lethargy, reduced heart rate, Stevens Johnson syndrome and blood dyscrasias. Furthermore, the most widely

prescribed non-PGA drug, timolol, has contraindications that include bronchospasm, arrhythmia and heart failure.

In addition, Rhopressa™ targets the TM, the diseased tissue responsible for elevated IOP in glaucoma and the eye’s
primary drain, whereas commonly prescribed PGAs and non-PGAs target the secondary drain and the fluid production
in the eye, respectively.

Based on the Rhopressa™ Phase 2b clinical trial results, performance of Rhopressa™ in the Roclatan™ Phase 2b
clinical trial and the several positive differentiating attributes of Rhopressa™, we believe Rhopressa™ has the potential to
be a strong competitor across the glaucoma market. Our Phase 3 registration trials commenced in July 2014 and are
designed to use timolol as the comparator, as timolol represents the most widely used comparator in registration trials

in glaucoma, and is also the most widely prescribed non-PGA drug.

Rhopressa™ Phase 2b Efficacy Results

In May 2013, we completed a 28-day Rhopressa™ Phase 2b clinical trial. This trial included 221 patients who were
treated once daily with Rhopressa™ 0.01%, Rhopressa™ (0.02% or latanoprost. Latanoprost was used as the comparator
because it is the most widely prescribed drug of all currently marketed glaucoma products. The primary efficacy
endpoint for this Phase 2b clinical trial was mean diurnal IOP across subjects within each treatment group on day 28.
We observed statistically significant decreases in mean diurnal IOP in all treatment groups on day 28 as compared to
unmedicated baseline.
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Baseline IOP was measured prior to treatment. Following treatment, IOP was measured on day seven at 8 a.m. and on
days 14 and 28 at 8 a.m., 10 a.m. and 4 p.m. On day 14, mean diurnal IOP (which refers to the average of mean IOPs

measured at 8 a.m., 10 a.m. and 4 p.m.) decreased to 19.5 and 18.4 mmHg in the Rhopressa™ (0.02% and latanoprost

groups, respectively,

6
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representing a decrease from unmedicated baseline of 6.2 and 7.1 mmHg. On day 28, mean diurnal IOP was 20.0 and
18.7 mmHg, respectively, representing a decrease from unmedicated baseline of 5.7 and 6.8 mmHg. These decreases
from unmedicated baseline were statistically significant with p-values < 0.001. P-value, or probability value, is a
statistical measure that helps scientists determine if their hypotheses are correct. It is directly related to the statistical
significance level of the results, which is an important component in determining whether the data obtained from
scientific research support the hypothesis being tested.

The statistical significance level is determined by the researcher and is customarily set at 0.05, or 5%. Essentially, this
means that 5% of the time, the results in the study would be derived by complete chance, but 95% of the time, the
variable in the study would be directly related to the results of the study. Efficacy from the Phase 2b clinical trial are
described further below.

Efficacy Results of the 28-day Phase 2b Clinical Trial Comparing Rhopressa™ (0.02% to Latanoprost

Showing Mean Diurnal IOP for Days 14 and 28 Compared to Baseline

Rhopressa™ maintained consistent efficacy from day seven to day 28. For Rhopressa™ 0.02%, the concentration being
used in our Phase 3 trials, at the 8 a.m. time point, the time of highest baseline IOP, the IOP reductions achieved on

day seven and day 28 were 6.0 and 5.9 mmHg, respectively. The level of IOP reduction achieved by Rhopressa™ 0.02%
in our Phase 2b study was clinically significant, since previously published long-term studies have demonstrated that a
sustained 5 mmHg reduction in IOP reduces the risk of disease progression by approximately 50%.

“Clinical significance” means that the effect is large enough to be important to patients and physicians. An effect that is
statistically significant may or may not also be clinically significant. In glaucoma, the Early Manifest Glaucoma Trial,
a large long-term study evaluating the effect of IOP lowering in patients with glaucoma, concluded that each 1 mmHg
reduction in IOP lowered the risk of progression of optic nerve damage by 10%, indicating that each 1 mmHg
reduction in IOP provides a meaningful level of protection to the patient.

IOP-Lowering Effect of Rhopressa™ 0.02% at 8 a.m. on Days 7, 14 and 28
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In the full Phase 2b trial population, which consisted of patients with unmedicated baseline IOPs ranging from 22 to
36 mmHg, the IOP-lowering effect of our once-daily Rhopressa™ 0.02% was 1.2 mmHg less than that of latanoprost
on day 28 and did not show non-inferiority. However, Rhopressa™ 0.02% efficacy relative to latanoprost was in line
with published historical data for twice-daily timolol relative to latanoprost. Timolol is the most commonly prescribed
non-PGA drug and the comparator for our Phase 3 non-inferiority registration trials.

A study by Hedman and Alm, which reports on the pooled data from three registration trials of latanoprost versus
timolol, showed the IOP-lowering effect of timolol to be 1.2 mmHg less than that of latanoprost, as reflected in the
graph on the following page under the heading “Comparison of Latanoprost and Timolol from Pooled Data of Three
Registration Trials.” Our RhopressdM Phase 2b clinical trials similarly showed Rhopressa to have an IOP-lowering
effect of 1.2 mmHg less than that of latanoprost.

An additional protocol-specified analysis that compared the results for the patients who entered the trial with
moderately elevated baseline IOPs (22 to 26 mmHg) to patients with highly elevated baseline IOPs (greater than 26
mmHg) revealed a differentiated efficacy profile of Rhopressa™ compared to latanoprost. Consistent with previous
scientific literature, latanoprost produced smaller IOP reductions in patients with moderately elevated IOPs than in
patients with highly elevated IOPs. In contrast, Rhopressa™ maintained essentially the same IOP-lowering effect in
patients with moderately elevated IOPs as in patients with highly elevated IOPs (p>0.30). As a result, the
IOP-lowering effect of Rhopressa™ was equivalent to latanoprost in patients with moderately elevated baseline IOPs
and Rhopressa™ thereby demonstrated statistical non-inferiority to latanoprost in this sub-group. A non-inferiority
trial is a type of clinical trial performed to see if a new drug or treatment is “not inferior” to a current active treatment or
to determine if a new treatment is “at least as good as,” or “not unacceptably worse than,” the active comparator treatment.
A non-inferiority trial aims at demonstrating that the test product is not worse than the comparator by more than a
small pre-specified amount. This amount is known as the non-inferiority margin, which for the Rhopressa™ Phase 2b
trial was 1.5 mmHg.

IOP-Lowering Effect of Rhopressa™ (0.02% and Latanoprost in the Full Patient Population

Compared to the Subgroup with Moderately Elevated IOP*

* Based on diurnal measurements.

A study published in 2000, which pooled data from three latanoprost registration trials, demonstrated that both
latanoprost and timolol lose approximately 0.5 mmHg i