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Court File No. 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

-------

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT 
OF ARALEZ PHARMACEUTICALS INC. AND ARALEZ PHARMACEUTICALS 

CANADA INC. 
Applicants 

NOTICE OF APPLICATION 

' 
TO THE RESPONDENTS: 

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicants. The 
claim made by the Applicants appears on the following page. 

THIS APPLICATION will come on for a hearing on August 10, 2018, at 
8:30am, at 330 University Avenue, Toronto, Ontario. 

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step 
in the application or to be served with any documents in the application, you or an 
Ontario lawyer acting for you must forthwith prepare a notice of appearance in Form 
38A prescribed by the Rules of Civil Procedure, serve it on the applicants' lawyer or, 
where the applicants do not have a lawyer, serve it on the applicants, and file it, with 
proof of service, in this court office, and you or your lawyer must appear at the 
hearing. 

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY 
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES 
ON THE APPLICATION, you or your lawyer must, in addition to serving your 
notice of appearance, serve a copy of the evidence on the applicants' lawyer or, 
where the applicants do not have a lawyer, serve it on the applicants, and file it, with 
proof of service, in the court office where the application is to be heard as soon as 
possible, but at least four days before the hearing. 

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN 
IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH 
TO OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, 
LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL 
AID OFFICE. 
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Date August I 2018 

TO: SERVICE LIST 
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Issued by 
~~~~~~~~~~~~ 

Local registrar 

Address of 330 University A venue, 
court office Toronto, Ontario MSG 1R7 
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APPLICATION 

1. Aralez Pharmaceuticals Inc. (" API") and Aralez Pharmaceuticals Canada Inc. 

(" Aralez Canada") (collectively, the "CCAA Entities") make this application for an 

Initial Order substantially in the form attached at Tab 3 of the Application Record, 

among other things: 

6924026 v3 

(a) abridging the time for service of this Notice of Application and 

dispensing with service on any person other than those served; 

(b) declaring that the CCAA Entities are parties to which the Companies' 

Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the 

"CCAA") applies; 

(c) appointing Richter Advisory Group Inc. as an officer of this Court to 

monitor the assets, businesses and affairs of the CCAA Entities (in such 

capacity, the "Monitor"); 

(d) staying all proceedings taken or that might be taken in respect of the 

CCAA Entities, their directors and officers, and the Monitor; 

(e) authorizing the CCAA Entities to file with this Court a plan of 

compromise or arrangement; 

(f) authorizing and empowering the CCAA Entities to obtain and borrow 

under a debtor-in-possession loan facility (the "DIP Facility") as set out 

in the term sheet (the "DIP Agreement") among the CCAA Entities and 

an affiliate of their pre-filing secured lender in a principal amount not 

exceeding $10 million unless permitted by further Court Order; 

(g) approving the engagement of Alvarez & Marsal Canada Inc. and 

Alvarez & Marsal Healthcare Industry Group, LLC to act as the 

financial advisor (in such capacity, the "Financial Advisor") to the 
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Applicants pursuant to an agreement dated as of July 9, 2018 (the 

"A&M Engagement Letter"); 

(h) approving the engagement of Moelis & Company LLC pursuant to an 

agreement dated as of July 18, 2018 (the "Moelis Engagement Letter") 

to act as the investment banker (in such capacity, the "Investment 

Banker") to the Applicants; 

(i) providing that the Applicants shall be entitled but not required to pay 

reasonable expenses incurred prior to the date of the Initial Order, if 

determined by the Applicants, in consultation with the Monitor and the 

DIP Lender, to be necessary to the continued operation of the business 

and such payments are approved in advance by the Monitor or by 

further Order of the Court; 

(j) granting the following priority charges over the property of the CCAA 

Entities: 

i. an Administration Charge (as that term is defined in the Initial 

Order); 

ii. a DIP Lenders Charge; 

iii. a Directors' Charge; and 

iv. a Transactional Fee Charge. 

(k) granting such further and other relief as this Court may deem just. 

2. The grounds for the application are as set out in the affidavit of Andrew I. 

Koven sworn August 9, 2018 which is attached to Tab 2 of the application record of 

the CCAA Entities. 

6924026 v3 
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3. The following documentary evidence will be used at the hearing of the 

application: 
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(a) the Affidavit of Andrew Koven sworn August 9, 2018, and the exhibits 

attached thereto; 

(b) the pre-filling report provided by the Monitor; and 

(c) such further and other evidence as counsel may advise and this Court 

may permit. 

August 10, 2018 
STIKEMAN ELLIOTT LLP 
Barristers & Solicitors 
5300 Commerce Court West 
199 Bay Street 
Toronto, Canada M5L 1 B9 

Ashley John Taylor LSUC#: 39932E 
Tel: (416) 869-5236 
email: ataylor@stikeman.com 
Kathryn Esaw LSUC#: 58264F 
Tel: (416) 869-6820 
email: kesaw@stikeman.com 
Fax: (416) 947-0866 

Lawyers for the Applicants 



IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF ARALEZ PHARMACEUTICALS INC. 
AND ARALEZ PHARMACEUTICALS CANADA INC. 

APPLICANTS 
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Court File No. ______ _ 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT 
OF ARALEZ PHARMACEUTICALS INC. AND ARALEZ PHARMACEUTICALS 

CANADA INC. 

AFFIDAVIT OF ANDREW I. KOVEN 
(Sworn August 9, 2018) 

(Applicants) 

I, Andrew L Koven, of the City of New York, in the State of New York, MAKE 

OATH AND SAY: 

1. I am the President and Chief Business Officer of the applicant, Aralez 

Pharmaceuticals Inc. (" API") and a director and the President of the applicant, Aralez 

Pharmaceuticals Canada Inc. (" Aralez Canada" and, together with API, the "CCAA 

Entities" or the 11 Applicants"). As a result of my roles with the Applicants, I have certain 

knowledge of the matters to which I hereinafter depose. I have also reviewed certain books 

and records of the Applicants and have spoken with certain of the directors, officers, 

employees and/ or advisors of the Applicants, as necessary and applicable. Where I have 

relied upon such information, I believe such information to be true. 

2. All references to currency in this affidavit are references to United States dollars, 

unless otherwise indicated. 

I. INTRODUCTION 

3. This affidavit is sworn in support of an application by the CCAA Entities for an 

order (the "Initial Order") pursuant to the Companies' Creditors Arrangement Act, R.S.C. 1985, 

c. C-36, as amended (the "CCAA" and such proceedings, the "CCAA Proceedings"). 
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4. Concurrently with this Application, Aralez Pharmaceuticals Management Inc. 

(" Aralez Management"), Aralez Pharmaceuticals R&D Inc. (" Aralez R&D"), Aralez 

Pharmaceuticals U.S. Inc. ("Aralez U.S."), POZEN Inc. ("Pozen"), Halton Laboratories LLC 

("Halton"), Aralez Pharmaceuticals Holdings Limited (1' APHL"), Aralez Pharmaceuticals 

Trading DAC ("Aralez DAC" and collectively, the "Chapter 11 Entities" and, with the 

CCAA Entities, the "Aralez Entities") will file for bankruptcy protection in the United 

States Bankruptcy Court for the Southern District of New York (the "U.S. Court") under 

chapter 11 of title 11 of the United States Bankruptcy Code (the "Chapter 11 Proceedings" 

and together with the CCAA Proceedings, the "Restructuring Proceedings"). I understand 

that the first hearing in respect of the Chapter 11 Proceedings is likely to occur on August 

13, 2018. Two subsidiaries within the Aralez group of companies are not subject to the 

Restructuring Proceedings, being Aralez Luxembourg Finance ("Luxco") and Tribute 

Pharmaceuticals International Inc. ("Tribute Barbados"). 

5. The Aralez Entities are in the business of acquiring, developing, marketing and 

selling speciality pharmaceutical products. The current corporate structure of the Aralez 

Entities is the result of a business combination between Pozen and what is now Aralez 

Canada.1 In connection with that transaction, certain product acquisitions and the 

anticipated launch or relaunch of drug products, the Aralez Entities took on significantly 

increased operational costs and debt. The launches were not able to generate sufficient cash 

flow to cover these costs and service the interest payments. Concurrently, the Aralez 

Entities have recently experienced increased generic competition with respect to a 

significant drug product, which is expected to further negatively affect its business. 

Despite multiple cost cutting initiatives and the exploration of strategic alternatives in 

response to these events, the Applicants are facing a liquidity crisis necessitating the 

Restructuring Proceedings. 

6. In response to these events, the Aralez Entities have engaged in a plan to maximize 

the value of their business for their stakeholders through a comprehensive sales process 

described below and each of the CCAA Entities and the Chapter 11 Entities anticipate 

returning to their respective Courts for approval of a sales process. The CCAA Entities 

1 Originally, Tribute Pharmaceutical Canada Inc. but pursuant to an internal reorganization, Aralez Canada. 
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require the protection offered by the Initial Order and the CCAA to stabilize their business 

and execute this plan. 

7. Each of the boards of directors of the Applicants has authorized this CCAA 

application. 

II. ARALEZ INTERNATIONAL GROUP 

A. Corporate Structure 

8. As noted above, the Aralez Entities' current corporate structure is the product of a 

business combination involving Pozen and Aralez Canada2 completed in February 2016. The 

transaction was undertaken to take advantage of the benefits of a more diverse array of 

product offerings owned by the pre-transaction entities and to leverage debt and equity 

financings associated with the transaction to increase the combined companies' drug 

product portfolio and scale up sales and marketing efforts. 

9. The Aralez Entities' business is divided geographically primarily between Canada 

(which includes non-significant sales in European countries) and the U.S., with some supply 

chain management, quality control, and IP-holding functions located in Ireland. A corporate 

structure chart of the Aralez Entities is attached hereto as Exhibit /1 A". 

10. The Aralez Entities are intertwined in some respects, including sharing certain 

executive management persom1el, cash management/ financing operations, 

pharmacovigilance3 efforts, and legal, human resources and IT services. 

API 

11. API is a public company incorporated under the British Columbia Business 

Corporations Act, S.B.C. 2002, c. 57, as amended, with its registered office at 666 Burrard 

Street, Vancouver, British Columbia and its head office at 7100 West Credit Avenue, Suite 

101, Mississauga, Ontario. API is the ultimate parent of the other Aralez Entities. API's head 

office serves as the global headquarters for the Aralez Entities. 

2 Originally, Tribute Pharmaceutical Canada Inc. but pursuant to an internal reorganization, Aralez Canada. 
3 Pharmacovigilance is the practice of monitoring the effects of medical drugs after they have been licensed for 
use, especially in order to identify and evaluate previously unreported adverse reactions. 
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12. API's common shares are publicly traded on the Toronto Stock Exchange ("TSX") 

under the symbol /1 ARZ" and The NASDAQ Stock Market ("NASDAQ") under the symbol 

11 ARLZ". Over the past 52 weeks, shares have traded between C$0.29 and C$3.72 on the 

TSX and $0.21 and $2.98 on NASDAQ. 

13. API's authorized share capital consists of an unlimited number of common shares 

and preferred shares. As at August 6, 2018, API had 68,247,616 common shares issued and 

outstanding, and no preferred shares issued and outstanding. 

Aralez Canada 

14. Aralez Canada is the wholly-owned, direct subsidiary of APL Aralez Canada is 

amalgamated under the Business Corporations Act, R.S.O. 1990, B-16, as amended, with its 

registered office at 7100 West Credit Avenue, Suite 101, Mississauga, Ontario. 

15. Aralez Canada has one subsidiary, Tribute Barbados, a Barbados-incorporated 

corporation. Tribute Barbados has no operations and its assets consist of de minimis cash in a 

bank account and intercompany receivables. The Aralez Entities are considering next steps 

in dealing with this entity. 

Chapter 11 Entities 

16. The Chapter 11 Entities, all of which are direct or indirect wholly-owned subsidiaries 

of API, are identified in the corporate structure chart set out in Exhibit" A", are described 

below: 
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(a) Aralez Management is a company incorporated under the laws of Delaware 

with an office in Princeton, New Jersey. It has no significant operations or 

assets other than serving as the employer of its one employee, the CEO of 

API. 

(b) APHL is a company incorporated under the laws of Ireland with an office in 

Dublin, Ireland. It conducts no operations, has no employees and holds no 

significant assets other than the shares of Aralez DAC and an intercompany 

receivable. 
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(c) Aralez DAC is a company incorporated under the laws of Ireland with an 

office in Dublin, Ireland. Aralez DAC is the licensee or owner of a number of 

drug products, as well as certain intellectual property. Aralez DAC employs 

approximately six people who are responsible for supply chain management, 

and quality control, among other things. 

(d) Pozen is a company incorporated under the laws of Delaware with an office 

in Princeton, New Jersey. Pozen owns certain intellectual property rights and 

is party to certain contracts related thereto. Pozen has no employees. 

(e) Aralez U.S. is a company incorporated under the laws of Delaware with 

offices in New York, New York, Radnor, Pennsylvania and Princeton, New 

Jersey. Aralez U.S. is the main operating entity for U.S. commercial 

operations, which have been in the process of being wound down starting in 

May 2018. Prior to commencing the wind down, Aralez U.S. functioned as 

the sales and marketing entity for certain drug products in the U.S. Aralez 

U.S. currently employs approximately 20 people. 

(f) Halton is a company incorporated under the laws of Delaware with an office 

in Princeton, New Jersey. Halton distributes generic versions of drug 

products pursuant to an agreement with Aralez DAC. 

(g) Aralez R&D is a company incorporated under the laws of Delaware with an 

office in Princeton, New Jersey. Aralez R&D's business is research and 

development and employs one person. 

Luxco and Tribute Barbados 

17. Luxco and Tribute Barbados are not applicants in either of the Restructuring 

Proceedings. A brief description of these entities is included below: 
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(a) Tribute Barbados: Tribute Barbados, a company incorporated under the laws 

of Barbados, is a wholly-owned direct subsidiary of Aralez Canada. It is a 

dormant entity with no operations and no significant assets other than de 
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minimis cash on hand. The Aralez Entities are considering next steps in 

dealing with this entity during the Restructuring Proceedings. 

(b) Luxco: Luxco, a company incorporated under the laws of Luxembourg, is a 

wholly-owned direct subsidiary of APHL. Luxco is a financing entity whose 

role has effectively ceased, and other than holding funds in a bank account 

for the payment of taxes and other required payments, and unsecured 

accounts receivable from other members of the Aralez Entities, has no assets. 

The Aralez Entities are considering next steps in dealing with this entity 

during the Restructuring Proceedings. 

B. Business Operations 

18. The Aralez Entities' Canadian operations focus on products for cardiovascular, pain 

management, dermatology, allergy and certain other indications in Canada. 

19. Aralez Canada is the Canadian operating company of the Aralez Entities, employing 

approximately 43 people as of August 2, 2018. The vast majority of the CCAA Entities' 

revenue is derived from domestic sales, which account for approximately 95% of gross 

revenue for the year to date, with international sales, largely in Europe, making up the 

balance. 

20. The most significant products in Aralez Canada's drug portfolio, which comprise 

approximately 75% of its gross revenue, are listed below: 

(a) Cambia® is a non-steroidal anti-inflammatory product and the fastest-acting 

product in Canada to treat migraines. Pursuant to a 2010 agreement (the 

"Cambia Licensing Agreement") with Nautilus Neuroscience, Inc., 

subsequently assigned to Deporned, Inc. ("Depomed") in 2013, Aralez 

Canada licenses the exclusive rights to develop, register, promote, 

manufacture, use, market, distribute and sell Cambia in Canada in exchange 

for royalty payments to Depomed based on a percentage of net sales and 

potential milestone payments. The Cambia Licensing Agreement expires in 

September 2025. Cambia is manufactured in Italy. 
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(b) Blexten® is an antihistamine used for the treatment of allergic rhinitis and 

hives in Canada. Pursuant to a 2014 agreement (the "Licence and Supply 

Agreement") with Faes Farma, S.A. ("Faes"), Aralez Canada has the 

exclusive rights to sell Blexten in Canada, which it began commercializing in 

December 2016. Blexten is manufactured in Spain by Faes. The Licence and 

Supply Agreement expires in May 2036, subject to renewal for further five 

year terms. Milestone and royalty payments are paid to Faes provided that 

the conditions to the License and Supply Agreement are met. 

(c) Fiorinal® and Fiorinal C® are used for the treatment of tension headaches 

and Visken® and Viskazide® are used for the treahnent of hypertension 

(together, these four products are the "Novartis Products"). In October 2014, 

Aralez Canada entered into an asset purchase agreement with Novartis AG 

and Novartis Pharma AG for the Canadian rights to manufacture, market, 

promote, distribute and sell the Novartis Products. The Novartis Products are 

manufactured in Canada. 

(d) Soriatane® is indicated for the treatment of severe psoriasis. Pursuant to a 

January 2018 exclusive distribution agreement (the "Allergan Distribution 

Agreement") with Allergan Inc., which supersedes an earlier agreement with 

the same party, Aralez Canada has exclusive rights to promote, market, 

purchase, warehouse, distribute and sell Soriatane in Canada. The Allergan 

Distribution Agreement expires in January 2023. Aralez Canada pays an 

incremental revenue-based royalty payment, subject to an annual minimum 

amount. Soriatane is manufactured in France. 

(e) Proferrin® is an iron supplement used to prevent or treat iron deficiencies. 

Pursuant to a distribution agreement with Colorado Biolabs, Inc., Aralez 

Canada holds exclusive distribution rights in Canada for a term ending in 

2031. Proferrin is manufactured in the U.S. 

(f) Bezalip® is used to treat high cholesterol. Pursuant to the Allergan 

Distribution Agreement, Aralez Canada has the exclusive licence to market 
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Bezalip in Canada. Pursuant to another agreement with Allergan, Aralez 

Canada has the development and marketing rights for Bezalip in the U.S. and 

is currently exploring a sale or sublicense of those rights. Bezalip is 

manufactured in France. 

21. Aralez Canada also markets numerous other drug products, both non-prescription 

and prescription, which comprise approximately 25% of its gross revenues. 

22. As of August 3, 2018, Aralez Canada owed approximately $5 million in royalty and 

milestone payments to certain third party licensors. Certain of these licensors are 

international corporations. 

23. Across the business, the Chapter 11 Entities market or outlicense4 a number of drug 

products in the U.S. and other jurisdictions: 

(a) Toprol-XL®: Toprol-XL is part of a family of medications known as beta­

blockers, which are used to treat high blood pressure among other 

cardiovascular conditions. In October 2016, Aralez DAC acquired the U.S. 

rights to Toprol-XL (as well as an authorized generic version) from 

AstraZeneca AB ("AstraZeneca") pursuant to an asset purchase agreement 

(the "Toprol-XL Agreement"). Aralez U.S. distributes the Toprol-XL brand­

drug product in the U.S. pursuant to a distribution agreement with Aralez 

DAC. Lannet Company Inc. distributes the authorized generic version of 

Toprol-XL (together with Toprol-XL, the "Toprol-XL Franchise") pursuant to 

a November 2017 supply agreement. The purchase price of Toprol-XL 

included a $175 million cash payment, future royalty payments and 

milestone payments if certain targets were met. 

(b) Zontivity®: Zontivity is indicated for the reduction in thrombic 

cardiovascular events for certain patient preparations. Aralez DAC acquired 

the rights to Zontivity in the U.S. and Canada pursuant to an asset purchase 

agreement with an affiliate of Merck & Co., Inc. in September 2016, which 

4 "Outlicensing" refers to arrangements in which the Aralez Entities license these rights to third parties, who 
then manufacture and sell the drug. 
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included a purchase price of $25 million and certain other future royalty and 

milestone payments. Zontivity was relaunched in the U.S. in June 2017, and 

then shut down in June 2018 in conjtmction with the discontinuation of U.S. 

commercial operations. It is not currently marketed in Canada. Merck has 

agreed to supply Zontivity to the Aralez Entities for a period of up to three 

years from the closing of the acquisition. 

(c) Vimovo®: Developed by Pozen in collaboration with AstraZeneca pursuant 

to a collaboration and license agreement originally signed in 2006 and 

subsequently amended and restated into U.S. and rest of the world 

agreements in November 2013, Vimovo is a pain-management drug product. 

AstraZeneca has the rights to commercialize Vimovo outside of the U.S. 

which rights to sell the product in the U.S. were subsequently acquired by 

Horizon Pharma USA, Inc. ("Horizon"). Pozen receives a 10% royalty on net 

sales of Virnovo sold in the United States from Horizon, subject to 

guaranteed annual minimum royalty payments of $7.5 million, and a 10% 

royalty from AstraZeneca for sales outside of the U.S. and Japan. 

(d) Yosprala®: Yosprala is a cardiovascular drug developed by Pozen. Launched 

in the U.S. in October 2016, Yosprala was not able to achieve the anticipated 

levels of commercial success; as such, Yosprala sales were discontinued in 

March 2018, and the U.S. rights to the product were sold by Pozen in July 

2018. 

C. Intellectual Property 

24. The CCAA Entities obtain protection for their products, proprietary technology and 

licenses by means of patents, trademarks and contractual arrangements. As of the date of 

this affidavit, Aralez Canada owns approximately one dozen patents (in various 

jurisdictions) related to two products and other members of the corporate group hold 

patents (in various jurisdictions) related to other drug products. The balance of the Aralez 

Entities' portfolio, which constitutes the majority of the Aralez Entities' portfolio, is 

692~9.17 v4 
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comprised of products covered by patents that are licensed from third parties or that are not 

covered by patents. 

D. Regulatory Environment 

25. The CCAA Entities' drug product portfolio is subject to extensive regulation from 

Health Canada, the federal authority that regulates, evaluates and monitors the safety, 

effectiveness, and quality of drugs, medical devices, and other therapeutic products 

available to Canadians. 

26. Regulatory obligations and oversight are extensive in getting a product approved for 

sale in Canada, and continue past initial market approval of a pharmaceutical product. For 

example, the CCAA Entities must report any new information received concerning adverse 

drug reactions, including timely reporting of serious adverse drug reactions that occur in 

Canada and any serious unexpected adverse drug reactions that occur outside of Canada. 

The CCAA Entities must also notify Health Canada of any new safety and efficacy issues 

that it becomes aware of after the launch of a product. 

27. Aralez Canada incurs regulatory fees in relation to its drug products, including 

annual maintenance fees for the drug products to be sold in Canada, fees relating to Aralez 

Canada's ability to sell the drug products, audit fees, and fees relating to the submission of 

drug products for approval. As of August 8, 2018, Aralez Canada owes approximately 

$120,000 in regulatory fees, with another $50,000 of regulatory-related fees accrued but not 

yet due. 

E. Supply Chain 

28. The Aralez Entities outsource the entirety of their drug product manufacturing to 

third-party contractors. The manufacturers are approved fabricators of pharmaceutical 

products according to U.S. and Canadian government agencies. Manufacturers are heavily 

regulated and required to hold licenses to manufacture drugs and, in certain cases, are 

selected from a shortlist of permitted manufacturers provided by the licensor of the 

particular drug product. The Aralez Entities estimate that, as of August 9, 2018, Aralez 

Canada will owe an estimated $1,324,916 to manufacturers. Certain of these manufacturers 

692·1937 v4 
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are single-source manufacturers, certain are licensor-owned manufacturers, certain are 

located outside of Canada, and certain are some combination of these. 

29. The CCAA Entities regularly incur obligations to vendors, pharmaceutical suppliers, 

and service providers, including the Chapter 11 Entities as described starting at paragraph 

48. Key relationships in the supply chain are described below. 

30. Once manufactured, Aralez Canada's drug products are shipped by a third-party 

logistics ("3PL") provider to wholesalers and chain accounts. Wholesalers who wish to 

purchase Aralez Canada's drug products place orders with the 3PL, who sell the products 

on behalf of Aralez Canada and remit the funds to Aralez Canada, less a service fee. 

Individual pharmacies purchase product from the wholesaler, and then dispense to the 

consumer. Chain accounts who wish to purchase Aralez Canada's drug products place 

orders with the 3PL, who sell the products on behalf of Aralez Canada and remit the funds 

to Aralez Canada, less a service fee. Chain accounts then distribute products within their 

business. 

Health Care Providers 

31. Aralez Canada routinely works with pharmacists, nurses and doctors who provide 

consulting and speaker services to Aralez Canada. The Aralez Entities estimate that, as of 

August 8, 2018, Aralez Canada will owe less than $120,000 to these health care providers. 

F. Employees 

32. The CCAA Entities have approximately 43 employees, all of whom are located in 

Canada. The Chapter 11 Entities have approximately 28 employees located in the U.S. and 

Ireland. 

33. Approximately 22 Aralez Canada employees are salespeople who are paid 

commission on sales on a quarterly basis in arrears and three Aralez Canada employees are 

sales managers. None of the employees of the CCAA Entities are subject to a collective 

bargaining agreement. 

34. In addition to its employees, Aralez Canada has 11 contract workers, eight of whom 

perform sales work and three of whom perform back office functions. 
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G. Pensions and Benefits 

35. Aralez Canada employees are members of a defined contribution Registered 

Retirement Savings Plan pursuant to which Aralez Canada matches, dollar for dollar, 

contributions up to 4% of earnings which is funded semi-monthly. The CCAA Entities do 

not have any defined benefit pension plans. 

H. Customers 

36. The CCAA Entities' customers are comprised of wholesale pharmaceutical 

distributors and chain accounts, as described above at paragraph 28. 

37. As of December 31, 2017, the CCAA Entities had four significant customers which 

accounted for approximately 90% of net product revenue. These customer concentrations 

are customary in the pharmaceutical business and each of the significant customers is a 

well-known and respected entity (e.g. Shoppers Drug Mart). 

I. Customer Programs 

38. The CCAA Entities maintain various customer programs to generate sales and 

maintain customer loyalty (the "Customer Programs"). Customer Programs consist of 

various initiatives including a returns program, a rebate program, a co-pay program and a 

fee-for-service program. The returns program allows customers to return pharmaceutical 

products within a specified period of time both prior and subsequent to the product's 

expiration date. The rebate program relates to arrangements that Aralez Canada enters into 

with payors that provide for government-mandated and I or privately-negotiated rebates, 

chargebacks and discounts with respect to the purchase of the products. The co-pay 

program relates to programs with the government for shared funding of drugs. The fee-for­

service program relates to agreements with various wholesalers and distributors to manage 

sales of the drugs to end-consumers. The Customer Programs often result in the CCAA 

Entities' accruing liabilities for the benefit of their customers, some of which will not have 

been paid upon commencement of the CCAA Proceedings. As of August 8, 2018 Aralez 

Canada had accrued approximately $1.2 million on account of the Customer Programs. 
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J. Properties and Facilities 

39. Pursuant to a sublease dated March l, 2016, Aralez Canada subleases a facility 

located at 7100 West Credit Avenue in Mississauga, Ontario, which serves as the 

headquarters for the CCAA Entities. 

K. Cash Management System and Intercompany Transactions 

Cash Management 

40. In the ordinary course of their business, the CCAA Entities use a centralized cash 

management system (the 11Cash Management System") to, among other things, collect 

funds and pay expenses associated with their operations. The Cash Management System 

gives the CCAA Entities the ability to efficiently and accurately track and control corporate 

funds and ensure cash availability. 

41. API maintains three bank accounts: 

(a) A U.S. dollar operating bank account with Bank of America (11BOA") located 

in New Jersey. This account is the main account for servicing the Secured 

Credit Facility and also pays general corporate expenses such as reporting­

related and professional fees. Prior to the commencement of the 

Restructuring, funds flowed into this account either (i) by a debt repayment 

by Luxco (ii) by way of a loan directly from Luxco to API; or (iii) through a 

loan from Aralez Canada to API; 

(b) A Canadian dollar operating bank account with BOA located in Toronto. This 

account is funded on an as-needed basis to facilitate payments in Canadian 

dollars, and generally does not carry a balance unless a payment is 

approaching; and 

(c) A U.S. dollar investment account with Capital One located in New Jersey, 

which has a de minimis amount of cash on hand. 

42. Aralez Canada maintains four bank accounts: 
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(a) A Canadian dollar operating bank account with Bank of Montreal ("BMO") 

located in Toronto, which is used to receive payments and make 

disbursements in Canadian dollars; 

(b) A Euro operating bank account with HSBC Bank of Canada located in 

Toronto, which is used to receive payments and make disbursements in Euro 

currency; 

(c) A U.S. dollar operating bank account with BMO located in Toronto which is 

used to receive payments and make disbursements in U.S. dollars; and 

(d) A dormant Canadian dollar account with no funds. 

43. Each of the Aralez Canada accounts is largely self-sustaining. To the extent the Euro 

or U.S. dollar account does not have sufficient receipts to cover its disbursements, Aralez 

Canada will transfer money to the applicable account from the Canadian dollar operating 

account. 

44. Aralez Canada's payroll is managed by Automatic Data Processing, Inc., which 

issues direct deposits to Aralez Canada employees on the date payroll is paid. 

45. The Chapter 11 Entities maintain 13 bank accounts consisting of lockboxes which 

process sales of branded and generic pharmaceutical products, a master account, operating 

and disbursement accounts, an investment account, a tax account and a government rebate 

account. 

46. Income from the lockboxes is deposited daily into a master account, which, among 

others things, is used to facilitate certain intercompany transactions with the Chapter 11 

Entities incorporated in Ireland. 

47. Certain of the bank accounts held by the Aralez Entities are subject to deposit 

account control agreements pursuant to the Loan Agreement defined and described below. 

Intercompany Transactions 
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48. In light of the global nature of their business, in the ordinary course of business, the 

Aralez Entities maintain relationships with each other that result in claims arising from 

various transactions, both operational and financial. The Aralez Entities track all 

intercornpany transactions in their accounting system and can ascertain, trace and account 

for them as needed. 

49. During the CCAA Proceedings and Chapter 11 Proceedings, the Aralez Entities 

expect that they will not incur any intercompany loans due to the proposed DIP financing, 

detailed below; however, they do anticipate continuing ordinary course business 

transactions which shall be recorded on the Aralez Entities' books and records. 

50. Luxco and Tribute Barbados, which are not parties to the CCAA Proceedings or 

Chapter 11 Proceedings, maintain separate bank accounts with no significant balances. 

Ill. ASSETS AND LIABILITIES OF ARALEZ ENTITIES 

51. Copies of API's fiscal 2017 consolidated audited financial statements, which include 

unaudited consolidated financial statements for the quarter ending December 31, 2017, are 

attached hereto as Exhibit "B". Copies of API's unaudited consolidated financial statements 

for the quarters ending March 31, 2018 and September 30, 2017 are attached hereto as 

Exhibits "C" and "D", respectively. 

A. Assets of the Aralez Entities 

52. As at March 31, 2018, the Aralez Entities' assets on a consolidated basis had a book 

value of approximately $481 million. 

53. As at March 31, 2018, the book value of Aralez Canada's assets was approximately 

$117 million. 

B. Liabilities of the Aralez Entities 

54. As at March 31, 2018, the Aralez Entities had liabilities totalling approximately $488 

million. 

55. Aralez Canada's liabilities (other than long term debt of approximately $280 million) 

were approximately $15 million as of March 31, 2018. 

6924937 '4 



-16 -

56. The Aralez Entities' long term debt obligations are detailed below. Deerfield (as that 

term is defined below) is the only party listed in personal property and intellectual property 

security registrations as of August 9, 2018. 

Deerfield Facility Agreement 

57. API, Aralez Canada5 and Pozen have entered into a loan agreement dated as of June 

8, 2015 (as amended or amended and restated from time to time, including on December 7, 

2015, the "Facility Agreement") with Deerfield Private Design Fund III, LP. and Deerfield 

Partners L.P.6 (collectively "Deerfield") as lenders. A copy of the Facility Agreement is 

attached hereto as Exhibit "E". 

58. API is the borrower under the Facility Agreement in the principal amount of $275 

million, consisting of: 

(a) A $200 million credit facility which bears interest at a rate of 12.5% (the 

"Secured Credit Facility"); and 

(b) $75 million of senior secured convertible notes which bear interest at a rate of 

2.5% which are convertible into API common shares at an initial conversion 

premium of 32.5% (subject to adjustment upon certain events), (the "Secured 

Notes"). 

As of August 6, 2018, approximately $203.1 million in aggregate principal is outstanding 

under the Secured Credit Facility, plus approximately $2.7 million in accrued paid-in-kind 

interest. As of August 6, 2018, approximately $75.5 million in aggregate principal is 

outstanding under the Secured Notes, plus approximately $200,000 in accrued paid-in-kind 

interest. 

59. Each of the Secured Credit Facility and the Secured Notes are guaranteed by the 

Aralez Entities other than API, including Aralez Canada, as well as being guaranteed by 

Luxco and Barbados (collectively, the "Guarantors"). 

5 Originally, Tribute Pharmaceutical Canada Inc. but pursuant to the amalgamation, Aralez Canada. 
6 Originally a party to the Facility Agreement, Deerfield International Master Fund, LP. subsequently merged 
with Deerfield Partners L.P. 
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60. API and the Guarantors are parties to security agreements in respect of the Secured 

Credit Facility and the Secured Notes. With respect to the CCAA Entities, the following 

security agreements have been entered into: 

(a) A Canadian Security Agreement between API and Deerfield dated February 

6, 2016; 

(b) A Canadian Security Agreement between Aralez Canada and Deerfield dated 

February 6, 2016; 

(c) An Intellectual Property Security Agreement between API and Deerfield 

dated February 6, 2016; 

(d) An Intellectual Property Security Agreement between Aralez Canada and 

Deerfield dated February 6, 2016; and 

(e) A confirmation of Guaranty and Security between Aralez Canada and 

Deerfield dated February 6, 2016, 

(together, the "Security Agreements"). 

Pursuant to the Security Agreements, Deerfield was granted a first priority security interest 

in substantially all present and after-acquired property of API and the Guarantors, 

including intangible property. Copies of the Security Agreements are attached hereto as 

Exhibit "F". 

61. On June 29, 2018, the Aralez Entities announced that, in connection with the review 

of their strategic alternatives, they entered into an amendment to the Facility Agreement, 

pursuant to which Deerfield agreed to accept payment in kind of interest due and payable 

on July 1, 2018 with respect to the Secured Credit Facility and the Convertible Secured Notes 

through August 15, 2018. 
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IV. FINANCIAL DIFFICULTIES AND NEED FOR CCAA PROTECTION 

A. Financial Difficulties 

62. The pharmaceutical industry is highly competitive, dominated by a small number of 

highly-concentrated global competitors with significant resources. Since its inception in 

February 2016, the Aralez Entities have incurred significant net losses. Most recently, the 

Aralez Entities incurred a net loss of $125.2 million for the year ended December 31, 2017, 

and $19.7 million for the three months ended March 31, 2018. As losses continue, servicing 

a significant amount of debt becomes more difficult. 

63. In 2016 and 2017, the Aralez Entities launched Yosprala and relaunched Zontivity. In 

anticipation of these products being sold in the U.S. market by the Aralez Entities and their 

anticipated commercial success, the Aralez Entities committed significant sales and 

marketing resources. Despite a robust sales and marketing effort, sales from Yosprala were 

disappointing and the product was discontinued in March 2018. Further, sales of Zontivity 

were not sufficient to justify the cost of the U.S. commercial infrastructure, which operations 

are in the process of being wound up starting in May 2018. 

64. The debt incurred through the Facility Agreement to establish operations and make 

certain product acquisitions has significant carrying costs. The Aralez Entities do not have 

sufficient cash to sustain operations until these products can bring in sufficient revenues to 

support the business and service the existing debt. 

65. The Toprol-XL Franchise is a significant source of revenue for Aralez U.S. and by 

extension, the Aralez Entities. The Aralez Entities have recently experienced increased 

generic competition with respect to this product, which is expected to further negatively 

affect its business. 

B. Responses to Financial Difficulties 

66. Taken together, these recent events have presented challenges to the business and 

operations of a group of companies that has taken an assertive acquisition and marketing 

approach in its business. In addition, the financial difficulties of the Aralez Entities have 

been exacerbated by working capital tightening and other business impacts that followed 
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API's public filing of its financial reports in May 2018, which raised substantial doubt 

regarding the company's ability to continue as a going concern. 

67. The Aralez Entities have undertaken significant efforts to counteract the recent 

financial difficulties experienced, including, among other things: 

(a) Reducing its U.S. sales force by 32% in April 2017; 

(b) Redirecting marketing resources from Yosprala in 2017; 

(c) Discontinuing sales of Yosprala in March 2018 and selling the rights to 

Yosprala in July 2018; 

(d) Discontinuing sales of Zontivity and winding down U.S. commercial 

operations as announced in May 2018; 

(e) Hiring a cash management and restructuring advisor, Alvarez & Marsal 

Healthcare Industry Group, LLC ("A&M U.S.") and Alvarez & Marsal 

Canada Inc. ("A&M Canada" and together with A&M U.S., "A&M"), to 

assist the Aralez Entities in its restructuring efforts, including assistance in 

cash management and implementing a restructuring plan; 

(f) Engaging investment bank Moelis & Company LLC ("Moelis") in late 2017 to 

evaluate strategic alternatives and establish sales processes of various 

business lines, detailed below starting at paragraph 71; and 

(g) Exploring and evaluating alternative financing opportunities that could 

provide a long-term going concern solution to the Aralez Entities' business. 

C. The Applicants are Facing Insolvency 

68. Steady losses since 2016, insufficient cash from operations and the inability to raise 

more capital have limited the Aralez Entities' ability to run their business. 

69. The Applicants have not been able to enter into any further amendments or 

forbearances under the Facility Agreement on terms that would result in a long term going 

concern solution and anticipate that they will be unable to service their debt in the short-
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term. Despite their efforts, the Applicants have been unable to obtain alternative funding on 

reasonable terms. 

70. Without CCAA protection and access to DIP financing (detailed below), the 

Applicants will not have sufficient cash to meet their obligations as they come due, and their 

liabilities exceed the value of their assets. The Applicants are insolvent. Without the 

protection of the CCAA, a shut-down of operations is inevitable, which would be extremely 

detrimental to the CCAA Entities' stakeholders, including employees and customers. 

CCAA protection will allow the CCAA Entities to maintain operations while giving them 

the necessary time to consult with their stakeholders regarding the future of their business 

operations and execute the proposed sales process. CCAA protection will also allow the 

CCAA Entities to coordinate restructuring proceedings with the Chapter 11 Entities, should 

they be granted the relief sought in the U.S. Court. 

V. RESTRUCTURING THE CCAA ENTITIES 

71. The Aralez Entities (including the Applicants), in response to the issues leading to 

the current liquidity concerns, engaged in a thorough review of the Aralez Entities' strategic 

alternatives with the advice and guidance of their legal and financial advisors. 

72. The Aralez Entities ultimately determined that the appropriate approach was to 

proceed with a sale of substantially all of their assets through one or more sales pursuant to 

(a) the CCAA with respect to the CCAA Entities and (b) section 363 of the Bankruptcy Code 

with respect to the Chapter 11 Entities. 

73. As part of its review and prior to the commencement of the Restructuring 

Proceedings, the Aralez Entities engaged in active discussions with potentially interested 

parties to divest various assets, including the Company's U.S. and Canadian rights to 

distribute certain drug products. In cormection with these discussions, the Aralez Entities 

engaged Moelis as their investment banker and began a prepetition marketing process, 

reaching out to 73 potential acquiring parties for the Zontivity assets, 68 potential acquiring 

parties for the Toprol-XL Franchise, 39 potential acquiring parties for a combination of 

Vimovo royalties and certain Canadian assets and 15 additional parties for just the Vimovo 

royalties. The Company ultimately distributed a confidential presentation to 41 potential 

acquirers with respect to Zontivity, 26 potential acquirers with respect to the Toprol-XL 
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Franchise, 22 potential acquirers with respect to a combination of Vimovo and certain 

Canadian assets and 5 additional potential acquirers with respect to just the Vimovo 

royalties. 

74. As a result of this process, the Aralez Entities intend to enter into purchase 

agreements with two separate purchasers: (a) an agreement among Aralez DAC, Pozen, 

Aralez Canada and Deerfield to purchase the Toprol-XL Franchise through a credit bid of 

$140 million, and (b) an agreement among API, Pozen, Aralez Canada, Nuvo 

Pharmaceuticals Inc. and Nuvo Pharmaceuticals Ireland (Limited) (collectively, "Nuvo") to 

purchase the Aralez Entities' Canadian operations and its rights to royalties from Vimovo 

for $110 million, in each case, free and clear of all claims or encumbrances (other than 

assumed liabilities and permitted encumbrances), subject to higher or otherwise better 

offers. The applicable Aralez Entities have signed letters of intent with Deerfield and Nuvo 

that include the material terms of the proposed transactions, subject to definitive 

documentation. 

75. The CCAA Entities intend to return to court to seek approval of a sales process 

pursuant to which Nuvo and Deerfield will act as stalking horse bidders for the assets 

currently subject to their respective letters of intent. The CCAA Entities expect that the 

Chapter 11 Entities will return to the U.S. Court to seek a similar order, and the Aralez 

Entities intend to coordinate the sales process. 

VI. CASH FLOW FORECAST 

76. As set out in the 13-week cash flow projection (the "Cash Flow Statement") that was 

prepared by the CCAA Entities in consultation with A&M, and reviewed by the proposed 

Monitor for the period from August 4, 2018 to the week ending November 2, 2018, the 

Applicants' estimated principal uses of cash will consist of the payment of ongoing day-to­

day operational expenses and professional fees and disbursements in connection with these 

CCAA proceedings, including those certain pre-filing payments detailed below. I 

understand from counsel to the Applicants that a copy of the Cash Flow Statement will be 

attached to the pre-filing report of the proposed Monitor which is to be filed with the Court. 

77. As of August 3, 2018, the Applicants have an estimated $5.8 million in cash on hand. 

The Cash Flow Statement projects that, subject to obtaining the relief outlined herein, 
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including approval of the DIP Financing (defined below), they will have sufficient cash to 

fund their projected operating costs until the end of the stay period. 

VII. PROPOSED INITIAL ORDER 

A. Authority to Pay Certain Pre-Filing Amounts 

78. As of the date of this affidavit, the CCAA Entities owe approximately $6.3 million in 

royalty and other fees relating to their drug products to licensors. 

79. As of the date of this affidavit, the CCAA Entities owe approximately $70,000 to 

other parties which are important for their continued operation, including drug product 

manufacturers. 

80. While the initial order proposed in these CCAA Proceedings prevents counterparties 

from terminating their supply arrangements, uninterrupted supply of drug products is 

critical to ongoing operations and, by extension, the preservation of value of the business. 

Certain manufacturers are the only entities manufacturing the particular drug product. A 

party engaging in self-help, even for a short period of time, would disrupt the business 

during a crucial period. 

81. It is the opinion of management of the CCAA Entities that, without payment of the 

pre-filing amounts owing to these parties, the regulatory agencies and licensors may 

interrupt the CCAA Entities' ability to procure and sell drug products in the market, leading 

to a significant disruption in the Applicants' business during the first critical weeks of the 

CCAA proceedings and cause value dissipation. As such, the CCAA Entities are seeking the 

authorization, but not the requirement, to make payments to these stakeholders, including 

those relating to the pre-filing period. Pursuant to the terms of the draft Initial Order, the 

CCAA Entities would require the consent of the Monitor to make any pre-filing payment 

amounts. 

B. Continuation of Customer Rebate Program 

82. As described above, consistent with industry practice, the CCAA Entities maintain 

various Customer Programs to generate sales and maintain customer loyalty. The Customer 

Programs often result in the CCAA Entities' accruing liabilities for the benefit of their 
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customers, some of which will not have been paid upon commencement of the CCAA 

Proceedings. 

83. Maintaining the loyalty, support, and goodwill of customers and partners is critical 

to the business of the CCAA Entities and their efforts to maximize the value for the benefit 

of stakeholders. Accordingly, the proposed Initial Order provides that the CCAA Entities 

are authorized, but not required, to continue to honour and fulfill their obligations under 

the Customer Programs, including those relating to the pre-filing period. 

84. Allowing the CCAA Entities to honour their Customer Programs will maintain 

goodwill and positive relationships with customers for the duration of the CCAA 

Proceedings. I understand that similar provisions are being sought within the Chapter 11 

Proceedings. The Cash Flow Statement presents customer receipts on a net basis after the 

deduction of such applicable Customer Program amounts. 

C. Engagement of A&M 

85. As described above, A&M was previously retained by the Applicants and has played 

a central role in advising and assisting the Aralez Entities with liquidity management and 

operational restructuring initiatives. A&M has entered into an engagement letter effective as 

of July 9 2018, as subsequently amended (the '' A&M Engagement Letter") pursuant to 

which A&M will assist the Aralez Entities during the CCAA Proceedings and the Chapter 

11 Proceedings. A copy of the A&M Engagement Letter is attached hereto as Exhibit "G". 

86. In the proposed Initial Order, the CCAA Entities are seeking the Court's 

confirmation of the retention of A&M and the approval of the A&M Engagement Letter. 

The approval of the engagement of A&M is appropriate in the circumstances as A&M has 

worked extensively with the CCAA Entities since its initial engagement and has significant 

knowledge with respect to their business, operations and finances. A&M's continued 

involvement will be critical to the successful completion of the going-concern restructuring 

transaction as part of the CCAA proceedings that will maximize value for stakeholders. The 

Applicants believe that the retention of A&M is in the best interests of the CCAA Entities 

and their stakeholders. 
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D. Engagement of Moelis and the Transactional Fee Charge 

87. As described above, Moelis was previously retained by the Applicants and has 

played a central role in assisting the Aralez Entities in reviewing their strategic options, 

developing a pre-filing sales process and otherwise advising and assisting the Aralez 

Entities. API, Aralez U.S. and Moelis have entered into an engagement letter dated as of July 

18, 2018 (the "Moelis Engagement Letter") pursuant to which Moelis will assist the CCAA 

Entities during the CCAA Proceedings. A copy of the Moelis Engagement Letter is attached 

hereto as Exhibit "H". 

88. In the proposed Initial Order, the CCAA Entities are seeking the Court's 

confirmation of the retention of Moelis and the approval of the Moelis Engagement Letter. 

The approval of the engagement of Moelis is appropriate in the circumstances as Moelis has 

worked extensively with the CCAA Entities since its initial engagement and has significant 

knowledge with respect to their business, operations and finances. Moelis' continued 

involvement will be critical to the successful completion of the going-concern restructuring 

transaction as part of the CCAA proceedings that will maximize value for stakeholders. The 

Applicants believe that the retention of Moelis is in the best interests of the CCAA Entities 

and their stakeholders. 

89. Moelis is the investment banker to the Aralez Entities, including the CCAA Entities. 

The services it has provided to date have benefitted the Applicants and are expected to 

continue benefitting the Applicants during the CCAA Proceedings, including by executing 

the sales process. In return for its services, Moelis charges a monthly fee for its work in the 

amount of $150,000 (the "Monthly Fee") and will further collect certain Transaction, 

Restructuring or Financing fees (as those terms are defined in the Moelis Engagement 

Letter, and collectively, the "Transactional Fees") if the conditions to its engagement are 

met as described in the Moelis Engagement Letter. During the Restructuring Proceedings, 

Moelis will split its monthly fee equally between the CCAA Entities and Chapter 11 Entities, 

and any Transactional Fees shall be allocated proportionately among the estates based on 

proceeds. To the extent necessary, Moelis will also reconcile its monthly fees between the 

two proceedings to reflect the allocation of proceeds of sale. 
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90. The Aralez Entities have determined that the proposed system for allocating work 

by Moelis is reasonable. The Initial Order provides that the Transactional Fee Charge shall 

rank fourth on the Property of the Applicants. 

E. Administration Charge 

91. The Applicants seek a Charge (defined below) on the assets, property and 

undertakings of the CCAA Entities (the "Property") in the maximum amount of $1 million 

to secure the fees and disbursements incurred in connection with services rendered to the 

Applicants both before and after the commencement of the CCAA proceedings by the 

proposed Monitor, the Monitor's counsel, the Financial Advisor, and the Applicants' 

counsel, and for 50% of the Monthly Fee (as that term is defined in the Moelis Engagement 

Letter) of the Investment Banker in relation to the fees and expenses incurred for services for 

the benefit of the CCAA Entities (subject to paragraph 94 below) (the "Administration 

Charge"). 

92. The CCAA Entities worked with A&M Canada and the proposed Monitor to 

estimate the proposed quanh1m of the Administration Charge. The proposed Monitor has 

reviewed the quantum of the Administration Charge and believes it is reasonable and 

appropriate in view of the complexities of the Applicants' CCAA proceedings and the 

services to be provided by the beneficiaries of the Administration Charge. 

Beneficiaries of the Administration Charge 

93. The Applicants are represented by Stikernan Elliott LP and Willkie Farr & Gallagher 

LLP ("Willkie Farr"). Within the Restructuring Proceedings, it is expected that the majority 

of Willkie Farr's work will be for the benefit of the Chapter 11 Entities, and Willkie Farr will 

bill its work accordingly. It is expected that Willkie Farr also will provide certain legal 

services for the benefit of the Applicants. In such event, Willkie Farr will maintain separate 

bills for this work and will remit those bills to the CCAA Entities for payment. 

94. A&M is the Financial Advisor to the Aralez Entities. CCAA-related work will be 

performed by A&M Canada and billed to the CCAA Entities, while Chapter 11-related work 

will be performed by A&M U.S. and billed to the Chapter 11 Entities. Where financial 

advisory services are provided for the benefit of the Aralez Entities as a whole, the 
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applicable A&M entity shall bill the CCAA Entities and the Chapter 11 Entities equally. To 

the extent necessary, A&M will reconcile the fees billed to the Aralez Entities as a whole 

based on allocation of proceeds of sale. 

95. During the CCAA Proceedings, Moelis will allocate 50% of its Monthly Fee to the 

CCAA Entities and 50% of its Monthly Fee to the Chapter 11 Entities. To the extent 

necessary, Moelis will reconcile the fees billed to the Aralez Entities as a whole to reflect the 

allocation of proceeds. 

96. The Aralez Entities have determined that the proposed system for allocating work 

by Willkie Farr, A&M and Moelis is reasonable. Pursuant to the terms of the Initial Order, in 

the event a fee allocation reconciliation is required, the CCAA Entities will return to the 

Court to seek such allocation. 

97. The Initial Order provides that the Administration Charge shall rank first on the 

Property of the Applicants. 

F. DIP Financing 

98. The CCAA Entities are generally profitable at the operational level; however, their 

costs and revenues fluchiate in such a manner that they are not cash positive consistently. 

Accounting for the variance of cash flows, the potential impact and increased costs of a 

CCAA proceeding and taking a conservative approach, the CCAA Entities, in consultation 

with their advisors, have determined that the CCAA Entities have insufficient liquidity to 

maintain an appropriate minimum level of cash throughout the proposed CCAA 

proceedings and require interim debtor-in-possession financing ("DIP Financing") to 

provide suppliers, customers and other stakeholders with confidence that the business of 

the CCAA Entities will continue to operate uninterrupted throughout these CCAA 

Proceedings. DIP Financing is critical to allow the CCAA Entities the appropriate time to 

run a post-filing sales process and implement a sale of their assets for the benefit of all of 

their stakeholders. The proposed Monitor has been provided with the cash flows relating to 

this determination. 

99. The Chapter 11 Entities also require DIP Financing. The Aralez Entities determined 

that the most efficient financing process would be to obtain financing from one party for all 

6924937 v4 



-27-

of the Aralez Entities. The Aralez Entities and their advisors worked together to obtain such 

financing on terms that were equally favourable to both the CCAA Entities and the Chapter 

11 Entities. 

Process for Selecting DIP Financing 

100. The Chapter 11 Entities also require DIP Financing. The Aralez Entities and their 

advisors worked together to obtain such financing on terms that were equally favourable to 

both the CCAA Entities and the Chapter 11 Entities. The Aralez Entities solicited DIP 

financing proposals from nine sources, including from their existing secured lender, 

Deerfield. Only one party, an affiliate of Deerfield (the "DIP Lender"), submitted a proposal 

to provide DIP Financing. Further, Deerfield indicated that it would oppose any third party 

lender priming its first-ranking security position. 

Summary of DIP Financing 

101. The CCAA Entities, with assistance from their advisors, counsel and the prospective 

Monitor, are negotiating the Debtor-In-Possession credit agreement (as amended, 

supplemented or otherwise modified from time to time, the "Canadian DIP Credit 

Agreement") pursuant to which the DIP Lender will provide to the CCAA Entities a term 

loan facility (the "Canadian DIP Facility") in the maximum amount of US$10 million. A 

copy of the Canadian DIP Credit Agreement is anticipated to be filed separately before the 

hearing of this application. 

102. The Chapter 11 Entities, through Moelis, A&M and their U.S. counsel, have 

negotiated the Debtor-In-Possession credit agreement (as am.ended, supplemented or 

otherwise modified froni. time to time, the "U.S. DIP Credit Agreement") pursuant to 

which the Chapter 11 Entities will obtain access to a facility in the maximum amount of 

US$5 million from Deerfield. 

103. A summary of some of the material terms of the Canadian DIP Credit Agreement are 

set out below: 

(a) Borrowers: API and Aralez Canada. 

(b) Facility Amount: US$10 million. 
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(c) Interest Rate: 10% plus 2% upon an event of default under the Canadian DIP 

Facility. 

(d) Fees: 1 % of the Facility Amount (which shall be non-refundable and fully 

earned on the date of the Canadian DIP Agreement and shall be due and 

payable on the Maturity Date) and 1% of the Facility Amount upon any 

extension of the term of the DIP Facility. 

(e) Maturity: the earliest of, among others, (a) February 2019; (b) the sale of all 

or substantially all of the CCAA Entities' assets; and (c) termination of the 

CCAA Proceedings. 

(f) Milestones: the Canadian DIP Credit Agreement provides that the CCAA 

Entities must take certain steps and obtain certain orders by the deadlines set 

out in section 1.1 (Case Milestones) of the Canadian DIP Credit Agreement, 

including entering into a stalking horse agreement for the sale of all or 

substantially all of their assets within 21 days of the CCAA filing date and 

completing the sale(s) of their assets within a certain amount days of 

obtaining Court approval of any sale(s). These milestones can be extended by 

the Applicants with the consent of the DIP Lender. 

(g) Negative Covenants: The Canadian DIP Credit Agreement contains a 

number of negative covenants, including: 

(i) The grant of any liens other than specifically permitted liens (which 

for greater certainty does not include liens granted by Court Order 

other than the Initial Order); 

(ii) Failure by the Applicants to be in compliance with the budget 

approved by the DIP Lender. 

(h) Charge: amounts owing under the DIP Facility are proposed to have a 

second-ranking Court-ordered charge on the Property of the CCAA Entities 

(the "DIP Lenders' Charge") in priority to all other liens and interests. 
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104. The Canadian DIP Credit Agreement is also expected to contain a number of Events 

of Default, including: 

(a) An occurrence of an "Event of Default" as defined in the U.S. DIP Credit 

Agreement; 

(b) An attempt by any person to invalidate or reduce the pre-filing indebtedness 

to and security of Deerfield; 

(c) Failure of the CCAA Court to permit Deerfield to credit bid their pre-filing 

debt and security in connection with the purchase of the CCAA Parties' 

assets; and 

(d) Breach of any covenants under the Canadian DIP Credit Agreement. 

105. The Canadian DIP Credit Agreement is expected to provide that upon an event of 

default, the DIP Lender is entitled to exercise all of its rights and remedies upon notice to 

the CCAA Entities and the Monitor. 

106. The DIP Facility is expected to provide sufficient liquidity to allow the CCAA 

Entities to pursue a restructuring in these CCAA Proceedings. As the Canadian DIP Facility 

is provided by Deerfield and Deerfield has the only PPSA-registered security on the assets 

of the CCAA Entities, the CCAA Entities believe there will be no material prejudice to any 

of their existing creditors in approving the Canadian DIP Credit Agreement. Accordingly, 

the CCAA Entities seek an order authorizing and empowering the Applicants to obtain and 

borrow under the Canadian DIP Facility in order to finance the operations of the CCAA 

Entities during the CCAA Proceedings. 

G. D&O Charge 

107. To ensure the ongoing stability of the Applicants' business during the CCAA 

proceedings, the Applicants require the continued participation of their respective directors, 

officers, managers and employees. 

108. The Applicants are seeking what I am advised are typical provisions staying all 

proceedings against the directors and officers and granting an indemnity with respect to all 
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post-filing claims that may arise against the directors and officers in their capacity as the 

Applicants' directors or officers. 

109. I am advised by counsel to the Applicants that in certain circumstances directors can 

be held liable for certain obligations of a corporation owing to employees and government 

entities. 

110. The Applicants maintain directors' and officers' liability insurance (the "D&O 

Insurance") that benefit the directors and officers of the CCAA Entities. In addition, there 

are also contractual indemnities which have been given to the directors and officers by the 

CCAA Entities. The Applicants may not have sufficient funds to satisfy those indemnities 

should their directors and officers be found responsible for the full amount of the potential 

directors' liabilities. Lastly, there is a deductible for certain claims and the presence of a 

number of exclusions creates a degree of uncertainty. 

111. The directors and officers of the Applicants have indicated that, due to the 

potentially significant personal exposure arising going forward, they cannot continue their 

service with the Applicants unless the Initial Order grants a charge on the Property in the 

amount of $1 million (the "D&O Charge"). The D&O Charge is proposed to rank third in 

priority on the Property. 

112. The D&O Charge will allow the Applicants to continue to benefit from the efforts 

and knowledge of their directors and officers. The Applicants and the proposed Monitor 

believe the D&O Charge is reasonable in the circumstances. 

H. Ranking of the Court Ordered Charges 

113. The proposed ranking of the court ordered charges is as follows: 

(a) Administration Charge; 

(b) DIP Lenders' Charge; 

(c) D&O Charge; and 

(d) Transaction Fee Charge, 
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VIII. COMEBACK MOTION 

114. The Applicants intend to return to Court on notice to the service list for a motion (the 

"Comeback Motion") seeking, among other things: 

(a) Approval of the cross-border protocol in order to coordinate proceedings 

between the CCAA Entities and the Chapter 11 Entities; 

(b) Approval of key employee incentive and retention programs; and 

(c) Extension of the stay of proceedings established by the proposed Initial 

Order. 

115. The Applicants further intend to return to Court on notice to the service list for a 

motion (the "Sales Process Motion") seeking, among other things, approval of the stalking 

horse sale process described above. 

IX. MONITOR 

116. Richter Advisory Group Inc. ("Richter") has consented to act as the Court-appointed 

Monitor (the "Monitor") of the CCAA Entities, subject to Court approval. 

117. Richter is a trustee within the meaning of section 2 of the Bankruptcy and Insolvency 

Act as amended, and is not subject to any of the restrictions on who may be appointed as 

Monitor set out in section 11.7(2) of the CCAA. I am advised by my legal counsel that 

Richter has extensive experience in matters of this nature, including in cross-border 

restructuring proceedings, and is therefore well-suited to this mandate 

118. I am advised by Paul van Eyk of Richter that the proposed Monitor is supportive of 

the relief being sought in favour of the CCAA Entities. Mr. van Eyk has also advised me that 

the proposed Monitor will be filing a pre-filing Monitor's report in respect of that relief. 
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Management's Report on Internal Control Over Financial Reporting 

Management of Aralez Phannaceuticals Inc. (Aralez) is responsible for establishing and maintaining adequate internal 
control over financial reporting. Internal control over financial reporting, as defined in Rule l 3a-15(f) or 15d-15(f) 
promulgated under the Securities Exchange Act of 1934, 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 
accounting principles generally accepted in the United States. A company's internal control over financial reporting 
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately 
and fairly reflect the transactions and dispositions of the assets of Aralez; (ii) 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 Aralez are being made only in accordance with authorizations of 
management and directors of Aralez; and (iii) provide reasonable assurance regarding prevention or timely detection of 
w1authorized acquisition, use, or disposition of Aralez'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. 
Further, because of changes in conditions, effectiveness of internal control over financial reporting may vary over time. 
Management, with the participation of the Chief Executive Officer and ChiefFinancial Officer, evaluated Aralez's internal 
control over financial reporting as of December 31, 2017. In making this assessment, management used the criteria set 
forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control-Integrated 
Framework (2013 Framework) (COSO). As a result of this assessment and based on the criteria in the COSO framework, 
management has concluded that, as of December 31, 2017, Aralez's internal control over financial reporting was effective. 

Ernst & Young LLP, the independent registered public accounting firm that audited Aralez' s financial statements included 
in this Aimual Report on Form 10-K, has issued an attestation report on Aralez's internal control over financial reporting, 
which is included herein. 

Isl Adrian Adams 
Adrian Adams 
Chief Executive Officer 

March 13, 2018 

Isl Michael J. Kaseta 
Michael J. Kaseta 
Interim Chief Financial Officer and Head of 
Finance 

March 13, 2018 
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Report of Independent Registered Public Accounting Firm 

The Board ofDireetors and Shareholders of Aralez Pharmaceutieals Inc. 

Opinion on the Financial Statements 

We have audited the accompanying consolidated balance sheets of Aralez Pharmaceuticals Inc. (the Company) as of 
Deeember 3 1, 2017 and 2016, the related consolidated statements of operations, stockholders' equity, comprehensive 
(loss) income, and cash flows for each of the three years in the period ended December 31, 2017, and the related notes 
(collectively referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all 
material respects, the consolidated financial position of the Company at December 31, 2017 and 2016, and the 
consolidated results of its operations and its cash flows for each of the three years in the period ended December 31, 
2017, in conformity with U.S. generally accepted accounting principles. 

We also have audited, in accordanee with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the Company's internal control over financial reporting as of December 31, 2017, based on criteria 
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Conunission (2013 framework), as and our report dated March 13, 2018 expressed an unqualified opinion 
thereon. 

Basis for Opinion 

These financial statements are the responsibility of the Company's management. Our responsibility is to express an 
opinion on the Company's financial statements based on our audits. We are a public accounting finn registered with the 
PCAOB and are required to be independent with respeet to the Company in accordanee with the U.S. federal securities 
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement, whether due to error or fraud. Our audits included performing proeedures to assess the risks of material 
misstatement of the finaneial statements, whether due to error or fraud, and performing procedures that respond to those 
risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the 
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made 
by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits 
provide a reasonable basis for our opinion. 

Isl Ernst & Young LLP 

We have served as the Company's auditor since 1997. 

Iselin, New Jersey 

March 13, 2018 
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Report of Independent Registered Public Accounting Firm 

The Board of Directors and Shareholders of Aralez Pharmaceuticals Inc. 

Opinion on Internal Control over Financial Reporting 
We have audited Aralez Pharmaceuticals Inc. 's internal control over financial reporting as of December 31, 2017, 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). In our opinion, Aralez Phannaceuticals Inc. (the 
Company) maintained, in all material respects, effective internal control over financial reporting as of December 31, 2017, 
based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the consolidated balance sheets of the Company as of December 31, 2017 and 2016, and the consolidated 
statements of operations, stockholders' equity, comprehensive (loss) income, and cash flows for each of the three years in 
the period ended December 31, 2017, and the related notes (collectively referred to as the "financial statements") of the 
Company and our report dated March 13, 2018 expressed an unqualified opinion thereon. 

Basis for Opinion 
The Company'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 Management's 
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 are a public accounting fim1 registered with the PCAOB 
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and 
the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. 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 perfonning such other procedures as we considered necessary in the circumstances. We believe that our audit 
provides a reasonable basis for our opinion. 

Definition and Limitations of Internal Control Over Financial Reporting 
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 pennit 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. 

/s/ Ernst & Young LLP 
Iselin, NJ 
March 13 2018 
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ARALEZ PHARMACEUTICALS INC. 
CONSOLIDATED BALANCE SHEETS 

(in thousands of U.S. dollars, except share and per share data) 

December 31, 2017 December 31, 2016 

ASSETS 
Current assets: 

Cash and cash equivalents $ 28,892 $ 64,943 
Accounts receivable, net 13,453 20,405 
Inventory 6,643 4,548 
Prepaid expenses and other current assets 3,687 

Total current assets 52,675 92,331 
Property and equipment, net 7,453 7,316 
Goodwill 81,781 76,694 
Other intangible assets, net 310,346 340,194 
Other long-tenn assets 1,222 842 

Total assets $ 453,477 $ 517,377 
LIABILITIES AND SHAREHOLDERS' EQUITY 
Current liabilities: 

Accounts payable $ 23,631 $ 8,833 
Accrued expenses 28,496 32,141 
Short-term contingent consideration 11,482 10,430 
Other current liabilities 4,251 5,870 

Total current liabilities 67,860 57,274 
Long-term debt, net 274,546 274,441 
Deferred tax liability 3,797 3,273 
Long-term contingent consideration 88,873 60,685 
Other long-term liabilities 3,182 2,218 

Total liabilities 438,258 397,891 
Commitments and Contingencies 
Preferred shares, no par value; unlimited shares authorized, issuable in 
series; none outstanding 
Common shares, no par value, unlimited shares authorized, 66,972,742 and 
65,640,607 shares issued and outstanding at December 31, 2017 and 
December 31, 2016, respectively 
Additional paid-in capital 363,792 352,336 
Accumulated other comprehensive income 14,298 4,816 
Accumulated deficit (362,871) (237,666) 

Total shareholders' equity 15,219 119,486 
Total liabilities and shareholders' equity $ 453,477 $ 517,377 

The accompanying notes are an integral part of the consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(in thousands of U.S. dollars, except per share data) 

For the Years Ended December 31, 
2017 2016 2015 

Revenues: 
Product revenues, net $ 38,729 $ 25,432 $ 
Other revenues 67,218 28,838 21,391 

Total revenues, net 105,947 54,270 21,391 
Costs and expenses: 

Cost of product revenues (exclusive of amortization shown 
13,506 11,765 

separately below) 
Selling, general and administrative 116,572 118,548 50,345 
Research and development 2,324 8,832 8,512 
Amortization of intangible assets 34,323 12,591 
Change in fair value of contingent consideration 35,725 750 
Impairment of intangible assets 4,368 

Total costs and expenses 202,450 156,854 58,857 
Loss from operations (96,503) (102,584) (37,466) 

Interest expense (26,984) (6,141) 
Other income (expense), net 682 5,683 {143) 

Loss before income taxes (122,805) (103,042) (37,609) 
Income tax expense (benefit) 2,400 {642 174 
Net loss $ (125,205) $ (102,978) $ (37,783) 

Basic net loss per common share $ (1.89) $ (1.67) $ (1.16) 
Diluted net loss per common share $ (l.89) $ (1.74) $ (U6) 
Shares used in computing basic net loss per common share 66,389 61,831 32,590 
Shares used in computing diluted net loss per common share 66,389 61,883 32,590 

The accompanying notes are an integral part of the consolidated financial statements. 

F-6 



ARALEZ PHARMACEUTICALS INC. 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME 

(in thousands of U.S. dollars) 

For the Years Ended December 31, 
2017 2016 2015 

Net loss 
Other comprehensive income: 

Foreign currency translation adjustment 
Other comprehensive income (loss) 
Total comprehensive loss 

$ (125,205) $ 

9,482 
9,482 

$ (115,723) $ 

(102,978) $ (37,783) 

4,816 
4,816 

(98,162) _$ __ ..,(3_7.,.,,7_83_) 

The accompanying notes are an integral part of the consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 

(in thousands of U.S. dollars) 

Accumulated 
Other 

Common Additional Comprehensive Accumulated 
Stock Paid-In Caj!ital Income Deficit 

Balance at December 31, 2014 $ 32 143,613 (96,905) 
Exercise of common stock options 1,734 
Payments related to net settlement of stock awards (2,951) 
Issuance of common stock upon vesting of stock 
awards (l) 

Share-based compensation 7,043 
Net loss (37,7832 
Balance at December 31, 2015 33 149,438 (134,688) 
Issuance of common shares in connection with 
Merger with Aralez Canada (33) 115,169 
Issuance of common shares to investors, net of 
equity issue costs 74,866 
Warrants exercised 636 
Payments related to net settlement of stock awards 362 
Share-based compensation 11,865 
Foreign currency translation adjustment 4,816 
Net loss (102,978) 

Balance at December 31, 2016 352,336 4,816 (237,666) 
Payments related to net settlement of stock a\vards 108 
Share-based compensation 11,348 
Foreign currency translation adjustment 9,482 
Net loss (125,2052 

Total 
Shareholders' 

Eguitl: 

46,740 
1.734 

(2,951) 

7,043 
(37,7832 
14,783 

115,136 

74,866 
636 
362 

11,865 
4,816 

(102,978) 
119,486 

108 
11,348 
9,482 

(125,2052 
Balance at December 31, 2017 $ $ 14,298 $ (362,87 l) $ 15,219 

The accompanying notes are an integral part of the consolidated financial statements. 

F-8 



ARALEZ PHARMACEUTICALS INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(in thousands of U.S. dollars) 

For the Years Ended December 31, 
2017 2016 2015 

Operating Activities 
Net loss $ (125,205) $ (102.978) $ (37, 783) 
Adjustments to reconcile net loss to net cash used in operating activities: 

Depreciation and amortization 35,801 12,968 16 
Amortization of debt issuance costs 106 84 
Change in fair value of contingent consideration 35,725 750 
Payment of contingent consideration (144) 4,368 
Gain (loss) on investments in warrants 199 
Unrealized foreign currency transaction (gain) loss (48) (100) 
Gain on sale of property and equipment (272) 200 
Change in fair value of warrants liability (24) (4,744) 
Share-based compensation expense 11,348 11.865 7,043 
Benefit from deferred income taxes 1,066 (3,952) 
Changes in operating assets and liabilities: 

Accounts receivable 4,614 (7,694) (337) 
Inventory (1,811) (819) 
Prepaid expenses and other current assets (1,241) 1.458 (642) 
Accounts payable 14,694 (282) 3.950 
Accrued expenses and other liabilities (2,349) 5,442 10,765 
Other assets (1,046) 
Other, net £297} 

Net cash used in operating activities (28,786) (83,731) (16,789) 

Investing activities 
Acquisitions of businesses, net of cash acquired (217,887) 
Purchases of property and equipment (1,822) (4,166) (240) 
Proceeds from sale of property and equipment 523 
Proceeds from sale of warrants 2,479 
Other ~215:! FIS} 
Net cash used in investing activities (I.514) (222,768) 2,239 

Financing activities 
Proceeds from issuance of convertible debt 275,000 
Proceeds from issuance of common stock 75,000 
Payment of debt and equity issuance costs (778) 
Repayment of convertible note (3,922) 
Payment of contingent consideration (6,341) (35) 
Proceeds from exercise of stock options I warrants 108 2,658 1,735 
Payments related to settlement of stock awards !l,660:! {2,951} 
Net cash (used in) provided by financing activities ~6,2332 346 263 £1,2162 
Net (decrease) increase in cash and cash equivalents (36,533) 39,764 (15,766) 
Effect of change in foreign exchange rates on cash and cash equivalents 482 363 
Cash and cash equivalents at beginning of period 64,943 24,816 40,582 
Cash and cash equivalents at end of period $ 28,892 $ 64,943 $ 24,816 

Supplemental non-cash activities: 
Fair value of assets acquired and liabilities assumed through acquisition 
of business (See Note 3) $ $ 115,136 $ 
Fair value of contingent consideration payable in connection with 
acquisition of business (See Note 3) $ $ 70,400 $ 
Non-cash additions to intangible assets (See Note 6) $ $ 221 $ 
Non-cash additions to property and equipment $ $ 2.828 $ 

Supplemental disclosure of cash flow information: 
Income taxes paid $ 3,310 $ 3,732 $ 
Interest paid $ 24,820 $ 1,547 $ 

The accompanying notes are an integral part of the consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(tabular dollars and shares in thousands, except per share data) 

l. ORGANIZATION, BASIS OF PRESENTATION AND ACCOUNTING POLICIES 

Organization 

Aralez Pharmaceuticals Inc., together \vith its wholly-owned subsidiaries ("Aralez" or the "Company"), is a 
global specialty pharmaceutical company focused on delivering meaningful products to improve patients' lives while 
creating shareholder value by acquiring, developing and commercializing products primarily in cardiovascular and other 
specialty areas. Aralez's global headquarters is located in Mississauga, Ontario, Canada, its U.S. headquarters is located 
in Princeton, New Jersey, United States, and its Irish headquarters is located in Dublin, Ireland. The Company's common 
shares are listed on the NASDAQ Global Market under the trading symbol "ARLZ" and on the Toronto Stock Exchange 
under the trading symbol "ARZ." Aralez was formed for the purpose of facilitating the business combination of POZEN 
Inc., a Delaware corporation ("Pozen"), and Aralez Pharmaceuticals Canada Inc. (fonnerly known as Tribute 
Pharmaceuticals Canada Inc.), a corporation incorporated under the laws of the Province of Ontario, Canada ("Aralez 
Canada"), which closed on February 5, 2016. 

On February 5, 2016, pursuant to an Agreement and Plan of Merger and Arrangement between Aralez 
Pharmaceuticals Inc., Pozen, Aralez Canada and other related parties (as amended, the "Merger Agreement"), Aralez 
completed the acquisition of Aralez Canada by way of a court approved plan of arrangement in a stock transaction with a 
purchase price of $13 7 .6 million made up of (i) $115 .1 million related to Aralez Canada shares, equity awards and 
certain warrants outstanding and (ii) $22.5 million in repayments of Aralez Canada indebtedness. In com1ection with this 
transaction, Pozen and Aralez Canada were combined under and became wholly-owned subsidiaries of Aralez (the 
"Merger"). Pursuant to Rule 12g-3(a) under the Securities Exchange Act of 1934, as amended, Aralez Pharmaceuticals 
Inc. is the successor issuer to Pozen. 

On September 6, 2016, Aralez Phannaceuticals Trading DAC, a wholly-owned subsidiary of Aralcz ("Aralez 
Ireland"), acquired the U.S. and Canadian rights to Zontivity® (vorapaxar), pursuant to an asset purchase agreement (the 
"Zontivity Asset Purchase Agreement") with MSD International GmbH (as successor to Schering-Plough (Ireland) 
Company), an affiliate of Merck & Co., Inc. ("Merck"). 

On October 31, 2016, Aralez Ireland acquired the U.S. rights to Toprol-XL ® (metoprolol succinate) and its 
authorized generic (the "AG", and collectively, the "Toprol-XL Franchise") pursuant to an asset purchase agreement (the 
"Toprol-XL Asset Purchase Agreement") entered into between AstraZeneca AB ("AstraZeneca"), Aralez Ireland and 
Aralez Pharmaceuticals Inc. 

Basis of Presentation and Consolidation 

For financial reporting and accounting purposes, Pozen was the acquirer of Aralez Canada pursuant to the 
Merger in a business combination. The consolidated financial statements for the years ended December 31, 2015 and 
2014 reflect the results of operations and financial position of Pozen, but do not include the results of operations of 
Aralez Canada because the Merger was completed on February 5, 2016. Aralez's results of operations for the year ended 
December 31, 2016 include the results of Aralez Canada from the closing date of the Merger to December 31, 2016. 
Aralez's results of operations for the year ended December 31, 2016 also include the results of Zontivity and the Toprol­
XL Franchise from their respective acquisition dates to December 31, 2016. For more infonnation, see Note 2, "Business 
Agreements". 

Aralez' s consolidated financial statements have been prepared in accordance with accounting principles 
generally accepted in the United States. Such consolidated financial statements reflect all adjustments that are, in 
management's opinion, necessary to present fairly, in all material respects, Aralez's consolidated financial position, 
results of operations, and cash flows. There were no adjustments other than nonnal recurring adjustments. Certain 
reclassifications with respect to the presentation of accrued expenses were made to prior year amounts to confom1 with 
current year presentation. 
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The accompanying consolidated financial statements include the accounts of Aralez. All intercompany balances 
and transactions have been eliminated in consolidation. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles in the 
United States ("GAAP") requires the extensive use of estimates and assumptions that affect the reported amounts of 
assets, liabilities, revenues, expenses and related disclosures. The most significant assumptions are employed in 
estimates used in detennining values of: inventories; long-lived assets, including goodwill, other intangible assets; 
accrued expenses; contingent consideration; income taxes; share-based compensation expense; as well as estimates used 
in accounting for contingencies and revenue recognition. Actual results could differ from these estimates. 

Coneentration of Risk 

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist 
principally of cash and cash equivalents, including money market funds. The Company's investment policy places 
restrictions on credit ratings, maturities, and concentration by type and issuer. The Company is exposed to credit risk in 
the event of a default by the financial institutions holding our cash and cash equivalents to the extent recorded on the 
balance sheet. 

The Company is also subject to credit risk from accounts receivable related to product sales and monitors its 
exposure within accounts receivable and records a reserve against uncollectible accounts receivable as necessary. The 
Company extends credit to pharmaceutical wholesale distributors and specialty pharmaceutical distribution companies, 
primarily in Canada and the United States, and to other international distributors. Customer creditworthiness is 
monitored and collateral is not required. 

Cash and Cash Equivalents 

Cash and cash equivalents consists of cash and short-tenn, interest-bearing instruments with original maturities 
of 90 days or less at the date of purchase. 

Inventory 

Inventories are stated at the lower of cost or net realizable value on a first-in, first-out basis. Cost is determined 
to be the purchase price for raw materials and the production cost, including materials, labor and indirect manufacturing 
costs, for work-in-process and finished goods. The Company analyzes its inventory levels quarterly and writes-down 
inventory that has become obsolete, inventory that has a cost basis in excess of its expected net realizable value, 
inventory in excess of expected sales requirements or inventory that fails to meet commercial sale specifications to cost 
of product revenues. Expired inventory is disposed of and the related costs are written off to cost of product revenues. 

Property, Plant and Equipment 

Fixed assets are stated at cost. Depreciation is provided using the straight-line method based on estimated useful 
lives or, in the case of leasehold improvements, over the lesser of the useful lives or the lease terms. Repairs and 
maintenance costs are expensed as incurred. 

Intangible Assets 

Goodwill 

Goodwill relates to amounts that arose in connection with the acquisitions of Aralez Canada, Zontivity and the 
Toprol-XL Franchise. Goodwill represents the excess of the purchase price over the fair value of the net assets acquired 
when accounted for using the acquisition method of accounting for business combinations. Goodwill is not amortized but 
is evaluated for impairment on an annual basis, in the fourth quarter, or more frequently if an event occurs or 
circumstances change that would more-likely-than-not reduce the fair value of the Company's reporting unit below its 
carrying amount. 
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In-Process Research and Development ('IPR&D ") 

IPR&D acquired in a business combination is capitalized on the Company's consolidated balance sheets at its 
acquisition-date fair value. Until the underlying project is completed, these assets are accounted for as indefinite-lived 
intangible assets and are subject to impairment testing. Once the project is completed, the carrying value of the IPR&D is 
reclassified to other intangible assets, net and is amortized over the estimated useful life of the asset. Post-acquisition 
research and development expenses related to the IPR&D projects are expensed as incurred. The valuation techniques 
utilized in performing the initial valuation of IPR&D or subsequent quantitative impainnent tests incorporate significant 
assumptions and judgments to estimate the fair value. The Company acquired approximately $3.2 million of IPR&D 
assets with the acquisition of Aralez Canada, of which $2.8 million was subsequently reclassified to other intangible 
assets upon receipt of regulatory approval for the related project. 

IPR&D is tested for impairment on an annual basis or more frequently if impairment indicators are present. If 
IPR&D becomes impaired, the carrying value of the IPR&D is written down to its revised fair value with the related 
impairment charge recognized in the period in which the impairment occurs. In the fourth quarter of 2016, the Company 
recorded an impainnent charge of$0.7 million for the remaining carrying value of its IPR&D. This charge is included in 
impainnent of intangible assets on the consolidated statements of operations. As of December 31, 2016, the Company's 
IPR&D was fully written off. 

Other Intangible Assets, net 

Other intangible assets consist of acquired technology rights. The Company amortizes its intangible assets using 
the straight-line method over their estimated economic lives. Costs to obtain, maintain and defend the Company's patents 
are expensed as incurred. The Company will evaluate the potential impairment of other intangible assets if events or 
changes in circun1stances indicate that the carrying amount of the assets may not be fully recoverable or that the useful 
lives of these assets are no longer appropriate. Events giving rise to impairment are an inherent risk in the 
pham1aceutical industry and many factors cannot be predicted. Factors that are considered in deciding when to perfom1 
an impairment review include significant changes in forecasted projections for the asset or asset group for reasons 
including, but not limited to, significant under-performance of a product in relation to expectations, significant changes 
or planned changes in our use of the assets, significant negative industry or economic trends, and new or competing 
products that enter the marketplace. The impairment test is based on a comparison of the undiscounted cash flows 
expected to be generated from the use of the asset group and its eventual disposition to the carrying value of the asset 
group. If impairment is indicated, the asset is written down by the amount by which the carrying value of the asset 
exceeds the related fair value of the asset with the related impairment charge recognized within the statements of 
operations. Such impairment charges may be material to the Company's results. The valuation techniques utilized in 
performing the initial valuation of other intangible assets or subsequent quantitative impairment tests incorporate 
significant assumptions and judgments to estimate the fair value. The use of different valuation techniques or 
assumptions could result in significantly different fair value estimates. An impairment charge of $3. 7 million was 
recorded in the fourth quarter of 2016 relating to the acquired technology rights for one product acquired in the Merger. 
This charge is included in impaim1ent of intangible assets on the Company's consolidated statements of operations. 
There were no impairment charges during the year ended December 31, 2017. 

Contingent Consideration 

Certain of the Company's business acquisitions involve the potential for future payment of consideration that is 
contingent upon the achievement of operational and commercial milestones and royalty payments on future product 
sales. The fair value of contingent consideration liabilities is detem1ined at the acquisition date using unobservable 
inputs. These inputs include the estimated amount and timing of projected cash flows, the probability of success 
(achievement of the contingent event) and the risk-adjusted discount rate used to present value the probability-weighted 
cash flows. Subsequent to the acquisition date, at each reporting period, the contingent consideration liability is 
remeasured at current fair value with changes recorded in the consolidated statements of operations. Changes in any of 
the inputs may result in a significantly different fair value adjustment. 

Revenue Recognition 

Principal sources of revenue are (i) net revenues from sales of Zontivity and the Toprol-XL Franchise, (ii) 
product sales from the product portfolio acquired in the Company's acquisition of Aralez Canada, and (iii) royalty 
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revenues from sales ofVimovo')l, by the Company's commercialization partners. In all instances, revenue is recognized 
only when the price is fixed or determinable, persuasive evidence of an arrangement exists, delivery has occurred or 
services have been rendered, and collectibility of the resulting receivable is reasonably assured. 

Product Revenues, net 

The Company's products are distributed through a limited number of specialty distributors, specialty pharmacy 
providers and wholesalers in the US. and Canada (each a "Customer", or collectively, its "Customers"). These 
Customers subsequently resell the Company's products to healthcare providers, pharmacies and patients. In addition to 
distribution agreements with Customers, the Company enters into arrangements with payors that provide for 
government-mandated and/or privately-negotiated rebates, chargebacks and discounts with respect to the purchase of the 
Company's products. 

Except for Yosprala and the Toprol-XL Franchise, which are described below, the Company recognizes gross 
revenues from sales of its products when the Customer obtains control of the Company's product, which occurs at a 
point in time, typically upon delivery to the Customer. The Company establishes reserves based on estimates of amounts 
for rebates, chargebacks, discounts, distributors fees, and returns and allowances earned or to be claimed on the related 
sales and are classified as reductions of accounts receivable (if the amount is payable to the Customer) or a current 
liability (if the amount is payable to a party other than a Customer). On March 31, 2017, the Company began recognizing 
gross revenues and cost of product revenues from sales of Zontivity. Previously, revenues from sales of Zontivity were 
recognized in other revenues, net of related cost of product revenues and fees paid to Merck under a transition services 
agreement in effect through March 31, 2017. Product sales from Fibricor® are also recorded on a gross basis. 

In November 2017, the Company entered into the Lannett-Toprol-XL AG Agreement with Larmett Company, 
Inc. pursuant to which the Company supplies, and Lannett distributes, the Toprol-XL authorized generic product in the 
United States. Under the Lannett-Toprol-XL AG Agreement, the Company recognized gross revenues and cost of 
product revenues from sales of the Toprol-XL AG. All other sales of the Toprol-XL Franchise products during the year 
ended December 31, 2017 were recorded in other revenues as more fully described below. 

Revenues from the sale of Yosprala in the United States are recorded on a sell through method since the 
Company does not have sufficient historical data to estimate returns. As such, the Company defers revenue and costs of 
inventory for all Yosprala products shipped to wholesalers in the United States until the product is sold through to the 
end customer. 

All of the Company's products have a returns policy that allows the customer to return pharmaceutical products 
\vithin a specified period of time both prior to and subsequent to the product's expiration date. The Company's estimate 
of the provision for returns is analyzed quarterly and is based upon many factors, including historical data of actual 
returns and analysis of the level of inventory in the distribution channel, if any. The Company believes that the reserves 
it has established are reasonable based upon current facts and circumstances. Applying different judgments to the same 
facts and circumstances could result in the estimated amount for reserves to vary. If actual results vary with respect to the 
Company's reserves, the Company may need to adjust its estimates, which could have a material effect on the 
Company's results of operations in the period of adjustment. To date, such adjustments have not been material. 

Other Revenues 

Other revenues includes net revenues from the Toprol-XL Franchise, which was acquired on October 31, 2016 
and sold by AstraZeneca on the Company's behalf under a transition services agreement from the acquisition date 
through December 31, 2017. The Company establishes reserves based on estimates of amounts for rebates, chargebacks, 
discounts, distributors fees, and returns and allowances earned or to be claimed on the related sales based on information 
provided by AstraZeneca in accordance with the Toprol-XL Asset Purchase Agreement. The Company recorded these 
revenues net of related cost since the Company was not the principal in the arrangement and the Company recorded this 
revenue similar to a royalty arrangement through December 31, 2017 (other than sales under the Lannett Toprol-XL AG 
Agreement, as described above). Beginning on January l, 2018, the Company is deemed to be the principal in the sales 
and marketing of these products, and as such it will recognize gross revenues and cost of product revenues from the sales 
of the Toprol-XL Franchise, which are classified as product revenues, net and cost of product revenues during 2018. 
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The Company believes that the reserves it has established are reasonable based upon current facts and 
circumstances and contractual terms. Applying different judgments or interpretations to the same facts and circumstances 
could result in the estimated amount for reserves to vary. If actual results vary with respect to the Company's reserves, 
the Company may need to adjust its estimates, which could have a material effect on the Company's results of operations 
in the period of adjustment. To date, such adjustments have not been material. 

Additionally, other revenues also include net revenues from sales of Zontivity until March 31, 2017, recognized 
net of related cost of product revenues and fees paid to Merck under a transition services agreement in effect through 
March 31, 2017. On March 31, 2017, the Company began recognizing gross revenues and cost of product revenues from 
sales of Zontivity, which are classified as product revenues, net and cost of product revenues. 

Other revenues also include revenues from licensing arrangements with other biopharmaceutical companies, 
including license fee payments, milestones payments and royalties. Revenue from license fee payments, milestone 
payments and royalties are recognized when the Company has fulfilled its performance obligations under the terms of its 
contractual agreements, has no future obligations, and the amount of the license fee payment, milestone payment or 
royalty fee is determinable. Royalty revenue that is reasonably estimable and determinable is recognized based on 
estimates utilizing information reported to the Company by its commercialization partners. 

Income Taxes 

The Company accounts for income taxes using the liability method in accordance with Financial Accounting 
Standards Board ("FASB") Accounting Standards Codification ("ASC"), Topic 740, "Income Taxes" ("ASC 740"). 
Deferred tax assets and liabilities are determined based on temporary differences between financial reporting and tax 
basis assets and liabilities and are measured by applying enacted rates and laws to taxable years in which differences are 
expected to be recovered or settled. Further, the effect on deferred tax assets and liabilities of a change in tax rates is 
recognized in income in the period that the rate changes. A valuation allowance is required when it is "more-likely-than­
not" that all or a portion of deferred tax assets will not be realized. Since the Company's inception, substantial 
cumulative losses have been incurred and substantial and recurring losses may be incurred in future periods. The 
utilization of the loss carryforwards to reduce future income taxes will depend on the Company's ability to generate 
sufficient taxable income prior to the expiration of the loss carryforwards. In addition, the maximum annual use of net 
operating loss and research credit carryforwards is limited in certain situations where changes occur in stock ownership. 

Aralez files federal and state income tax returns, as applicable, with the tax authorities in various jurisdictions 
including Canada, Ireland and the United States. Pozen is no longer subject to U.S. federal or North Carolina state 
income tax examinations by tax authorities for years before 2014. Aralez Canada is no longer subject to Canadian 
income tax examinations by tax authorities for years before 2011. However, the loss and credit carryforwards generated 
by Pozen and Aralez Canada may still be subject to change to the extent these losses and credits are utilized in a year that 
is subject to examination by tax authorities. 

On December 22, 2017, the U.S. government enacted comprehensive tax legislation, referred to as the Tax Cuts 
and Jobs Act (the "Tax Act"), which significantly revises U.S. tax law by, among other provisions, lowering the U.S. 
federal statutory corporate income tax rate from 3 5% to 21 %, imposing a mandatory one-time transition tax on previously 
deferred foreign earnings, and eliminating or reducing certain income tax deductions. 

ASC 740, Income Taxes requires the effects of changes in tax laws to be recognized in the period in which the 
legislation is enacted. However, due to the complexity and significance of tlie Tax Act's provisions, tlie SEC staff issued 
SAB 118, which allows companies to record the tax effects of the Tax Act on a provisional basis based on a reasonable 
estimate, and then, if necessary, subsequently adjust such amounts during a limited measurement period as more 
information becomes available. The measurement period ends when a company has obtained, prepared, and analyzed the 
information necessary to finalize its accounting, but cannot extend beyond one year from enactment. 

The Tax Act did not have a material impact on the Company's financial statements since the Company's deferred 
temporary differences are fully offset by a valuation allowance and the Company does not have any significant off shore 
earnings from which to record the mandatory transition tax. However, given the significant complexity of the Tax Act, 
anticipated guidance from the U.S. Treasury about implementing the Tax Act, and the potential for additional guidance 
from the SEC or the FASB related to the Tax Act, these estimates may be adjusted during the measurement period. The 
proYisional amounts disclosed in the Company's footnotes were based on the its present interpretations of the Tax Act and 
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current available information, including assumptions and expectations about future events, such as its projected financial 
performance, and are subject to further refinement as additional information becomes available and further analyses are 
completed. The Company continues to analyze the changes in certain income tax deductions, assess calculations of 
earnings and profits in certain foreign subsidiaries, including if those earnings are held in cash or other assets and gather 
additional data to compute the full impacts on the Company's deferred and current tax assets and liabilities. 

ASC 7 40 prescribes a comprehensive model for how a company should recognize, measure, present and 
disclose in its financial statements uncertain tax positions that the company has taken or expects to take on a tax return, 
including a decision whether to file or not file a return in a particular jurisdiction. The financial statements reflect 
expected future tax consequences of such positions presuming the taxing authorities' full knowledge of the position and 
all relevant facts. The Company recognizes any interest and penalties accrued related to unrecognized tax benefits as 
income tax expense. 

Share-Based Compensation 

The Company expenses the fair value of employee share-based compensation over the employees' service 
periods, which are generally the vesting period of the equity award. For awards with performance conditions granted, the 
Company recognizes compensation cost over the expected period to achieve the perfonnance conditions, provided 
achievement of the performance conditions are deemed probable. Awards with market-based conditions are expensed 
over the service period regardless of whether achievement of the market condition is deemed probable or is ultimately 
achieved. Compensation expense is measured using the fair value of the award at the grant date. 

In order to determine the fair value of option awards on the grant date, the Company uses the Black-Scholes 
option pricing model. Inherent in this model are assumptions related to expected share price volatility, estimated option 
life, risk-free interest rate and dividend yield. The expected share price volatility assumption is based on the historical 
volatility of the Company's common shares, which is obtained from public data sources. The expected life represents the 
weighted average period of time that share-based awards are expected to be outstanding giving consideration to vesting 
schedules, historical exercise patterns and post-vesting cancellations for terminated employees that have been exhibited 
historically, adjusted for specific factors that may influence future exercise patterns. The risk-free interest rate is based 
on factual data derived from public sources. The Company uses a dividend yield of zero as it has no intention to pay cash 
dividends in the foreseeable future. For perfonnance-based awards with market conditions, the Company uses a Monte 
Carlo simulation model to detennine the fair value of awards on the date of grant. 

Determining the appropriate amount to expense for awards with performance conditions based on the 
achievement of stated goals requires judgment, including forecasting future performance results. The estimate of expense 
is revised periodically based on the probability of achieving the required perfomiance targets and adjustments are made 
as appropriate. The cumulative impact of any revisions is reflected in the period of change. If any applicable financial 
performance goals are not met, no compensation cost is recognized and any previously recognized compensation cost is 
reversed. 

In the first quarter of 2017, the Company adopted Accounting Standards Update ("ASU") 2016-09, 
Compensation Stock Compensation (Topic 718), ("ASU 2016-09"). As a result of the adoption of ASU 2016-09, the 
Company recognizes, on a prospective basis, the impact of forfeitures when they occur, with no adjustment for estimated 
forfeitures, and recognizes excess tax benefits as a reduction of income tax expense regardless of whether the benefit 
reduces income taxes payable. Additionally, the Company now recognizes the cash flow impact of such excess tax 
benefits in operating activities in its consolidated statements of cash flows. The classification of excess tax benefits on 
the statement of cash flows for the prior period have not been adjusted. There was no net impact on the Company's 
opening accumulated deficit upon application of this guidance using the modified retrospective transition method as the 
total cumulative-effect adjustment for previously deferred excess tax benefits was offset by a related change in the 
valuation allowance. 

Fair Value Measurements 

The accounting standard for fair value measurements defines fair value, establishes a framework for measuring 
fair value in accordance with GAAP, and requires detailed disclosures about fair value measurements. Under this 
standard, fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The valuation techniques are based on observable and 
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unobservable inputs. Observable inputs reflect readily obtainable data from independent sources, while unobservable 
inputs reflect certain market assumptions. This standard classifies these inputs into the follmving hierarchy: 

• Level 1 Inputs - Quoted prices for identical instruments in active markets. 
• Level 2 Inputs - Quoted prices for similar instruments in active markets; quoted prices for identical or similar 

instruments in markets that are not active; and model-derived valuations whose inputs are observable or whose 
significant value drivers are observable. 

• Level 3 Inputs - Instrnments with primarily unobservable value drivers. 

The fair value hierarchy level is determined by asset class based on the lov;est level of signifieant input. In 
periods of market inactivity, the observability of prices and inputs may be reduced for eertain instruments. This condition 
could cause an instrument to be reclassified between levels. 

The earrying amount of cash and cash equivalents approximates its fair value due to the short-term nature of 
these amounts. The warrants liability was previously carried at fair value and was included within other current liabilities 
on the consolidated balance sheet at December 31, 2016, however, the warrants associated with the warrants liability 
expired in May 2017. The significant unobservable inputs used in the fair value measurement of the Company's warrants 
liability, which used a Black-Scholes valuation model, included the volatility of the Company's eommon shares and the 
expected term. The contingent consideration liability is also carried at fair value, and is recorded as separate short and 
long-term balances on the consolidated balance sheet at December 31, 2017. The significant unobservable inputs used in 
the fair value measurement of the Company's contingent consideration liability include the estimated amount and timing 
of projected cash flows, the probability of success (achievement of the contingent event) and the risk-adjusted discount 
rate used to present value the probability-weighted cash flows. The use of different inputs in the valuation of the 
contingent consideration liability could result in materially different fair value estimates. 

Advertising Costs 

The Company expenses advertising costs as incurred and is included in selling, general and administrative 
expense in the consolidated statements of operations. Advertising costs were approximately $16.3 million, $12.2 million 
and $1. l million for the years ended December 31, 2017, 2016 and 2015, respectively. 

Foreign Currency 

The Company's reporting currency is the U.S. dollar. The assets and liabilities of subsidiaries that have a 
functional currency other than the U.S. dollar, primarily the Canadian dollar, are translated into U.S. dollars at the 
exchange rates in effect at the balance sheet date with the results of operations of subsidiaries translated at average 
exchange rates for the period. The cumulative foreign currency translation adjustment is recorded as a component of 
accunmlated other comprehensive income within shareholders' equity. 

Transactions in foreign currencies are remeasured into the functional eurrency of the relevant subsidiary at the 
exchange rate in effect at the date of the transaction. Any monetary assets and liabilities arising from these transactions 
are translated into the functional currency at exchange rates in effect at the balance sheet date or on settlement. Resulting 
gains and losses are recorded in other income (expense), net within the consolidated statements of operations. 

Accumulated Other Comprehensive Income 

The Company is required to present, either on the faee of the statement where net income (loss) is presented, in 
a separate statement of comprehensive income or in the notes, signifieant amounts reclassified out of aeeumulated other 
comprehensive income (loss) by the respective line items of net income. There were no amounts reclassified out of 
accumulated other eomprehensive ineome (loss) for the years ended December 3 1, 2017, 2016 and 2015. Other 
comprehensive income for the year ended December 31, 2017 related to foreign currency translation adjustments. 

Recent Accounting Pronouncements 

In May 2014, the FASB issued ASU 2014-09, Revenue fi·om Contracts with Customers (Topic 606), which 
requires revenue recognition based on the transfer of promised goods or services to eustomers in an amount that reflects 
consideration Aralez expects to be entitled to in exchange for goods or services. In August 2015, the FASB issued 
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updated guidance deferring the effective date of the revenue recognition standard. The new rules supersede prior revenue 
recognition requirements and most industry-specific accounting guidance. In March, April and May 2016, the FASB 
issued additional updated guidance, which clarifies certain aspects of the ASU and the related implementation guidance 
issued by the FASB-IASB Joint Transition Resource Group for Revenue Recognition. The ASU is effective for Aralez in 
the first quarter of 2018, with either full retrospective or modified retrospective application required. 

Under Topic 606, an entity recognizes revenue when its customer obtains control of promised goods or services, in an 
amount that reflects the consideration which the entity expects to receive in exchange for those goods or services. To 
determine revenue recognition for arrangements that an entity detennines are within the scope of Topic 606, the entity 
perfonns the following five steps: (i) identify the contract(s) with a customer; (ii) identify the perfonnance obligations in the 
contract; (iii) detennine the transaction price; (iv) allocate the transaction price to the perfonnance obligations in the contract 
and ( v) recognize revenue when (or as) the entity satisfies a perfonnance obligation. Topic 606 also impacts certain other 
areas, such as the accounting for costs to obtain or fulfill a contract. The standard also requires disclosure of the nature, 
amount, timing, and uncertainty of revenue and cash flows arising from contracts with customers. 

The Company adopted this new standard effective January 1, 2018, using the modified retrospective transition 
method. Under this method, the Company would employ retrospective application with the cumulative effect of initially 
applying the guidance recognized at the date of initial application. The Company will be required to provide significant 
additional disclosures about the Company's revenue recognition policies in the notes to the consolidated financial 
statements upon adoption. 

The Company analyzed the impacts of ASU No. 2014-09 on its revenue streams, specifically focusing on (i) 
revenues from the sale of its products, and (ii) royalty revenues. The Company reviewed its accounting policies and 
practices to identify potential differences that would result from applying the guidance. The Company has assessed its 
customer contracts throughout 2017 and any impact the standard will have on its prncesses, systems and controls. The 
Company's assessment of the impacts of ASU No. 2014-09 detennined that the adoption of the guidance did not have a 
material impact on the timing or measurement of the Company's revenue recognition. One of the most significant 
changes under the new guidance relates to the recognition of variable consideration. The new guidance requires the 
Company to estimate variable consideration and include in revenue amounts for which is it probable that a significant 
revenue reversal will not occur. For the majority of the Company's product revenues, the Company already makes these 
estimates using the expected value method in its sell in revenue recognition model. The adoption of Topic 606 will not 
have a significant impact on the Company's sell in revenue recognition model. 

Under current GAAP, revenue recognition is deferred until the transaction price is fixed or determinable. The 
Company only has one product, Y osprala, where it lacks sufficient history to make reasona hie and reliable estimates of 
the transaction price (returns, rebates, chargebacks, etc.) and, as such, defers revenues and costs of inventory for this 
product shipped to wholesalers in the United States until the product is sold through to the end customer. Under ASC 
606, the Company will be required to estimate variable consideration when there is a "high degree of confidence" that a 
significant revenue reversal will not occur in a subsequent reporting period. However, if the possibility of significant 
revenue reversal in a subsequent reporting period exists, revenue deferral is appropriate until such time the uncertainty, 
or estimate constraint, associated with the variable consideration is subsequently resolved. In the case of the product 
using the sell through method of revenue recognition, this uncertainty still existed at December 31, 2017. As such, the 
Company will apply a significant estimate constraint related to its variable consideration for this product until such time 
as this uncertainty is resolved. The adoption of Topic 606 will not have a significant impact on the related revenue 
recognition for this product since the revenue and cost of inventory amounts deferred as of December 31, 2017 are not 
significant. 

Under Topic 606, the Company's royalty revenue streams are to be recognized at the later of when (1) the sales 
occurs or (2) the performance obligation to which some or all of the sale-based royalty has been allocated is satisfied in 
whole or in part. In regards to the Company's royalty revenues, recognition would occur when the sales occur, which is 
consistent with current GAAP, and therefore the adoption of Topic 606 will not impact the Company's royalty revenue 
streams. 

Finally, Topic 606 requires more robust disclosures than required by previous guidance, including disclosures 
related to disaggregation of revenue into appropriate categories, performance obligations, the judgements made in 
revenue recognition determinations, adjustments to revenue which relate to activities from previous quarters or years, 
any significant reversals of revenue, and costs to obtain or fulfill contracts. 
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In August 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update 
(ASU) No. 2014-15, Presentation of Financial Statements-Going Concern (Subtopic 205-40): Disclosure of 
Uncertainties about an Entity's Ability to Continue as a Going Concern, which defines management's responsibility to 
assess an entity's ability to continue as a going concern, and to provide related footnote disclosures if there is substantial 
doubt about its ability to continue as a going concern. The new standard is effective for the annual period ending after 
December 15, 2016, and for interim periods thereafter. The Company adopted ASU 2014-15 in the fourth quarter of 
2016, which resulted in no change to the Company's financial statements. Additionally, the Company is required to 
perform quarterly evaluations to identify current conditions which may raise substantial doubt about the entity's ability 
to continue as a going concern within one year after the date that the financial statements are issued. 

Since the Merger in February 2016, the Company has incurred significant net losses. The Company incurred a 
net loss of $125 .2 million for the year ended December 31, 2017. The Company's net cash used in its operating 
activities was $28.8 million during the year ended December 31, 2017. The Company's ability to become profitable 
and/or to generate positive cash from operations depends upon, among other things, its ability to generate revenues from 
sales of its products and prudently manage its expenses. New sources of product revenue have only recently been 
approved, in the case of Blexten in Canada, or acquired by the Company, in the case of Zontivity in the United States 
and Canada and the Toprol-XL Franchise in the United States. If the Company does not generate sufficient product 
revenues, or prudently manage its expenses, its business, financial condition, cash flows and results of operations could 
be materially and adversely affected. 

As noted in its liquidity disclosure, the Company's principal sources of liquidity are the operating income of 
Aralez Canada; sales from the Toprol-XL Franchise, Zontivity, and Fibricor and its authorized generic; cash generated 
from the royalty payments received from our commercialization partners for net sales of Vimovo; and the financings 
completed on February 5, 2016 and October 31, 2016. The Company's principal liquidity requirements are for working 
capital; our debt service requirements; operational expenses; commercialization activities for products, including 
Zontivity, the Toprol-XL Franchise, Fibricor and the Company's Canadian product portfolio, and product candidates; 
contractual obligations, including any royalty and milestone payments that will or may become due; and capital 
expenditures. As of December 31, 2017, the Company had approximately $28.9 million of cash and cash equivalents 
which, together with cash expected to be generated from its business, it currently believes is sufficient to fund its 
operations for at least the next twelve months from March 13, 2018, the filing date of these mmual financial statements 
on Form 10-K, including its principal liquidity requirements set forth above. 

During 2017, we announced and/or implemented a number of cost savings initiatives designed to streamline our 
business, deliver profitability and support growth, as well as extend our cash runway. The cost-savings initiatives 
announced and/or implemented in 2017 are expected to result in a leaner and more effective performance-oriented 
operating model. These cost savings initiatives included a 32% reduction in its US. sales force and realignment of 
certain financial resources to support the launch of Zontivity, together with a significant decrease in marketing spend on 
Yosprala and other cost reductions across the business to attain profitability and enhance its liquidity position. In 
addition, the Company is continuing to explore and evaluate strategic business opportunities to enhance longer term 
liquidity, including by any combination of debt refinancing, additional cost savings initiatives and/or proceeds­
generating transactions. There can be no assurances that these other initiatives will be available on reasonable terms, or 
at all. If the Company is not successful with respect to the initiatives described above, or if the Company's future 
operations fail to meet its current expectations (including as a result of increased generic competition with respect to the 
Toprol-XL Franchise), the Company's projected future liquidity may be limited, which may impact its assessment under 
this accounting standard in the future and could materially and adversely affect its business, financial condition, cash 
flows and results of operations. 
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In January 2017, the FASB issued ASU 2017-04, Intangibles-Goodwill and Other (Topic 350): Simplifying the 
Test for Goodwill Impairment. The amended guidance eliminates a step from the goodwill impairment test. Under the 
amended guidance, an entity should perform its annual or interim goodwill impairment test by comparing the fair value 
of a reporting unit with its carrying amount. An entity would recognize an impairment charge for the amount by which 
the carrying amount exceeds the reporting unit's fair value: however, the loss recognized should not exceed the total 
amount of goodwill allocated to that reporting unit. The Company adopted this new guidance in the fourth quarter of 
2017. The adoption of ASU 2017-04 did not have any impact on its consolidated financial statements upon adoption of 
this new guidance. 

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flo-ws (Topic 230): Classification of 
Certain Cash Receipts and Cash Payments, providing additional guidance on eight specific cash flow classification 
issues. The goal of the ASU is to reduce diversity in practice of classifying certain items. The amendments in the ASU 
are effective for Aralez in the first quarter of 2018 using a retrospective transition method, and early adoption is 
pennitted. The Company does not expect the adoption to have a material impact on its consolidated financial statements. 

In January 2017, the FASB issued ASU 2017-01, Business Combinations (Topic 805): Clarifaing the Definition 
of a Business, in an effort to clarify the definition of a business with the objective of adding guidance to assist entities 
with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The 
amendments of this ASU are effective for Aralez in the first quarter of 2018 on a prospective basis and early adoption is 
permitted. The Company does not expect the adoption to have a material impact on its consolidated financial statements. 

In January 2016, the FASB issued ASU 2016-01, Finm1cial Instruments-Overall (Subtopic 825-10), which 
requires equity investments to be measured at fair value with changes in fair value recognized in net income. It allows an 
entity to choose to measure equity investments that do not have readily detenninable fair values at cost minus 
impairment. It also simplifies the impairment assessment of equity investments without readily detenninable fair values 
and eliminates the requirements to disclose the methods used to estimate fair value for instruments measured at 
amortized cost on the balance sheet. The amendments in the ASU are effective for Aralez in the first quarter of 2018. 
The Company does not expect the adoption to have a material impact on its consolidated financial statements. 

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes current lease 
accounting guidance. The primary difference between current GAAP and the new standard is the recognition of lease 
assets and lease liabilities by lessees for those leases classified as operating leases under current GAAP. The standard 
requires a modified retrospective approach upon adoption, with practical expedients that may be available to elect. The 
standard is effective for Aralez in the first quarter of 2019 and early adoption is pennitted. The Company is evaluating 
the impact of the ASU on its consolidated financial statements. 

2. BUSINESS AGREEMENTS 

Agreements with AstraZeneca for Toprol-XL 

On October 31, 2016, Aralez Ireland acquired the U.S. rights to the Toprol-XL Franchise pursuant to the 
Toprol-XL Asset Purchase Agreement. Toprol-XL is a cardioselective beta-blocker indicated for the treatment of 
hypertension, alone or in combination with other antihypertensives, the long term treatment of angina pectoris and 
treatment of stable, symptomatic (NYHA class II or III) heart failure of specific origins. In July 2017, AstraZeneca, 
Aralez Ireland and Aralez Pharmaceuticals Inc. entered into an amendment to the Toprol-XL Asset Purchase Agreement 
pursuant to which (1) the milestone payments payable under the Toprol-XL Asset Purchase Agreement were deferred 
and extended, and (2) the definition of net sales was amended. The purchase price under the Toprol-XL Asset Purchase 
Agreement, as amended, consists of (i) a payment of $17 5. 0 million by Aralez Ireland to AstraZeneca, which was made 
on the closing date of the Toprol-XL acquisition; (ii) certain milestone payments payable by Aralez Ireland subsequent 
to the closing of the acquisition, which the Company is obligated to pay in quarterly installments of approximately $5.6 
million for eight consecutive quarters beginning in the second quarter of 2019 due to the occurrence of certain milestone 
events based on the ammal aggregate net sales of the Toprol-XL Franchise and other contingent events; (iii) certain other 
milestone payments of up to an additional $3 .0 million in the event the Company exceeds net sales thresholds for the 
Toprol-XL Franchise of $125 million and $135 million in a year; (iv) royalty payments of (A) 15% of total quarterly net 
sales of branded Toprol-XL and any other authorized or owned generic version ofToprol-XL that is marketed, 
distributed or sold by Aralez, and (B) 15% of quarterly net sales of the current or any other third party authorized 
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generic, but for purposes of royalty payments and clause (B) only, net sales do not include the supply price paid for the 
current or other third party authorized generic by Aralez Ireland to AstraZeneca under the supply agreement entered into 
between Aralez Ireland and AstraZeneca in respect of the applicable period and (v) a payment for the value of the 
finished inventory of Toprol-XL and the AG at closing of the Toprol-XL acquisition, not to exceed a cap specified in the 
Toprol-XL Asset Purchase Agreement. 

On October 31, 2016, in connection with the Toprol-XL acquisition, Aralez Ireland entered into a Supply 
Agreement (the "Toprol-XL Supply Agreement") with AstraZeneca Pursuant to the tcnm of the Toprol-XL Supply 
Agreement and except as otherwise expressly set forth therein, AstraZeneca will be the exclusive manufacturer and 
supplier to Aralez Ireland ofToprol-XL and the AG, each in finished bottled fom1 for exploitation and 
commercialization in the United States. The initial term of the Toprol-XL Supply Agreement is 10 years (the "Toprol­
XL Supply Initial Term"). The Toprol-XL Supply Agreement will continue indefinitely following the expiration oftl1e 
Toprol-XL Supply Initial Term unless tenninated in accordance with its terms. Except in the case of certain uncured 
material breaches of the Toprol-XL Supply Agreement by Aralez Ireland or certain insolvency related events affecting 
Aralez Ireland, AstraZeneca may not tenninate the Toprol-XL Supply Agreement unless it satisfies certain conditions 
related to, among other things, the transfer of technology. In addition to termination rights upon certain uncured material 
breaches of the Toprol-XL Supply Agreement by AstraZeneca or certain insolvency related events affecting 
AstraZeneca, Aralez Ireland may terminate the Toprol-XL Supply Agreement at any time following the Toprol-XL 
Supply Initial Term upon providing 12 months prior written notice to AstraZeneca. AstraZeneca also provided certain 
transition services to Aralez Ireland through December 31, 20I 7 to facilitate the transition of the supply, sale and 
distribution of Toprol-XL and the AG, in exchange for compensation specified in the transition services agreement. 

Agreement with the United States Government Regarding Toprol-XL 

On February 23, 20I 7, Aralez Pharmaceuticals US Inc. ("Aralez US"), a Delaware company and a wholly­
owned, indirect subsidiary of Aralez Pharmaceuticals Inc., entered into a Novation Agreement (the "Novation 
Agreement") with AstraZeneca Phamwceuticals LP ("AstraZeneca LP") and the United States of America (the 
"Government") pursuant to which all of the rights and responsibilities of AstraZeneca LP under that certain VA National 
Contract signed February I I, 20 I 6 and effective April 2 9, 20 I 6 between AstraZeneca LP and the Govermnent were 
novated to Aralez US (as novated, the "VA Contract"). The Novation Agreement was entered into pursuant to the 
Toprol-XL Asset Purchase Agreement. 

Under the VA Contract, Aralez US provides all requirements of certain pharmaceutical products containing 
metoprolol succinate as the active pharmaceutical ingredient at fixed prices for the U.S. Department of Veterans Affairs 
and certain other United States federal government agencies. The VA Contract had an initial one-year term expiring 
April 28, 20 I 7, renewable at the option of the Government for four successive additional one year terms. On April 6, 
20 I 7, Aralez US and the Govermnent entered into a Modification of Contract with respect to the VA Contract, pursuant 
to which the Government exercised its first renewal option under the VA Contract, extending the term of the VA 
Contract by one year to April 28, 20 I 8 with reduced pricing for the duration thereof. The VA Contract is terminable at 
tl1e convenience oftl1e Government at any time. 

Agreements with Merck/or Zontivity 

On September 6, 20I6, Aralez Ireland acquired the U.S. and Canadian rights to Zontivity, pursuant to the 
Zontivity Asset Purchase Agreement with Merck. Zontivity represents an addition to the Company's product portfolio in 
cardiovascular disease and is the first and currently the only approved therapy shown to inhibit the protease-activated 
receptor- I (PAR- I), the primary receptor for thrombin, which is considered to be the most potent activator of platelets. 
The purchase price for Zontivity consists of (i) a payment of $25.0 million by Aralez Ireland to Merck, which was made 
on the closing date of the acquisition, (ii) certain milestone payments payable by Aralez Ireland subsequent to the closing 
of the acquisition upon the occurrence of certain milestone events based on the annual aggregate net sales of Zontivity, 
any combination product containing vorapaxar sulphate and one or more other active pharmaceutical ingredients or any 
line extension thereof, which in no event will exceed $80 million in the aggregate, and (iii) royalty payments in the low 
double digits based on the annual aggregate net sales of Zontivity, any combination product containing vorapaxar 
sulphate and one or more other active pharmaceutical ingredients or any line extension thereof. 

Pursuant to the terms of the Zontivity Asset Purchase Agreement and certain ancillary agreements entered into 
in connection with the Zontivity acquisition, Merck has agreed to supply Zontivity to Aralez Ireland for a period of up to 
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three years following the elosing of the aequisition (although the packaging component has now been transferred to the 
Company's third party provider). Merek also provided certain transition services to Aralez Ireland following the elosing 
of the Zontivity acquisition through March 31, 2017 to facilitate the transition of the supply, sale and distribution of 
Zontivity, including distributing Zontivity on behalf of Aralez Ireland in exchange for compensation specified in the 
transition services agreement. In addition, in connection with the foregoing transactions, Merck granted Aralez Ireland, 
among other things, (i) an exclusive and royalty-free license to certain trademarks solely to exploit Zontivity in the U.S. 
and Canada and their respective territories, and (ii) an exclusive and royalty-free lieense to certain know-how solely in 
connection with the manufacture of Zontivity for exploitation in the U.S. and Canada and their respective territories. 

Agreement with AstraZeneca!H orizon regarding Vinwvo "'' 

In August 2006, the Company entered into a collaboration and license agreement, effective September 7, 2006 
(the "Original AZ Agreement"), with AstraZeneca regarding the development and commercialization of proprietary 
fixed dose combinations of the proton pump inhibitor ("PPI") esomeprazole magnesium with the non-steroidal anti­
inflammatory drug ("NSAID") naproxen in a single tablet for the management of pain and inflammation associated with 
conditions such as osteoarthritis and rheumatoid arthritis in patients who are at risk for developing NSAID-associated 
gastric ulcers. Under the tenns of the Original AZ Agreement, the Company granted to AstraZeneca an exelusive, fee­
bearing license, in all countries of the world except Japan, under the Company's patents and know-how relating to 
combinations of gastroprotective agents and NSAIDs (other than aspirin and its derivatives). The Company developed 
Vimovo with AstraZeneca pursuant to this collaboration arrangement, with AstraZeneca responsible for 
commercialization of Vimovo. 

During 2013, AstraZeneca decided to cease promotion and sampling of Vimovo in certain countries, including 
the United States and all countries in Europe, other than Spain and Portugal, which have pre-existing contractual 
relationships with third parties. In November 2013, AstraZeneca divested of all of its rights, title and interest to develop, 
commercialize and sell Vimovo in the United States to Horizon Pharma USA, Inc. ("Horizon"). In connection with this 
divestiture, in November 2013, the Company and AstraZeneca entered into an Amended and Restated Collaboration and 
License Agreement for the United States (the "U.S. Agreement") and an Amended and Restated License and 
Collaboration Agreement for outside the United States and Japan (the "ROW Agreement"), which agreements 
collectively amended and restated the Original AZ Agreement (as amended prior to the date of the U.S. Agreement and 
ROW Agreement). With the Company's consent pursuant to a letter agreement among the Company, AstraZeneca and 
Horizon, AstraZeneca subsequently assigned the U.S. Agreement to Horizon in connection with the divestiture. Further, 
the letter agreement establishes a process for AstraZeneca and Horizon to determine if certain sales milestones are 
achieved on a global basis and provides other elarifications and modifications required as a result of the contractual 
framework implemented among, or as otherwise agreed by, the parties. An additional $260.0 million is potentially 
payable to the Company if such sales milestones are achieved, however, these sales milestones are not currently expected 
to be achieved. 

Under the U.S. Agreement, Horizon is obligated to pay the Company a 10% royalty on net sales of Vimovo and 
certain otl1er products covered thereby in the United States. Pursuant to an amendment of the U.S. Agreement (the 
"Amendment to the U.S. Agreement") between the Company and Horizon, the Company is guaranteed an annual 
minimum royalty amount of $7 .5 million each calendar year, provided that the patents owned by the Company which 
cover such products are in effect and certain types of competing products are not in the marketplace. The Amendment to 
the U.S. Agreement also provides that Horizon has assumed AstraZeneca's right to lead the on-going Paragraph IV 
litigation relating to Vimovo currently pending in the United States District Court for the District of New Jersey and will 
assume all patent-related defense costs relating to such litigation, including reimbursement up to specified amounts of 
the cost of any counsel retained by us, amends certain time periods for Horizon's delivery of quarterly sales reports to 
the Company, and provides for quarterly update calls between the parties to discuss performance ofVimovo and 
Horizon's commercialization efforts. In February 2018, the Company entered into a second amendment to the U.S. 
Agreement that allows Horizon to settle the on-going patent litigation without the Company's consent under certain 
circumstances. 

Pursuant to the ROW Agreement, AstraZeneca retained the rights to c01m11ercialize Vimovo and certain other 
products covered thereby outside of the United States and Japan and paid us a royalty of 6% on net sales within the 
applicable territory through 2015 and started paying us a royalty of 10% of net sales commencing in the first quarter of 
2016. 
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The royalty rates above may be reduced due to the loss of market share as a result of certain competition inside 
and outside of the United States, as applicable. Furthermore, the Company's right to receive royalties from AstraZeneca 
or Horizon, as applicable, expires on a country-by country basis upon the later of (a) expiration of the last-to expire of 
certain patent rights related to the applicable product(s) in that country, and (b) ten years after the first commercial sale 
of such product(s) in such country. In June 2017, the United States District Court for the District of New Jersey upheld 
the validity of two patents owned by Aralez and licensed to Horizon covering Vimovo in the United States. Subject to 
the immediately follmving sentence or a successful appeal of the decision by the generic competitors party to the suit, 
this decision is expected to delay generic entry until the expiration of the applicable patents. There is ongoing litigation 
with respect to other patents covering Vimovo, which if we are successful (and subject to a provisional license granted to 
Actavis effective January 1, 2025), would further prevent generic entry by the remaining generic competitors until 
March 2031. See Note 13, "Commitments and Contingencies" for more information. As noted above, in February 2018, 
the Company entered into a second amendment to its license agreement with Horizon that allows Horizon to settle such 
patent litigation without the Company's consent under certain circumstances. As the result of an unfavorable outcome in 
certain patent litigation in Canada, Mylan's generic naproxen/esomeprazole magnesium tablets recently became 
available in Canada. 

Certain Other Agreements 

Agreements with Sun Pharma and Frontida for Fihrico/' 

In May 2015, Tribute Pharmaceuticals International Inc. ("TPII"), a Barbados corporation and a wholly-owned 
subsidiary of Aralez Canada, acquired the U.S. rights to Fibricor and its related authorized generic (collectively, the 
"Fibricor Products") from a wholly-owned step-down subsidiary of Sun Pharmaceutical Industries Ltd. ("Sun Pharma"). 
Financial tem1s include a total payment of $10.0 million of which approximately $3.0 million was included as a liability 
assumed in the Merger and subsequently paid in May 2016. In addition, we may be obligated to pay up to $4.5 million in 
milestone payments based on annual net sales of Fibricor and its authorized generic as well as royalties ranging from the 
high single digits to low double digits based on ammal net sales of such products. In com1ection with its acquisition of 
Fibricor, TPII also entered into a supply agreement with Sun Pharma pursuant to which Sun Pharma agreed to 
manufacture and supply the Fibricor Products to TPII. On June 3, 2016, Sun Phanna assigned the supply agreement to 
Frontida BioPharm, Inc. On June 30, 2016, TPII assigned its interest in the Fibricor Products to Aralez Ireland. 

Agreements with Novartis for Fiorinaf> 

In 2014, Aralez Canada entered into an asset purchase agreement (the "Asset Purchase Agreement") with 
Novartis AG and Novartis Pharma AG (collectively, "Novartis") pursuant to which Aralez Canada acquired from 
Novartis the Canadian rights to manufacture, market, promote, distribute and sell Fiorinal®, Fiorinal® C, Visken® and 
Viskazide® for the relief of pain from headache and for the treatment of cardiovascular conditions (the "Novartis 
Products"), as well as certain other assets relating to the Novartis Products, including certain intellectual property, 
marketing authorizations and related data, medical, commercial and technical infornmtion, and the partial assigmnent of 
certain manufacturing and supply agreements and tenders with third parties (the "Acquired Assets"). Aralez Canada also 
assumed certain liabilities arising out of the Acquired Assets and the Licensed Assets (as defined below) after the 
acquisition, including product liability claims or intellectual property infringement claims by third parties relating to the 
sale of the Novartis Products by Aralez Canada in Canada. In connection with the acquisition of the Acquired Assets, 
and pursuant to the terms of the Asset Purchase Agreement, Aralez Canada concurrently entered into a license agreement 
with Novartis AG, Novartis Pharma AG and Novartis Pharmaceuticals Canada Inc., under which the Novartis entities 
agreed to license to Aralez Canada certain assets relating to the Novartis Products, including certain intellectual property, 
marketing authorizations and related data, and medical, commercial and technical information (the "Licensed Assets"). 

Agreement with Faes for BlextenTM 

In 2014, Aralez Canada entered into an exclusive license and supply agreement with Faes Farma, S.A. ("Faes"), 
a Spanish pharmaceutical company, for the exclusive right to sell bilastine, a product for the treatment of allergic rhinitis 
and chronic idiopathic urticaria (hives) in Canada, which is now named Blexten in Canada. The exclusive license is 
inclusive of prescription and non-prescription rights for Blexten, as well as adult and pediatric presentations in Canada. 
On March 31, 2016, Aralez Canada assigned its interest in Blexten to Aralez Ireland. Regulatory approval to sell Blexten 
in Canada was received from Health Canada in April 2016 and the Company began commercializing Blexten in Canada 
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in December 2016. The Company will owe milestone payments of approximately $1.8 million to Faes if certain sales 
targets or other milestone events are achieved. 

Agreement with Nautilus for Cambia'"' 

In 2010, Aralez Canada signed a license agreement with Nautilus Neurosciences, Inc. ("Nautilus") for the 
exclusive rights to develop, register, promote, manufacture, use, market, distribute and sell Cambia in Canada. In 2011, 
Aralez Canada and Nautilus executed the first amendment to the license agreement and in 2012 executed the second 
amendment to the license agreement. The license was assigned by Nautilus to Depomed, Inc. ("Depomed") in December 
2013. Up to $6.0 million in sales-based milestone payments may be payable over time. Royalty rates are tiered and 
payable at rates ranging from 22.5% to 27 .5% of net sales. 

Agreement with Actavis for Beza lip <fr· SR and Soriatane ® 

In January 2018, Aralez Canada signed an Exclusive Distribution Agreement with Allergan Inc. ("Allergan") 
pursuant to which Aralez Canada was appointed as the exclusive distributor to promote, market, purchase, warehouse, 
distribute and sell the Bezalip SR and Soriatane in Canada. This Exclusive Distribution Agreement supersedes the 
previous Sales, Marketing and Distribution Agreement entered into between Aralez Canada and Allergan in 2008 with 
respect to Bezalip SR and Soriatane. Pursuant to the Exclusive Distribution Agreement, Aralez Canada will pay Allergan 
a minimum royalty amount as well as an incremental royalty based on net receipts above 2017 net receipts for the 
products. In 2011, Aralez Canada signed a Product Development and Profit Share Agreement with Allergan to develop, 
obtain regulatory approval of and market Bezalip SR and other fonnulations ofbezafibrate in the United States, which 
U.S. agreement was amended in 2013 and 2017. The Company may owe a milestone payment to Allergan in the event 
that the Company pursues and obtains regulatory approval to market Bezalip SR or another bezafibrate fommlation in 
the United States, which milestone will be either $2.5 million or $5.0 million depending on the fonn of the first product 
approved. 

Agreements with GSK, Pernix and C/l regarding MT 400 (including Treximet,g) 

In June 2003, the Company entered into an agreement with Glaxo Group Limited, d/b/a GlaxoSmithKline 
("GSK") for the development and commercialization of proprietary combinations of a triptan (5-HTIB/ID agonist) and a 
long-acting NSAID (the "GSK Agreement"). The combinations covered by the GSK Agreement are among the 
combinations of MT 400 (including Treximet®). Under the tenns of the GSK Agreement, GSK had exclusive rights in 
the United States to commercialize all combinations which combine GSK's triptans, including Imitrex®' (sumatriptan 
succinate) or A.merge® (naratriptan hydrochloride), with a long-acting NSAID. The Company was responsible for 
development of the first combination product, while GSK provided fonnulation development and manufacturing. 

In November 2011, the Company entered into a purchase agreement with CPPIB Credit Investments Inc. 
("CII"), pursuant to which the Company sold, and CII purchased, the Company's right to receive future royalty payments 
arising from U.S. sales of MT 400, including Treximet. By virtue of the agreement, the Company will receive a 20% 
interest in royalties, if any, paid on net sales ofTrcximet and such other products in the United States to CII relating to 
the period commencing in the second quarter of2018. 

In May 2014, the Company, GSK, CII and Pemix Therapeutics Holdings, Inc. ("Pernix"), entered into certain 
agreements in connection with GSK's divestiture of all of its rights, title and interest to develop, commercialize and sell 
Treximet in the United States to Pemix. Upon the closing of the transaction in August 2014, with the Company's 
consent, GSK assigned the GSK Agreement to Pemix. Pemix assumed the obligation to pay two sales performance 
milestones totaling up to $80.0 million if certain sales thresholds are achieved as well as royalties on all net sales of 
marketed products until at least the expiration of the last-to-expire issued applicable patent based upon the scheduled 
expiration of currently issued patents. Pemix may reduce, but not eliminate, the royalty payable to the Company if 
generic competitors attain a pre-determined share of the market for the combination product, or if Pemix owes a royalty 
to one or more third parties for rights it licenses from such third parties to commercialize the product. Immediately 
following the closing of the transaction, the Company entered into an amendment to the GSK Agreement with Pemix. 
This amendment, among other things, amends the royalty provisions to provide for a guaranteed quarterly minimum 
royalty of $4 million for the calendar quarters commencing in January 2015 and ending in March 2018 and requires that 
Pernix continue certain of GSK' s ongoing development activities and to undertake certain new activities, for which the 
Company will provide reasonable assistance. This amendment to the GSK Agreement also eliminates restrictions in the 

F-23 



GSK Agreement on the Company's right to develop and commercialize certain dosage forms of sumatriptan/naproxen 
combinations outside of the United States and pennits the Company to seek approval for these combinations on the basis 
of the approved NDA for Treximet. 

Distribution Agreements Regarding Toprol-XL AG 

In November 2017, the Company signed a Distribution and Supply Agreement (the "Lannett-Toprol-XL AG 
Agreement") with Lannett Company, Inc. ("Lannetf') pursuant to which the Company supplies, and Lam1ett distributes, 
the Toprol-XL authorized generic product. The Lannett-Toprol-XL AG Agreement replaces a previous Toprol-XL 
authorized generic distribution agreement with Endo Ventures Limited ("Endo"), which terminated in December 2017. 
Pursuant to the Lannett-Toprol-XL AG Agreement, Larmett has the exclusive rights in the United States to promote the 
Toprol-XL authorized generic, while we retain the right to promote the branded Toprol-XL. Pursuant to the terms of the 
Toprol-XL AG Agreement, the Company supplies the AG product to Lannett for a base supply price, which ranges 
depending on dosage strength. In addition to the base supply price, Lannett pays to the Company, on a quarterly basis, a 
profit share equal to a certain percentage of the specified profit of this business for the applicable period. The agreement 
expires at the end of 2020 and may be terminated by either party under certain circumstances, including performance 
measures. 

3. BUSINESS COMBINATIONS AND ACQUISITIONS 

Acquisition of Tribute 

On February 5, 2016, Aralez completed its acquisition of Tribute Phannaceuticals Canada Inc. (now known as 
Aralez Phannaceuticals Canada Inc. and referred to herein as "Aralez Canada" or "Tribute"). The transaction provided 
Aralez with product portfolio diversity with several marketed products and product candidates acquired. Pursuant to the 
transaction, Tribute shareholders received 0.1455 common shares of Aralez, no par value per share (the "Aralez Shares") 
in exchange for each common share of Tribute, no par value per share (the "Tribute Shares") held by such shareholders. 
At the effective time of the Merger, each share of Pozen common stock, $0.001 par value per share, was cancelled and 
automatically converted into the right to receive one Aralez Share. 

Aralez valued the entire issued and to be issued share capital of Tribute at approximately $115.1 million based 
on Pozen's closing share price of $5.94 on February 5, 2016 and an exchange ratio of 0.1455. Upon the close of the 
transaction, (a) each outstanding Tribute warrant entitled its respective holders the right to purchase 0.1455 fully-paid 
and non-assessable Aralez Shares for no additional consideration beyond that set out in the respective Tribute warrant; 
(b) each Tribute employee stock option entitled the respective holders of the option to either (i) exchange their Tribute 
option for a Tribute common share immediately prior to the Merger or (ii) convert into Aralez options entitling the 
holder to purchase that number of Aralez Shares equivalent to 0.1455 Aralez Shares for each Tribute Share originally 
issuable (with the exercise price of each Aralez option equal to the original exercise price adjusted for the 0.1455 
conversion); and ( c) each Tribute compensation option, previously granted to certain investors of Tribute in connection 
with private placement financings, entitled its respective holders the right to purchase 0.1455 fully-paid and non­
assessable Aralez Shares, as well as 0.1455 one-half warrants for Aralez Shares, for no additional consideration beyond 
that set out in the respective compensation option certificate. As a result of the Merger, the warrants, employee stock 
options and compensation options are fully-vested and exercisable at any time prior to their respective expiration dates. 

The acquisition-date fair value of the consideration transferred is as follows: 

Equity consideration 
Repayment of Tribute indebtedness 

Total consideration 

At 
February 5, 2016 

$ 

$ 

115,136 
22,488 

137,624 

The acquisition-date fair value of total consideration transferred above excludes approximately $0.5 million 
related to the accelerated vesting of certain equity awards of Tribute pursuant lo the Merger Agreement, which was 
included in share-based compensation expense during the year ended December 31, 2016. 
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The transaction was accounted for as a business combination under the acquisition method of accounting. 
Accordingly, the tangible and identifiable intangible assets acquired and liabilities assumed were recorded at fair value 
as of the date of acquisition, with the remaining purchase price recorded as goodwill. The goodwill recognized is 
attributable primarily to strategic opportunities related to leveraging Tribute's existing infrastructure. Goodwill is not 
deductible for tax purposes. 

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the 
date of acquisition: 

Cash 
Accounts receivable 
Inventory 
Prepaid expenses and other current assets 
Property, plant and equipment 
Intangible assets 
In-process research and development 
Accounts payable and accrued expenses 
Note payable 
Warrants liability 
Other liabilities 
Deferred tax liability 
Total net assets acquired 
Goodwill 

Total consideration 

At 
February 5, 2016 

(as adjusted) 

$ 

$ 

$ 

4,601 
3,790 
3,622 
1,129 

684 
84,034 

3,243 
(10,295) 
(3,604) 
(4,618) 
(7,373) 
(6,913) 
68,300 
69,324 

137,624 

The fair values of intangible assets and IPR&D were determined using an income approach, including a 
discount rate applied to the projected net cash flows. The fair value of intangible assets included the following: 

Marketed products: 
Fiorinal 
Proferrin 
Fibricor 
Uracyst and Neovisc 
Cambia 
Other marketed products 

Total acquired technology rights 

$ 

$ 

Fair 
Value 

(as adjusted) 

26,954 
9,513 

10,018 
9,874 
7,567 

20,108 
84,034 

The deferred tax liability of $6.9 million related primarily to the temporary differences associated with the 
identifiable intangible assets, which are not deductible for tax purposes. 

The operating results of Aralez Canada for the period from February 5, 2016 to December 31, 2017 are included 
in the consolidated financial statements as of and for the years ended December 31, 2017 and 2016, respectively. The net 
loss attributable solely to Aralez Canada is not practicably determinable for the year ended December 31, 2016 given the 
integration of Aralez Canada's operations within the combined company. The Company incurred $12.9 million in 
transaction costs in connection with the acquisition, which were included in selling, general and administrative expenses 
within the consolidated statements of operations for the year ended December 31, 2016. 
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Acquisition of Zontivity 

On September 6, 2016, Aralez Ireland acquired the U.S. and Canadian rights to Zontivity (vorapaxar), pursuant 
to the Zontivity Asset Purchase Agreement with Merck. 

The purchase price for Zontivity consists of (i) a payment of $25 million by Aralez Ireland to Merck which was 
made on the closing date of the acquisition, (ii) certain milestone payments to be payable by Aralez Ireland subsequent to 
the closing of the acquisition upon the occurrence of certain milestone events based on the annual aggregate net sales of 
Zontivity, any combination product containing vorapaxar sulphate and one or more other active phannaceutical 
ingredients or any line extension thereof, which in no event will exceed $80 million in the aggregate, and (iii) royalty 
payments in the low double digits based on the annual aggregate net sales of Zontivity, any combination product 
containing vorapaxar sulphate and one or more other active pharmaceutical ingredients or any line extension thereof. 

On October 31, 2016, Aralez Pharmaceuticals Inc., Pozen, Tribute (collectively, the "Credit Parties"), the Credit 
Parties borrowed $25.0 million under the Second Amended and Restated Debt Facility Agreement ("Facility 
Agreement") to replenish the Company's cash balance for the initial upfront payment of $25.0 million in cash previously 
paid at the closing of the Zontivity acquisition. See Note 9, "Debt," for additional infom1ation. 

The acquisition-date fair value of the consideration transferred is as follows: 

Cash 
Contingent consideration 

Total consideration 

At 
September 6, 2016 

$ 

$ 

25,000 
17,600 
42,600 

Pursuant to the terms of the Zontivity Asset Purchase Agreement and certain ancillary agreements entered into 
in connection with the acquisition, Merck agreed to supply Zontivity to Aralez Ireland for a period of up to three years 
following the closing of the acquisition (although the packaging component has now been transferred to the Company's 
third party provider). Merck provided certain transition services to Aralez Ireland following the closing of the acquisition 
to facilitate the transition of the supply, sale and distribution of Zontivity, including distributing Zontivity on behalf of 
Aralez Ireland in exchange for compensation specified in the transition services agreement. The transition services 
agreement was in effect from September 6, 2016 through March 31, 2017. At the end of each quarter during the 
transition period, Merck remitted net revenues to Aralez Ireland, which included a fee for its services. This net amount is 
included in other revenues while the transition services agreement was in effect. In connection with the Zontivity 
Agreement, which is more fully described in Note 2, "Business Agreements", Merck granted Aralez Ireland, among 
other things, (i) an exclusive and royalty-free license to certain trademarks solely to exploit Zontivity in the U.S. and 
Canada and their respective territories, and (ii) an exclusive and royalty-free license to certain know-how solely in 
connection with the manufacture of Zontivity for exploitation in the U.S. and Canada and their respective territories. 

The transaction was accounted for as a business combination under the acquisition method of accounting. 
Accordingly, the identifiable intangible asset acquired was recorded at fair value as of the date of acquisition, with the 
re1naining purchase price recorded as goodwill. The goodwill recognized is attributable primarily to strategic and 
synergistic opportunities. 

The following table SUll1111arizes the estimated preliminary fair value of the asset acquired at the date of 
acquisition: 

Intangible asset 
Total net asset acquired 
Goodwill 

Total consideration 
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At 
September 6, 2016 

$ __ 4_0~,8_00_ 
40,800 

1,800 
$ 42,600 



The operating results of Zontivity for the period from September 6, 2016 to December 31, 2017 are included in 
the consolidated financial statements as of and for the years ended December 31, 2017 and 2016, respectively. The 
Company incurred a total of $0.9 million in product acquisition-related costs in connection with the acquisition, which 
were included in selling, general and administrative expenses within the consolidated statements of operations for the 
year ended December 31, 2016. 

Acquisition of the Toprol-XL Franchise 

On October 31, 2016, Aralez Ireland acquired the US. rights to Toprol-XL (metoprolol succinate) and the AG 
pursuant to the Toprol-XL Asset Purchase Agreement entered into between AstraZeneca, Aralez Ireland and Aralez 
Phannaceuticals Inc. In July 2017, AstraZeneca, Aralez Ireland and Aralez Pharmaceuticals Inc. entered into an 
amendment to the Toprol-XL Asset Purchase Agreement pursuant to which (1) the milestone payments payable under 
the Toprol-XL Asset Purchase Agreement were deferred and extended, and (2) the definition of net sales was amended. 
Such agreements are more fully described in Note 2, "Business Agreements." 

The purchase price payable under the Toprol-XL Asset Purchase Agreement as amended consists of (i) a 
payment of $175.0 million by Aralez Ireland to AstraZeneca, which was made on the closing date of the transaction; (ii) 
certain milestone payments payable by Aralez Ireland subsequent to the closing of the acquisition, which the Company is 
obligated to pay in quarterly installments of approximately $5.6 million for eight consecutive quarters beginning in the 
second quarter of 2019 due to the occurrence of certain milestone events based on the annual aggregate net sales of the 
Toprol-XL Franchise and other contingent events; (iii) certain other milestone payments of up to an additional $3.0 
million in the event the Company exceeds net sales thresholds for the Toprol-XL Franchise of $125 million and $135 
million in a year; (iv) royalty payments of (A) 15% of total quarterly net sales of branded Toprol-XL and any other 
authorized or owned generic version of Toprol-XL that is marketed, distributed or sold by Aralez and (B) 15% of 
quarterly net sales of the current or any other third party authorized generic, but for purposes of royalty payments and 
clause (B) only, net sales do not include the supply price paid for the current or other third party authorized generic by 
Aralez Ireland to AstraZeneca under the supply agreement entered into between Aralez Ireland and AstraZeneca in 
respect of the applicable period and (v) a payment for the value of the finished inventory of Toprol-XL and the AG at 
closing of the Toprol-XL acquisition, not to exceed a cap specified in the Toprol-XL Asset Purchase Agreement On 
October 31, 2016, in connection with the Toprol-XL Asset Purchase Agreement, the Company borrowed $175.0 million 
under the Facility Agreement to finance the closing date payment See Note 9, "Debt," for additional information. 

The acquisition date fair value of the consideration transferred is as follows: 

Cash 
Contingent consideration 
Cash paid for prepaid asset 
Total consideration 

At 
October 31, 2016 

$ 

$ 

175,000 
52,800 

1,492 
229,292 

The transaction was accounted for as a business combination under the acquisition method of accounting. 
Accordingly, the assets acquired were recorded at fair value as of the date of acquisition, with the remaining purchase 
price recorded as goodwill. The goodwill recognized is attributable primarily to strategic and synergistic opportunities. 

The following table summarizes the estimated preliminary fair value of the assets acquired at the date of 
acquisition: 

Prepaid asset 
Intangible asset 
Total net assets acquired 
Goodwill 
Total consideration 
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At 
October 31, 2016 

$ 1,492 
224,600 
226,092 



The operating results of the Toprol-XL Franchise for the period from October 31, 2016 to December 31, 2017, 
are included in the consolidated financial statements as of and for the years ended December 31, 2017 and 2016, 
respectively. The Company incurred a total of $1.6 million in product acquisition-related costs in connection with the 
acquisition, which were included in selling, general and administrative expenses within the consolidated statements of 
operations for the year ended December 31, 2016. 

Pro Forma Impact of Business Combinations 

The following supplemental unaudited proforma information presents Aralez's financial results as ifthe 
acquisitions of Aralez Canada, Zontivity and the Toprol-XL Franchise had occurred on January 1, 2015: 

Total revenues, net 
Net loss 

Diluted net loss per share 

$ 
$ 
$ 

Years Ended December31, 
2016 2015 

145,696 
(67,224) 

(l.09) 

$ 
$ 
$ 

145,116 
(424,176) 

(6.70) 

The above unaudited pro fonna information was determined based on the historical GAAP results of Aralez, 
Aralez Canada, Zontivity and the Toprol-XL Franchise. The unaudited proforma consolidated results are provided for 
informational purposes only and are not necessarily indicative of what Aralez' s consolidated results of operations 
actually would have been had the acquisition been completed on the dates indicated or what the consolidated results of 
operations will be in the future. 

Revenues for the Toprol-XL Franchise, which was acquired on October 31, 2016 and was sold by AstraZeneca 
on our behalf under a transition services agreement from the acquisition date through December 31, 2017, were 
recognized net of related cost of product revenues and transition service fees paid to AstraZeneca. The impact of this 
revenue recognition method resulted in lower reported revenues relative to the revenue that would have been reported 
had the Company recognized gross revenues from sales of the Toprol-XL Franchise, which is the methodology used in 
the proforma figures in the table above. However, this accounting treatment did not impact the Company's net loss or 
diluted net loss per share for the same periods. Begim1ing in 2018, the Company will begin recognizing gross revenues 
and cost of product revenues from sales of the Toprol-XL Franchise, which will be classified as product revenues, net 
and cost of product revenues in 2018. 

The historical results of Zontivity for the year ended December 31, 2015 include an intangible asset impairment 
charge of$289.7 million. The proforma financial statements also include the financial results of Medical Futures Inc. 
("MFI"), a company that Aralez Canada acquired in June 2015, which included revenues of $3 .8 million and net loss of 
$0.5 million, for the year ended December 31, 2015. The pro fomm consolidated net loss includes pro forma adjustments 
relating to the following significant recurring and non-recurring items directly attributable to the business combinations, 
net of the pro forma tax impact utilizing applicable statutory tax rates, which were eliminated from the year ended 
December 31, 2016, and/or included in the year ended December 31, 2015, as applicable: 

(i) elimination of $12.0 million of expense for excise tax equalization payments for the year ended 
December 31, 2016; 

(ii) elimination of $3.9 million of severance charges for the year ended December 31, 2016; 

(iii) elimination of $1.5 million of the inventory fair value step-up for the year ended December 31, 2016; 

(iv) elimination of $0.5 million of stock based compensation expense for the year ended December 31, 2016; 

(v) addition of $0. 9 million and $1.9 million in cost of product sales related to the Zontivity supply 
agreement with Merck for the years ended December 31, 2016 and 2015, respectively; 

(vi) elimination of $15.5 million of transaction costs incurred by the combined Company for the year ended 
December 31, 2016, and addition of $16.3 million of transaction costs for the year ended December 31, 
2015; 
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(vii) elimination of $1.0 million in costs associated with the Zontivity and Toprol-XL transition services 
agreements for the year ended December 31, 2016, and the addition of $4.4 million in costs associated 
with the Zontivity and Toprol-XL transition services agreements for the year ended December 31, 2015; 

(viii) elimination of $1.8 million and $14.3 million of amortization for the years ended December 31, 2016 and 
2015, respectively, and the addition of amortization of finite-lived intangible assets acquired of 
$22.0 million and $33.7 million for the years ended December 31, 2016 and 2015, respectively; as well as 

(ix) elimination of $0.3 million of interest expense related to the Tribute acquisition for the year ended 
December 31, 2016, and the addition of $20.8 million and $25.0 million in interest expense related to the 
financing of the Zontivity and Toprol-XL acquisitions for the years ended December 31, 2016 and 2015, 
respectively 

4. FAIR VALUE 

The following tables set forth the Company's assets and liabilities that are measured at fair value on a recurring 
basis (in thousands) at: 

Assets: 
Cash and cash equivalents 

Liabilities: 
Contingent consideration 

Assets: 
Cash and cash equivalents 

Liabilities: 
Contingent consideration 
Warrants liability 

Contingent Consideration 

Decembe1· 31 2017 
Financial Instruments Carried at J.i'air Value 

Significant 
Quoted prices in othe1· Significant 

active markets for observable unobservable 
identical items 

(Level 1) 
inputs 

(Level 2) 
inputs 

(Level 3) Total 

$ 28,892 $ $ $ 28,892 

$ $ $ 100,355 $ 100,355 

December 31 2016 
Financial Instruments Carried at Fair Value 

Significant 
Quoted prices in other Significant 

active markets for observable unobservable 

$ 

$ 
$ 

identical items 
(Levell) 

64,943 $ 

$ 
$ 

inputs 
(Level 2) 

inputs 
(Level3) 

$ 

$ 71,115 
$ 24 

$ 

$ 
$ 

Total 

64,943 

71,115 
24 

In connection with the acquisitions of Zontivity and the Toprol-XL Franchise, the Company recorded short­
term and long-term contingent consideration liabilities for future cash payments based on the occurrence of certain 
milestone events and royalty payments. The contingent consideration liability for both Zontivity and the Toprol-XL 
Franchise is valued using a model, which incorporates Level 3 assumptions, including the estimated amount and timing 
of projected cash flows, the probability of success (achievement of the contingent event) and the risk-adjusted discount 
rate used to present value the probability-weighted cash flows. During the year ended December 31, 2017, the Company 
recorded expense related to the contingent consideration for its acquisitions of Zontivity and the Toprol-XL Franchise 
totaling $15.6 million and $20.1 million, respectively. 
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Warrants Liability 

In connection with the acquisition of Aralez Canada, the Company assumed a liability for warrants that are 
treated as derivatives under accounting guidance for derivatives and hedging as they were issued with exercise prices 
denominated in a currency different than the Company's reporting currency. Approximately 46 thousand of the total 0.9 
million common shares underlying the warrants outstanding as of March 3 1, 2017 were classified as liabilities. These 
warrants, whose fair value was de minimis as of March 31, 2017, expired in May 2017. The vvanants liability was valued 
using a Black-Scholes valuation model, which incorporates Level 3 assumptions including the volatility of the 
underlying share price and the expected term. A decrease in the fair value of the warrants liability of $24 thousand and 
$4. 7 million for the years ended December 31, 2017 and 2016, respectively, is included within other income, net in the 
consolidated statements of operations. See Note 11, "Earnings Per Share," for additional infon11ation. 

Level 3 Disclosures 

The following table provides quantitative infon11ation associated with the fair value measurement of the 
Company's Level 3 inputs at December 31, 2017: 

Fair Value Valuation technique 

Monte Carlo 
Unobse.-vable Inputs 

Range of 
Inputs Utilized 

Contingent consideration $ 100,355 Volatility 
Discount rate 

36%-72% 
14% 

The table below provides a roll-forward of the warrants liability fair value balances that used Level 3 inputs (in 
thousands): 

Balance at December 31, 2015 
Warrants liability assumed in Merger 
Change in fair value during the period 
Impact of foreign exchange 

Balance at December 31, 2016 
Change in fair value during the period 

Balance at December 31, 2017 

$ 

$ 

4,618 
(4,744) 

150 
24 

(24) 

The table below provides a roll-forward of the contingent consideration liability fair value balances that used 
Level 3 inputs (in thousands): 

Balance at December 3 1, 2015 
Contingent consideration recorded in Zontivity acquisition 
Contingent consideration recorded in Toprol-XL acquisition 
Cash payments I settlements 
Change in fair value during the period 

Balance at December 31, 2016 
Change in fair value of Contingent consideration for Zontivity acquisition 
Change in fair value of Contingent consideration for Toprol-XL acquisition 
Cash payments I settlements 

Balance at December 3 1, 2017 

$ 

$ 

$ 

17,600 
52,800 

(35) 
750 

71,115 
15,627 
20,098 
(6,485) 

100,355 

In the third and fourth quarters of 2017, the Company updated its assumptions for the probability of success for 
certain milestone events in the Toprol-XL Asset Purchase Agreement. In addition, the Company adjusted the timing of 
projected milestone payments in connection with the July 2017 amendment to the Toprol-XL Asset Purchase Agreement. 
Further, the Company updated its assumptions with respect to financial projections for Zontivity. These changes in 
assumptions, along with accretion due to the passage of time, resulted in a net increase in the contingent consideration 
liability of $35.7 million during the year ended December 31, 2017. For the year ended December 31, 2016, the change 
in fair Yalue of contingent consideration of $0.8 million was primarily due to the passage of time. 
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5. INVENTORY 

Inventory consisted of the following at: 

December 31, 2017 December 31, 2016 

Raw materials $ 641 $ 1,129 
Work-in-process 189 
Finished goods 6,002 3,230 
Total Inventory $ 6,643 $ 4,548 

Inventories are net of reserves for excess and obsolete inventory of approximately $1.1 million and $0.1 million 
as of December 31, 2017 and 2016, respectively. 

6. PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consisted of the following at: 

December 31, 2017 

Furniture and fixtures $ 2,236 
Computers, software and equipment 1,521 
Leasehold improvements 5,399 
Land, buildings and improvements 
Construction in progress 

9,156 
Less: Accumulated depreciation {l,703} 

$ 7,453 

$ 

$ 

December 31, 2016 

486 
460 
895 
275 

5,437 
7,553 
(237) 

7,316 

Estimated 
Life 

(in years) 

5-7 
3 - 7 

5 - 10 
25 -40 

Depreciation expense was approximately $1.5 million, $0.4 million for the years ended December 31, 2017, and 
2016, respectively. Depreciation expense was de minimis for the year ended December 31, 2015. 

7. GOODWILL AND OTHER INTANGIBLE ASSETS, NET 

Goodwill 

The table below provides a roll-forward of the goodwill balance (as adjusted, in thousands): 

Goodwill balance at December 31, 2015 
Goodwill from acquisition of Aralez Canada 
Goodwill from acquisition of Zontivity 
Goodwill from acquisition ofToprol-XL 
Impact of foreign exchange 
Goodwill balance at December 31, 2016 
Impact of foreign exchange 
Goodwill balance at December 31, 2017 

There were no accumulated impairment losses to goodwill at December 3 1, 2017. 
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$ 

$ 

69,324 
l,800 
3,200 
2,370 

76,694 
5,087 

81,781 



Other Intangible Assets, Net 

Other intangible assets, net consisted of the following at: 

Toprol-XL 
Zontivity 
Aralez Canada and other 
Acquired technology rights 

Toprol-XL 
Zontivity 
Aralez Canada and other 
Acquired technology rights 

December 31, 2017 

Gross Carrying Accumulated 
Amount Amortization 

$ 224,600 $ (26,203) 
40,800 (5,100) 
92,384 {16,135} 

$ 357,784 $ (47,438) 

December 31, 2016 

Gross Carrying Accumulated 

Amount Amortization 

$ 224,600 $ (1,275) 
40,800 (3,757) 
87,268 {7,4422 

$ 352,668 

Weighted 
Net Carrying Average 

Amount Life 

(in years) 

$ 198,397 10 
35,700 11 
76,249 11 

$ 310,346 

Weighted 

Net Carrying Aver.ige 

Amount 

(in years) 

$ 223,325 10 
37,043 11 
79,826 11 

$ 340,194 

The gross carrying amount of acquired technology rights increased by $5.1 million from December 31, 2016 
due to the impact of foreign currency translation adjustments between the Canadian and U.S. dollars. Amortization 
expense was $34.3 million and $12.5 million for the years ended December 31, 2017 and 2016, respectively. There was 
no amortization expense for the year ended December 31, 2015. 

The estimated aggregate amortization of intangible assets as of December 31, 2017, for each of the five 
succeeding years and thereafter is as follows: 

2018 
2019 
2020 
2021 
2022 
Thereafter 

For the Years Ending December 31, 

Total amortization expense 
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$ 

Estimated 
Amortization 

Ex I!!: use 

34,537 
34,537 
34,537 
34,537 
34,537 

137,661 
310,346 



8. ACCRUED EXPENSES 

Accrued expenses consisted of the following at: 

December 31, 2017 December 31, 2016 

Accrued professional fees $ 4,267 $ 6,258 
Accrued marketing fees 605 4,852 
Accrued revenue reserves 3,275 3,783 
Accrued royalties 3,419 2,996 
Accrued employee-related expenses 5,667 9,153 
Accrued interest 6,774 4,719 
Accrued manufacturing costs 4,429 48 
Other accrued liabilities 60 332 

Total accrued expenses $ 28,496 $ 32,141 

9. DEBT 

Convertible Notes 

On February 5, 2016, Aralez issued $75.0 million aggregate principal of 2.5% senior secured convertible notes 
due in February 2022 ("2022 Notes") resulting in net proceeds to Aralez, after debt issuance costs, of $74.5 million in 
connection with the Second Amended and Restated Debt Facility Agreement (the "Facility Agreement"), dated 
December 7, 2015, among Aralez Pharmaceuticals Inc., Pozen, and Aralez Canada (the "Credit Parties") and certain 
lenders. The 2022 Notes are convertible into common shares of Aralez at an initial conversion premium of 32.5%, 
subject to adjustment upon certain events, which is equivalent to an initial conversion price of approximately $8.28 per 
common share. Holders of the 2022 Notes may convert the 2022 Notes at any time and the 2022 Notes are not pre­
payable by Aralez. Interest is payable to the note holders quarterly in arrears on the first business day of each January, 
April, July and October. Interest expense for the years ended December 31, 2017 and 2016 was $2.0 million and 
$1.8 million, respectively, which includes the amortization of debt issuance costs. The Company estimated the fair value 
of the $75.0 million aggregate principal amount of the outstanding 2022 Notes to be approximately $57.7 million as of 
December 31, 2017, using a bond plus call option model that utilizes Level 3 fair value inputs. The carrying amount of 
the 2022 Notes was $74.6 million as of December 31, 2017, which is the principal amount outstanding, net of $0.4 
million of unamortized debt issuance costs to be amortized over the remaining term of the 2022 Notes. 

Credit Facility 

Under the tem1s of the Facility Agreement, Aralez also had the ability to borrow from the lenders up to $200.0 
million under a credit facility until April 30, 2017. The credit facility was available to be drawn upon for permitted 
acquisitions and is to be repaid on the sixth anniversary from each draw. Amounts drawn under the credit facility will 
bear an interest rate of 12. 5% per annum and shall be prepay able in whole or in part at any time following the end of the 
sixth month after the funding date of each draw. The Facility Agreement contains various representations and warranties, 
and affirmative and negative covenants, customary for financings of this type, including, among other things, limitations 
on asset sales, mergers and acquisitions, indebtedness, liens and dividends. 

On October 31, 2016, Aralez drew down $25.0 million under the credit facility to replenish the Company's cash 
balance for the initial upfront payment of the $25.0 million in cash previously paid at the closing of the Zontivity 
acquisition in September 2016 and drew down an additional $175.0 million to finance the upfront cash payment for the 
acquisition of the Toprol-XL Franchise (the "Acquisition Loans"). The $200.0 million is due to be repaid in October 
2022, with no principal payments due until such time. 

Interest is payable on the Acquisition Loans to the note holders quarterly in arrears on the first business day of 
each January, April, July and October. Interest expense was $25.0 million and $4.2 million for the years ended 
December 31, 2017 and 2016, respectively, which includes the amortization of debt issuance costs. The Company 
estimated the fair value of the $200.0 million aggregate principal amount of the outstanding borrowings under the 
Acquisition Loans to be approximately $221. 7 million as of December 3 1, 2017, using a bond model that utilizes Level 3 
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fair value inputs. The carrying amount of the borrowings under the Acquisition Loans was $199.9 million as of 
December 31, 2017, which is the principal amount outstanding, net of $0 .1 million of unamortized debt issuance costs to 
be amortized over the remaining tem1 of the Acquisition Loans. 

In addition, pursuant to a consent to the Facility Agreement entered into in com1ection with the acquisition of 
the Toprol-XL Franchise, the lenders under the Facility Agreement agreed that they and/or affiliated funds will have 
available sufficient capital to make additional loans to Aralez in an aggregate amount of up to $250.0 million for the 
payment of the purchase price of anv acquisitions pennitted by the tem1s of the Facility Agreement (as modified by such 
consent) with respect to target businesses mutually approved by, and as otherwise mutually agreed upon, by Aralez and 
the lenders, subject to the satisfaction of certain conditions set forth in the Facility Agreement. At the time of such 
consent, the Facility Agreement was amended to include additional financial performance thresholds, including a 
minimum adjusted EBITDA threshold (beginning in the third quarter of 2018) and a minimum specified revenue 
threshold relating to net sales of the Toprol-XL Franchise received by the Company. As of December 31, 2017, the 
Company was in compliance with all applicable financial performance thresholds. 

10. INCOME TAXES 

Income (loss) before income taxes, classified by source of income (loss), is as follows: 

For the Years Ended December 31, 

2017 2016 2015 

(in thousands) 

Canadian $ (39,812) $ (25,424) $ 
U.S. (1,938) (6,582) (8,508) 
Irish (114,065) (85,294) (29,101) 
Other Foreign 33,010 14,258 

Loss before income taxes $ (122,805) $ (103,042) $ (37,609) 

Income tax expense (benefit) consists of the following: 

For the Years Ended December 31, 
2017 2016 2015 

Current provision: (in thousands) 

Canadian $ 368 $ 45 $ 
U.S. Federal 401 2,182 
U.S. State 332 1,629 174 
Irish 
Other Foreign 233 32 

Total current provision 1,334 3,888 174 
Deferred benefit: 

Canadian 255 (3,147) 
U.S. Federal 624 (614) 
U.S. State 187 (182) 
Irish 
Other Foreign (92 

Total deferred provision (benefit) 1,066 {3,9522 
Total current and deferred provision (benefit) $ 2,400 $ (64) $ 174 
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The actual income tax expense (benefit) for the years ended December 31, 2017, 2016 and 2015, differed from 
the amounts computed by applying the Canadian federal tax rate in 2017 and 2016 of26.5% resulting from the Merger 
and the U.S. federal tax rate of 3 5% in 2015 to income (loss) before taxes as a result of the following: 

(Loss) income before income tax 
Statutory tax rate 
Income tax provision at statutory rate 
U.S. State tax provision 

Decrease (increase) in income tax benefit resulting from: 
Foreign tax rate differential 
Research and development credits 
Non-deductible expenses and other 
Non-deductible executive compensation 
Non-deductible transaction costs 
Non-deductible excise tax 
Notional interest deduction 
Changes in tax law 
Deferred tax asset adjustment 
Change in valuation allowance 

Income tax expense 

For the Years Ended December31, 
2017 2016 2015 

$ (122,805) 
26.5 % 

(32,543) 
354 

(32,189) 

17,727 

2,665 
2,162 

(8,607) 
8,800 

685 
11, 157 

$ 2,400 

(in thousands) 

$ (103,042) 
26.5 % 

(27,306) 
1,140 

(26,166) 

12,594 
(296) 

171 
3,965 
3,272 
2,160 

(4,115) 

1,533 
6,818 

$ (64~ 

$ 

$ 

(37,609) 
35 % 

(13,163) 
(48) 

(13,211) 

6,548 
(574) 
819 

1,279 

2,629 
2,684 

174 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amount of assets 
and liabilities for financial reporting purposes and the amounts used for income tax purposes. Significant components of 
Aralez's deferred tax assets are as follows: 

Non-current 
Deferred tax assets: 

Tax loss carryforwards 
Research and development credits 
Equity compensation 
Transaction costs 
Other 

Total deferred tax assets 
Less valuation allowance 

Net deferred tax assets 
Deferred tax liabilities: 

Intangible assets 
Total deferred tax liabilities 

Net deferred tax liability 

$ 

$ 

$ 

December 31, 

2017 2016 

40,366 $ 35,430 
15,082 15,064 
4,429 6,258 

308 
2,268 

66,099 59,328 
(64,144) {50,7062 

1,955 $ 8,622 

(5,729) ~11,0662 
(5,729) {11,0662 
(3,774) $ ~2,444~ 

The net deferred tax liability as of December 31, 2016 of $2.4 million consisted of the deferred tax liability of 
$11.1 million offset by a deferred tax asset of $8.6 million included within other long-term assets on the balance sheet. 

At December 31, 2017, Aralez had Canadian net operating loss carryforwards of approximately $67.4 million, 
U.S. federal net operating loss carryforwards of approximately $33.8 million, U.S. state net operating loss carryforwards 
of approximately $20.5 million, Irish net operating loss carryforwards of $132 .0 million and U.S. research and 
development credit carryfonvards of approximately $14.5 million. The Canadian, U.S. federal and U.S. state net 
operating loss carryforwards begin to expire in 2026, 2030 and 2017, respectively, and the U.S. research and 
development credit carryforwards begin to expire in 2019. As a result of the adoption of ASU 2016-09, the Company 
will no longer include excess tax benefits in its U.S. federal and U.S. state net operating loss carryfonvards. There was 
no net impact on our opening accumulated deficit upon application of this guidance using the modified retrospective 
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transition method as the total cumulative-effect adjustment for previously deferred excess tax benefits was offset by a 
related change in the valuation allowance. Based upon the accumulation of historical losses in material jurisdictions, a 
valuation allowance has been recognized to offset a significant portion of the deferred tax assets due to the uncertainty 
surrounding Aralez's ability to realize these deferred tax assets in future periods. Certain deferred tax assets in Canada 
are considered to be realizable due to reversing deferred tax liabilities. 

The utilization of the loss carryforwards to reduce future income taxes will depend on Aralez's ability to 
generate sufficient taxable income prior to the expiration of the loss carryforwards. In addition, the maximum annual use 
of net operating loss and research credit carryforwards is limited in certain situations where changes occur in stock 
ownership, including the change in ownership resulting from the Merger. The cash tax benefit related to net operating 
loss carryfonvards was approximately $2.1 million, $3.2 million and $2.5 million for the years ended December 31, 
2017, 2016 and 2015, respectively. 

On December 22, 2017, the U.S. government enacted the Tax Act, which significantly revises U.S. tax law by, 
among other provisions, lowering the U.S. federal statutory corporate income tax rate from 35% to 21 %, imposing a 
mandatory one-time transition tax on previously deferred foreign earnings, and eliminating or reducing certain income tax 
deductions. 

ASC 740, Income Taxes requires the effects of changes in tax laws to be recognized in the period in which the 
legislation is enacted. However, due to the complexity and significance of the Tax Act's provisions, the SEC issued SAB 
118, which allows companies to record the tax effects of the Tax Act on a provisional basis based on a reasonable estimate, 
and then, if necessary, subsequently adjust such amounts during a limited measurement period as more information 
becomes available. The measurement period ends when a company has obtained, prepared, and analyzed the information 
necessary to finalize its accounting, but cannot extend beyond one year from enactment. 

The Tax Act did not have a material impact on the Company's financial statements since its deferred temporary 
differences are fully offset by a valuation allowance and the Company does not have any significant off shore earnings 
from which to record the mandatory transition tax. However, given the significant complexity of the Tax Act, anticipated 
guidance from the U.S. Treasury about implementing the Tax Act, and the potential for additional guidance from the SEC 
or the FASB related to the Tax Act, these estimates may be adjusted during the measurement period. The provisional 
amounts disclosed in the Company's footnotes were based on the its present interpretations of the Tax Act and current 
available information, including assumptions and expectations about future events, such as its projected financial 
performance, and are subject to further refinement as additional information becomes available and further analyses are 
completed. The Company continues to analyze the changes in certain income tax deductions, assess calculations of 
earnings and profits in certain foreign subsidiaries, including if those earnings are held in cash or other assets and gather 
additional data to compute the full impacts on the Company's deferred and current tax assets and liabilities. As a result of 
the reduction in the U.S. corporate income tax rate, the Company revalued its ending net deferred tax liabilities as of 
December 31, 2017 and recognized a provisional tax expense of $8.8 million. 

Aralez had gross unrecognized tax benefits of approximately $0.7 million and $0.6 million as of December 31, 
2017 and 2016, respectively, and of these amounts, none would reduce Aralez's effective tax rate if recognized. Aralez 
does not anticipate a significant change in total unrecognized tax benefits or Aralez's effective tax rate due to the 
settlement of audits or the expiration of statutes of limitations within t11e next 12 months. 
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The following table summarizes the activity related to the Company's unrecognized tax benefits (in thousands): 

For the Years Ended December31, 

2017 2016 2015 

(in thonsands) 

Beginning balance $ 588 $ 572 $ 537 
Increases related to prior year tax positions 72 16 32 
Increases related to current year tax positions 
Ending balance $ 660 $ 588 $ 572 

Aralez's policy for recording interest and penalties associated with tax audits is to record them as a component 
of provision for income taxes. Aralez has not recorded any interest or penalty since adoption of F ASB ASC 740-10. 

Aralez files federal and state income tax returns, as applicable, with the tax authorities in various jurisdictions 
including Canada, Ireland and the United States. Pozen is no longer subject to U.S. federal or North Carolina state 
income tax examinations by tax authorities for years before 2014. Aralez Canada is no longer subject to Canadian 
income tax examinations by tax authorities for years before 2011. However, the loss and credit carryforwards generated 
by Pozen and Aralez Canada may still be subject to change to the extent these losses and credits are utilized in a year that 
is subject to examination by tax authorities. 

The Company has not provided for taxes as it relates to permanently reinvested foreign earnings. While it is not 
practicable to estimate the potential income taxes the Company does not believe the distribution of existing foreign 
earnings would result in a material tax cost. 

11. EARNINGS PER SHARE 

Basic and Diluted Net Loss Per Common Share 

Basic net loss per eonunon share has been computed by dividing net loss by the weighted average number of 
shares outstanding during the period. Except where the result would be antidilutive to income from continuing 
operations, diluted net loss per common share is computed assuming the conversion of convertible obligations and the 
elimination of the interest expense related to the 2022 Notes, the exercise of options to purchase conunon shares, the 
exercise of warrants, and the vesting of restricted stock units ("RSUs"), as well as their related income tax effects. 
Diluted net loss per conunon share differs from basic net loss per common share for the years ended December 31, 2017 
and 2016, respectively, given potential common shares underlying the warrants liability were dilutive (prior to expiration 
in May 2017) when considering the unrealized gain recognized for the change in the fair value of the warrants during the 
period. 

Net loss, basic 
Effect of dilutive securities: 

Change in fair value of warrants liability 
Net loss, diluted 

Shares used in calculating basic net loss per common share 
Effect of dilutive securities: 

Effect of dilutive stock options, RSU s 
Warrants to purchase conunon shares - liability-classified 

Shares used in calculating diluted net loss per common share 

Net loss per conunon share, basic 
Net loss per common share, diluted 
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$ 

$ 

$ 
$ 

For the Year Ended December 31, 
2017 

(125,205) $ 

(24) 
(125,229) $ 

66,389 

66,389 

(1.89) $ 
(1.89) $ 

2016 

(102,978) $ 

(4,744) 
(107,722) $ 

61,831 

61,883 

(l.67) $ 
(1.74) $ 

2015 

(37,783) 

(37,783) 

32,590 

32,590 

(l.16) 
(l.16) 



Potential common shares excluded from the calculation of diluted net loss per common share as their inclusion 
would have been antidilutive were: 

Options to purchase common shares, RS Us and PSUs 
Warrants to purchase common shares - equity-classified 
2022 Notes convertible into common shares 

For· the Year Ended December 31, 
2017 2016 2015 

7,804 
884 

9,056 

7,388 
92 

8,191 

The Company assumed outstanding warrants in connection with the acquisition of Aralez Canada. The warrants 
are classified either as a liability, ifthe exercise price is denominated in Canadian dollars, or as equity ifthe exercise 
price is denominated in U.S. dollars. The following is a summary of warrants outstanding and exercisable as of 
December 31, 2017, and grouped in accordance with their respective expiration dates: 

Quarterly period of expiration 

Ql 2018 
Q3 2018 
Q4 2019 
Q3 2020 
QI 2021 

12. SHARE-BASED COMPENSATION 

Summm:v of Share-Based Compensation Plans 

No. of\Varrants 

Outstanding 

599 
16 

108 
110 

51 

884 

Weighted-Average 

Exe1·cise Price 

$ 4.12 
$ 3.78 
$ 4.81 
$ 4.09 
$ 2.91 

$ 4.13 

In December 2015, the Company's Board of Directors adopted the Aralez Pharmaceuticals 2016 Long-Term 
Incentive Plan, which became effective on February 5, 2016, upon consummation of the Merger. On May 3, 2017, the 
Company's shareholders approved the Amended and Restated 2016 Long-Term Incentive Plan (the "Plan"), which 
increased the number of common shares covered by and reserved for issuance under this Plan by 4,300,000 common 
shares. The Plan is the only existing plan in which the Company is authorized to grant equity-based awards. The Plan 
provides for grants of stock options, stock appreciation rights, stock awards, stock units, performance shares, 
performance units, and other stock-based awards to employees, directors, and consultants. At December 31, 2017, there 
were approximately 3,553,000 common shares remaining available for grant under the Plan. 

Summary of Share-Based Compensation Expense 

Share-based compensation expense recorded in the consolidated statements of operations for the years ended 
December 31, 2017, 2016 and 2015, was as follows: 

Selling, general and administrative 
Research and development 
Total non-cash share-based compensation expense 

$ 

Years Ended December 31, 
2017 2016 2015 

11,337 
11 

(in thousands) 

$ 11,537 $ 
328 

$ 11,865 

6,870 
173 

Included in the table above is approximately $0.5 million of share-based compensation expense related to the 
accelerated vesting of certain Aralez Canada equity awards upon consurnmation of the Merger, which was recorded as 
selling, general and administrative expense for the year ended December 31, 2016. 
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Options to Purchase Common Shares 

A summary of option activity for the year ended December 31, 2017 is as follows: 

Weighted- Weighted-
Average Average 

Underlying Exercise Remaining Intrinsic 

Stock Oetion A wards Shares Price Contractual Term Value 

Outstanding at December 31, 2016 3,065 $ 5.85 4.8 years 
Granted 1,603 $ 1.75 
Exercised (41) $ 2.63 
Forfeited or expired (1,424) $ 7.10 
Outstanding at December 31, 201 7 3,203 $ 3.28 7.3 years $ 

Exercisable at December 31, 2017 1,208 $ 4.54 4.4 years $ 

The weighted average grant date fair value for option awards granted during the years ended December 31, 
2017 and 2016 was $0.99 and $2.54 per option, respectively. No option awards were granted during the year ended 
December 31, 2015. 

16 

A total of approximately 41 thousand stock options were exercised during the year ended December 31, 2017 
with an intrinsic value of $0.1 million, a total of approximately 682,000 stock options were exercised during the year 
ended December 31, 2016 with an intrinsic value of $0.8 million and a total of approximately 727,000 stock options 
were exercised during the year ended December 31, 2015 with an intrinsic value of $2.0 million. The fair value of shares 
vested during the years ended December 31, 2017, 2016 and 2015 was $0.9 million, $1.8 million and $1.1 million, 
respectively. 

Umecognized stock-based compensation expense related to stock options, expected to be recognized over an 
estimated weighted-average amortization period of 1.7 years, was $4.4 million as of December 31, 2017. 

The fair value of each option award was estimated on the date of grant using the Black-Scholes option valuation 
model. The weighted-average assumptions used in the Black-Scholes option valuation model for the years ended 
December 31, 2017 and 2016 are shown in the following table: 

Expected volatility 
Expected dividends 
Expected tenn 
Risk-free interest rate 

2017 

64.1 % 

5.6 Years 
2.0% 

2016 

50.7% 

4.0 Years 
0.8 % 

For the year ended December 31, 2017 and 2016, the expected volatility rate was estimated based on an equal 
weighting of the historical volatility of the Company's common shares over a period matching the expected tem1 and the 
expected term was based upon average historical terms to exercise. The risk-free interest rate was based on U.S. 
Treasury securities with a maturity matching the expected tenn. 
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RSUs and PSUs 

A summaiy ofRSU, including perfonnance restricted stock units ("PSUs"), activity for the year ended 
December 31, 2017, is as follows: 

Restricted Stock Units, including PSUs 
Nonvested restricted stock units at December 31, 2016 
Granted 
Vested 
Forfeited or expired 
N onvested restricted stock units at December 3 1, 2017 

Underlying 
Underlying 

Shares 

4,324 
2,039 

(l,321) 

Weighted-
Average 

G.-ant Date 

Fair Vaine 

$ 6.62 
$ 2.03 
$ 6.63 
$ 3.62 
$ 4.87 

During the years ended December 31, 2017 and 2016, the Company granted approximately 1,072,000 and 
654,000 PSUs, respectively, which include both market-based and service conditions and had a grant-date fair value of 
$2.5 million and $2.8 million, respectively. The PSUs granted in 2017 and 2016 are tied to a three-year relative total 
shareholder return ("TSR") as the performance goal (measured against companies in the NASDAQ biotechnology index 
with ammal revenue between $50 million and $500 million). The PS Us vest at the end of a three-year period based on 
the achievement of the pre-determined goals. TSR relative to peers is considered a market condition under applicable 
authoritative guidance and the Company used a Monte Carlo simulation model to determine the fair value of these 
awards as of the grant date. 

Umecognized stock-based compensation expense related to RSUs, expected to be recognized over an estimated 
weighted-average amortization period of 1.5 years, was $15.0 million at December 31, 2017. 

13. COMMITMENTS AND CONTINGENCIES 

Operating Leases 

The Company leases office space and certain equipment under cancellable and non-cancelable operating lease 
agreements. Rent expense was approximately $2.0 million, $0.8 million, $0.4 million for the years ended December 31, 
2017, 2016 and 2015 respectively. Future minimum payments under our non-cancelable lease agreements at December 
31, 2017 were as follows: 

2018 
2019 
2020 
2021 
2022 
Thereafter 
Total minimum payments 

$ 

$ 

2,242 
2,224 
2,206 
1,745 
1,601 
8,012 

18,030 

In April 2016, the Company entered into an agreement to lease approximately 36,602 square feet of office space 
for its U.S. headquarters in Princeton, New Jersey. Pursuant to the lease agreement, the Company issued a letter of credit 
in the amount of $0.3 million to the property owner as a security deposit, which is classified as restricted cash and 
included within other assets on the consolidated balance sheet as of December 31, 2017. 

Supp£v Agreements 

The Company has various supply, license, distribution and manufacturing agreements with third parties that 
include purchase minimums or minimum royalties. Pursuant to these agreements, the Company has minimum future 
obligations of approximatelv $24.6 million as of December 31. 2017. 
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Legal Proceedings 

The Company is currently party to legal proceedings arising in the normal course of business, principally patent 
litigation matters. The Company has assessed such legal proceedings and does not believe that it is probable that a 
liability has been incurred or that the amount of any potential liability or range of losses can be reasonably estimated. As 
a result, the Company has not recorded any loss contingencies for any of these matters as of December 31, 2017. While it 
is not possible to determine the outcome of these matters, in the event of an adverse outcome or outcomes, the 
Company's business could be materially harmed. The Company intends to vigorously defend its intellectual property 
rights. 

Vimovo<ll· ANDA Litigation 

Between March 14, 2011 and May 16, 2013, Pozen, now a subsidiary of the Company, received Paragraph IV 
Notice Letters from Dr. Reddy's Laboratories ("DRL"), Lupin Ltd. ("Lupin"), Watson Laboratories, Inc. - Florida 
("Watson," now part of Actavis), and Mylan Pharmaceuticals Inc. ("Mylan"), stating that each had filed an Abbreviated 
New Drug Application ("ANDA") with the FDA seeking regulatory approval to market a generic version of our Vimovo 
product before the expiration of U.S. Patent No. 6,926,907 (the "'907 patent"). On November 20, 2012, Pozen received a 
second Notice Letter from DRL stating that DRL had filed a second ANDA with the FDA seeking regulatory approval to 
market a different generic formulation of the Vimovo product before the expiration of the '907 patent. The '907 patent is 
assigned to Pozen and listed for the Vimovo product in the FDA's publication titled "Approved Drug Products with 
Therapeutic Equivalence Evaluations'' (also known as the "Orange Book"). 

On April 21, 2011, Pozen filed suit against the first ANDA filer, DRL, in the United States District Court for 
the District of New Jersey (the "District Court"), asserting infringement of the '907 patent. Pozen subsequently filed suit 
against the other three ANDA filers witl1in 45 days of receipt of tl1eir respective Paragraph IV Notice Letters. Horizon, 
the Company's current marketing partner for the Vimovo product in the U.S., is Pozen's co-plaintiff in each suit. 

On October 15, 2013, the United States Patent & Trademark Office ("USPTO") issued to Pozen U.S. Patent 
No. 8,557,285 (the '"285 patent"). The '285 patent is listed in the Orange Book for the Vimovo product and is related to 
the '907 patent. On October 23, 2013, Pozen filed suits against DRL, Lupin, Watson and Mylan in the District Court 
asserting infringement of the '285 patent. These suits have each been consolidated with the above referenced suits 
involving the '907 patent. Between January 12 and 20, 2017, the District court conducted a 6-day bench trial invoh'ing 
Defendants DRL and Mylan relating solely to the validity and infringement of the '907 and '285 patents. On July 21, 
2017, the District Court issued a Final Judgment tl1at the '907 and '285 patents are not invalid and tl1at the DRL and 
My Ian ANDA products infringe the asserted claims of the '285 patent and that the My Ian ANDA product infringes the 
asserted claims of the '907 patent. The Final Judgment further orders that the effective date of any final approval by the 
FDA of the DRL and Mylan ANDA's not be earlier than the expiration of the patents at issue. Based upon a pre-trial 
agreement between the parties, Lupin is also bound by the District Court's Final Judgment. The parties filed notices of 
appeal on August 25, 2017. Those appeals are currently pending. Subject to the immediately following sentence or a 
successful appeal of the decision by the generic competitors party to the suit, this decision is expected to delay generic 
entry until the expiration of the applicable patents. There is ongoing litigation with respect to other patents covering 
Vimovo, which if we are successful and subject to the Actavis license discussed below, would further prevent generic 
entry by the remaining generic competitors until March 2031. 

Between October 7, 2014 and July 19, 2016, tl1e USPTO issued to Pozen U.S. Patent Nos. 8,852,636 (the "'636 
patent"), 8,858,996 (the '"996 patent"), 8,865,190 (tl1e "190 patent"), 8,945,621 (the '"621 patent"), 9, 161,920 (the 
'"920 patent"), 9,198,888 (the '"888 patent"), 9,220,698 (the '"698 patent"), 9,345,695 (the "'695 patent") and 9,393,208 
(the "'208 patent"). The '636, '996, '190, '621, '920, '888, '698, '695 and '208 patents are each listed in the Orange 
Book for the Vimovo product. 

On May 13, 2015, Pozen and Horizon filed suit against DRL, Lupin, Actavis (formerly known as Watson) and 
Mylan in the District Court asserting infringement of the '636 and '996 patents. On June 18, 2015, Pozen filed Amended 
Complaints in each of the suits to assert infringement of the '190 patent. 

On January 25, 2016, Pozen and Horizon filed suit against Actavis in the District Court asserting infringement 
of the '920 and '888 patents. On February 10, 2016, Pozen filed Amended Complaints against DRL, Lupin and Mylan to 
assert infringement of the '920 and '888 patents. On August 11, 2016, Pozen and Horizon filed suit against DRL, Lupin, 
Actavis and Mylan in the District Court asserting infringement of the '621, '698, '695 and '208 patents. The cases 
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involving the '636, '996, '190, '621, '920, '888, '698, '695 and '208 patents have been consolidated for pretrial and 
discovery. On December 20, 2016, Mylan moved to dismiss claims related to the '621 patent against its ANDA On 
April 24, 2017, DRL moved to dismiss claims related to the '621 patent against its second filed ANDA On August 18, 
2017, the District Court granted Mylan's and DRL's motions to dismiss. On August 24, 2017, the District Court stayed 
the claims involving the '636, '996, '190, '920, '888, and '695 patents pending the outcome of the appeal on the '907 
and '285 patents. The cases are proceeding with respect to the remaining patents. The District Court has yet to set a trial 
date. 

On December 19, 2016, defendant Acta vis filed a motion to compel enforcement of an alleged settlement 
agreement related to those Vimovo cases in which it was involved .. On December 30, 2016, the District Court Judge 
ordered the enforcement of the settlement. On January 10, 2017, an Order of Dismissal was entered for all claims against 
Actavis in the Vimovo cases. The Company filed a Notice of Appeal with the Court of Appeals for the Federal Circuit on 
February 8, 2017. 

On March 5, 2018, Horizon and Pozen entered into a confidential settlement agreement with Actavis granting 
Actavis a provisional license under tl1e Orange Book listed patents to Vimovo, effective January 1, 2025. Pursuant to the 
terms of this agreement, on March 7, 2018, the appeal and the underlying Vimovo cases against Actavis were dismissed. 

As with any litigation proceeding, we cannot predict with certainty the outcome of the patent infringement suits 
against DRL, Lupin, and Mylan relating to generic versions of Vimovo. Furthermore, while Horizon is responsible for 
this litigation, including the costs of same, we nevertheless will have to incur additional expenses in com1ection with the 
lawsuits relating to Vimovo, which may be substantial. Moreover, responding to and defending pending litigation results 
in a significant diversion of management's attention and resources and an increase in professional fees. 

Inter Partes Review 

On August 24, 2017, Mylan filed a Petition ("IPR Petition") seeking Patent Trial and Appeal Board ("PTAB") 
review of the '698 patent. On March 8, 2018, the PTAB instituted review of the claims of the '698 patent. Pozen and 
Horizon have until three months to file a Patent Owner Response. 

14. SEGMENT INFORMATION 

Aralez has one operating segment, the acquisition, development and commercialization of products primarily in 
cardiovascular and other specialty areas for the purpose of delivering meaningful products to improve patients' lives 
while focusing on creating shareholder value. The Company's entire business is managed by a single management team, 
which reports to the Chief Executive Officer. 

The geographic segment information provided below is classified based on the major geographic regions in 
which the Company operates. 

Net revenues: 
United States 
Canada 

Total revenues, net 

Long-lived assets: 
United States 
Canada 

Total long-lived assets 

$ 
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For the Years Ended December 31, 
2017 2016 2015 

79,184 $ 
26,763 

105,947 

30,077 $ 
24,193 
54,270 

21,391 

21,391 

December 31, 2017 December 31, 2016 

$ 258,318 $ 

$ 

281,399 
143,647 
425,046 



15. RETIREMENT SAVINGS PLAN 

The Company has an employee savings and retirement plan which is qualified under Section 401 (k) of the 
Internal Revenue Code. The Company made matching contributions for the years ended December 3 1, 2017, 2016 and 
2015 of$0.5 million, $0.5 million and $0.2 million, respectively. 

16. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED) 

The following table presents selected quarterly financial data for the years ended December 31, 2017 and 2016. 

Total revenues, net 
Cost of product revenues 
Other operating costs 
Net loss 

Basic net loss per common share 
Diluted net loss per common share 

Total revenues, net 
Cost of product revenues 
Other operating costs 
Net loss 

Basic net loss per common share 
Diluted net loss per common share 

$ 

$ 

$ 
$ 

$ 

$ 

$ 
$ 

Mar.,h31, 
2017 

25,969 $ 
2,756 

43,896 
(27,477) $ 

(0.42) $ 
(0.42) $ 

Mar.,h31, 
2016 

8,057 $ 
2,538 

43,143 
(33,788) $ 

(0.65) $ 
(0.73) $ 
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Three Months Ended 
June30, September 30, De.,ember 31, 

2017 2017 2017 

27,618 $ 24,338 $ 28,022 
2,948 3,054 4,748 

45,090 38,725 61,233 
(27,520) $ (24,441) $ (45,767) 

(0.42) $ (0.37) $ (0.68) 
(0.42) $ (0.37) $ (0.68) 

Three Months Ended 
June30, September 30, De.,ember 31, 

2016 2016 2016 
(In thousands, except per share data) 

12,578 $ 13,628 $ 20,007 
3,360 3,362 2,505 

26,339 29,900 45,707 
(17,475) $ (20,599) $ (31,116) 

(0.27) $ (0.32) $ (0.48) 
(0.27) $ (0.32) $ (0.48) 
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PART I. FINANCIAL INFORMATION 

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited) 

(in thousands, except share and per share data) 

March 31, 2018 December 31, 2017 

ASSETS 
Current assets: 

Cash and cash equivalents $ 43,887 $ 28,892 
Accounts receivable, net 40,680 13,453 
Inventory 5,672 6,643 
Prepaid expenses and other current assets 3,067 3,687 

Total current assets 93,306 52,675 
Property and equipment, net 6,603 7,453 
Goodwill 79,683 81,781 
Other intangible assets, net 299,610 310,346 
Other long-term assets 1,976 1,222 

Total assets $ 481,178 $ 453,477 
LIABILITIES AND SHAREHOLDERS' EQUITY 
Current liabilities: 

Accounts payable $ 10,587 $ 23,631 
Accrued expenses 89,876 28,496 
Short-term contingent consideration 10,460 11,482 
Other current liabilities 5,901 4,251 

Total current liabilities 116,824 67,860 
Long-term debt, net 274,573 274,546 
Deferred tax liability 2,545 3,797 
Long-term contingent consideration 90,781 88,873 
Other long-term liabilities 3,034 3,182 

Total liabilities 487,757 438,258 
Commitments and Contingencies 
Preferred shares, no par value; unlimited shares authorized, issuable in 
series; none outstanding 
Common shares, no par value, unlimited shares authorized, 67, 194,277 and 
66,972,742 shares issued and outstanding at March 31, 2018 and 
December 31, 2017, respectively 
Additional paid-in capital 365,608 363,792 
Accumulated other comprehensive income 10,443 14,298 
Accumulated deficit (382,630) (362,871) 

Total shareholders' (deficit) equity ~6,5792 15,219 
Total liabilities and shareholders' equity $ 481,178 $ 453,477 

The accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (unaudited) 

(in thousands, except per share data) 

Three Months Ended March 31, 
2018 2017 

Revenues: 
Product revenues, net $ 34,005 $ 6,686 
Other revenues 4,076 19,283 

Total revenues, net 38,081 
Costs and expenses: 

Cost of product revenues (exclusive of amortization shown separately 
below) 11,536 2,756 
Selling, general and administrative 26,502 30,846 
Research and development 37 94 
Amortization of intangible assets 8,990 8,513 
Change in fair value of contingent consideration 5,085 4,443 

Total costs and expenses 52 150 46,652 
Loss from operations (14,069) (20,683) 

Interest expense (6,658) (6,653) 
Other income (expense), net (2122 411 

Loss before income taxes (20,939) (26,925) 
Income tax expense (benefit) {l,1982 552 
Net loss $ (19,741) $ (27,477) 

Basic net loss per common share $ (0.29) $ (0.42) 
Diluted net loss per common share $ (0.29) $ (0.42) 
Shares used in computing basic net loss per common share 67,025 65,690 
Shares used in computing diluted net loss per common share 67,025 65,690 

The accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS (unaudited) 

(in thousands) 

Net loss 
Other comprehensive income: 

Foreign currency translation adjustment 
Other comprehensive income (loss) 
Total comprehensive loss 

$ 

$ 

Three Months Ended March 31, 
2018 2017 

(19,741) $ (27,477) 

(3,8552 1,281 
(3,8552 1,281 

~23,596l $ ~26,1962 

111e accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited) 

(in thousands) 
Three Months Ended Ma1·ch 31, 
2018 2017 

Operating Activities 
Net loss $ (19,741) $ (27,477) 
Adjustments to reconcile net loss to net cash used in operating activities: 

Depreciation and amortization 9,365 8,875 
Amortization of debt issuance costs 26 26 
Change in fair value of contingent consideration 5,085 4.443 
Payment of contingent consideration (775) 
Unrealized foreign cuITency transaction (gain) loss 102 7 
(Gain)loss on sale of fixed assets 181 (266) 
Change in fair value of waITants liability (24) 
Share-based compensation expense 1,760 2,824 
Benefit from defeITed income taxes (l,147) 
Changes in operating a.'8ets and liabilities: 

Accounts receivable (27,711) 11,421 
hiventory 816 452 
Prepaid expenses and other cu=nt assets 613 (l,302) 
Accounts payable (13,120) 17,109 
Accrued expenses and other liabilities 61,048 (5.600) 
DefoITed revenue 2,646 
Other assets ~571) 

Net cash provided by operating activities 18,577 10,488 

Investing activities 
Purchases of property and equipment (32) (1,461) 
Proceeds from sale of property and equipment 2 
Other (215) 
Net cash used in investing activities (l,676) 

l<'inancing activities 
Payment of contingent consideration (3,424) (125) 
Proceeds from exercise of stock options I warrants 56 108 
Net cash used in financing activities (3,368) (17) 
Net increase in cash and cash equivalents 15,179 8,795 
Effect of change in foreign exchange rates on cash and cash equivalents (184) (9) 
Cash and cash equivalents at beginning of period 28 892 64 943 
Cash and cash equivalents at end of period $ 43,887 $ 73 729 

Supplemental disclosure of cash flow information: 
hicome taxes paid $ 40 $ 5 
hiterest paid $ 6,774 $ 4,719 

The accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 

(tabular dollars and shares in thousands, except per share data) 

1. ORGANIZATION, BASIS OF PRESENTATION AND ACCOUNTING POLICIES 

Organization 

Aralez Phannaceuticals Inc., together with its wholly-owned subsidiaries ("Aralez" or the ''Company"), is a 
specialty pharmaceutical company focused on delivering meaningful products to improve patients' lives while creating 
shareholder value by acquiring, developing and commercializing products in various specialty areas. The Company's 
parent corporation, Aralez Pharmaceuticals Inc., was incorporated under the British Columbia Business Corporations Act 
("BCBCA") on December 2, 2015. Aralez's global headquarters is located in Mississauga, Ontario, Canada, and its Irish 
headquarters is located in Dublin, Ireland. The Company's common shares are listed on the NASDAQ Global Market 
under the trading symbol "ARLZ" and on the Toronto Stock Exchange under the trading symbol "ARZ." Aralez was 
fom1ed for the purpose of facilitating the business combination of PO ZEN Inc., a Delaware corporation ("Pozen"), and 
Aralez Pham1aceuticals Canada Inc. (fonnerly known as Tribute Phannaceuticals Canada Inc.), a corporation 
incorporated under the laws of the Province of Ontario, Canada ("Aralez Canada"), which closed on February 5, 2016. 

On February 5, 2016, pursuant to an Agreement and Plan of Merger and Anangement between Aralez 
Pharmaceuticals Inc., Pozen, Aralez Canada and other related parties (as amended, the "Merger Agreement"), Aralez 
completed the acquisition of Aralez Canada by way of a court approved plan of arrangement in a stock transaction with a 
purchase price of $137 .6 million made up of (i) $115.1 million related to Aralez Canada shares, equity awards and 
certain warrants outstanding and (ii) $22.5 million in repayments of Aralez Canada indebtedness. In connection with this 
transaction, Pozen and Aralez Canada were combined under and became wholly-owned subsidiaries of Aralez (the 
"Merger"). Pursuant to Rule 12g-3(a) under the Securities Exchange Act of 1934, as amended, Aralez Phannaceuticals 
Inc. is the successor issuer to Pozen. 

On September 6, 2016, Aralez Pharmaceuticals Trading DAC, a wholly-owned subsidiary of Aralez ("Aralez 
Ireland"), acquired the U.S. and Canadian rights to Zontivity® (vorapaxar), pursuant to an asset purchase agreement (the 
"Zontivity Asset Purchase Agreement") with MSD International GmbH (as successor to Schering-Plough (Ireland) 
Company), an affiliate of Merck & Co., Inc. ("Merck"). 

On October 31, 2016, Aralez Ireland acquired the U.S. rights to Toprol-XL® (metoprolol succinate) and its 
authorized generic (the "AG", and collectively, the "Toprol-XL Franchise") pursuant to an asset purchase agreement (the 
"Toprol-XL Asset Purchase Agreement") entered into between AstraZeneca AB ("AstraZeneca"), Aralez Ireland and 
Aralez Pharmaceuticals Inc. 

Since the Merger in February 2016, the Company has incurred significant net losses. The Company incurred a 
net loss of $19.7 million for the three months ended March 31, 2018 and $125.2 million for the year ended December 31, 
2017. Although the Company generated cash from operations for the quarter ended March 31, 2018 of $18.6 million, 
this relates to a temporary improvement in our working capital. The Company has a history of negative cash flows from 
operations, including net cash used in operating activities of $28.8 million during the year ended December 31, 2017. 
The Company's ability to become profitable and/or to generate positive cash from operations depends upon, among other 
things, its ability to generate revenues from sales of its products and prudently manage its expenses. If the Company 
does not generate sufficient product revenues, or prudently manage its expenses, its business, financial condition, cash 
flows, results of operations and ability to continue as a going concern could be materially and adversely affected. 

The Company's principal sources of liquidity are the operating income of Aralez Canada; sales from the 
Toprol-XL Franchise; cash generated from the royalty payments received from our commercialization partners for net 
sales of Vimovo <B'; and the financings completed on February 5, 2016 and October 31, 2016. The Company's principal 
liquidity requirements are for working capital; our debt service requirements; operational expenses; commercialization 
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activities for products, including the Company's Canadian product portfolio, the Toprol-XL Franchise, and product 
candidates; contractual obligations, including any royalty and milestone payments that will or may become due; and 
capital expenditures. 

During 2017 and early 2018, we implemented a number of cost savings initiatives designed to streamline our 
business, deliver profitability and support growth, as well as extend our cash runway. The cost-savings initiatives are 
expected to result in a leaner and more effective perfonnance-oriented operating model. These cost savings initiatives 
included a 32% reduction in its U.S. sales force and realignment of certain financial resources to support the launch of 
Zonti vity, together with a significant decrease in marketing spend on Y osprala and other cost reductions across the 
business designed to attain profitability and enhance the Company's liquidity position. Further, in March 2018, the 
Company announced its intention to discontinue Y osprala. 

On May 8, 2018, the Company announced that it has determined that a new strategic direction is in the best 
interests of the Company and its stakeholders. This strategic direction will involve (i) a focus on the Company's strong 
Canadian business, supported by the Toprol-XL Franchise as well as Vimovo royalties, and (ii) the discontinuation of the 
remaining U.S. commercial business. Decisive actions are being taken to wind down our U.S. commercial business 
immediately and ultimately close the U.S. operations. In addition, the Company continues to explore and evaluate a 
range of strategic business opportunities, including (i) active discussions for the continued commercialization of 
Zontivity with a focus on divesting or out-licensing the U.S. rights, (ii) active discussions to divest the U.S. rights to 
Yosprala, Fibricor® and Bezalip® SR, and (iii) broader strategic and refinancing alternatives for its business. This new 
strategic direction is expected to significantly reduce the Company's cost structure. See Note 13, "Subsequent Events" 
for further discussion. 

In addition, the Company has very recently experienced increased generic competition with respect to the 
Toprol-XL Franchise with a new generic entrant to the market, which may cause a negative impact on future business. 

Based on recent events described above, and despite the cost savings initiatives also described above, the 
Company has determined that there is a reasonable possibility that the Company will not have sufficient liquidity to fund 
its current and plam1ed operations through the next 12 months, which raises substantial doubt about the Company's 
ability to continue as a going concern. The Company has based this belief on assumptions and estimates that may prove 
to be wrong, and the Company could generate more or less revenues than expected or spend its available cash and cash 
equivalents less or more rapidly than expected. 

The Company is continuing to explore and evaluate strategic business opportunities to enhance liquidity, 
including by any combination of debt refinancing, additional cost savings initiatives, proceeds-generating transactions, 
such as the divestiture or out-license of certain assets, M&A activities and/or other strategic opportunities. There can be 
no assurances that these other initiatives will be available on reasonable tem1s, or at all. If the Company is not successful 
with respect to the initiatives described above, or ifthe Company's future operations fail to meet its current expectations 
(including as a result of increased generic competition with respect to the Toprol-XL Franchise), the Company's 
projected future liquidity may be negatively impacted, which could continue to negatively impact its assessment under 
this accounting standard in the future and could materially and adversely affect its business, financial condition, cash 
flows and results of operations. 

The unaudited condensed financial statements as of March 31, 2018 have been prepared under the assumption 
that the Company will continue as a going concern for the next 12 months. The Company's ability to continue as a 
going concern is dependent upon its uncertain ability to obtain additional capital, generate sufficient revenues and reduce 
expenditures. The unaudited condensed financial statements as of March 31, 2018 do not include any adjustments that 
might result from the outcome of this uncertainty. 

Basis of Presentation and Consolidation 

The accompanying condensed consolidated financial statements are unaudited and have been prepared by 
Aralez in accordance with accounting principles generally accepted in the United States of America ("GAAP"), and 
pursuant to, and in accordance with, the instructions to F onn 10-Q and Article 10 of Regulation S-X. The condensed 
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consolidated balance sheet at December 31, 2017 was derived from audited financial statements, but certain information 
and footnote disclosures nonnally included in the Company's ammal financial statements have been condensed or 
omitted. These condensed consolidated financial statements should be read in conjunction with the audited financial 
statements contained in the Company's Annual Report on Form 10-K filed with the Securities and Exchange 
Commission ('SEC") and with applicable Canadian securities regulators on SEDAR on March 14, 2018 (the "2017 
Form 10-K"). 

The condensed consolidated financial statements, in the opinion of management, reflect all normal and 
recurring adjustments necessary for a fair statement of the Company's financial position and results of operations. 
Certain reclassifications with respect to the presentation of accrued expenses were made to prior year figures to conform 
with current year presentation. 

The accompanying condensed consolidated financial statements include the accounts of Aralez Pharmaceuticals 
Inc. and its wholly-owned subsidiaries. All intercompany balances and transactions have been eliminated in 
consolidation. The results of operations for the interim periods are not necessarily indicative of the results of operations 
to be expected for any future period or the entire fiscal year. 

Use of Estimates 

The preparation of financial statements in confonnity with GAAP requires the extensive use of estimates and 
assumptions that affect the reported amounts of assets, liabilities, revenues, expenses and related disclosures. The most 
significant assumptions are employed in estimates used in determining values of: inventories; long-lived assets, 
including goodwill, other intangible assets; accrued expenses; contingent consideration; income taxes; share-based 
compensation expense; as well as estimates used in accounting for contingencies and revenue recognition. Actual results 
could differ from these estimates. 

Concentration of Risk 

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist 
principally of cash and cash equivalents, including money market funds. The Company's investment policy places 
restrictions on credit ratings, maturities, and concentration by type and issuer. The Company is exposed to credit risk in 
the event of a default by the financial institutions holding our cash and cash equivalents to the extent recorded on the 
balance sheet. 

The Company is also subject to credit risk from accounts receivable related to product sales and monitors its 
exposure within accounts receivable and records a reserve against uncollectible accounts receivable as necessary. The 
Company extends credit to pharmaceutical wholesale distributors and specialty phannaceutical distribution companies, 
primarily in Canada and the United States, and to other international distributors. Customer creditworthiness is 
monitored and collateral is not required. 

Cash and Cash Equivalents 

Cash and cash equivalents consists of cash and short-term, interest-bearing instruments with original maturities 
of 90 days or less at the date of purchase. 

Inventory 

Inventories are stated at the lower of cost or net realizable value on a first-in, first-out basis. Cost is determined 
to be the purchase price for raw materials and the production cost, including materials, labor and indirect manufacturing 
costs, for work-in-process and finished goods. The Company analyzes its inventory levels quarterly and writes-down 
inventory that has become obsolete, inventory that has a cost basis in excess of its expected net realizable value, 
inventory in excess of expected sales requirements or inventory that fails to meet commercial sale specifications to cost 
of product revenues. Expired inventory is disposed of and the related costs are written off to cost of product revenues. 
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Property, Plant and Equipment 

Fixed assets are stated at cost. Depreciation is provided using the straight-line method based on estimated useful 
lives or, in the case of leasehold improvements, over the lesser of the useful lives or the lease tenns. Repairs and 
maintenance costs are expensed as incurred. 

Intangible Assets 

Goodwill 

Goodwill relates to amounts that arose in connection with the acquisitions of Aralez Canada, Zontivity and the 
Toprol-XL Franchise. Goodwill represents the excess of the purchase price over the fair value of the net assets acquired 
when accounted for using the acquisition method of accounting for business combinations. Goodwill is not amortized but 
is evaluated for impairment on an annual basis, in the fourth quarter, or more frequently if an event occurs or 
circumstances change that would more-likely-than-not reduce the fair value of the Company's reporting unit below its 
carrying amount. See Note 13, "Subsequent Events," for further discussion relating to the Company's goodwill. 

Other Intangible Assets, net 

Other intangible assets consist of acquired technology rights. The Company amortizes its intangible assets using 
the straight-line method over their estimated economic lives. Costs to obtain, maintain and defend the Company's patents 
are expensed as incurred. The Company will evaluate the potential impainnent of other intangible assets if events or 
changes in circumstances indicate that the carrying amount of the assets may not be fully recoverable or that the useful 
lives of these assets are no longer appropriate. Events giving rise to impairment are an inherent risk in the pharmaceutical 
industry and many factors cannot be predicted. Factors that are considered in deciding when to perform an impairment 
review include significant changes in forecasted projections for the asset or asset group for reasons including, but not 
limited to, significant under-performance of a product in relation to expectations, significant changes or planned changes 
in our use of the assets, significant negative industry or economic trends, and new or competing products that enter the 
marketplace. The impairment test is based on a comparison of the undiscounted cash flows expected to be generated 
from the use of the asset group and its eventual disposition to the carrying value of the asset group. If impairment is 
indicated, the asset is written down by the amount by which the carrying value of the asset exceeds the related fair value 
of the asset with the related impairment charge recognized within the statements of operations. Such impairment charges 
may be material to the Company's results. The valuation techniques utilized in performing the initial valuation of other 
intangible assets or subsequent quantitative impairment tests incorporate significant assumptions and judgments to 
estimate the fair value. The use of different valuation techniques or assumptions could result in significantly different fair 
value estimates. There were no impairment charges during the three months ended March 31, 2018 and 2017, 
respectively. See Note 13, "Subsequent Events," for further discussion relating to the Company's intangible assets. 

Contingent Consideration 

Certain of the Company's business acquisitions involve the potential for future payment of consideration that is 
contingent upon the achievement of operational and commercial milestones and royalty payments on future product 
sales. The fair value of contingent consideration liabilities is determined at the acquisition date using unobservable 
inputs. These inputs include the estimated amount and timing of projected cash flows, the probability of success 
(achievement of the contingent event) and the risk-adjusted discount rate used to present value the probability-weighted 
cash flows. Subsequent to the acquisition date, at each reporting period, the contingent consideration liability is 
remeasured at current fair value with changes recorded in the consolidated statements of operations. Changes in any of 
the inputs may result in a significantly different fair value adjustment. See Note 13, "Subsequent Events," for further 
discussion relating to the Company's contingent consideration. 
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Revenue Recognition 

Principal sources of revenue are (i) product revenues from sales of the product portfolio acquired with the 
Company's acquisition of Aralez Canada (ii) product revenues from sales of the Toprol-XL Franchise and Zontivity, and 
(iii) royalty revenues from sales of Vimovo® by the Company's commercialization partners. 

In January 2018, the Company adopted Financial Accounting Standards Board ("F ASB") Accounting Standards 
Codification ("ASC") Topic 606, Revenue .fi'om Contracts with Customers, using the modified retrospective transition 
method. Under this method, the Company employed retrospective application with the cumulative effect of initially 
applying the guidance recognized at the date of initial application (January 1, 2018). For a complete discussion of 
accounting for product revenues, net and other revenues, see Note 3, "Revenue Recognition." 

Income Taxes 

The Company accounts for income taxes using the liability method in accordance with FASB ASC Topic 740, 
"Income Taxes" ("ASC 740"). Deferred tax assets and liabilities are determined based on temporary differences between 
financial reporting and tax basis assets and liabilities and are measured by applying enacted rates and laws to taxable 
years in which differences are expected to be recovered or settled. Further, the effect on deferred tax assets and liabilities 
of a change in tax rates is recognized in income in the period that the rate changes. A valuation allowance is required 
when it is "more-likely-than-not" that all or a portion of deferred tax assets will not be realized. Since the Company's 
inception, substantial cumulative losses have been incurred and substantial and recurring losses may be incurred in future 
periods. The utilization of the loss carryforwards to reduce future income taxes will depend on the Company's ability to 
generate sufficient taxable income prior to the expiration of the loss carryforwards. In addition, the maximum annual use 
of net operating loss and research credit carryforwards is limited in certain situations where changes occur in stock 
ownership. 

Aralez files federal and state income tax returns, as applicable, with the tax authorities in various jurisdictions 
including Canada, Ireland and the United States. Pozen is no longer subject to U.S. federal or North Carolina state 
income tax examinations by tax authorities for years before 2014. Aralez Canada is no longer subject to Canadian 
income tax examinations by tax authorities for years before 2011. However, the loss and credit carryforwards generated 
by Pozen and Aralez Canada may still be subject to change to the extent these losses and credits are utilized in a year that 
is subject to examination by tax authorities. 

On December 22, 2017, the U.S. government enacted comprehensive tax legislation, referred to as the Tax Cuts and 
Jobs Act (the "Tax Act"), which significantly revises U.S. tax law by, among other provisions, lowering the U.S. federal 
statutory corporate income tax rate from 3 5% to 21 %, imposing a mandatory one-time transition tax on previously deferred 
foreign earnings, and eliminating or reducing certain income tax deductions. 

ASC 740, Income Taxes requires the effects of changes in tax laws to be recognized in the period in which the 
legislation is enacted. However, due to the complexity and significance of the Tax Act's provisions, the Securities and 
Exchange Commission ("SEC") staff issued SAB 118, which allows companies to record the tax effects of the Tax Act on 
a provisional basis based on a reasonable estimate, and then, if necessary, subsequently adjust such amounts during a 
limited measurement period as more information becomes available. The measurement period ends when a company has 
obtained, prepared, and analyzed the information necessary to finalize its accounting, but cannot extend beyond one year 
from enactment. 

The Tax Act did not have a material impact on the Company's financial statements since the Company's deferred 
temporary differences are fully offset by a valuation allowance and the Company does not have any significant off shore 
earnings from which to record the mandatory transition tax. However, given the significant complexity of the Tax Act, 
anticipated guidance from the U.S. Treasury about implementing the Tax Act, and the potential for additional guidance 
from the SEC or the F ASB related to the Tax Act, these estimates may be adjusted during the measurement period. The 
provisional amounts disclosed in the Company's footnotes were based on the its present interpretations of the Tax Act and 
current available infom1ation, including assumptions and expectations about future events, such as its projected financial 
performance, and are subject to further refinement as additional information becomes available and further analyses are 
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completed. The Company continues to analyze the changes in certain income tax deductions, assess calculations of 
earnings and profits in certain foreign subsidiaries, including if those earnings are held in cash or other assets and gather 
additional data to compute the full impacts on the Company's deferred and current tax assets and liabilities. 

ASC 740 prescribes a comprehensive model for how a company should recognize, measure, present and 
disclose in its financial statements uncertain tax positions that the company has taken or expects to take on a tax return, 
including a decision whether to file or not file a return in a particular jurisdiction. The financial statements reflect 
expected future tax consequences of such positions presuming the taxing authorities' full knowledge of the position and 
all relevant facts. The Company recognizes any interest and penalties accrued related to unrecognized tax benefits as 
income tax expense. 

Share-Based Compensation 

The Company expenses the fair value of employee share-based compensation over the employees' service 
periods, which are generally the vesting period of the equity award. For awards with performance conditions granted, the 
Company recognizes compensation cost over the expected period to achieve the perfonnance conditions, provided 
achievement of the performance conditions are deemed probable. Awards with market-based conditions are expensed 
over the service period regardless of whether achievement of the market condition is deemed probable or is ultimately 
achieved. Compensation expense is measured using the fair value of the award at the grant date. The Company 
recognizes the impact of forfeitures of share-based awards when they occur, with no adjustment for estimated forfeitures. 

In order to determine the fair value of option awards on the grant date, the Company uses the Black-Scholes 
option pricing model. Inherent in this model are assumptions related to expected share price volatility, estimated option 
life, risk-free interest rate and dividend yield. The expected share price volatility assumption is based on the historical 
volatility of the Company's common shares, which is obtained from public data sources. The expected life represents the 
weighted average period of time that share-based awards are expected to be outstanding giving consideration to vesting 
schedules, historical exercise patterns and post-vesting cancellations for terminated employees that have been exhibited 
historically, adjusted for specific factors that may influence future exercise patterns. The risk-free interest rate is based 
on factual data derived from public sources. The Company uses a dividend yield of zero as it has no intention to pay cash 
dividends in the foreseeable future. For performance-based awards with market conditions, the Company uses a Monte 
Carlo simulation model to determine the fair value of awards on the date of grant. 

Determining the appropriate amount to expense for awards with performance conditions based on the 
achievement of stated goals requires judgment, including forecasting future performance results. The estimate of expense 
is revised periodically based on the probability of achieving the required performance targets and adjustments are made 
as appropriate. The cumulative impact of any revisions is reflected in the period of change. If any applicable financial 
performance goals are not met, no compensation cost is recognized and any previously recognized compensation cost is 
reversed. 

Fair Value Measurements 

The accounting standard for fair value measurements defines fair value, establishes a framework for measuring 
fair value in accordance with GAAP, and requires detailed disclosures about fair value measurements. Under this 
standard, fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The valuation techniques are based on observable and 
unobservable inputs. Observable inputs reflect readily obtainable data from independent sources, while unobservable 
inputs reflect certain market assumptions. This standard classifies these inputs into the following hierarchy: 

• Level 1 Inputs - Quoted prices for identical instrun1ents in active markets. 
• Level 2 Inputs - Quoted prices for similar instruments in active markets; quoted prices for identical or similar 

instruments in markets that are not active; and model-derived valuations whose inputs are observable or whose 
significant value drivers are observable. 

• Level 3 inputs - Instruments with primarily unobservable value drivers. 
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The fair value hierarehy level is determined by asset class based on the lowest level of significant input. In 
periods of market inactivity, the observability of prices and inputs may be reduced for certain instruments. This condition 
could cause an instrument to be reclassified between levels. 

The carrying amount of cash and cash equivalents approximates its fair value due to the short-term nature of 
these amow1ts. The contingent consideration liability is also carried at fair value, and is recorded as separate short and 
long-term balances on the consolidated balance sheet at March 31, 2018. The significant unobservable inputs used in the 
fair value measurement of the Company's contingent consideration liability inelude the estimated amount and timing of 
projected cash flows, the probability of success (achievement of the contingent event) and the risk-adjusted discount rate 
used to present value the probability-weighted eash flows. The use of different inputs in the valuation of the contingent 
consideration liability could result in materially different fair value estimates. 

Foreign Currency 

The Company's reporting currency is the U.S. dollar. The assets and liabilities of subsidiaries that have a 
functional currency other than the U.S. dollar, primarily the Canadian dollar, are translated into U.S. dollars at the 
exchange rates in effect at the balance sheet date with the results of operations of subsidiaries translated at average 
exchange rates for the period. The cumulative foreign currency translation adjustment is recorded as a component of 
accumulated other comprehensive income within shareholders' equity. 

Transactions in foreign currencies are remeasured into the functional currency of the relevant subsidiary at the 
exchange rate in effect at the date of the transaction. Any monetary assets and liabilities arising from these transactions 
are translated into the functional currency at exchange rates in effect at the balance sheet date or on settlement. Resulting 
gains and losses are recorded in other income (expense), net within the consolidated statements of operations. 

Accumulated Other Comprehensive Income 

A company is required to present, either on the face of the statement where net income (loss) is presented, in a 
separate statement of comprehensive income (loss) or in the notes, significant amounts reclassified out of accumulated 
other comprehensive income by the respective line items of net income (loss). There were no amounts reclassified out of 
accumulated other comprehensive income for the three months ended March 31, 2018 and 2017, respectively. Other 
comprehensive income for the three months ended March 31, 2018 and 2017 related to foreign currency translation 
adjustments. 

Going Concern 

FASB Accounting Standards Update No. 2014-15, Presentation of Financial Statements - Going Concern 
(Subtopic 205-40): Disclosure of Uncertainties about an Entity's Ability to Continue as a Going Concern, defines 
management's responsibility to assess an entity's ability to continue as a going concern, and to provide related footnote 
disclosures ifthere is substantial doubt about its ability to continue as a going concern. The Company performs 
quarterly evaluations to identify current conditions which may raise substantial doubt about the entity's ability to 
continue as a going concern within one year after the date that the financial statements are issued. See Note 1 
''Organization, Basis of Presentation and Accounting Policies" for additional information on our liquidity risks and 
management's plans. 

Recent Accounting Pronouncements 

In May 2014, the FASB issued ASU 2014-09, Revenue fiwn Contracts with Customers ("Topic 606 "),which 
amends the guidance for accounting for revenue from contracts with customers and requires revenue recognition based 
on the transfer of promised goods or services to customers in an amount that reflects consideration Aralez expects to be 
entitled to in exchange for goods or services. Topic 606 supersedes prior revenue recognition requirements in ASC 
Topic 605 and most industry-specific accounting guidance. In 2015 and 2016, the FASB issued additional updated 
guidance, which clarified certain aspects of the Topic 606 and the related implementation guidance issued by the F ASB­
IASB Joint Transition Resource Group for Revenue Recognition. 
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The Company adopted this Topic 606 effective January 1, 2018, using the modified retrospective transition 
method. Under this method, the Company employed retrospective application with the cumulative effect of initially 
applying the guidance recognized at the date of initial application. 

The Company analyzed the impacts of Topic 606 on its revenue streams, specifically focusing on (i) revenues 
from the sale of its products, and (ii) royalty revenues. The Company reviewed its accounting policies and practices to 
identify potential differences that would result from applying the guidance. The Company assessed its customer contracts 
throughout 2017 and any impact the standard would have on its processes, systems and controls. The Company's 
assessment of the impacts of Topic 606 determined that the adoption of the guidance did not have a material impact on 
the timing or measurement of the Company's revenue recognition. One of the most significant changes m1der the new 
guidance related to the recognition of variable consideration. The new guidance requires the Company to estimate 
variable consideration and include in revenue amounts for which is it probable that a significant revenue reversal will not 
occur. For the majority of the Company's product revenues, the Company already accounted for these estimates using 
the expected value method in accordance with topic 605 and as such, the adoption of Topic 606 did not have a significant 
impact on the Company's revenue recognition model. 

In accordance with Topic 605, Revenue Recognition, revenue recognition is deferred until the transaction price 
is fixed or detenninable. In 2017, the Company only had one product, Y osprala, where it lacked sufficient history to 
make reasonable and reliable estimates of the transaction price (returns, rebates, chargebacks, etc.) and, as such, the 
Company previously deferred revenues and costs of inventory for Yosprala shipped to wholesalers in the United States 
until the product was sold through to the end customer. Under Topic 606, the Company is required to estimate variable 
consideration when there is a "high degree of confidence" that a significant revenue reversal will not occur in a 
subsequent reporting period. However, ifthe possibility of significant revenue reversal in a subsequent reporting period 
exists, revenue deferral is appropriate until such time the uncertainty, or estimate constraint, associated with the variable 
consideration is subsequently resolved. In the case of Y osprala, this uncertainty still existed at December 3 1, 2017. As 
such, the Company applied a significant estimate constraint related to its variable consideration for this product until 
such time as tl1is uncertainty is resolved. The adoption of Topic 606 did not have a significant impact on tl1e related 
revenue recognition for this product since the revenue and cost of inventory amounts deferred as of December 31, 2017 
were not significant. 

Under Topic 606, the Company's royalty revenue streams are to be recognized at the later of when (1) the sales 
occurs or (2) the performance obligation to which some or all of the sales-based royalty has been allocated is satisfied in 
whole or in part. With regards to the Company's royalty revenues, recognition occurs when the sales occur, which is 
consistent with Topic 605, and therefore the adoption of Topic 606 did not impact the Company's royalty revenue 
streams. 

Finally, Topic 606 requires more robust disclosures than required by previous guidance, including disclosures 
related to disaggregation of revenue into appropriate categories, performance obligations, the judgements made in 
revenue recognition determinations, adjustments to revenue which relate to activities from previous quarters or years, 
any significant reversals of revenue, and costs to obtain or fulfill contracts. See Note 3, "Revenue Recognition." 

The Company's cumulative effect of adopting Topic 606 resulted in an immaterial adjustment to accumulated 
deficit during the three months ended March 31, 2018. 

In January 2017, the FASB issued ASU 2017-04, Intangibles-Goodwill and Other (Topic 350): Simplifying the 
Test for Goodwill Impairment. The amended guidance eliminates a step from the goodwill impairment test. Under the 
amended guidance, an entity should perform its annual or interim goodwill impairment test by comparing the fair value 
of a reporting unit with its carrying amount. An entity would recognize an impaim1ent charge for the amount by which 
the carrying amount exceeds the reporting unit's fair value; however, the loss recognized should not exceed the total 
amount of goodwill allocated to tlmt reporting unit. The Company adopted this new guidance in the fourth quarter of 
2017. The adoption of ASU 2017-04 did not have any impact on its consolidated financial statements upon adoption of 
this new guidance. 
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In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of 
Certain Cash Receipts and Cash Payments, providing additional guidance on eight specific cash flow classification 
issues. The goal of the ASU is to reduce diversity in practice of classifying certain items. The amendments in the ASU 
are effective for Aralez in the first quarter of 2018 using a retrospective transition method, and early adoption is 
pennitted. The Company's adoption of ASU-2016-15 did not have a material impact on its consolidated financial 
statements. 

In January 2017, the F ASB issued ASU 2017-01, Business Combinations (Topic 805): Clarifj;ing the Definition 
of a Business, in an effort to clarify the definition of a business with the objective of adding guidance to assist entities 
with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The 
amendments of this ASU are effective for Aralez in the first quarter of 2018 on a prospective basis and early adoption is 
pem1itted. The Company's adoption of ASU-2017-01 did not have a material impact on its consolidated financial 
statements. 

In January 2016, the F ASB issued ASU 2016-01, Financial Instruments-Overall (Subtopic 825-10), which 
requires equity investments to be measured at fair value with changes in fair value recognized in net income. It allows an 
entity to choose to measure equity investments that do not have readily detenninable fair values at cost minus 
impairment. It also simplifies the impairment assessment of equity investments without readily detem1inable fair values 
and eliminates the requirements to disclose the methods used to estimate fair value for instruments measured at 
amortized cost on the balance sheet. The amendments in the ASU are effective for Aralez in the first quarter of 2018. 
The Company's adoption of ASU-2016-01 did not have a material impact on its consolidated financial statements. 

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes current lease 
accounting guidance. The primary difference between current GAAP and the new standard is the recognition of lease 
assets and lease liabilities by lessees for those leases classified as operating leases under current GAAP. The standard 
requires a modified retrospective approach upon adoption, with practical expedients that may be available to elect. The 
standard is effective for Aralez in the first quarter of 2019 and early adoption is permitted. The Company is evaluating 
the impact of the ASU on its consolidated financial statements. 

2. BUSINESS AGREEMENTS 

Agreements with AstraZeneca for Toprol-XL 

On October 31, 2016, Aralez Ireland acquired the U.S. rights to the Toprol-XL Franchise pursuant to the 
Toprol-XL Asset Purchase Agreement. Toprol-XL is a cardioselective beta-blocker indicated for the treatment of 
hypertension, alone or in combination with other antihypertensives, the long term treatment of angina pectoris and 
treatment of stable, symptomatic (NYHA class II or III) heart failure of specific origins. In July 2017, AstraZeneca, 
Aralez Ireland and Aralcz Phannaceuticals Inc. entered into an amendment to the Toprol-XL Asset Purchase Agreement 
pursuant to which (1) the milestone payments payable under the Toprol-XL Asset Purchase Agreement were deferred 
and extended, and (2) the definition of net sales was amended. The purchase price under the Toprol-XL Asset Purchase 
Agreement, as amended, consists of (i) a payment of $175.0 million by Aralez Ireland to AstraZeneca, which was made 
on the closing date of the Toprol-XL acquisition; (ii) certain milestone payments payable by Aralez Ireland subsequent 
to the closing of the acquisition, which the Company is obligated to pay in quarterly installments of approximately $5.6 
million for eight consecutive quarters beginning in the second quarter of 2019 due to the occurrence of certain milestone 
events based on the ammal aggregate net sales of the Toprol-XL Franchise and other contingent events; (iii) certain other 
milestone payments of up to an additional $3.0 million in the event the net sales of the Toprol-XL Franchise exceed $125 
million or $135 million in a year; (iv) royalty payments of (A) 15% of total quarterly net sales of branded Toprol-XL and 
any other authorized or owned generic version of Toprol-XL that is marketed, distributed or sold by Aralez, and (B) 15% 
of quarterly net sales of the current or any other third party authorized generic, but for purposes of royalty payments and 
clause (B) only, net sales do not include the supply price paid for the current or other third party authorized generic by 
Aralez Ireland to AstraZeneca under the supply agreement entered into between Aralez Ireland and AstraZeneca in 
respect of the applicable period and (v) a payment for the value of the finished inventory of the Toprol-XL Franchise at 
closing of the Toprol-XL acquisition, not to exceed a cap specified in the Toprol-XL Asset Purchase Agreement. 
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On October 31, 2016, in connection \vith the Toprol-XL acquisition, Aralez Ireland entered into a Supply 
Agreement (the "Toprol-XL Supply Agreement") \Vith AstraZeneca. Pursuant to the tenns of the Toprol-XL Supply 
Agreement and except as othenvise expressly set forth therein, AstraZeneca will be the exclusive manufacturer and 
supplier to Aralez Ireland of the Toprol-XL Franchise, each in finished bottled form for exploitation and 
commercialization in the United States. The initial term of the Toprol-XL Supply Agreement is 10 years (the "Toprol­
XL Supply Initial Tenn"). The Toprol-XL Supply Agreement will continue indefinitely following the expiration of the 
Toprol-XL Supply Initial Term unless terminated in accordance with its terms. Except in the case of certain uncured 
material breaches of the Toprol-XL Supply Agreement by Aralez Ireland or certain insolvency related events affecting 
Aralez Ireland, AstraZeneca may not terminate the Toprol-XL Supply Agreement unless it satisfies certain conditions 
related to, among other things, the transfer of technology. In addition to termination rights upon certain uncured material 
breaches of the Toprol-XL Supply Agreement by AstraZeneca or certain insolvency related events affecting 
AstraZeneca, Aralez Ireland may terminate the Toprol-XL Supply Agreement at any time following the Toprol-XL 
Supply Initial Tenn upon providing 12 months prior written notice to AstraZeneca. AstraZeneca also provided certain 
transition services to Aralez Ireland through December 31, 2017 to facilitate the transition of the supply, sale and 
distribution of the Toprol-XL Franchise, in exchange for compensation specified in the transition services agreement. 

Agreement with the United States Government Regarding Toprol-XL 

On February 23, 2017, Aralez Pharmaceuticals US Inc. ("Aralez US"), a Delaware company and a wholly­
owned, indirect subsidiary of Aralez Pharmaceuticals Inc., entered into a Novation Agreement (the "Novation 
Agreement") with AstraZeneca Pharmaceuticals LP ("AstraZeneca LP") and the United States of America (the 
"Government") pursuant to which all of the rights and responsibilities of AstraZeneca LP under that certain VA National 
Contract signed February 11, 2016 and effective April 29, 2016 between AstraZeneca LP and the Government were 
novated to Aralez US (as novated, the "VA Contract"). The Novation Agreement was entered into pursuant to the 
Toprol-XL Asset Purchase Agreement. 

Under the VA Contract, Aralez US provides all requirements of certain pharmaceutical products containing 
metoprolol succinate as the active pharmaceutical ingredient at fixed prices for the U.S. Department of Veterans Affairs 
and certain other United States federal government agencies. The VA Contract had an initial one-year term expiring 
April 28, 2017, renewable at the option of the Government for four successive additional one year terms. On April 6, 
2017, Aralez US and the Government entered into a Modification of Contract with respect to the VA Contract, pursuant 
to which the Government exercised its first renewal option under the VA Contract, extending the term of the VA 
Contract by one year to April 28, 2018 with modified pricing as set forth therein. On April 3, 2018, Aralez US and the 
Government entered into a Modification of Contract pursuant to which the Governn1Cnt exercised its second renewal 
option under the VA Contract, extending the term of the VA Contract by one year to April 28, 2019 on the same pricing 
as had been in effect during the April 29, 2017 to April 28, 2018 annual term, except for a price decrease to the 200mg 
SKUs only (which are currently the smallest selling SKUs). The VA Contract is terminable at the convenience of the 
Government at any time. 

Agreements with Merck for Zontil>ity 

On September 6, 2016, Aralez Ireland acquired the U.S. and Canadian rights to Zontivity, pursuant to the 
Zontivity Asset Purchase Agreement with Merck. Zontivity represents an addition to the Company's product portfolio in 
cardiovascular disease and is the first and currently the only approved therapy shown to inhibit the protease-activated 
receptor- I (P AR-1 ), the primary receptor for thrombin, which is considered to be the most potent activator of platelets. 
The purchase price for Zontivity consists of (i) a payment of $25.0 million by Aralez Ireland to Merck, which was made 
on the closing date of the acquisition, (ii) certain milestone payments payable by Aralez Ireland subsequent to the closing 
of the acquisition upon the occurrence of certain milestone events based on the am1ual aggregate net sales of Zontivity, 
any combination product containing vorapaxar sulphate and one or more other active phannaceutical ingredients or any 
line extension thereof, which in no event will exceed $80 million in the aggregate, and (iii) royalty payments in the low 
double digits based on the annual aggregate net sales of Zontivity, any combination product containing vorapaxar 
sulphate and one or more other active pharmaceutical ingredients or any line extension thereof. 

Pursuant to tl1e terms of the Zontivity Asset Purchase Agreement and certain ancillary agreements entered into 
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in connection with the Zontivity acquisition, Merck has agreed to supply Zontivity to Aralez Ireland for a period of up to 
three years following the closing of the acquisition (although the packaging component has now been transferred to the 
Company's third party provider). Merck also provided certain transition services to Aralez Ireland following the closing 
of the Zontivity acquisition through March 31, 2017 to facilitate the transition of the supply, sale and distribution of 
Zontivity, including distributing Zontivity on behalf of Aralez Ireland in exchange for compensation specified in the 
transition services agreement. In addition, in connection with the foregoing transactions, Merck granted Aralez Ireland, 
among other things, (i) an exclusive and royalty-free license to certain trademarks solely to exploit Zontivity in the U.S. 
and Canada and their respective territories, and (ii) an exclusive and royalty-free license to certain know-how solely in 
connection with the manufacture of Zontivity for exploitation in the U.S. and Canada and their respective territories. 

Agreement with AstraZeneca/Horizon regarding Vimovo ® 

In August 2006, the Company entered into a collaboration and license agreement, effective September 7, 2006 
(the "Original AZ Agreement"), with AstraZeneca regarding the development and commercialization of proprietaiy 
fixed dose combinations of the proton pump inhibitor ("PPI") esomeprazole magnesium with the non-steroidal anti­
inflammatoiy drug ("NSAID") naproxen in a single tablet for the management of pain and inflammation associated with 
conditions such as osteoarthritis and rheumatoid arthritis in patients who are at risk for developing NSAID-associated 
gastric ulcers. Under the terms of the Original AZ Agreement, the Company granted to AstraZeneca an exclusive, fee­
bearing license, in all countries of the world except Japan, under the Company's patents and know-how relating to 
combinations of gastroprotective agents and NSAIDs (other than aspirin and its derivatives). The Company developed 
Vimovo with AstraZeneca pursuant to this collaboration arrangement, with AstraZeneca responsible for 
commercialization of Vimovo. 

During 2013, AstraZeneca decided to cease promotion and sampling of Vimovo in certain countries, including 
the United States and all countries in Europe, other than Spain and Portugal, which have pre-existing contractual 
relationships with third parties. In November 2013, AstraZeneca divested of all of its rights, title and interest to develop, 
commercialize and sell Vimovo in the United States to Horizon Pharma USA, Inc. ("Horizon"). In connection with this 
divestiture, in November 2013, the Company and AstraZeneca entered into an Amended and Restated Collaboration and 
License Agreement for the United States (the "U.S. Agreement") and an Amended and Restated License and 
Collaboration Agreement for outside the United States and Japan (the "ROW Agreement"), which agreements 
collectively amended and restated the Original AZ Agreement (as amended prior to the date of the U.S. Agreement and 
ROW Agreement). With the Company's consent pursuant to a letter agreement among the Company, AstraZeneca and 
Horizon, AstraZeneca subsequently assigned the U.S. Agreement to Horizon in connection \Vith the divestiture. Further, 
the letter agreement establishes a process for AstraZeneca and Horizon to detem1ine if certain sales milestones are 
achieved on a global basis and provides other clarifications and modifications required as a result of the contractual 
framework implemented among, or as otherwise agreed by, the parties. An additional $260.0 million is potentially 
payable to the Company if such sales milestones are achieved, however, these sales milestones are not currently expected 
to be achieved. 

Under the U.S. Agreement, Horizon is obligated to pay the Company a 10% royalty on net sales ofVimovo and 
certain other products covered thereby in the United States. Pursuant to an amendment of the U.S. Agreement (the 
"Amendment to the U.S. Agreement") between the Company and Horizon, the Company is guaranteed an annual 
minimum royalty amount of $7 .5 million each calendar year, provided that the patents owned by the Company which 
cover such products arc in effect and certain types of competing products are not in the marketplace. The Amendment to 
the U.S. Agreement also provides that Horizon has assumed AstraZeneca's right to lead the on-going Paragraph IV 
litigation relating to Vimovo currently pending in the United States District Court for the District of New Jersey and will 
assume all patent-related defense costs relating to such litigation, including reimbursement up to specified amounts of 
the cost of any counsel retained by us, amends certain time periods for Horizon's deliveiy of quarterly sales reports to 
the Company, and provides for quarterly update calls between the parties to discuss perfonnance of Vimovo and 
Horizon's commercialization efforts. In Februaiy 2018, the Company entered into a second amendment to the U.S. 
Agreement that allows Horizon to settle the on-going patent litigation without the Company's consent under certain 
circumstances. 
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Pursuant to the ROW Agreement, AstraZeneca retained the rights to commercialize Vimovo and certain other 
products covered thereby outside of the United States and Japan and paid us a royalty of 6% on net sales within the 
applicable territory through 2015 and started paying us a royalty of 10% of net sales commencing in the first quarter of 
2016. 

The royalty rates above may be reduced due to the loss of market share as a result of certain competition inside 
and outside of the United States, as applicable. Furthermore, the Company's right to receive royalties from AstraZeneca 
or Horizon, as applicable, expires on a country-by country basis upon the later of (a) expiration of the last-to expire of 
certain patent rights related to the applicable product(s) in that country, and (b) ten years after the first commercial sale 
of such product(s) in such country. In June 2017, the United States District Court for the District of New Jersey upheld 
the validity of two patents owned by Aralez and licensed to Horizon covering Vimovo in the United States. Subject to 
the immediately following sentence or a successful appeal of the decision by the generic competitors party to the suit, 
this decision is expected to delay generic entry until the expiration of the applicable patents. There is ongoing litigation 
with respect to other patents covering Vimovo, which if we are successful (and subject to a provisional license granted to 
Actavis effective January l, 2025), would further prevent generic entry by the remaining generic competitors until March 
2031. See Note 11, "Commitments and Contingencies" for more information. As noted above, in February 2018, the 
Company entered into a second amendment to its license agreement with Horizon that allows Horizon to settle such 
patent litigation without the Company's consent under certain circumstances. As the result of an unfavorable outcome in 
certain patent litigation in Canada, Mylan's generic naproxen/esomeprazole magnesium tablets recently became 
available in Canada. 

Certain Other Agreements 

Distribution Agreements Regarding Toprol-XL AG 

In November 2017, the Company signed a Distribution and Supply Agreement (the "Lannett-Toprol-XL AG 
Agreement") with Lannett Company, Inc. ("Lannett") pursuant to which the Company supplies, and Larmett distributes, 
the Toprol-XL authorized generic product. The Lannett-Toprol-XL AG Agreement replaces a previous Toprol-XL 
authorized generic distribution agreement with Endo Ventures Limited ("Endo"), which terminated in December 2017. 
Pursuant to the Laimett-Toprol-XL AG Agreement, Larmett has the exclusive rights in the United States to promote the 
Toprol-XL authorized generic, while we retain the right to promote the branded Toprol-XL. Pursuant to the terms of the 
Toprol-XL AG Agreement, the Company supplies the AG product to Lannett for a base supply price, which ranges 
depending on dosage strength. In addition to the base supply price, Lannett pays to the Company, on a quarterly basis, a 
profit share equal to a certain percentage of the specified profit of this business for the applicable period. The Lam1ett­
Toprol-XL AG Agreement expires at the end of 2020 and may be terminated by either party under certain circumstances, 
including perfonnance measures. 

Agreements with Sun Pharma and Frontida for Fibricor® 

In May 2015, Tribute Pharmaceuticals International Inc. ("TPII"), a Barbados corporation and a wholly-o\\ned 

subsidiary of Aralez Canada, acquired the U.S. rights to Fibricor® and its related authorized generic (collectively, the 
"Fibricor Products") from a wholly-owned step-down subsidiary of Sun Pharmaceutical Industries Ltd. ("Sun Pharma"). 
Financial terms include a total payment of $10.0 million of which approximately $3 .0 million was included as a liability 
assumed in the Merger and subsequently paid in May 2016. In addition, we may be obligated to pay up to $4.5 million in 
milestone payments based on aimual net sales of Fibricor and its authorized generic as well as royalties rangiug from the 
high single digits to low double digits based on annual net sales of such products. In connection with its acquisition of 
Fibricor, TPII also entered into a supply agreement with Sun Pharma pursuant to which Sun Pharma agreed to 
manufacture and supply the Fibricor Products to TPII. On June 3, 2016, Sun Pharma assigned the supply agreement to 
Frontida BioPharm, Inc. On June 30, 2016, TPII assigned its interest in the Fibricor Products to Aralez Ireland. 

Agreements with Novartis for Fiorinaf 

In 2014, Aralez Canada entered into an asset purchase agreement (the "Asset Purchase Agreement") with 
Novartis AG and Novartis Pharma AG (collectively, "NoYartis") pursuant to which Aralez Canada acquired from 
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Novartis the Canadian rights to manufacture, market, promote, distribute and sell Fiorinal<ll, Fiorinal<ll C, Visken@ and 
Viskazide<ll• for the relief of pain from headache and for the treatment of cardiovascular conditions (the "Novartis 
Products"), as well as certain other assets relating to the Novartis Products, including certain intellectual property, 
marketing authorizations and related data, medical, commercial and technical information, and the partial assignment of 
certain manufacturing and supply agreements and tenders with third parties (the "Acquired Assets"). Aralez Canada also 
assumed certain liabilities arising out of the Acquired Assets and the Licensed Assets (as defined below) after the 
acquisition, including product liability claims or intellectual property infringement claims by third parties relating to the 
sale of the Novartis Products by Aralez Canada in Canada. In c01mection with the acquisition of the Acquired Assets, 
and pursuant to the terms of the Asset Purchase Agreement, Aralez Canada concurrently entered into a license agreement 
with Novartis AG, Novartis Pharma AG and Novartis Pharmaceuticals Canada Inc., under which the Novartis entities 
agreed to license to Aralez Canada certain assets relating to the Novartis Products, including certain intellectual property, 
marketing authorizations and related data, and medical, commercial and technical information (the "Licensed Assets"). 

Agreement with Faes for BlextenTM 

In 2014, Aralez Canada entered into an exclusive license and supply agreement with Faes Farma, S.A. ("Faes"), 
a Spanish pharmaceutical company, for the exclusive right to sell bilastine, a product for the treatment of allergic rhinitis 
and chronic idiopathic urticaria (hives) in Canada, which is now named BlextenTM in Canada. The exclusive license is 
inclusive of prescription and non-prescription rights for Blexten, as well as adult and pediatric presentations in Canada. 
On March 31, 2016, Aralez Canada assigued its interest in Blexten to Aralez Ireland. Regulatory approval to sell Blexten 
in Canada was received from Health Canada in April 2016 and the Company began c01mnercializing Blexten in Canada 
in December 2016. In April 2018, an ophthahnic formulation under development was added to this agreement. The 
Company will owe milestone payments of approximately $3.5 million to Faes if certain sales targets or other milestone 
events are achieved. 

Agreement with Nautilus for Cambia <ii· 

In 2010, Aralez Canada signed a license agreement with Nautilus Neurosciences, Inc. ("Nautilus") for the 

exclusive rights to develop, register, promote, manufacture, use, market, distribute and sell Cambia 1l• in Canada. In 2011, 
Aralez Canada and Nautilus executed the first amendment to the license agreement and in 2012 executed the second 
amendment to the license agreement. The license was assigned by Nautilus to Depomed, Inc. ("Depomed") in December 
2013. Up to $6.0 million in sales-based milestone payments may be payable over time. Royalty rates are tiered and 
payable at rates ranging from 22.5% to 27 .5% of net sales. 

Agreement with Actavis for Beza lip® SR and Soriatane <ii 

In January 2018, Aralez Canada signed an Exclusive Distribution Agreement with Allergan Inc. ("Allergan") 
pursuant to which Aralez Canada was appointed as the exclusive distributor to promote, market, purchase, warehouse, 

distribute and sell the Bezalip ® SR and Soriatane "'' in Canada. This Exclusive Distribution Agreement supersedes the 
previous Sales, Marketing and Distribution Agreement entered into between Aralez Canada and Allergan in 2008 with 
respect to Bezalip SR and Soriatane. Pursuant to this Exclusive Distribution Agreement, Aralez Canada will pay 
Allergan a minimum royalty amount as well as an incremental royalty based on net receipts above 2017 net receipts for 
the products. In 2011, Aralez Canada signed a Product Development and Profit Share Agreement with Allergan to 
develop, obtain regulatory approval of, and market Bezalip SR and other formulations of bezafibrate in the United States, 
which U.S. agreement was amended in 2013 and 2017. The Company may owe a milestone payment to Allergan in the 
event that the Company pursues and obtains regulatory approval to market Bezalip SR or another bezafibrate formulation 
in the United States, which milestone vvill be either $2.5 million or $5.0 million depending on the form of the first 
product approved. 

Agreements with GSK, Pernix and Cl/ regarding MT 400 (inclading Treximet®) 

In June 2003, the Company entered into an agreement with Glaxo Group Limited, d/b/a GlaxoSmithKline 
("GSK") for the development and commercialization of proprietary combinations of a triptan (5-HT IB/lD agonist) and a 
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long-acting NSAID (the "GSK Agreement"). The combinations covered by the GSK Agreement are among the 
combinations of MT 400 (including Treximet®). Under the terms of the GSK Agreement, GSK had exclusive rights in 
the United States to commercialize all combinations which combine GSK's triptans, including Imitrex® (sumatriptan 
succinate) or A.merge® (naratriptan hydrochloride), with a long-acting NSAID. The Company was responsible for 
development of the first combination product, while GSK provided formulation development and manufacturing. 

In November 2011, the Company entered into a purchase agreement with CPPIB Credit Investments Inc. 
("CII"), pursuant to which the Company sold, and CII purchased, the Company's right to receive future royalty payments 
arising from U.S. sales of MT 400, including Treximet. By virtue of the agreement, the Company will receive a 20% 
interest in royalties, if any, paid on net sales ofTreximet and such other products in the United States to CII relating to 
the period commencing in the second quarter of 2018. 

In May 2014, the Company, GSK, CII and Pernix Therapeutics Holdings, Inc. ("Pernix"), entered into certain 
agreements in com1ection with GSK's divestiture of all of its rights, title and interest to develop, commercialize and sell 
Treximet in the United States to Pernix. Upon the closing of the transaction in August 2014, with the Company's 
consent, GSK assigned the GSK Agreement to Pernix. Pernix assumed the obligation to pay two sales performance 
milestones totaling up to $80.0 million if certain sales thresholds are achieved as well as royalties on all net sales of 
marketed products until at least the expiration of the last-to-expire issued applicable patent based upon the scheduled 
expiration of currently issued patents. Pernix may reduce, but not eliminate, the royalty payable to the Company if 
generic competitors attain a pre-determined share of the market for the combination product, or if Pemix owes a royalty 
to one or more third parties for rights it licenses from such third parties to commercialize the product. Immediately 
following the closing of the transaction, the Company entered into an amendment to the GSK Agreement with Pernix. 
This amendment, among other things, amends the royalty provisions to provide for a guaranteed quarterly minimum 
royalty of $4.0 million for the calendar quarters commencing in January 2015 and ending in March 2018 and requires 
that Pernix continue certain of GSK's ongoing development activities and to undertake certain new activities, for which 
the Company will provide reasonable assistance. This amendment to the GSK Agreement also eliminates restrictions in 
the GSK Agreement on the Company's right to develop and commercialize certain dosage forms of 
sumatriptan/naproxen combinations outside of the United States and permits the Company to seek approval for these 
combinations on the basis of the approved new drug application for Treximet. 

3. REVENUE RECOGNITION 

Principal sources of revenue are (i) product revenues from sales of the product portfolio acquired in the 
Company's acquisition of Aralez Canada, (ii) product revenues from sales of the Toprol-XL Franchise and Zontivity, 
and (iii) royalty revenues from sales of Vimovo by the Company's commercialization partners. 

ProductRevenue,JVet 

The Company's products are distributed through a limited number of specialty distributors, specialty pharmacy 
providers and wholesalers in the U.S. and Canada (each a "Customer", or collectively, its "Customers"). These 
Customers subsequently resell the Company's products to healthcare providers, pharmacies and patients. In addition to 
distribution agreements with Customers, the Company enters into arrangements with payors that provide for 
govermnent-mandated and/or privately-negotiated rebates, chargebacks and discounts with respect to the purchase of the 
Company's products. 

Revenues from product sales are recognized when the Customer obtains control of the Company's product, 
which occurs at a point in time, typically upon delivery to the Customer. When the Company performs shipping and 
handling activities after the transfer of control to the Customer (e.g., when control transfers prior to delivery), they are 
considered fulfillment activities, and accordingly, the costs are accrued for when the related revenue is recognized. 
Taxes collected from Customers relating to product sales and remitted to govermnental autl1orities are excluded from 
revenues. The Company expenses incremental costs of obtaining a contract as and when incurred if the expected 
amortization period of the asset that the Company would have recognized is one year or less. 
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Prior to 2018, revenues from the Toprol-XL Franchise, which was acquired on October 31, 2016 and sold by 
AstraZeneca on the Company's behalf under a transition services agreement from the acquisition date through December 
31, 2017, were recorded net of related eost since the Company was not the principal in the arrangement. The Company 
recorded this revenue in other revenues, similar to a royalty arrangement through December 31, 2017 (other than sales 
under the Lam1ett Toprol-XL AG Agreement, which was executed in November 2017). Under a transition services 
agreement with AstraZeneca, the Company established reserves based on estimates of amounts for rebates, chargebacks, 
discounts, distributors fees, and returns and allowances earned or to be claimed on the related sales based on information 
provided by AstraZeneca in accordance with the Toprol-XL Asset Purchase Agreement. 

When the Company is the principal in the sales of marketing of a product, the Company recognizes gross 
revenues and cost of product revenues from the sales of that product. which are classified as product revenues, net and 
cost of product revenues. Beginning on January 1, 2018, the Company is deemed to be the principal in the sales and 
marketing of Toprol-XL branded products. The Company became the principal in the sales and marketing of the Toprol­
XL AG upon the execution of the Lannett Toprol-XL AG Agreement in November 2017. 

Reserves for Variable Consideration 

Revenues from product sales are recorded at the net sales price (transaction price), which includes estimates of 
variable consideration for which reserves are established and which result from discounts, returns, chargebacks, rebates, 
co-pay assistance and other allowances that are offered within contracts between the Company and its Customers, health 
care providers, pay ors and other indirect customers relating to the Company's sales of its products. These reserves are 
based on the amounts earned or to be claimed on the related sales and are classified as reductions of accounts receivable 
(if the amount is payable to the Customer) or a current liability (if the amount is payable to a party other than a 
Customer). Where appropriate, these estimates take into consideration a range of possible outcomes and contemplates 
relevant factors such as the Company's historical experience, current contractual and statutory requirements, specific 
known market events and trends, industry data and forecasted customer buying and payment patterns. Overall, these 
reserves reflect the Company's best estimates of the amount of consideration to which it is entitled based on the tern1s of 
the contract. The amount of variable consideration which is included in the transaction price may be constrained, and is 
included in the net sales price only to the extent that it is probable that a significant reversal in the amount of the 
cumulative revenue recognized will not occur in a future period. Actual amounts of consideration ultimately received 
may differ from the Company's estimates. 

The Company believes that the reserves it has established are reasonable based upon current facts and 
circumstances. Applying different judgments or interpretations to the same facts and circumstances could result in the 
estimated amount for reserves to vary. If actual results vary with respect to the Company's reserves, the Company may 
need to adjust its estimates, which could have a material effect on the Company's results of operations in the period of 
adjustment. To date, such adjustments have not been material. 

Trade Discounts and Allowances 

The Company generally provides Customers with discounts which include incentive fees that are explicitly 
stated in the Company's contracts and are recorded as a reduction of revenue in the period the related product revenue is 
recognized. In addition, the Company receives sales order management, data and distribution services from certain 
Customers. To the extent the services received are distinct from the Company's sale of products to the Customer, these 
payments are classified in selling, general and administrative expenses in the condensed consolidated statements of 
operations and comprehensive loss of the Company. 

Product Retums 

Consistent with industry practice, the Company generally allows the customer to return pharmaceutical products 
within a specified period of time both prior to and subsequent to the product's expiration date. The Company estimates 
the amount of its product sales that may be returned by its Customers and records this estimate as a reduction of revenue 
in the period the related product revenue is recognized. The Company's estimate of the provision for returns is analyzed 
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quarterly and is based upon many factors, inclnding historical data of actual returns and analysis of the level of inventory 
in the distribution channel, if any. 

Provider Chargebacks and Discounts 

Chargebacks for fees and discounts to providers represent the estimated obligations resulting from contractual 
commitments to sell products to qualified healthcare providers at prices lower than the list prices charged to Customers 
who directly purchase the product from the Company. Customers charge the Company for the difference between what 
they pay for the product and the ultimate selling price to tl1e qualified healthcare providers. These reserves are 
established in tl1e same period that the related revenue is recognized, resulting in a reduction of product revenue and 
accounts receivable. Chargeback amounts are generally determined at the time of resale to the qualified healthcare 
provider by Customers, and the Company generally issues credits for such amounts within a few weeks of the 
Customer's notification to the Company of the resale. Reserves for chargebacks consist of credits that the Company 
expects to issue for units that remain in the distribution channel inventories at each reporting period end that the 
Company expects will be sold to qualified healthcare providers, and chargebacks that Customers have claimed but for 
which the Company has not yet issued a credit. 

Govemment Rebates 

The Company is subject to discount obligations under state Medicaid programs and Medicare. The Company 
estimates its Medicaid and Medicare rebates based upon a range of possible outcomes that contemplates its estimated 
payor mix. These reserves are recorded in the same period the related revenue is recognized, resulting in a reduction of 
product revenue and the establishment of a current liability which is included in accrued expenses on the consolidated 
balance sheet. For Medicare, tlle Company makes estimates for prescription drug coverage gap for patients whom the 
Company will owe an additional liability under tlle Medicare Part D program. The Company's liability for these rebates 
consists of invoices received for claims from prior quarters that have not been paid or for which an invoice has not yet 
been received, estimates of claims for tlle current quarter, and estimated future claims that will be made for product that 
has been recognized as revenue, but remains in the distribution channel inventories at the end of each reporting period. 

Payor Rebates 

The Company contracts witll various private payor organizations, primarily insurance companies and pharmacy 
benefit managers, for the payment of rebates with respect to utilization of its products. The Company estimates these 
rebates and records such estimates in tlle same period the related revenue is recognized, resulting in a reduction of 
product revenue and the establishment of a current liability. 

Other Incentives 

Otl1er incentives which the Company offers include voluntary patient assistance programs, such as co-pay 
assistance programs which are intended to provide financial assistance to commercially insured patients with prescription 
drug co-payments required by payors. The calculation of the accrual for co-pay assistance is based on an estimate of 
claims and the cost per claim that the Company expects to receive associated with product tl1at has been recognized as 
revenue, but remains in tl1e distribution channel inventories at tlle end of each reporting period. 
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The following table summarizes activity in each of the product revenue allowance and reserve categories for the three 
months ended March 31, 2018: 

Charge backs, 
discounts and Government and 

fees other 1·ebates Returns Total 

Balanee at December 31, 2017 $ 934 $ 26,201 $ 1,907 $ 29,042 
Provision related to current period sales 63,668 83,438 926 148,032 
Adjustments related to prior period sales 192 72 264 
Credits or payments made during the 
period {36,0372 (44,2982 (4272 (80,7622 

Balance at Mareh 31, 2018 $ 28,565 $ 65,533 $ 2,478 $ 96,576 

In determining the appropriate amount of revenue to be recognized as it fulfills its obligations under each of its 
agreements, the Company performs the following steps: (i) identification of the promised goods or services in the 
contract; (ii) determination of whether the promised goods or services are perfonnance obligations including whether 
they are distinct in the context of the contract; (iii) measurement of the transaction price, including the constraint on 
variable consideration; (iv) allocation of the transaction price to the performance obligations; and (v) recognition of 
revenue when (or as) the Company satisfies each performance obligation. As part of the accounting for these 
arrangements, the Company must develop assumptions that require judgment to determine the stand-alone selling price 
for each performance obligation identified in the contract. The Company uses key assumptions to detennine the stand­
alone selling price, which may include forecasted revenues, development timelines, reimbursement rates for personnel 
costs, discount rates and probabilities of technical and regulatory success. 

Other Revenues 

The Company enters into licensing agreements, from time to time, which are within the scope of Topic 606, 
under which it may license certain rights to its products or product candidates to third parties. The tenns of these 
arrangements typically include payment to the Company of one or more of the following: non-refundable, up-front 
license fees; development, regulatory and commercial milestone payments; and royalties on net sales oflicensed 
products. Each of these payments results in revenues recognized and classified as other revenues. 

Licenses of intellectual property: If the license to the Company's intellectual property is determined to be 
distinct from the other performance obligations identified in the arrangement, the Company recognizes revenues from 
non-refundable, up-front fees allocated to the license when the license is transferred to the customer and the customer is 
able to use and benefit from the license. For licenses that are bundled with other promises, the Company utilizes 
judgment to assess the natnre of the combined performance obligation to determine whether the combined performance 
obligation is satisfied over time or at a point in time and, if over time, the appropriate method of measuring progress for 
purposes of recognizing revenue from non-refundable, up-front fees. The Company evaluates the measure of progress 
each reporting period and, if necessary, adjusts the measure of performance and related revenue recognition. 

Afilestone Payments: At the inception of each arrangement that includes development milestone payments, the 
Company evaluates whether the milestones are considered probable of being reached and estimates the amount to be 
included in the transaction price using the most likely amount method. If it is probable that a significant revenue reversal 
would not occur, the associated milestone value is included in the transaction price. Milestone payments that are not 
within the control of the Company or the licensee, such as regulatory approvals, are not considered probable of being 
achieved until those approvals are received. The transaction price is then allocated to each performance obligation on a 
relative stand-alone selling price basis, for which the Company recognizes revenue as or when the performance 
obligations under the contract are satisfied. At the end of each subsequent reporting period, the Company re-evaluates 
the probability of achievement of such development milestones and any related constraint, and if necessary, adjusts its 
estimate of the overall transaction price. Any such adjustments are recorded on a cumulative catch-up basis, which 
would affect license, collaboration and other revenues and earnings in the period of adjustment. 
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Royalties: For arrangements that include sales-based royalties, including milestone payments based on the level 
of sales, and the license is deemed to be the predominant item to which the royalties relate, the Company recognizes 
revenue at the later of (i) when the related sales occur, or (ii) when the performance obligation to which some or all of 
the royalty has been allocated has been satisfied (or partially satisfied). 

Under the Company's various contracts, the Company may receive up-front payments and fees, which may 
require deferral of revenue recognition to a future period until the Company perfonns its obligations under these 
arrangements. Amounts are recorded as accounts receivable when the Company's right to consideration is 
unconditional. The Company does not assess whether a contract has a significant financing component ifthe expectation 
at contract inception is such that the period between payment by the customer and the transfer of the promised goods or 
services to the customer will be one year or less. 

The following table presents changes in the Company's contract assets and liabilities during the three months 
ended March 31, 2018: 

Balance at Balance at 
December 31, 2017 Additions Deductions March 31, 2018 

Contract assets $ $ $ $ 
Contract liabilities: 

Deferred revenue $ 2,430 $ 2,855 $ (208) $ 5,077 

During the three months ended March 31, 2018, the Company recognized the following revenues as a result of 
changes in the contract asset and the contract liability balances in the respective periods: 

Revenue recognized in the period from: 
Amounts included in contract liability at the beginning of the period 

Performance obligations satisfied in previous periods 
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For the three months ended 
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4. FAIR VALUE 

The following tables set forth the Company's assets and liabilities that are measured at fair value on a recurring 
basis at: 

Assets: 
Cash and cash equivalents 

Liabilities: 
Contingent consideration 

Assets: 
Cash and cash equivalents 

Liabilities: 
Contingent consideration 

Level 3 Disclosures 

March 31, 2018 
Financial Instruments Carried at Fair Value 

Significant 
Quoted prices in other Significant 

active markets for observable unobservable 

$ 

identical items 
(Levell) 

43,887 $ 

inputs 
(Level 2) 

$ 

inputs 
(Level 3) Total 

$ 43,887 

$ $ $ 101,241 $ 101,241 

December 31, 2017 
Financial Instruments Carried at Fair Value 

Quoted prices in 
active markets for 

identical items 
(Levell) 

Significant 
other 

observable 
inputs 

(Leve12) 

$ 28,892 $ 

$ $ 

Significant 
unobservable 

$ 

inputs 
(Level3) Total 

$ 28,892 

$ 100,355 $ 100,355 

The following table provides quantitative information associated with the fair value measurement of the 
Company's Level 3 inputs at March 31, 2018: 

Fair Value 

Contingent consideration $ 101,241 
Valuation technique 

Monte Carlo 
Unobservable Inputs 

Volatility 
Discount rate 

Range of 
Inputs Utilized 

36%-72% 
14% 

In connection with the acquisitions of Zontivity and the Toprol-XL Franchise, the Company recorded short­
tenn and long-tenn contingent consideration liabilities for future cash payments based on the occurrence of certain 
milestone events and royalty payments. The contingent consideration liability for both Zontivity and the Toprol-XL 
Franchise is valued using a model, which incorporates Level 3 assumptions, including the estimated amount and timing 
of projected cash flows, the probability of success (achievement of the contingent event) and the risk-adjusted discount 
rate used to present value the probability-weighted cash flows. 

In the third and fourth quarters of 2017, the Company updated its assumptions for the probability of success for 
certain milestone events in the Toprol-XL Asset Purchase Agreement. In addition, the Company adjusted the timing of 
projected milestone payments in connection with the July 2017 amendment to the T oprol-XL Asset Purchase Agreement. 
Further, the Company updated its assumptions with respect to financial projections for Zontivity and the Toprol-XL 
Franchise. These changes in assumptions, along with accretion due to the passage of time, resulted in a net increase in 
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the contingent consideration liability of $35. 7 million during the year ended December 31, 2017. During the first quarter 
of 2018, the Company did not make any significant changes to its contingent consideration assumptions. 

During the three months ended March 31, 2018 and 2017, the Company recorded expense related to the 
contingent consideration for its acquisition of Zontivity totaling $0. l million and $0.6 million, respectively. During the 
three months ended March 31, 2018 and 2017, the Company recorded expense related to the contingent consideration for 
its acquisition of the Toprol-XL Franchise totaling $5. 0 million and $3. 7 million, respectively. 

The table below provides a roll-forward of the contingent consideration liability fair value balances that used 
Level 3 inputs: 

Balance at December 31, 2017 
Change in fair value during the period 
Cash settlements 

Balance at March 31, 2018 

5. INVENTORY 

Inventory consisted of the following at: 

Raw materials 
Finished goods 
Total Inventory 

$ 

$ 

March 31, 2018 

$ 

$ 

100,355 
5,085 

(4,199) 
101,241 

December 31, 2017 

77 $ 641 
5595 6,002 
5,672 $ 6,643 --------

Inventories are net of reserves for excess and obsolete inventory of approximately $0.6 million and $1.1 million 
as of March 31, 2018 and December 31, 2017, respectively. 

6. GOODWILL AND OTHER INTANGIBLE ASSETS, NET 

Goodwill 

The table below provides a roll-forward of the Company's goodwill balances: 

Goodwill balance at December 31, 2017 
Impact of foreign exchange 
Goodwill balance at March 3 I , 2018 
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$ 

81,781 
(2,098) 
79,683 



Other Intangible Assets, Net 

Other intangible assets, net consisted of the following at: 

Toprol-XL Franchise 
Zontivity 
Aralez Canada and other 
Acquired teclmology rights 

Toprol-XL Franchise 
Zontivity 
Aralez Canada and other 
Acquired technology rights 

March 31, 2018 
Weighted 

Gross Carrying Accumulated Net Carrying Average 
Amount Amortization Amount Life 

$ 

$ 

224,600 
40,800 
90,274 

355,674 

$ (31,818) 
(6,056) 

(18,190) 
$ (56,064) 

December 31, 2017 

Gross Carrying Accumulated 

Amount Amortization 

$ 224,600 $ (26,203) 
40,800 (5,100) 
92,384 (16,1352 

$ 357 784 $ !47,4382 

$ 192,782 
34,744 
72,084 

$ 299,610 

Net Carrying 

Amount 

$ 198,397 
35,700 
76,249 

$ 310,346 

(in years) 

10 
11 
11 

Wei~hted 

Average 

Life 

(in years) 

10 
11 
11 

The gross carrying amount of acquired technology rights decreased by $2.1 million from December 31, 2017 
due to the impact of foreign currency translation adjustments between the Canadian and U.S. dollars. Amortization 
expense was $9.0 million and $8.5 million for the three months ended March 31, 2018 and 2017, respectively. 

The estimated aggregate amortization of intangible assets as of March 31, 2018, for each of the five succeeding 
years and thereafter is as follows: 

2018 
2019 
2020 
2021 
2022 
Thereafter 

For the Years Ending December 31, 

Total amortization expense 
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$ 

$ 

Remaining Estimated 
Amortization Expense 

25,724 
34,298 
34,298 
34,298 
34,298 

136,694 
299,610 



7. ACCRUED EXPENSES 

Accrued expenses consisted of the following at: 

March 31, 2018 December 31, 2017 

Accrued revenue reserves $ 70,986 $ 3,275 
Accrued interest 6,627 6,774 
Accrued royalties 3,545 3,419 
Accrued employee-related expenses 3,216 5,667 
Accrued professional fees 2,596 4,267 
Accrued marketing fees 1,539 605 
Accrued manufacturing costs 1,221 4,429 
Other accrued liabilities 146 60 

Total accrued expenses $ 89,876 $ 28,496 

Accrued revenue reserves as of March 31, 2018 now include amounts for variable consideration which is 
payable to direct and indirect customers related to the Toprol-XL Franchise, which the Company began recording on a 
gross basis on January 1, 2018. During 2017, sales of the Toprol-XL Franchise were recorded net of related costs as the 
Toprol-XL Franchise was sold on the Company's behalf by AstraZeneca under a transition services agreement that 
expired on December 31, 2017. The amounts for the variable consideration related to the Toprol-XL Franchise were 
recorded on a net basis in accounts payable as of December 31, 2017. 

8. DEBT 

Convertible Notes 

On February 5, 2016, Aralez issued $75.0 million aggregate principal of 2.5% senior secured convertible notes 
due February 2022 ("2022 Notes") resulting in net proceeds to Aralez, after debt issuance costs, of $74.5 million in 
connection with the Second Amended and Restated Debt Facility Agreement (the "Facility Agreement"), dated 
December 7, 2015, among Aralez Pharmaceuticals Inc., Pozen, Aralez Canada and certain lenders party thereto. The 
2022 Notes are convertible into common shares of Aralez at an initial conversion premium of 32.5%, subject to 
adjustment upon certain events, which is equivalent to an initial conversion price of approximately $8.28 per common 
share. Holders of the 2022 Notes may convert the 2022 Notes at any time and the 2022 Notes are not pre-payable by 
Aralez. Interest is payable to the note holders quarterly in arrears on the first business day of each January, April, July 
and October. Interest expense, which includes the amortization of debt issuance costs, was $0.5 million for each of the 
three months ended March 31, 2018 and 2017, respectively. The Company estimated the fair value of the $75.0 million 
aggregate principal amount of the outstanding 2022 Notes to be approximately $59.4 million as of March 31, 2018, using 
a bond plus call option model that utilizes Level 3 fair value inputs. The carrying amount of the 2022 Notes was 
$74.7 million as of March 31, 2018, which is the principal amount outstanding, net of $0.3 million of unamortized debt 
issuance costs to be amortized over the remaining term of the 2022 Notes. 

Credit Facility 

Under the tenns of the Facility Agreement, Aralez also had the ability to borrow from the lenders up to 
$200.0 million under a credit facility until April 30, 2017. On October 31, 2016, Aralez drew down $25.0 million under 
the credit facility to replenish the Company's cash balance for the initial upfront payment of the $25.0 million in cash 
previously paid at the closing of the Zontivity acquisition in September 2016 and drew down an additional 
$175.0 million to finance the upfront cash payment for the acquisition of the Toprol-XL Franchise. Amounts drawn 
under the credit facility must be repaid on the sixth anniversary from each draw, bear an interest rate of 12.5% per 
annum and are prepay able in whole or in part at any time following the end of the sixth month after the funding date of 
each draw. The Facility Agreement contains various representations and warranties, and affirmative and negative 
covenants, customary for financings of this type, including, among other things, limitations on asset sales, mergers and 
acquisitions, indebtedness, liens and dividends. 
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Interest is payable to the noteholders under the credit facility quarterly in arrears on the first business day of 
each January, April, July and October. Interest expense, which includes the amortization of debt issuance costs, was 
$6.2 million for each of the three months ended March 31, 2018 and 2017, respectively. The Company estimated the fair 
value of the $200.0 million aggregate principal amount of the outstanding borrowings under the credit facility w1der the 
Facility Agreement to be approximately $220.7 million as of March 31, 2018, using a bond model that utilizes Level 3 
fair value inputs. The carrying amount of the borrowings under the credit facility was $199. 9 million as of March 31, 
2018, which is the principal amount outstanding, net of $0.1 million of unamortized debt issuance costs to be amortized 
over the remaining term of the credit facility. 

In addition, pursuant to a consent to the Facility Agreement entered into in connection with the acquisition of 
the Toprol-XL Franchise, the Facility Agreement was amended to include additional financial performance thresholds, 
including a minimum adjusted EBITDA threshold and a minimum specified revenue threshold relating to net sales of the 
Toprol-XL Franchise received by the Company. As of March 31, 2018, the Company was in compliance with all 
applicable financial performance thresholds. 

9. EARNINGS PER SHARE 

Basic and Diluted Net Loss Per Common Share 

Basic net loss per common share has been computed by dividing net loss by the weighted average number of 
shares outstanding during the period. Except where the result would be antidilutive to income from continuing 
operations, diluted net loss per common share is computed assuming the conversion of convertible obligations and the 
elimination of the interest expense related to the 2022 Notes, the exercise of options to purchase common shares, the 
exercise of warrants, and the vesting of restricted stock units ("RSUs"), as well as their related income tax effects. 
Diluted net loss per common share differs from basic net loss per common share for the three months ended March 31, 
2018 and 2017, respectively, given potential common shares underlying the warrants liability were dilutive (prior to 
expiration in May 2017) when considering the W1fealized gain recognized for the change in the fair value of the warrants 
during the period. 

Net loss, basic 
Effect of dilutive securities: 

Change in fair value of warrants liability 
Net loss, diluted 

Shares used in calculating basic net loss per common share 
Effect of dilutive securities: 

Effect of dilutive stock options, RSUs 
Warrants to purchase common shares - liability-classified 

Shares used in calculating diluted net loss per common share 

Net loss per common share, basic 
Net loss per common share, diluted 

$ 

$ 

$ 
$ 

Three Months Ended March 31, 
2018 

(19,741) $ 

(19,741) $ 

67,025 

67,025 

(0.29) $ 
(0.29) $ 

2017 

(27,477) 

(242 
(27,501) 

65,690 

(0.42) 
(0.42) 

Potential common shares excluded from the calculation of diluted net loss per common share as their inclusion 
would have been antidilutive were: 

Options to purchase common shares, RSUs and PSUs 
Warrants to purchase common shares - equity-classified 
2022 Notes convertible into common shares 
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Three Months Ended March 31, 
2018 2017 

8,038 
285 

9,057 

8,441 
930 

9,057 



The Company assumed outstanding warrants in connection with the acquisition of Aralez Canada. The warrants 
are classified either as a liability, ifthe exercise price is denominated in Canadian dollars, or as equity ifthe exercise 
price is denominated in U.S. dollars. The following is a summary of warrants outstanding and exercisable as of March 
31, 2018, and grouped in accordance with their respective expiration dates, with Canadian dollar exercise prices 
translated to U.S. dollars at the foreign exchange rate in effect at March 31, 2018: 

Quarterly period of expiration 

Q3 2018 
Q4 2019 
Q3 2020 
Ql 2021 

10. SHARE-BASED COMPENSATION 

Summary of Share-Based Compensation Plans 

No. of\Varrants \Veighted-Average 

Outstanding 

16 $ 
108 $ 
110 $ 
51 

285 

Exercise P1·ice 

3.78 
4.81 
4.09 

4.14 

In December 2015, the Company's Board of Directors adopted the Aralez Pharmaceuticals 2016 Long-Term 
Incentive Plan, which became effective on February 5, 2016, upon consummation of the Merger. On May 3, 2017, the 
Company's shareholders approved the Amended and Restated 2016 Long-Term Incentive Plan (the "Plan"), which 
increased the number of common shares covered by and reserved for issuance under this Plan by 4,300,000 common 
shares. The Plan is the only existing plan in which the Company is authorized to grant equity-based awards. The Plan 
provides for grants of stock options, stock appreciation rights, stock awards, stock units, perfonnance shares, 
performance units, and other stock-based awards to employees, directors, and consultants. At March 31, 2018, there 
were approximately 2,750,000 common shares remaining available for grant under the Plan. 

Summmy of Share-Based Compensation Expense 

Share-based compensation expense recorded in the condensed consolidated statements of operations for the 
three months ended March 31, 2018 and 2017, was as follows: 

Selling, general and administrative 
Research and development 
Total non-cash share-based compensation expense 

$ 

$ 
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Three Months Ended March 31, 
2018 2017 

1,760 $ 2,820 
4 

1,760 _$ ___ 2 ... ,8_2_4 



Options to Purchase Common Shares 

A summary of option activity for the three months ended March 31, 2018 is as follows: 

Weighted- Weighted-
Average Average 

Underlying Exercise Remaining Intrinsic 

Stock Oetion Awards Shares Price Contractual Term Value 

Outstanding at December 31, 2017 3,203 $ 3.28 7.3 years 
Granted 379 $ 1.75 
Exercised (36) $ 1.56 
Forfeited or expired (510) $ 4.46 
Outstanding at March 31, 2018 3,036 $ 2.91 7.7 years $ 16 

Exercisable at March 31, 2018 1,021 $ 4.07 5.0 years $ 19 

The weighted average grant date fair value for option awards granted during the three months ended March 31, 
2018 was $1.05 per option. 

As of March 31, 2018, there was approximately $4.2 million of unrecognized compensation costs related to 
option awards, which are expected to be recognized over a remaining weighted average period of 1.6 years. 

RSUs and P SUs 

A summary ofRSU, including perfonnance share unit ("PSU"), activity for the three months ended March 31, 
2018, is as follows: 

Restricted Stock Units, including PSUs 
N onvested restricted stock units at December 3 I, 2017 
Granted 
Vested 
Forfeited or expired 
Nonvested restricted stock units at March 31, 2018 

Underlying 
Underlying 

Shares 

4,601 
1,555 
(186) 
(968) 

5,002 

Weighted-
Average 

Grant Date 

Fair Value 

$ 4.87 
$ 2.51 
$ 3.49 
$ 3.24 
$ 4.50 

During the three months ended March 31, 2018, approximately 1,380,000 PSUs with both market-based and 
service conditions were granted with an aggregate grant-date fair value of $3.8 million. The PSUs vest at the end of a 
three-year performance period based on the achievement of pre-determined market-based performance goals. 

As of March 31, 2018, there was approximately $14.5 million of unrecognized compensation costs related to 
RSUs, which are expected to be recognized over a remaining weighted average period of 1.6 years. 

11. COMMITMENTS AND CONTINGENCIES 

Operating Leases 

The Company leases office space and certain equipment under cancellable and non-cancelable operating lease 
agreements. 
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Supply Agreements 

The Company has various supply, license, distribution and manufacturing agreements with third parties that 
include purchase minimums or minimum royalties. Pursuant to these agreements, the Company has minimum future 
obligations of approximately $15.3 million as of March3 l, 2018. 

See the "Contractual Obligations" section on page 45 of this Quarterly Report on Form 10-Q for a summary of 
the Company's operating lease obligations and commitments under supply and certain other agreements. 

Legal Proceedings 

The Company is currently party to legal proceedings arising in the normal course of business, principally patent 
litigation matters. The Company has assessed such legal proceedings and does not believe that it is probable that a 
liability has been incurred or that the amount of any potential liability or range of losses can be reasonably estimated. As 
a result, the Company has not recorded any loss contingencies for any of these matters as of March 31, 2018. While it is 
not possible to determine the outcome of these matters, in the event of an adverse outcome or outcomes, the Company's 
business could be materially hanned. The Company intends to vigorously defend its intellectual property rights. 

Vimovo® ANDA Litigation 

Between March 14, 2011 and May 16, 2013, Pozen, now a subsidiary of the Company, received Paragraph IV 
Notice Letters from Dr. Reddy's Laboratories ("DRI,"), Lupin Ltd. ("Lupin"), Watson Laboratories, Inc. Florida 
("Watson," now part of Actavis), and Mylan Pharmaceuticals Inc. ("Mylan"), stating that each had filed an Abbreviated 
New Drug Application ("ANDA") with the FDA seeking regulatory approval to market a generic version of our Vimovo 
product before the expiration of U.S. Patent No. 6,926,907 (the '"907 patent"). On November 20, 2012, Pozen received a 
second Notice Letter from DRL stating that DRL had filed a second ANDA with the FDA seeking regulatory approval to 
market a different generic formulation of the Vimovo product before the expiration of the '907 patent. The '907 patent is 
assigned to Pozen and listed for the Vimovo product in the FDA's publication titled "Approved Drug Products with 
Therapeutic Equivalence Evaluations" (also known as the "Orange Book"). 

On April 21, 2011, Pozen filed suit against the first ANDA filer, DRL, in tl1e United States District Court for 
the District of New Jersey (the "District Court"), asserting infringement of the '907 patent. Pozen subsequently filed suit 
against the other tl1ree ANDA filers within 45 days of receipt of their respective Paragraph IV Notice Letters. Horizon, 
the Company's current marketing partner for the Vimovo product in the U.S., is Pozen's co-plaintiff in each suit. 

On October 15, 2013, the United States Patent & Trademark Office ("USPTO") issued to Pozen U.S. Patent No. 
8,557,285 (the "'285 patent"). The '285 patent is listed in the Orange Book for the Vimovo product and is related to the 
'907 patent. On October 23, 2013, Pozen filed suits against DRL, Lupin, Watson and Mylan in the District Court 
asserting infringement of the '285 patent. These suits have each been consolidated with the above referenced suits 
involving the '907 patent. Between January 12 and 20, 2017, the District court conducted a 6-day bench trial involving 
Defendants DRL and My Ian relating solely to the validity and infringement of the '907 and '285 patents. On July 21, 
2017, the District Court issued a Final Judgment that the '907 and '285 patents are not invalid and tl1at the DRL and 
My Ian ANDA products infringe the asserted claims of the '285 patent and that the My Ian ANDA product infringes the 
asserted claims of the '907 patent. The Final Judgment further orders that the effective date of any final approval by the 
FDA of the DRL and Mylan ANDA's not be earlier than the expiration of the patents at issue. Based upon a pre-trial 
agreement between the parties, Lupin is also bound by the District Court's Final Judgment. The parties filed notices of 
appeal on August 25, 2017. Those appeals are currently pending. Subject to the immediately following sentence or a 
successful appeal of the decision by the generic competitors party to the suit, this decision is expected to delay generic 
entry until the expiration of the applicable patents. There is ongoing litigation with respect to other patents covering 
Vimovo, which if we are successful and subject to the Actavis license discussed below, would further prevent generic 
entry by the remaining generic competitors until March 203 1. 

Between October 7, 2014 and July 19, 2016, the USPTO issued to Pozen U.S. Patent Nos. 8,852,636 (the "'636 
patent"), 8,858,996 (the '"996 patent"), 8,865,190(the"190 patent"), 8,945,621 (the '"621 patent"), 9, 161,920 (the 
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"'920 patent"), 9,198,888 (the '"888 patent"), 9,220,698 (the '"698 patent"), 9,345,695 (the "'695 patent") and 9,393,208 
(the '"208 patent"). The '636, '996, '190, '621, '920, '888, '698, '695 and '208 patents are each listed in the Orange 
Book for the Vimovo product. 

On May 13, 2015, Pozen and Horizon filed suit against DRL, Lupin, Actavis (fonnerly known as Watson) and 
Mylan in the District Court asserting infringement of the '636 and '996 patents. On June 18, 2015, Pozen filed Amended 
Complaints in each of the suits to assert infringement of the '190 patent. 

On January 25, 2016, Pozen and Horizon filed suit against Actavis in the District Court asserting infringement 
of the '920 and '888 patents. On February 10, 2016, Pozen filed Amended Complaints against DRL, Lupin and Mylan to 
assert infringement of the '920 and '888 patents. On August 11, 2016, Pozen and Horizon filed suit against DRL, Lupin, 
Actavis and Mylan in the District Court asserting infringement of the '621, '698, '695 and' 208 patents. The cases 
involving the '636, '996, '190, '621, '920, '888, '698, '695 and '208 patents have been consolidated for pretrial and 
discovery. On December 20, 2016, Mylan moved to dismiss claims related to the '621 patent against its ANDA On 
April 24, 2017, DRL moved to dismiss claims related to the '621 patent against its second filed ANDA On August 18, 
2017, the District Court granted Mylan's and DRL's motions to dismiss. On August 24, 2017, the District Court stayed 
the claims involving the '636, '996, '190, '920, '888, and '695 patents pending the outcome of the appeal on the '907 
and '285 patents. The cases are proceeding with respect to the remaining patents. The District Court has yet to set a trial 
date. 

On March 5, 2018, Horizon and Pozen entered into a confidential settlement agreement with Actavis granting 
Actavis a provisional license under the Orange Book listed patents to Vimovo, effective January 1, 2025. Pursuant to the 
terms of this agreement, on March 7, 2018, the appeal and the underlying Vimovo cases against Actavis were dismissed. 

As with any litigation proceeding, we cannot predict with certainty the outcome of the patent infringement suits 
against DRL, Lupin, and Mylan relating to generic versions of Vimovo. Furthermore, while Horizon is responsible for 
this litigation, including the costs of same, we nevertheless will have to incur additional expenses in connection with the 
lawsuits relating to Vimovo, which may be substantial. Moreover, responding to and defending pending litigation results 
in a significant diversion of management's attention and resources and an increase in professional fees. 

Inter Portes Review 

On August 24, 2017, Mylan filed a Petition seeking Patent Trial and Appeal Board ("PTAB") review of the 
'698 patent. On March 8, 2018, the PT AB instituted review of the claims of the '698 patent. Pozen and Horizon have 
until three months to file a Patent Owner Response. On April 6, 2018, DRL filed an IPR Petition seeking to join the 
instituted IPR filed by Mylan on the '698 patent. Pozen and Horizon have until three months to file a Patent Owner 
Response. 

On December 4, 2017, Mylan filed a Petition seeking PTAB review of the '208 patent. On March 20, 2018, 
Pozen and Horizon filed their Preliminary Response to Mylan's Petition. A decision on institution from the PT AB is 
anticipated to issue in June 2018. 

12. SEGMENT INFORMATION 

Aralez has one operating segment, the acquisition, development and commercialization of products in various 
specialty areas for the purpose of delivering meaningful products to improve patients' lives while focusing on creating 
shareholder value. The Company's entire business is managed by a single management team, which reports to the Chief 
Executive Officer. 
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13. SUBSEQUENT EVENTS 

On May 8, 2018, the Company aimounced that, based on its continuing exploration and evaluation of numerous 
opportunities to streamline the business, reduce costs, and improve its capital structure and liquidity, it has determined 
that a new strategic direction is in the best interests of the Company and its stakeholders. This strategic direction will 
involve (i) a focus on the Company's strong Canadian business, supported by the Toprol-XL Franchise, as well as 
Vimovo royalties, and (ii) the discontinuation of the remaining U.S. commercial business. Decisive actions are being 
taken to wind down our U.S. commercial business immediately and ultimately close the U.S. operations. This new 
strategic direction is expected to significantly reduce the Company's cost structure. In addition, the Company continues 
to explore and evaluate a range of strategic business opportunities to enhance liquidity, including (i) active discussions 
for the continued commercialization of Zontivity with a focus on divesting or out-licensing the U.S. rights, (ii) active 
discussions to divest the U.S. rights to Yosprala, Fibricor and Bezalip SR, and (iii) broader strategic and refinancing 
alternatives for its business. 

The Company expects to record a restructuring charge as a result of the implementation of the plan in 2018, 
mainly related to severance costs and contract termination costs related to the shutdown of the U.S. business, with 
additional charges possible following decisions on divestments and closures of U.S. headquarters and other office 
locations. 

The Company is also in the process of evaluating its intangible assets and goodwill, as it relates to the U.S. 
business, for impairment, as well as the fair value of the related contingent consideration liabilities. The carrying 
amounts for intangible assets related to the U.S. business total approximately $236.3 million as of March 31, 2018. 
Goodwill related to the U.S. business was approximately $5.0 million as of March 31, 2018. See Note 6, "Goodwill and 
Other Intangible Assets, Net," for further detail. As of March 31, 2018, the Company had approximately $101.2 million 
in contingent consideration liabilities recorded in connection with its acquisitions of the Toprol-XL Franchise and 
Zontivity. See Note 4, "Fair Value," for further detail of the Company's contingent consideration liabilities. 
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PART I. FINANCIAL INFORMATION 

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited) 

(in thousands, except share and per share data) 

ASSETS 
Current assets: 

Cash and cash equivalents 
Accounts receivable, net 
Inventory 
Prepaid expenses and other current assets 

Total eurrent assets 
Property and equipment, net 
Goodwill 
Other intangible assets, net 
Other long-tenn assets 

Total assets 
LIABILITIES AND SHAREHOLDERS' EQUITY 
Current liabilities: 

Accounts payable 
Accrued expenses 
Short-term contingent consideration 
Other current liabilities 

Total current liabilities 
Long-term debt, net 
Deferred tax liability 
Long-term contingent consideration 
Other long-term liabilities 

Total liabilities 
Commitments and Contingencies 
Preferred shares, no par value; unlimited shares authorized, issuable in 
series: none outstanding 
Common shares, no par value, unlimited shares authorized, 66,848, 770 and 
65,640,607 shares issued and outstanding at September 30, 2017 and 
December 31, 2016, respectively 
Additional paid-in capital 
Accumulated other eomprehensive ineome 
Accumulated deficit 

Total shareholders' equity 
Total liabilities and shareholders' equity 

September 30, 2017 

$ 

$ 

$ 

40,731 
11,336 
4,920 

60,312 
7,715 

82,184 
319,324 

1,732 
471,267 

22,145 
26,046 

8,930 
3,223 

60,344 
274,520 

3,522 
70,559 

3,201 
412,146 

361,181 
15,044 

(317, 104) 

$ 

$ 

$ 

$ 

December 31, 2016 

64,943 
20,405 
4,548 

92,33] 
7,316 

76,694 
340,194 

842 
517,377 

8,833 
32,141 
10,430 
5,870 

57,274 
274,441 

3,273 
60,685 
2,218 

397,891 

352,336 
4,816 

(237,666) 

517,377 

The accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (unaudited) 

(in thousands, except per share data) 

Three Months Ended Se[!tember 30, Nine Months Ended Se[!tember 30, 
2017 2016 2017 2016 

Revenues: 
Product revenues, net $ 9,462 $ 8.058 $ 24,916 $ 18,998 
Other revenues 14,876 5,570 53,009 15,265 

Total revenues, net 24,338 13,628 77,925 34,263 
Costs and expenses: 

Cost of product revenues (exclusive of 
amortization shown separately below) 3,054 3,362 8,758 9,260 
Selling, general and administrative 24,686 25,445 87,766 85,635 
Research and development 736 2,037 1,558 7,923 
Amortization of intangible assets 8,671 2,418 25,718 5,824 
Change in fair value of contingent consideration 4,632 12,669 

Total costs and expenses 41,779 33,262 136,469 108,642 
Loss from operations (17,441) (19,634) (58,544) (74,379) 

Interest expense (6,803) (495) (20,183) (1,395) 
Other income (expense), net 84 (173) 604 4,354 

Loss before income taxes (24,160) (20,302) (78,123) (71,420) 
Income tax expense 281 297 1,315 442 
Net loss $ (24,441) $ (20,599) $ (79,438) $ (71,862) 

Basic net loss per common share $ (037) $ (032) $ (l.20) $ (l.19) 
Diluted net loss per common share $ (0.37) $ (0.32) $ (l .20) $ (1.26) 
Shares used in computing basic net loss per common 
share 66,837 65,229 66,217 60,599 
Shares used in computing diluted net loss per 
comn10n share 66,837 65,229 66,217 60,676 

The accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS (unaudited) 

(in thousands) 

Three Months Ended Se~tember 30, Nine Months Ended Se~tember 30, 
2017 2016 2017 2016 

Net loss $ (24,441) $ (20,599) $ (79,438) $ (71,862) 
Other comprehensive income: 

Foreign currency translation adjustments (2,0622 10,228 8,085 
Other comprehensive income (loss) 5,575 (2,0622 10,228 8,085 
Total comprehensive loss $ ~18,866) $ L22,6612 $ ~69,210~ $ (63,7772 

The accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited) 

(in thousands) 
Nine Months Ended September 30, 

Operating Activities 
Net loss 
Adjustments to reconcile net loss to net cash used in operating activities; 

Depreciation and amottization 
Amortization of debt issuance costs 
Change in fair value of contingent consideration 
Payment of contingent consideration 
Unrealized foreign currency transaction (gain) loss 
Gain on sale of property and equipment 
Change in fair value of warrants liability 
Share-based compensation expense 
Benefit from deferred income taxes 
Changes in operating assets and liabilities: 

Accounts receivable 
Inventory 
Prepaid expenses and other current assets 
Accounts payable 
Accrued expenses 
Other liabilities 
Other, net 

Net cash used in operating activities 

Investing activities 
Acquisitions of businesses, net of cash acquired 
Purchases of property and equipment 
Proceeds from sale of property and equipment 
Change in restricted cash balance 
Other 
Net cash used in investing activities 

Financing activities 
Proceeds from issuance of convertible debt 
Proceeds from issuance of common stock 
Payment of debt and equity issuance costs 
Repayment of convertible note 
Payment of contingent consideration 
Proceeds from exercise of stock options I warrants 
Payments related to settlement of stock awards 
Net cash (used in) provided by financing activities 
Net (decrease) increase in cash and cash equivalents 
Effect of change in foreign exchange rates on cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

Supplemental non-cash activities: 
Fair value of assets acquired and liabilities assumed through acquisition of business 
(See Note 3) 
Fair value of contingent consideration payable in connection with acquisition of 
business (See Note 3) 
Non-cash additions to intangible assets (See Note 6) 
Non-cash additions to property and equipment 

Supplemental disclosure of cash Dow information: 
Income taxes paid 
Interest paid 

$ 

$ 

$ 

$ 
$ 
$ 

$ 
$ 

2017 2016 

(79,438) $ 

26,819 
79 

12,669 
(158) 

(36) 
(266) 

(24) 
8,738 

6.959 
(62) 

(878) 
13.197 
(6,049) 

(809) 
68 

(19,191) 

(1,702) 
523 

{2152 
(1,394) 

(4,137) 
108 

(4,029) 
(24,614) 

402 
64,943 
40,731 $ 

$ 

$ 
$ 
$ 

2,141 $ 
18,046 $ 

(71,862) 

6,019 
59 

(43) 
200 

(4,722) 
9,202 

(1,261) 

2,135 
(926) 
(563) 

(2,554) 
(3,260) 
(1,088) 

(68,664) 

(42,887) 
(2,014) 

(281) 
(5202 

(45,702) 

75,000 
75,000 

(673) 
(3,922) 

1,998 
(l,660) 

145,743 
31,377 

340 
24,816 
56 533 

115,136 

19,500 
415 

1,282 
l,Q47 

The accompanying unaudited notes are an integral part of the condensed consolidated financial statements. 
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ARALEZ PHARMACEUTICALS INC. 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 

(tabular dollars and shares in thousands, except per share data) 

1. ORGANIZATION, BASIS OF PRESENTATION AND ACCOUNTING POLICIES 

Organization 

Aralez Pharmaceuticals Inc., together with its wholly-owned subsidiaries ("Aralez" or the "Company"), is a 
global specialty pharmaceutical company focused on delivering meaningful products to improve patients' lives while 
creating shareholder value by acquiring, developing and commercializing products primarily in cardiovascular and other 
specialty areas. Aralez's global headquarters is located in Mississauga, Ontario, Canada, its U.S. headquarters is located 
in Princeton, New Jersey, United States, and its Irish headquarters is located in Dublin, Ireland. The Company's common 
shares are listed on the NASDAQ Global Market under the trading symbol ''ARLZ" and on the Toronto Stock Exchange 
under the trading symbol "ARZ." Aralez was formed for the purpose of facilitating the business combination of PO ZEN 
Inc., a Delaware corporation ("Pozen"), and Tribute Pharmaceuticals Canada Inc., a corporation incorporated under the 
laws of the Province of Ontario, Canada ("Tribute"), which closed on February 5, 2016. 

On February 5, 2016, pursuant to an Agreement and Plan of Merger and Arrangement between Aralez 
Pharmaceuticals Inc., Pozen, Tribute and other related parties (as amended, the "Merger Agreement"), Aralez completed 
the acquisition of Tribute by way of a court approved plan of arrangement in a stock transaction with a purchase price of 
$137.6 million made up of (i) $115.1 million related to Tribute shares, equity awards and certain warrants outstanding 
and (ii) $22.5 million in repayments of Tribute indebtedness. In com1ection with this transaction, Pozen and Tribute were 
combined under and became wholly-owned subsidiaries of Aralez (the "Merger"). Pursuant to Rule 12g-3(a) under the 
Securities Exchange Act of 1934, as amended, Aralez Pharmaceuticals Inc. is the successor issuer to Pozen. 

On September 6, 2016, Aralez Pharmaceuticals Trading DAC, a wholly-owned subsidiary of Aralez ("Aralez 
Ireland"), acquired the U.S. and Canadian rights to Zontivity<!\' (vorapaxar), pursuant to an asset purchase agreement (the 
"Zontivity Asset Purchase Agreement") with Schering-Plough (Ireland) Company, an Irish private unlimited company 
and an affiliate of Merck & Co., Inc., which subsequently assigned the Zontivity Asset Purchase Agreement to its 
affiliate MSD International GmbH ("Merck"). 

On September 15, 2016, the Company announced that the U.S. Food and Drug Administration ("FDA") 
approved Yosprala® (aspirin and omeprazole) for the secondary prevention of cardiovascular and cerebrovascular events 
in patients at risk for aspirin-associated gastric ulcers. 

On October 31, 2016, Aralez Ireland acquired the U.S. rights to Toprol-XL ® (metoprolol succinate) and its 
authorized generic (the "AG") pursuant to an asset purchase agreement (the "Toprol-XL Asset Purchase Agreement") 
entered into between AstraZeneca AB ("AstraZeneca"), Aralez Ireland and Aralez Pharmaceuticals Inc. 

Basis of Presentation and Consolidation 

For financial reporting and accounting purposes, Pozen was the acquirer of Tribute pursuant to ilie Merger in a 
business combination that was completed on February 5, 2016. Aralez's condensed consolidated financial statements for 
the three and nine months ended September 30, 2016 include the results of Tribute only from the closing date of the 
Merger and the results of Zontivity only from September 6, 2016, its acquisition date. Aralez's condensed consolidated 
financial statements for the three and nine months ended September 30, 2016 do not include the results of Toprol-XL and 
the AG as this acquisition was completed on October 31, 2016. Aralez's results of operations for the three and nine 
months ended September 30, 2017 include the results of Tribute, Zontivity and Toprol-XL and the AG (See Note 2). 

The accompanying condensed consolidated financial statements are unaudited and have been prepared by 
Aralez in accordance with accounting principles generally accepted in the United States of America ("GAAP"), and 
pursuant to, and in accordance with, the instructions to Form 10-Q and Article 10 of Regulation S-X. The condensed 
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consolidated balance sheet at December 31, 2016 was derived from audited financial statements, but certain information 
and footnote disclosures normally included in the Company's annual financial statements have been condensed or 
omitted. These condensed consolidated financial statements should be read in conjunction \Vith the audited financial 
statements contained in the Company's Annual Report on Form 10-K filed with the Securities and Exchange 
Commission ("SEC") and with applicable Canadian securities regulators on SEDAR on March 13, 2017 (the "2016 
Fonn 10-K"). 

The condensed consolidated financial statements, in the opinion of management, reflect all nonnal and 
recurring adjustments necessary for a fair statement of the Company's financial position and results of operations. 
Certain reclassifications with respect to the presentation of accrued expenses were made to prior year figures to conform 
with current year presentation. 

The accompanying condensed consolidated financial statements include the accounts of Aralez Pharmaceuticals 
Inc. and its wholly-owned subsidiaries. All intercompany balances and transactions have been eliminated in 
consolidation. The results of operations for the interim periods are not necessarily indicative of the results of operations 
to be expected for any future period or the entire fiscal year. 

Use of Estimates 

The preparation of financial statements in confonnity with GAAP requires the extensive use of estimates and 
assumptions that affect the reported amounts of assets, liabilities, revenues, expenses and related disclosures. The most 
significant assumptions are employed in estimates used in detennining values of: inventories; long-lived assets, 
including goodwill and other intangible assets; accrued expenses; contingent consideration; income taxes; share-based 
compensation expense; as well as estimates used in accounting for contingencies and revenue recognition. Actual results 
could differ from these estimates. 

Concentration of Risk 

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist 
principally of cash and cash equivalents, including money market funds. The Company's investment policy places 
restrictions on credit ratings, maturities, and concentration by type and issuer. The Company is exposed to credit risk in 
the event of a default by the financial institutions holding its cash and cash equivalents to the extent recorded on the 
balance sheet. 

The Company is also subject to credit risk from accounts receivable related to product sales and monitors its 
exposure within accounts receivable and records a reserve against uncollectible accounts receivable as necessary. The 
Company extends credit to pharmaceutical wholesale distributors and specialty phannaceutical distribution companies, 
primarily in Canada and the United States, and to other international distributors. Customer creditworthiness is 
monitored and collateral is not required. 

Cash and Cash Equivalents 

Cash and cash equivalents consists of cash and short-term, interest-bearing instruments with original maturities 
of 90 days or less at the date of purchase. 

Inventory 

Inventories are stated at the lower of cost or net realizable value on a first-in, first-out basis. Cost is determined 
to be the purchase price for raw materials and the production cost, including materials, labor and indirect manufacturing 
costs, for work-in-process and finished goods. The Company analyzes its inventory levels quarterly and writes-down 
inventory that has become obsolete, inventory that has a cost basis in excess of its expected net realizable value, 
inventory in excess of expected sales requirements or inventory that fails to meet commercial sale specifications to cost 
of product revenues. Expired inventory is disposed of and the related costs are written off to cost of product revenues. 
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Intangible Assets 

Goodwill 

Goodwill relates to amounts that arose in connection with the acquisitions of Tribute, Zontivity and Toprol-XL 
and the AG. Goodwill represents the excess of the purchase price over the fair value of the net assets acquired when 
accounted for using the acquisition method of accounting for business combinations. Goodwill is not amortized but is 
evaluated for impairment on an ammal basis, in the fourth quarter, or more frequently if an event occurs or circumstances 
change that would more-likely-than-not reduce the fair value of the Company's reporting unit below its carrying amount. 

Other Intangible Assets, net 

Other intangible assets consist of acquired teclmology rights. The Company amortizes its intangible assets using 
the straight-line method over their estimated economic lives. Costs to obtain, maintain and defend the Company's patents 
are expensed as incurred. The Company will evaluate the potential impainnent of other intangible assets if events or 
changes in circumstances indicate that the carrying amount of the assets may not be fully recoverable or that the useful 
lives of these assets are no longer appropriate. Events giving rise to impairment are an inherent risk in the pharmaceutical 
industry and many factors cannot be predicted. Factors that are considered in deciding when to perfom1 an impairment 
review include significant changes in forecasted projections for the asset or asset group for reasons including, but not 
limited to, significant under-performance of a product in relation to expectations, significant changes or planned changes 
in the Company's use of the assets, significant negative industry or economic trends, and new or competing products that 
enter the marketplace. The impairment test is based on a comparison of the undiscounted cash flows expected to be 
generated from the use of the asset group and its eventual disposition to the carrying value of the asset group. If 
impairment is indicated, the asset is written down by the amount by which the carrying value of the asset exceeds the 
related fair value of the asset with the related impairment charge recognized within the statements of operations. Such 
impairment charges may be material to the Company's results. The valuation techniques utilized in performing the initial 
valuation of other intangible assets or subsequent quantitative impairment tests incorporate significant assumptions and 
judgments to estimate the fair value. The use of different valuation techniques or assumptions could result in 
significantly different fair value estimates. 

Contingent Consideration 

Certain of the Company's business acquisitions involve the potential for future payment of consideration that is 
contingent upon the achievement of operational and commercial milestones and royalty payments on future product 
sales. The fair value of contingent consideration liabilities is determined at the acquisition date using unobservable 
inputs. These inputs include the estimated amount and timing of projected cash flows, the probability of success 
(achievement of the contingent event) and the risk-adjusted discount rate used to present value the probability-weighted 
cash flows. Subsequent to the acquisition date, at each reporting period, the contingent consideration liability is 
remeasured at current fair value with changes recorded in the consolidated statements of operations. Changes in any of 
the inputs may result in a significantly different fair value adjustment. 

Revenue Recognition 

Principal sources of revenue are (i) net revenues from sales of Zontivity, Toprol-XL and the AG, and Yosprala 
(ii) product sales from the product portfolio acquired with the Company's acquisition of Tribute, and (iii) royalty 
revenues from sales ofVimovo"1· by the Company's commercialization partners. In all instances, revenue is recognized 
only when the price is fixed or determinable, persuasive evidence of an arrangement exists, delivery has occurred or 
services have been rendered, and collectibility of the resulting receivable is reasonably assured. 

Product Revenues, net 

The Company's products are distributed through a limited nU111ber of specialty distributors, specialty pharmacy 
providers and wholesalers in the U.S. and Canada (each a "Customer", or collectively, its "Customers"). These 
Customers subsequently resell the Company's products to healthcare providers, pharmacies and patients. In addition to 
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distribution agreements with Customers, the Company enters into arrangements with payors that provide for 
government-mandated and/or privately-negotiated rebates, chargebaeks and discounts with respect to the purchase of the 
Company's products. 

Except for Yosprala and Toprol-XL and the AG, which are described below, the Company recognizes gross 
revenues from sales of its products on the sell in method when the Customer obtains control of the Company's product, 
which occurs at a point in time, typically upon delivery to the Customer. The Company establishes reserves based on 
estimates of amounts for rebates, chargebacks, disco1mts, distributors fees, and returns and allowances earned or to be 
claimed on the related sales and are classified as reductions of accounts receivable (if the amount is payable to the 
Customer) or a current liability (if the amount is payable to a party other than a Customer). On March 31, 2017, the 
Company began recognizing gross revenues from sales of Zontivity on the sell in method. Previously, revenues from 
sales of Zontivity were recognized in other revenues, net of related cost of product revenues and fees paid to Merck 
under a transition services agreement in effect through March 31, 2017. Product sales from Fibricor® are also recorded 
on a sell in method. 

Revenues from the sale of Yosprala in the United States are recorded on a sell through method since the 
Company does not have sufficient historical data to estimate returns. As such, the Company defers revenue and costs of 
inventory for all Yosprala products shipped to wholesalers in the United States until the product is sold through to the 
end customer. 

All of the Company's products have a returns policy that allows the customer to return pharmaceutical products 
within a specified period of time both prior to and subsequent to the product's expiration date. The Company's estimate 
of the provision for returns for those products that use a sell in method is analyzed quarterly and is based upon many 
factors, including historical data of actual returns and analysis of the level of inventory in the distribution channel, if any. 
The Company believes that the reserves it has established are reasonable based upon current facts and circumstances. 
Applying different judgments to the same facts and circumstances could result in the estimated amount for reserves to 
vary. If actual results vary with respect to the Company's reserves, the Company may need to adjust its estimates, which 
could have a material effect on the Company's results of operations in the period of adjustment. To date, such 
adjustments have not been material. 

Other Revenues 

Other revenues include revenues from licensing arrangements with other biopharmaceutical companies, 
including license fee payments, milestones payments and royalties. Revenue from license fee payments, milestone 
payments and royalties are recognized when the Company has fulfilled its performance obligations under the terms of its 
contractual agreements, has no future obligations, and the amount of the license fee payment, milestone payment or 
royalty fee is determinable. Royalty revenue that is reasonably estimable and determinable is recognized based on 
estimates utilizing information reported to the Company by its commercialization partners. 

Other revenues also includes net revenues from sales ofToprol-XL and the AG from its acquisition date, 
recognized net of related cost of product revenues and fees paid to AstraZeneca under a transition services agreement in 
effect through December 31, 2017. The Company records these revenues net of related cost since it is not the principal in 
the arrangements and expects to record this revenue similar to a royalty arrangement until the Company is deemed to be 
the principal in the sales and marketing of these products, at which point it will record net sales and costs of revenue 
separately. Other revenues also include net revenues from sales of Zontivity until March 31, 2017, recognized net of 
related cost of product revenues and fees paid to Merck under a transition services agreement in effect through March 31, 
2017. On March 31, 2017, the Company began recognizing gross revenues from sales of Zontivity on the sell in method, 
which are classified as product revenues, net. 

Income Taxes 

The Company accounts for income taxes using the liability method in accordance with Financial Accounting 
Standards Board ("FASB") Accounting Standards Codification ("ASC"), Topic 740, "Income Taxes" ("ASC 740"). 
Deferred tax assets and liabilities are determined based on temporary differences between financial reporting and tax 
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basis assets and liabilities and are measured by applying enacted rates and laws to taxable years in which differences are 
expected to be recovered or settled. Further, the effect on deferred tax assets and liabilities of a change in tax rates is 
recognized in income in the period that the rate changes. A valuation allowance is required when it is "more-likely-than­
not" that all or a portion of deferred tax assets will not be realized. Since the Company's inception, substantial 
cumulative losses have been incurred and substantial and recurring losses may be incurred in future periods. The 
utilization of the loss carryforwards to reduce future income taxes will depend on the Company's ability to generate 
sufficient taxable income prior to the expiration of the loss carryforwards. In addition, the maximum annual use of net 
operating loss and research credit carryforwards is limited in certain situations where changes occur in stock ownership. 

Aralez files federal and state income tax returns, as applicable, with the tax authorities in various jurisdictions 
including Canada, Ireland and the United States. Pozen is no longer subject to U.S. federal or North Carolina state 
income tax examinations by tax authorities for years before 2013. Tribute is no longer subject to Canadian income tax 
examinations by tax authorities for years before 2011. However, the loss and credit carryforwards generated by Pozcn 
and Tribute may still be subject to change to the extent these losses and credits are utilized in a year that is subject to 
examination by tax authorities. 

ASC 740 prescribes a comprehensive model for how a company should recognize, measure, present and 
disclose in its financial statements uncertain tax positions that the company has taken or expects to take on a tax return, 
including a decision whether to file or not file a return in a particular jurisdiction. The financial statements reflect 
expected future tax consequences of such positions presuming the taxing authorities' full knowledge of the position and 
all relevant facts. The Company recognizes any interest and penalties accrued related to unrecognized tax benefits as 
income tax expense. 

Share-Based Compensation 

The Company expenses the fair value of employee share-based compensation over the employees' service 
periods, which are generally the vesting period of the equity award. For awards with performance conditions granted, the 
Company recognizes compensation cost over the expected period to achieve the performance conditions, provided 
achievement of the performance conditions are deemed probable. Awards with market-based conditions are expensed 
over the service period regardless of whether achievement of the market condition is deemed probable or is ultimately 
achieved. Compensation expense is measured using the fair value of the award at the grant date. 

In order to deterrnine the fair value of option awards on the grant date, the Company uses the Black-Scholes 
option pricing model. Inherent in this model are assumptions related to expected share price volatility, estimated option 
life, risk-free interest rate and dividend yield. The expected share price volatility assumption is based on the historical 
volatility of the Company's common shares, which is obtained from public data sources. The expected life represents the 
weighted average period of time that share-based awards are expected to be outstanding giving consideration to vesting 
schedules, historical exercise patterns and post-vesting cancellations for terminated employees that have been exhibited 
historically, adjusted for specific factors that may influence future exercise patterns. The risk-free interest rate is based 
on factual data derived from public sources. The Company uses a dividend yield of zero as it has no intention to pay cash 
dividends in the foreseeable future. For performance-based awards with market conditions, the Company uses a Monte 
Carlo simulation model to determine the fair value of awards on the date of grant. 

Determining the appropriate amount to expense for awards with performance conditions based on the 
achievement of stated goals requires judgment, including forecasting future perfom1ance results. The estimate of expense 
is revised periodically based on the probability of achieving the required performance targets and adjustments are made 
as appropriate. The cumulative impact of any revisions is reflected in the period of change. If any applicable financial 
performance goals are not met, no compensation cost is recognized and any previously recognized compensation cost is 
reversed. 

In the first quarter of 2017, the Company adopted Accounting Standards Update ("ASU") 2016-09, 
Compensation - Stock Compensation (Topic 718), ("ASU 2016-09"). As a result of the adoption of ASU 2016-09, the 
Company recognizes, on a prospective basis, the impact of forfeitures when they occur, with no adjustment for estimated 
forfeitures, and recognizes excess tax benefits as a reduction of income tax expense regardless of whether the benefit 

11 



reduces income taxes payable. Additionally, the Company now recognizes the cash flow impact of such excess tax 
benefits in operating activities in its condensed consolidated statements of cash flows. The classification of excess tax 
benefits on the statement of cash flows for the prior period have not been adjusted. There was no net impact on the 
Company's opening accumulated deficit upon application of this guidance using the modified retrospective transition 
method as the total cumulative-effect adjustment for previously deferred excess tax benefits was offset by a related 
change in the valuation allowance. 

Fair Value Measurements 

The accounting standard for fair value measurements defines fair value, establishes a framework for measuring 
fair value in accordance with GAAP, and requires detailed disclosures about fair value measurements. Under this 
standard, fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The valuation techniques are based on observable and 
unobservable inputs. Observable inputs reflect readily obtainable data from independent sources, while m1observable 
inputs reflect certain market assumptions. This standard classifies these inputs into the following hierarchy: 

• Level I Inputs - Quoted prices for identical instfUlllents in active markets. 
• Level 2 Inputs - Quoted prices for similar instruments in active markets; quoted prices for identical or similar 

instfUlllents in markets that are not active; and model-derived valuations whose inputs are observable or whose 
significant value drivers are observable. 

• Level 3 Inputs Instruments with primarily unobservable value drivers. 

The fair value hierarchy level is detem1ined by asset class based on the lowest level of significant input. In 
periods of market inactivity, the observability of prices and inputs may be reduced for certain instruments. This condition 
could cause an instrument to be reclassified between levels. 

The carrying amount of cash and cash equivalents approximates its fair value due to the short-term nature of 
these amounts. The warrants liability was previously carried at fair value and was included within other current liabilities 
on the consolidated balance sheet at December 31, 2016, however, the warrants associated with the warrants liability 
expired in May 2017. The significant unobservable inputs used in the fair value measurement of the Company's warrants 
liability, which used a Black-Scholes valuation model, included the volatility of the Company's common shares and the 
expected term. The contingent consideration liability is also carried at fair value, and is recorded as separate short and 
long-tenn balances on the consolidated balance sheet at September 30, 2017. The significant unobservable inputs used in 
the fair value measurement of the Company's contingent consideration liability include the estimated amount and timing 
of projected cash flows, the probability of success (achievement of the contingent event) and the risk-adjusted discount 
rate used to present value the probability-weighted cash flows. The use of different inputs in the valuation of the 
contingent consideration liability could result in materially different fair value estimates. 

Foreign Currency 

The Company's reporting currency is the U.S. dollar. The assets and liabilities of the Company's subsidiaries that 
have a functional currency other than the U.S. dollar, primarily the Canadian dollar, are translated into U.S. dollars at the 
exchange rates in effect at the balance sheet date with the results of operations of subsidiaries translated at average 
exchange rates for the period. The cumulative foreign currency translation adjustment is recorded as a component of 
accumulated other comprehensive income within shareholders' equity. 

Transactions in foreign currencies are remeasured into the functional currency of the relevant subsidiary at the 
exchange rate in effect at the date of the transaction. Any monetary assets and liabilities arising from these transactions 
are translated into the functional currency at exchange rates in effect at the balance sheet date or on settlement. Resulting 
gains and losses are recorded in ot11er income, net within the condensed consolidated statements of operations. 
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Accumulated Other Comprehensive Income 

A company is required to present, either on the face of the statement where net income (loss) is presented, in a 
separate statement of comprehensive income (loss) or in the notes, significant amounts reclassified out of accumulated 
other comprehensive income by the respective line items of net income (loss). There were no amounts reclassified out of 
accumulated other comprehensive income for the three and nine months ended September 30, 2017 and 2016. Other 
comprehensive income for the three and nine months ended September 30, 2017 related to foreign currency translation 
adjustments. 

Recent Accounting Pronouncements 

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606), which 
requires revenue recognition based on the transfer of promised goods or services to customers in an amount that reflects 
consideration Aralez expects to be entitled to in exchange for goods or services. In August 2015, the FASB issued 
updated guidance deferring the effective date of the revenue recognition standard. The new rules supersede prior revenue 
recognition requirements and most industry-specific accounting guidance. In March, April and May 2016, the FASB 
issued additional updated guidance, which clarifies certain aspects of the ASU and the related implementation guidance 
issued by the FASB-IASB Joint Transition Resource Group for Revenue Recognition. The ASU will be effective for 
Aralez in the first quarter of 2018, with either full retrospective or modified retrospective application required. 

The Company has created a project team to analyze the impacts of ASU No. 2014-09 on its revenue streams, 
specifically focusing on (i) revenues from the sale of its products, and (ii) royalty revenues. The Company is reviewing 
its current accounting policies and practices to identify potential differences that would result from applying the 
guidance. The Company currently expects the most significant impact of the new guidance relates to the recognition of 
variable consideration. The new guidance requires the Company to estimate variable consideration and include in 
revenue amounts for which is it probable that a significant revenue reversal will not occur. This may result in revenue 
being recognized earlier than under the current guidance, particularly for products where the Company uses the sell 
through revenue recognition model. The Company will continue to assess new customer contracts throughout 2017 and 
any impact the standard will have on its processes, systems and controls. While the Company's assessment of the 
impacts of ASU No. 2014-09 is still in process, the adoption of the guidance is not expected to have a material impact on 
the timing or measurement of the Company's revenue recognition, however, it is likely that the Company will be 
required to provide significant additional disclosures about the Company's revenue recognition policies in the notes to 
the consolidated financial statements upon adoption. The Company currently intends to adopt the standard using the 
modified retrospective method. 

In August 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update 
(ASU) No. 2014-15, Presentation of Financial Statements-Going Concern (Subtopic 205-40): Disclosure of 
Uncertainties about an Entity's Ability to Continue as a Going Concern, which defines management's responsibility to 
assess an entity's ability to continue as a going concern, and to provide related footnote disclosures ifthere is substantial 
doubt about its ability to continue as a going concern. The new standard is effective for the aimual period ending after 
December 15, 2016, and for interim periods thereafter. The Company adopted ASU 2014-15 in the fourth quarter of 
2016, which resulted in no change to the Company's financial statements. Additionally, the Company is required to 
perform quarterly evaluations to identify current conditions which may raise substantial doubt about the entity's ability 
to continue as a going concern within one year after the date that the financial statements are issued. 

As noted in its liquidity disclosure, the Company's principal sources of liquidity are cash generated from the 
royalty payments received from its connnercialization partners for net sales of Vimovo; the operating income of Tribute; 
sales ofFibricor and its authorized generic, Yosprala, Zontivity, and Toprol-XL and the AG; and the financings 
completed on February 5, 2016 and October 31, 2016. The Company's principal liquidity requirements are for working 
capital; operational expenses; commercialization activities for products, including Yosprala, Zontivity, Toprol-XL and 
the AG, Fibricor and the Company's Canadian product portfolio, and product candidates; contractual obligations, 
including any royalty and milestone payments that may become due; capital expenditures; and debt service payments. 
As of September 30, 2017, the Company had approximately $40. 7 million of cash and cash equivalents which, together 
with cash expected to be generated from its business, it currently believes is sufficient to fund its operations for at least 
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the next twelve months from November 9, 2017, the filing date of these quarterly financial statements on Fon11 10-Q, 
including its principal liquidity requirements set forth above. 

Since the merger with Tribute in February 2016, the Company has incurred significant net losses. The Company 
has incurred net losses of $79.4 million for the nine months ended September 30, 2017, and $103.0 million for the year 
ended December 31, 2016. The Company's ability to become profitable and/or to generate positive cash from operations 
depends upon, among other things, its ability to generate revenues from sales of its products and prudently manage its 
expenses. New sources of product revenue have only recently been approved, in the case of Yosprala in the United States 
and Blexten in Canada, or acquired by the Company, in the case of Zontivity in the United States and Canada and 
Toprol-XL and tlle AG in the United States. If the Company does not generate sufficient product revenues, or prudently 
manage its expenses, its business, financial condition, cash flows and results of operations could be materially and 
adversely affected. 

During the second quarter of 2017, the Company implemented a program of cost savings initiatives, which 
included a 32% reduction in its U.S. sales force and realignment of certain financial resources to support the launch of 
Zontivity, together witl1 a significant decrease in marketing spend on Yosprala and other cost reductions across the 
busiriess. On November 9, 2017, the Company aill1ounced that it will implement new cost savings initiatives to increase 
profitability and enhance its liquidity position. In addition, the Company is actively exploring other initiatives, such as 
business development opportunities and financing options, to improve its future liquidity. There can be no assurances 
that these other initiatives will be available on reasonable terms, or at all. If the Company is not successful with respect 
to the initiatives described above, or if the Company's future operations fail to meet its current expectations, the 
Company's projected future liquidity may be limited, which may impact its assessment under this accounting standard in 
the future and could materially and adversely affect its business, financial condition, cash flows and results of operations. 

In January 2016, the FASB issued ASU 2016-01, Financial Instruments~Overall (Subtopic 825-10), which 
requires equity investments to be measured at fair value with changes in fair value recognized in net income. It allows an 
entity to choose to measure equity investments that do not have readily determinable fair values at cost minus 
impairment. It also simplifies the impairment assessment of equity investments without readily deten11inable fair values 
and eliminates the requirements to disclose the methods used to estimate fair value for instruments measured at 
amortized cost on the balance sheet. The amendments in the ASU are effective for Aralez in the first quarter of 2018. 
The Company does not expect the adoption to have a material impact on its consolidated financial statements. 

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes current lease 
accounting guidance. The primary difference between current GAAP and the new standard is the recognition of lease 
assets and lease liabilities by lessees for those leases classified as operating leases under current GAAP. The standard 
requires a modified retrospective approach upon adoption, with practical expedients that may be available to elect. The 
standard is effective for Aralez in the first quarter of 2019 and early adoption is permitted. The Company is evaluating 
the impact of the ASU on its consolidated financial statements. 

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of 
Certain Cash Receipts and Cash Payments, providing additional guidance on eight specific cash flow classification 
issues. The goal of the ASU is to reduce diversity in practice of classifying certain items. The amendments in the ASU 
are effective for Aralez in the first quarter of 2018 using a retrospective transition method, and early adoption is 
permitted. The Company does not expect the adoption to have a material impact on its consolidated financial statements. 

In January 2017, the FASB issued ASU 2017-01, Business Combinations (Topic 805): Clarifj;ing the Definition 
of a Business, in an effort to clarify the definition of a business with the objective of adding guidance to assist entities 
with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The 
amendments of this ASU are effective for Aralez in the first quarter of 2018 on a prospective basis and early adoption is 
permitted. The Company does not expect the adoption to have a material impact on its consolidated financial statements. 

In January 2017, the F ASB issued ASU 2017-04, Intangibles-Goodwill and Other (Topic 350): Simplifj;ing the 
Test for Goodwill Impairment. The amended guidance eliminates a step from ilie goodwill impairment test. Under the 
amended guidance, an entity should perform its annual or interim goodwill impairment test by comparing the fair value 
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of a reporting unit with its carrying amount. An entity would recognize an impainnent charge for the amount by which 
the carrying amount exceeds the reporting unit's fair value; however, the loss recognized should not exceed the total 
amount of good\vill allocated to that reporting unit. The amended guidance is effective for the year-ending December 31, 
2020. Early adoption is permitted. The Company does not expect a significant effect on its consolidated financial 
statements upon adoption of this new guidance. 

2. BUSINESS AGREEMENTS 

Agreements with AstraZeneca for Toprol-XL 

On October 31, 2016, Aralez Ireland acquired the U.S. rights to Toprol-XLand the AG pursuant to the Toprol­
XL Asset Purchase Agreement entered into between AstraZeneca, Aralez Ireland and Aralez Pharmaceuticals Inc. 
Toprol-XL is a cardioselective beta-blocker indicated for the treatment of hypertension, alone or in combination with 
other antihypertensives, the long term treatment of angina pectoris and treatment of stable, symptomatic (NYHA class II 
or III) heart failure of specific origins. In July 2017, AstraZeneca, Aralez Ireland and Aralez Pharmaceuticals Inc. 
entered into an amendment to the Toprol-XL Asset Purchase Agreement pursuant to which (1) the milestone payments 
payable under the Toprol-XL Asset Purchase Agreement were deferred and extended, and (2) the definition of net sales 
was amended. The purchase price under the Toprol-XL Asset Purchase Agreement, as amended, consists of (i) a 
payment of$175 million by Aralez Ireland to AstraZeneca, which was made on the closing date of the Toprol-XL 
acquisition; (ii) certain milestone payments payable by Aralez Ireland subsequent to the closing of the Toprol-XL 
acquisition upon the occurrence of certain milestone events based on the annual aggregate net sales of T oprol-XL and the 
AG and other contingent events, which in no event will exceed $48 million in the aggregate; (iii) royalty payments of 
(A) 15% of total quarterly net sales of branded Toprol-XL and any other authorized or owned generic version of Toprol­
XL that is marketed, distributed or sold by Aralez, and (B) 15% of quarterly net sales of the current or any other third 
party authorized generic, but for purposes of royalty payments and clause (B) only, net sales do not include the supply 
price paid for the current or other third party authorized generic by Aralez Ireland to AstraZeneca under the supply 
agreement entered into between Aralez Ireland and AstraZeneca in respect of the applicable period and (iv) a payment 
for the value of the finished inventory ofToprol-XL and the AG at closing of the Toprol-XL acquisition, not to exceed a 
cap specified in the Toprol-XL Asset Purchase Agreement. Under the Toprol-XL Asset Purchase Agreement, as 
amended, if any milestone payments are triggered, no such payments would be payable in 2018. 

On October 31, 2016, in connection with the Toprol-XL acquisition, Aralez Ireland entered into a Supply 
Agreement (the "Toprol-XL Supply Agreement") with AstraZeneca. Pursuant to the tem1s of the Toprol-XL Supply 
Agreement and except as otherwise expressly set forth therein, AstraZeneca will be the exclusive manufacturer and 
supplier to Aralez Ireland of Toprol-XL and the AG, each in finished bottled form for exploitation and 
commercialization in the United States. The initial term of the Toprol-XL Supply Agreement is IO years (the "Toprol­
XL Supply Initial Tenn"). The Toprol-XL Supply Agreement will continue indefinitely following the expiration of the 
Toprol-XL Supply Initial Tenn unless terminated in accordance with its terms. Except in the case of certain uncured 
material breaches of the Toprol-XL Supply Agreement by Aralez Ireland or certain insolvency related events affecting 
Aralez Ireland, AstraZeneca may not terminate the Toprol-XL Supply Agreement unless it satisfies certain conditions 
related to, among other things, the transfer ofteclmology. In addition to termination rights upon certain uncured material 
breaches of the Toprol-XL Supply Agreement by AstraZeneca or certain insolvency related events affecting 
AstraZeneca, Aralez Ireland may terminate the Toprol-XL Supply Agreement at any time following the Toprol-XL 
Supply Initial Term upon providing 12 months prior written notice to AstraZeneca. AstraZeneca also provides certain 
transition services to Aralez Ireland through December 31, 2017 to facilitate the transition of the supply, sale and 
distribution ofToprol-XL and the AG, in exchange for compensation specified in the transition services agreement. 

Agreement with the United States Gol1ernment Regarding Toprol-XL 

On February 23, 2017, Aralez Pharmaceuticals US Inc. ("Aralez US"), a Delaware company and a wholly­
owned, indirect subsidiary of Aralez Pharmaceuticals Inc., entered into a Novation Agreement (the "Novation 
Agreement") with AstraZeneca Phannaceuticals LP ("AstraZeneca LP") and the United States of America (the 
"Government") pursuant to which all of the rights and responsibilities of AstraZeneca LP under that certain VA National 
Contract signed February 11, 2016 and effective April 29, 2016 between AstraZeneca LP and the Goven1111ent were 
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novated to Aralez US (as novated, the "VA Contract"). The Novation Agreement was entered into pursuant to the 
Toprol-XL Asset Purchase Agreement. 

Under the VA Contract, Aralez US provides all requirements of certain pharmaceutical products containing 
metoprolol succinate as the active pharmaceutical ingredient at fixed prices for the U.S. Department of Veterans Affairs 
and certain other United States federal government agencies. The VA Contract had an initial one-year term expiring 
April 28, 2017, renewable at the option of the Government for four successive additional one year terms. On April 6, 
2017, Aralez US and the Government entered into a Modification of Contract with respect to the VA Contract, pursuant 
to which the Government exercised its first renewal option under the VA Contract, extending the term of the VA 
Contract by one year to April 28, 2018 with reduced pricing for the duration thereof. The VA Contract is terminable at 
the convenience of the Government at any time. 

Agreements with Merck for Zontivity 

On September 6, 2016, Aralez Ireland acquired the U.S. and Canadian rights to Zontivity, pursuant to the 
Zontivity Asset Purchase Agreement with Merck. Zontivity represents an addition to the Company's product portfolio in 
cardiovascular disease and is the first and currently the only approved tl1erapy shown to inhibit the protease-activated 
receptor-1 (PAR-1), the primary receptor for thrombin, which is considered to be the most potent activator of platelets. 
The purchase price for Zontivity consists of (i) a payment of $25 million by Aralez Ireland to Merck, which was made on 
the closing date of the Zontivity acquisition, (ii) certain milestone payments payable by Aralez Ireland subsequent to the 
closing of the Zontivity acquisition upon the occurrence of certain milestone events based on the annual aggregate net 
sales of Zontivity, any combination product containing vorapaxar sulphate and one or more other active pharmaceutical 
ingredients or any line extension thereof, which in no event will exceed $80 million in the aggregate, and (iii) royalty 
payments in the low double digits based on the annual aggregate net sales of Zontivity, any combination product 
containing vorapaxar sulphate and one or more other active pharmaceutical ingredients or any line extension thereof. 

Pursuant to the terms of the Zontivity Asset Purchase Agreement and certain ancillary agreements entered into 
in connection with the Zontivity acquisition, Merck has agreed to supply Zontivity to Aralez Ireland for a period of up to 
three years following the closing of the acquisition (although the packaging component has now been transferred to the 
Company). Merck also provided certain transition services to Aralez Ireland following the closing of the Zontivity 
acquisition through March 31, 2017 to facilitate the transition of the supply, sale and distribution of Zontivity, including 
distributing Zontivity on behalf of Aralez Ireland in exchange for compensation specified in the transition services 
agreement. In addition, in connection with the foregoing transactions, Merck granted Aralez Ireland, among other things, 
(i) an exclusive and royalty-free license to certain trademarks solely to exploit Zontivity in the U.S. and Canada and their 
respective territories, and (ii) an exclusive and royalty-free license to certain know-how solely in connection with the 
manufacture of Zontivity for exploitation in the U.S. and Canada and their respective territories. 

Agreement with AstraZeneca/Horizon regarding Vimovo ® 

In August 2006, the Company entered into a collaboration and license agreement, effective September 7, 2006 
(the "Original AZ Agreement"), with AstraZeneca regarding the development and commercialization of proprietary 
fixed dose combinations of the proton pump inhibitor ("PPI") esomeprazole magnesium with the non-steroidal anti­
inflammatory drug ("NSAID") naproxen in a single tablet for the management of pain and inflammation associated with 
conditions such as osteoarthritis and rheumatoid arthritis in patients who are at risk for developing NSAID-associated 
gastric ulcers. Under tl1e terms of the Original AZ Agreement, tl1e Company granted to AstraZeneca an exclusive, fee­
bearing license, in all countries of the world except Japan, under the Company's patents and know-how relating to 
combinations of gastroprotective agents and NSAIDs (other than aspirin and its derivatives). The Company developed 
Vimovo with AstraZeneca pursuant to this collaboration arrangement, with AstraZeneca responsible for 
commercialization of Vimovo. 

During 2013, AstraZeneca decided to cease promotion and sampling of Vimovo in certain countries, including 
the United States and all countries in Europe, other than Spain and Portugal, which have pre-existing contractual 
relationships with third parties. In November 2013, AstraZeneca divested of all of its rights, title and interest to develop, 
commercialize and sell Vimovo in the United States to Horizon Phanna USA, Inc. ("Horizon"). In connection with this 
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divestiture, in November 2013, the Company and AstraZeneca entered into an Amended and Restated Collaboration and 
License Agreement for the United States (the "U.S. Agreement") and an Amended and Restated License and 
Collaboration Agreement for outside the United States and Japan (the "ROW Agreement"), which agreements 
collectively amended and restated the Original AZ Agreement (as amended prior to the date of the U.S. Agreement and 
ROW Agreement). With the Company's consent pursuant to a letter agreement among the Company, AstraZeneca and 
Horizon, AstraZeneca subsequently assigned the U.S. Agreement to Horizon in connection with the divestiture. Further, 
the letter agreement establishes a process for AstraZeneca and Horizon to determine if certain sales milestones are 
achieved on a global basis and provides other clarifications and modifications required as a result of the contractual 
framework implemented among, or as otherwise agreed by, the parties. An additional $260.0 million is potentially 
payable to the Company if such sales milestones are achieved, however, these sales milestones are not currently expected 
to be achieved. 

Under the U.S. Agreement, Horizon is obligated to pay the Company a 10% royalty on net sales of Vimovo and 
certain other products covered tllereby in tlle United States. Pursuant to an amendment of the U.S. Agreement (the 
"Amendment to the U.S. Agreement") between the Company and Horizon, the Company is guaranteed an ammal 
minimum royalty amount of $7 .5 million each calendar year, provided that the patents owned by the Company which 
cover such products are in effect and certain types of competing products are not in the marketplace (including 
competing products entering pursuant to a license to enter the market prior to expiration of the applicable patents). The 
Amendment to the U.S. Agreement also provides that Horizon has assumed AstraZeneca' s right to lead the on-going 
Paragraph IV litigation relating to Virnovo currently pending in the United States District Court for the District of New 
Jersey and will assume all patent-related defense costs relating to such litigation, including reimbursement up to 
specified amounts of the cost of any counsel retained by us, amends certain time periods for Horizon's delivery of 
quarterly sales reports to the Company, and provides for quarterly update calls between the parties to discuss 
performance of Virnovo and Horizon's commercialization efforts. 

Pursuant to the ROW Agreement, AstraZeneca retained the rights to commercialize Vimovo and certain other 
products covered thereby outside of the United States and Japan and paid us a royalty of 6% on net sales within the 
applicable territory tlrrough 2015 and started paying us a royalty of 10% of net sales commencing in the first quarter of 
2016. 

The royalty rates above may be reduced due to the loss of market share as a result of certain competition inside 
and outside of the United States, as applicable (including competing products entering pursuant to a license to enter the 
market prior to expiration of the applicable patents). Furthermore, the Company's right to receive royalties from 
AstraZeneca or Horizon, as applicable, expires on a country-by country basis upon the later of (a) expiration of the last­
to expire of certain patent rights related to the applicable product(s) in that country, and (b) ten years after the first 
commercial sale of such product(s) in such country. In June 2017, the United States District Court for the District of New 
Jersey upheld the validity of two patents owned by Aralez and licensed to Horizon covering Vimovo in the United 
States. Subject to the immediately following sentence or a successful appeal of the decision by the generic competitors 
party to the suit, this decision is expected to delay generic entry until the expiration of the applicable patents. There is 
ongoing litigation with respect to other patents covering Vimovo, which if we are successful, would further prevent 
generic entry by these potential generic competitors until March 2031, subject to the outcome of the pending appeal of 
the order of dismissal of claims against Actavis Laboratories FL, Inc. and Actavis Pharma, Inc. (collectively, "Actavis") 
in the Vimovo cases. As the result of an unfavorable outcome in certain patent litigation in Canada, Mylan' s generic 
naproxen/esomeprazole magnesium tablets recently became available in Canada, which may reduce the Company's 
royalty rate in Canada in the future. See Note 11 - Commitments and Contingencies, for more information. 

Agreements with Patheon regarding Yosprala 

In December 2011, the Company entered into a Manufacturing Services Agreement with Patheon 
Pharmaceuticals, Inc. ("Patl1eon"), as amended in July 2013 (as amended, the "Supply Agreement"), pursuant to which 
Patheon has agreed to manufacture, and the Company has agreed to purchase, a specified percentage offue Company's 
requirements of Yosprala 325/40 and Yosprala 81/40 for sale in the United States. The term of the Supply Agreement 
extends until December 31st of the fourth year after the date that is 60 days after the Company submits its first firm order 
to Patheon under the Supply Agreement ( tlle "Initial Term"), and will automatically renew thereafter for periods of two 
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years, unless tenninated by either party upon 18 months' written notice prior to the expiration of the Initial Term or 
12 months' written notice prior to the expiration of any renewal term. In addition to usual and customary termination 
rights which allow each party to tenninate the Supply Agreement for material, uncured breaches by the other party, the 
Company can temrinate the Supply Agreement upon 30 days' prior written notice if a governmental or regulatory 
authority takes any action or raises any objection that prevents the Company from importing, exporting, purchasing or 
selling Y osprala or if it is determined that the formulation or sale of Y osprala infringes any patent rights or other 
intellectual property rights of a third-party. The Company can also terminate the Supply Agreement upon 24 months' 
prior ·written notice if it licenses, sells, assigns or othenvise transfers any rights to commercialize Y osprala in the United 
States to a third-party. The Supply Agreement contains general and customary commercial supply terms and conditions, 
as well as establishes pricing, subject to annual adjustments, for bulk product and different configurations of packaged 
product. 

Agreement to Acquire MF/ 

In June 2015, Tribute acquired Medical Futures Inc. ("MFI") pursuant to a Share Purchase Agreement between 
Tribute and the former shareholders ofMFI ("MFI Purchase Agreement"). The MFI acquisition diversified Tribute's 
product portfolio with the addition of both marketed products, including Proferrin<ll', and product candidates. The 
amounts payable pursuant to the MFI Purchase Agreement included (a) $8.5 million (CAD) in cash on closing (including 
a $0.2 million (CAD) deposit previously paid) to the former MFI shareholders, (b) $5.0 million (CAD) through the 
issuance of 3,723,008 shares of Tribute to the former MFI shareholders, (c) $5.0 million (CAD) in the form of a one-year 
unsecured convertible promissory note from Tribute to the former owner of MFI (the "MFI Note"), ( d) retention 
payments of $0.5 million (CAD) to MFI employees, (e) consent payments of $3.35 million (CAD) and $2.35 million 
(CAD) to the former MFI shareholders payable on receipt of certain third party consents, and (f) two payments of 
$1.25 million (CAD) to the fonner MFI shareholders payable on regulatory approval of two product candidates, 
respectively, or change of control of Tribute. The MFI Note was repaid in June 2016. The $3.35 million (CAD) consent 
payment was made in 2015 and the $2.35 million (CAD) consent payment has not been made. The two $1.25 million 
(CAD) payments became payable upon the closing of the Merger. One such payment was made in full to the former 
shareholders of MFI and the second was paid in part with the remainder offset in settlement of certain indemnity claims 
by the Company against the former shareholders ofMFI, in each case in 2016. 

Certain Other Agreements 

Agreements with Sun Pharma and Frontida for Fibricor® 

In May 2015, Tribute Pharmaceuticals International Inc. ("TPII"), a Barbados corporation and a wholly-owned 
subsidiary of Tribute, acquired the U.S. rights to Fibricor and its related authorized generic (collectively, the "Fibricor 
Products") from a wholly-ovmed step-down subsidiary of Sun Pharmaceutical Industries Ltd. ("Sun Pharma"). Financial 
terms include a total payment of $10.0 million of which approximately $3.0 million was included as a liability assumed 
in the Merger and subsequently paid in May 2016. In connection with its acquisition ofFibricor, TPII also entered into a 
supply agreement with Sun Pharma pursuant to which Sun Phanna agreed to manufacture and supply the Fibricor 
Products to TPII. On June 3, 2016, Sun Pharma assigned the supply agreement to Frontida BioPharm, Inc. On June 30, 
2016, TPII assigned its interest in the Fibricor Products to Aralez Ireland. 

Agreements with Novartis for Fiorinaf 

In 2014, Tribute entered into an asset purchase agreement (the "Asset Purchase Agreement") with Novartis AG 
and Novartis Pharma AG (collectively, "Novartis") pursuant to which Tribute acquired from Novartis the Canadian 
rights to manufacture, market, promote, distribute and sell Fiorinal®, Fiorinal® C, Visken® and Viskazide<ll• for the relief 
of pain from headache and for the treatment of cardiovascular conditions (the "Novartis Products"), as well as certain 
other assets relating to the Novartis Products, including certain intellectual property, marketing autl10rizations and related 
data, medical, commercial and technical information, and the partial assignn1ent of certain manufacturing and supply 
agreements and tenders with third parties (the "Acquired Assets"). Tribute also assumed certain liabilities arising out of 
the Acquired Assets and the Licensed Assets (as defined below) after the acquisition, including product liability claims 
or intellectual property infringement claims by third parties relating to the sale of the Novartis Products by Tribute in 
Canada. In connection with the acquisition of the Acquired Assets, and pursuant to the terms of the Asset Purchase 
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Agreement, Tribute concurrently entered into a license agreement with Novartis AG, Novartis Phanna AG and Novartis 
Pharmaceuticals Canada Inc., under which the Novartis entities agreed to license to Tribute certain assets relating to the 
Novartis Products, including certain intellectual property, marketing authorizations and related data, and medical, 
commercial and technical information (the "Licensed Assets"). 

Agreement with Faes for BlextenTM 

In 2014, Tribute entered into an exclusive license and supply agreement with Faes Farma, S.A. ("Faes"), a 
Spanish phannaceutical company, for the exclusive right to sell bilastine, a product for the treatment of allergic rhinitis 
and chronic idiopathic urticaria (hives) in Canada, which is now named Blexten. The exelusive license is inclusive of 
prescription and non-prescription rights for Blexten, as well as adult and pediatric presentations in Canada. On March 31, 
2016, Tribute assigned its interest in Blexten to Aralez Ireland. Regulatory approval to sell Blexten in Canada was 
received from Health Canada in April 2016 and the Company began commercializing Blexten in Canada in December 
2016. The Company will owe milestone payments of approximately $1.8 million to Faes if certain sales targets or other 
milestone events are achieved. 

Agreement with Nautilus for Cambia® 

In 20 l 0, Tribute signed a license agreement with Nautilus Neurosciences, Inc. ("Nautilus") for the exclusive 
rights to develop, register, promote, manufacture, use, market, distribute and sell Cambia in Canada. In 2011, Tribute 
and Nautilus executed the first amendment to the license agreement and in 2012 executed the second amendment to the 
license agreement. The license agreement was assigned by Nautilus to Depomed, Inc. ("Depomed") in 2013. Up to $5.8 
million in sales-based milestone payments may be payable over time. Royalty rates are tiered and payable at rates 
ranging from 22.5% to 25.0% of net sales. 

Agreement with Allergan for Bezalip ®'SR and Soriatane®' 

In 2008, Tribute signed a Sales, Marketing and Distribution Agreement with Actavis Group PTC ehf, now part 
of Allergan ("Allergan"), to perform certain sales, marketing, distribution, finance and other general management 
services in Canada in connection with the importation, marketing, sales and distribution of Bezalip SR and Soriatane (the 
"'Allergan Products"). In 2010, a first amendment was signed with Allergan to grant Tribute the right and obligation to 
more actively market and promote the Allergan Products in Canada. In 2011, a second amendment was signed with 
Allergan that extended the term of the agreement, modified certain of the other terms of the agreement and increased 
Tribute's responsibilities to include the day-to-day management of regulatory affairs, pharmacovigilance and medical 
information relating to the Allergan Products. Tribute pays Allergan a sales and distribution fee based on a percentage of 
the aggregate net sales of the products. In 2011, Tribute signed a Product Development and Profit Share Agreement with 
Allergan to develop, obtain regulatory approval of and market Bezalip SR in the United States. Aralez will owe a 
milestone payment of $5.0 million to Allergan in the event that the Company pursues and obtains regulatory approval to 
market Bezalip SR in the United States. 

Agreements with GSK, Pernix and CI/ regarding MT 400 (including Treximet®) 

In June 2003, the Company entered into an agreement with Glaxo Group Limited, d/b/a GlaxoSmithKline 
("OSK") for the development and commercialization of proprietary combinations of a triptan (5-HTIB/ID agonist) and a 
long-acting NSAID (the "OSK Agreement"). The combinations covered by the OSK Agreement are among the 
combinations of MT 400 (including Treximet®). Under the terms of the GSK Agreement, GSK had exclusive rights in 
the United States to eomrnercialize all combinations which combine GSK's triptans, including Imitrex® (sumatriptan 
succinate) or Amerge® (naratriptan hydrochloride), with a long-acting NSAID. The Company was responsible for 
development of the first combination product, while GSK provided formulation development and manufacturing. 

In November 2011, the Company entered into a purchase agreement with CPPIB Credit Investments Inc. 
("CII"), pursuant to which the Company sold, and CII purchased, the Company's right to receive future royalty payments 
arising from U.S. sales of MT 400, including Treximet. By virtue of the agreement, the Company will receive a 20% 
interest in royalties, if any, paid on net sales of Treximet and such other products in the United States to CII relating to 
the period commencing in the second quarter of 2018. 
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In May 2014, the Company, GSK, CII and Pemix Therapeutics Holdings, Inc. ("Pernix"), entered into certain 
agreements in connection with GSK 's divestiture of all of its rights, title and interest to develop, commercialize and sell 
Treximet in the United States to Pemix. Upon the closing of the transaction in August 2014, with the Company's 
consent, GSK assigned the GSK Agreement to Pemix. Pemix assumed the obligation to pay two sales performance 
milestones totaling up to $80.0 million if certain sales thresholds are achieved as well as royalties on all net sales of 
marketed products until at least the expiration of the last-to-expire issued applicable patent based upon the scheduled 
expiration of currently issued patents. Pemix may reduce, but not eliminate, the royalty payable to the Company if 
generic competitors attain a pre-determined share of the market for the combination product, or if Pernix owes a royalty 
to one or more third parties for rights it licenses from such third parties to commercialize the product. Immediately 
following the closing of the transaction, the Company entered into an amendment to the GSK Agreement wit11 Pernix. 
This amendment, among other things, amends ilic royalty provisions to provide for a guaranteed quarterly minimum 
royalty of $4 million for the calendar quarters commencing in January 2015 and ending in March 2018 and requires iliat 
Pcmix continue certain of GSK' s ongoing development activities and to undertake certain new activities, for which the 
Company will provide reasonable assistance. This amendment to the GSK Agreement also eliminates restrictions in the 
GSK Agreement on the Company's right to develop and commercialize certain dosage fonns of sumatriptan/naproxen 
combinations outside of the United States and pem1its the Company to seek approval for iliese combinations on the basis 
of the approved new drug application ("NDA") for Treximet. 

Distribution Agreements Regarding Toprol-XL AG 

The Company is party to a Distribution Agreement with Endo Ventures Limited ("Endo") pursuant to which 
Endo distributes the Toprol-XL AG (tl1e "Toprol-XL AG Agreement"). The agreement was originally entered into by 
AstraZeneca with PAR Pharmaceutical, Inc. ("PAR") in August 2006 and was assigned by PAR to Endo in February 
2016 in connection with Endo International pie's acquisition of PAR. AstraZeneca assigned such agreement to Aralez in 
c01mection with the Company's acquisition ofToprol-XL and the AG in October 2016. Pursuant to the Toprol-XL AG 
Agreement, Endo has the exclusive rights in the United States to promote the AG, while Aralez retains ilie right to 
promote the branded Toprol-XL and to promote the AG to certain mail service pharmacy providers. Pursuant to the 
tenns oft11e Toprol-XL AG Agreement, the Company supplies ilie AG product to Endo for a base purchase price, which 
ranges depending on dosage strength. In addition to ilie base purchase price, Endo pays to the Company, on a monilily 
basis, a deferred purchase price equal to a certain percentage of the specified profit (and the Company compensates Endo 
for a specified percentage of certain losses on a periodic basis only to the extent such losses are as a result of the annual 
fee on prescription drug manufacturers imposed by the Patient Protection and Affordable Care Act and attributable to the 
AG) of this business for the applicable period. The agreement expires at the end of 2017 and may be tenninated by 
eiilier party under certain circumstances, including performance measures. 

3. BUSINESS COMBINATIONS AND ACQUISITIONS 

Pro Forma Impact of Business Combinations 

The following supplemental unaudited pro forma information presents Aralez' s financial results as if the 
acquisitions of Tribute, which was completed on February 5, 2016, Zontivity, which was completed on September 6, 
2016, and Toprol-XL and ilie AG, which was completed on October 31, 2016, had each occurred on January 1, 2016: 

Three Months Ended Se!!tember 30, Nine Months Ended Sel!tember 30, 
2017 2016 2017 2016 
Actual Proforma Actual Proforma 

Total revenues, net $ 24,338 $ 40,954 $ 77,925 $ 119,297 
Net loss $ (24,441) $ (30,767) $ (79,438) $ (58,061) 

Diluted net loss per share $ (0.37) $ (0.56) $ (l.20) $ (1.03) 

The above unaudited pro forma information was detennined based on the historical GAAP results of Aralez, 
Tribute, Zontivity and Toprol-XL and the AG. The unaudited proforma consolidated results arc provided for 
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informational purposes only and are not necessarily indicative of what Aralez's consolidated results of operations 
actually would have been had the acquisition been completed on the dates indicated or what the consolidated results of 
operations will be in the future. 

Revenues during the three and nine months ended September 30, 2017 for Toprol-XL and the AG, which was 
acquired in October 2016 and is being sold on our behalf under a transition services agreement that expires in December 
2017, are recognized net of related cost of product revenues and transition service fees paid to AstraZeneca. The impact 
of this revenue recognition method for Toprol-XL and the AG from the date of the acquisition through December 31, 
2017 resulted in lower reported revenues relative to the revenue that would have been reported had the Company 
recognized gross revenues from sales of Toprol-XL and its AG, which is the methodology used in the proforma figures 
in the table above. However, this accounting treatment did not impact the Company's net loss or diluted net loss per 
share for the same periods. Beginning in 2018, the Company will begin recognizing gross revenues from sales ofToprol­
XL and its authorized generic on the sell in method, which are recorded as product revenues, net. 

The pro forma consolidated net loss includes pro forma adjustments relating to the following significant 
recurring and non-recurring items directly attributable to the business combinations, net of the pro fom1a tax impact 
utilizing applicable statutory tax rates, as follows: 

(i) elimination of $0.0 million and $12.0 million of expense for excise tax equalization payments for the 
three and nine months ended September 30, 2016, respectively; 

(ii) elimination of $0.0 million and $4.0 million of severance charges for the three and nine months ended 
September 30, 2016, respectively; 

(iii) elimination of $0.0 million and $1.5 million of the inventory fair value step-up for the three and nine 
months ended September 30, 2016, respectively; 

(iv) elimination of $0.0 million and $0.5 million of stock based compensation expense for the three and nine 
months ended September 30, 2016, respectively; 

(v) elimination of $0. 9 million and $13 .6 million of transaction costs incurred by the combined Company for 
the three and nine months ended September 30, 2016, respectively; 

(vi) elimination of $0.4 million and $1.8 million of amortization for the tlrree and nine months ended 
September 30, 2016, respectively, and the addition of amortization of finite-lived intangible assets 
acquired of $6.5 million and $20.2 million for the three and nine months ended September 30, 2016, 
respectively; and 

(vii) elimination of $0.0 million and $0.3 million of interest expense related to the Tribute acquisition for the 
three and nine months ended September 30, 2016, respectively, and the addition of $6.5 million and $18.8 
million in interest expense related to the financing oftl1e Zontivity and Toprol-XL acquisitions for the 
three and nine months ended September 30, 2016, respectively. 
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4. FAIR VALUE 

The following tables set forth the Company's assets and liabilities that are measured at fair value on a recurring 
basis at: 

Assets: 
Cash and cash equivalents 

Liabilities: 
Contingent consideration 

Assets: 
Cash and cash equivalents 

Liabilities: 
Contingent consideration 
Warrants liability 

Contingent Consideration 

September 30, 2017 
Financial Instruments Carried at Fair Vaine 

Significant 
Quoted prices in other Significant 

active markets for observable unobservable 
identical items inputs inputs 

(Level 1) (Level 2) (Leve13) Total 

$ 40,731 $ $ $ 40,731 

$ $ $ 79,489 $ 79,489 

December 31, 2016 
Financial Instruments Carried at Fair Vaine 

Significant 
Quoted prices in other Significant 

active markets for observable unobservable 
identical items inputs inputs 

(Level 1) (Level 2) (Level 3) Total 

$ 

$ 
$ 

64,943 $ 

$ 
$ 

$ 

$ 
$ 

71,115 
24 

$ 64,943 

$ 71,115 
$ 24 

In connection with the acquisitions of Zontivity and Toprol-XL and the AG, the Company recorded short-term 
and long-term contingent consideration liabilities for future cash payments based on the occurrence of certain milestone 
events and royalty payments. The contingent consideration liability for both Zontivity and Toprol-XL and the AG is 
valued using a model, which incorporates Level 3 assumptions, including the estimated amount and timing of projected 
cash flows, the probability of success (achievement of the contingent event) and the risk-adjusted discount rate used to 
present value the probability-weighted cash flows. During the three and nine months ended September 30, 2017, the 
Company recorded expense related to the contingent consideration for its acquisitions of Zontivity totaling $0.5 million 
and $1.8 million, respectively, and Toprol-XL totaling $4.1 million and $10.9 million for the same periods, respectively. 
There was no corresponding contingent consideration accretion expense recorded during the three and nine months 
ended September 30, 2016. 

Warrants Liability 

In com1ection with the acquisition of Tribute, the Company assumed a liability for warrants that are treated as 
derivatives under accounting guidance for derivatives and hedging as they were issued with exercise prices denominated 
in a currency different than the Company's reporting currency. Approximately 46 thousand of the total 0.9 million 
common shares underlying the warrants outstanding as of March 31, 2017 were classified as liabilities. These warrants, 
whose fair value was de minim is as of March 31, 2017, expired in May 2017. The warrants liability was valued using a 
Black-Scholes valuation model, which incorporates Level 3 assumptions including the volatility of the underlying share 
price and the expected term. A decrease in the fair value of the warrants liability of $24 thousand and $4. 7 million for the 
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nine months ended September 30, 2017 and 2016, respectively, is included within other income, net in the condensed 
consolidated statements of operations. See Note 9, "Earnings Per Share," for additional infonnation. 

Level 3 Disclosures 

The following table provides quantitative information associated with the fair value measurement of the 
Company's Level 3 inputs at September 30, 2017: 

Fair Value 

Contingent consideration $ 79,489 
Valuation technique 

Monte Carlo 
Unobservable Inputs 

Volatility 
Discount rate 

Range of 
Inputs Utilized 

33%-68% 
13% 

The significant unobservable inputs used in the fair value measurement of the Company's contingent 
consideration liability include the estimated amount and timing of projected cash flows, the probability of success 
(achievement of the contingent event) and the risk-adjusted discount rate used to calculate the present value of the 
probability-weighted cash flows. During the third quarter of 2017, the Company updated its assumptions for the 
probability of success for certain milestone events in the Toprol-XL Asset Purchase Agreement. In addition, the 
Company adjusted the timing of projected milestone payments in com1ection with the July 2017 amendment to the 
Toprol-XL Asset Purchase Agreement. See "Item 2. Management Discussion and Analysis of Financial Condition and 
Results of Operations Recent Developments." These changes, including quarterly accretion, resulted in an overall 
increase of approximately $1.1 million in expense for the third quarter of 2017 compared to the second quarter of 2017. 

The table below provides a roll-forward of the contingent consideration liability fair value balances that used 
Level 3 inputs: 

Balance at December 31, 2016 
Cash payments 
Change in fair value during the period 

Balance at September 30, 2017 

$ 

$ 

71,115 
(4,295) 
12,669 
79,489 

The significant unobservable inputs used in the fair value measurement of the Company's warrants liability 
included the volatility of the Company's share price and the expected term. Significant increases or decreases in the 
volatility and expected term utilized would have resulted in a significantly higher or lower fair value measurement, 
respectively. 

The table below provides a roll-forward of the warrants liability fair value balances that used Level 3 inputs: 

Balance at December 31, 2016 
Change in fair value during the period 
Impact of foreign exchange 

Balance at September 30, 2017 

5. INVENTORY 

Inventory consisted of the following at: 

Raw materials 
W ork-in-proeess 
Finished goods 
Total Inventory 

23 

September 30, 2017 

$ 1,928 
228 

2,764 
$ 4,920 

$ 

$ 

24 
(24) 

December 31, 2016 

$ 1,129 
189 

3,230 
$ 4,548 



Inventories are net of reserves for excess and obsolete inventory of approximately $1.1 million and $0.1 million 
as of September 30, 2017 and December 31, 2016, respectively. 

6. GOODWILL AND OTHER INTANGIBLE ASSETS, NET 

Goodwill 

The table below provides a roll-forward of the Company's goodwill balances: 

Goodwill balance at December 31, 2016 
Impact of foreign exchange 
Goodwill balance at September 30, 20 I 7 

Other Intangible Assets, Net 

Other intangible assets, net consisted of the following at: 

Toprol-XL 
Zontivity 
Tribute Merger and other 
Acquired technology rights 

$ 

$ 

Se(!tember 30, 2017 

Gross Carrying Accumulated 
Amount Amortization 

$ 224,600 $ (20,588) 
40,800 (4,144) 
92,790 f 14,1342 

$ 358,190 $ p8,866~ 

76,694 
5,490 

82,184 

Net Ca1·rying 
Amount 

$ 204,012 
36,656 
78,656 

$ 319,324 

Weighted 
Average 

Life 

(in years) 

IO 
11 
11 

The gross carrying amount of acquired technology rights increased by $5.5 million from December 31, 2016 
due to the impact of foreign currency translation adjustments between the Canadian and U.S. dollars. Amortization 
expense was $8.7 million and $25.7 million for the three and nine months ended September 30, 2017, respectively. 
Amortization expense was $2.4 million and $5.8 million for the three and nine months ended September 30, 2016, 
respectively. 

The estimated aggregate amortization of intangible assets as of September 30, 2017, for each of the five 
succeeding years and thereafter is as follows: 

Remainder of 2017 
2018 
2019 
2020 
2021 
Thereafter 

For the Years Ending December 31, 

Total amortization expense 

24 

$ 

$ 

Estimated 
Amortization 

ExJ1ense 

8,643 
34,573 
34,573 
34,573 
34,573 

172,389 
319,324 



7. ACCRUED EXPENSES 

Accrued expenses consisted of the following at: 

Accrued professional fees 
Accrued marketing fees 
Accrued revenue reserves 
Accrued royalties 
Accrued employee-related expenses 
Accrued interest 
Other accrued liabilities 

Total accrued expenses 

Exit and Disposal Activities 

September 30, 2017 December 31, 2016 

$ 4,882 $ 6,258 
1,019 4,852 
5,489 3,783 
2,823 2,996 
4,079 9,153 
6,774 4,715 

980 384 
$ 26,046 $ 32,141 ------

In connection with the Merger, the Company incurred certain exit costs, primarily severance benefits to former 
Pozen and Tribute employees. The following table summarizes the exit activity and other severance charges within 
accrued expenses and other long-tenn liabilities in the condensed consolidated balance sheets: 

Accrued severance balance at December 3 I, 2016 
Severance expense 
Cash payments 
Impact of foreign exchange 

Accrued severance balance at September 30, 2017 

$ 

$ 

2,300 
1,043 

(2,938) 
35 

440 

The Company expects to pay the remaining accrued severance balance of $0.4 million during the remainder of 
2017. 

8. DEBT 

Convertible Notes 

On February 5, 2016, Aralez issued $75.0 million aggregate principal of 2.5% senior secured convertible notes 
due February 2022 ("2022 Notes") resulting in net proceeds to Aralez, after debt issuance costs, of$74.5 million in 
connection with the Second Amended and Restated Debt Facility Agreement (the ''Facility Agreement"), dated 
December 7, 2015, among Aralez Pharmaceuticals Inc., Pozen, Tribute and certain lenders party thereto. The 2022 Notes 
are convertible into common shares of Aralez at an initial conversion premium of 32.5%, subject to adjustment upon 
certain events, which is equivalent to an initial conversion price of approximately $8.28 per common share. Holders of 
the 2022 Notes may convert the 2022 Notes at any time and the 2022 Notes are not pre-payable by Aralez. Interest is 
payable to the note holders quarterly in arrears on the first business day of each January, April, July and October. Interest 
expense, which includes the amortization of debt issuance costs, was $0.5 million and $1.5 million for the three and nine 
months ended September 30, 2017, respectively. Interest expense for the three and nine months ended September 30, 
2016 was $0.5 million and $1.3 million, respectively. The Company estimated the fair value of the $75.0 million 
aggregate principal amount of the outstanding 2022 Notes to be approximately $55.4 million as of September 30, 2017, 
using a bond plus call option model that utilizes Level 3 fair value inputs. The carrying amount of the 2022 Notes was 
$74.6 million as of September 30, 2017, which is the principal amount outstanding, net of $0.4 million of unamortized 
debt issuance costs to be amortized over the remaining term of the 2022 Notes. 

Credit Facility 

Under the terms of the Facility Agreement, Aralez also had the ability to borrow from the lenders up to 
$200.0 million under a credit facility until April 30, 2017. On October 31, 2016, Aralez drew down $25.0 million under 
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the credit facility to replenish the Company's cash balance for the initial upfront payment of the $25 .0 million in cash 
previously paid at the closing of the Zontivity acquisition in September 2016 and drew down an additional 
$175.0 million to finance the upfront cash payment for the acquisition ofToprol-XL and the AG. Amounts drawn under 
the credit facility must be repaid on the sixth anniversary from each draw, bear an interest rate of 12.5% per annum and 
are prepayable in whole or in part at any time following the end of the sixth month after the funding date of each draw. 
The Facility Agreement contains various representations and warranties, and affinnative and negative covenants, 
customary for financings of this type, including, among other things, limitations on asset sales, mergers and acquisitions, 
indebtedness, liens and dividends. 

Interest is payable to the noteholders under the credit facility quarterly in arrears on the first business day of 
each January, April, July and October. Interest expense for the three and nine months ended September 30, 2017 was 
$6.3 million and $18.7 million, respectively, which includes the amortization of debt issuance costs. The Company 
estimated the fair value of the $200.0 million aggregate principal amount of the outstanding borrowings under the credit 
facility under the Facility Agreement to be approximately $207.0 million as of September 30, 2017, using a bond model 
that utilizes Level 3 fair value inputs. The carrying amount of the borrowings under the credit facility was $199. 9 million 
as of September 30, 2017, which is the principal amount outstanding, net of $0 .1 million of unamortized debt issuance 
costs to be amortized over the remaining term of the credit facility. 

In addition, pursuant to a consent to the Facility Agreement entered into in com1ection with the acquisition of 
Toprol-XL and the AG, the lenders under the Facility Agreement agreed that they and/or affiliated funds will have 
available sufficient capital to make additional loans to Aralez in an aggregate amount of up to $250.0 million for the 
payment of the purchase price of any acquisitions permitted by the terms of the Facility Agreement (as modified by such 
consent) with respect to target businesses mutually approved by, and as otherwise mutually agreed upon, by Aralez and 
the lenders, subject to the satisfaction of certain conditions set forth in the Facility Agreement. At the time of such 
consent, the Facility Agreement was amended to include additional financial performance thresholds, including a 
minimum adjusted EBITDA threshold and a minimum specified revenue threshold relating to net sales of Toprol-XL and 
the AG received by the Company. As of September 30, 2017, the Company was in compliance with all applicable 
financial performance thresholds. 

9. EARNINGS PER SHARE 

Basic and Diluted Net Loss Per Common Share 

Basic net loss per common share has been computed by dividing net loss by the weighted average number of 
shares outstanding during the period. Except where the result would be antidilutive to income from continuing 
operations, diluted net loss per common share is computed assuming the conversion of convertible obligations and the 
elimination of the interest expense related to the 2022 Notes, the exercise of options to purchase common shares, the 
exercise of warrants, and the vesting of restricted stock units ("RSUs"), as well as their related income tax effects. 
Diluted net loss per common share differs from basic net loss per common share for the nine months ended September 
30, 2017 and 2016, respectively, given potential common shares underlying the warrants liability were dilutive (prior to 
expiration in May 2017) when considering the unrealized gain recognized for the change in the fair value of the warrants 
during the period. 
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Three Months Ended Se[!tember 30, Nine Months Ended Se[!tember 30, 
2017 2016 2017 2016 

Net loss, basic $ (24,441) $ (20,599) $ (79,438) $ (71,862) 
Effect of dilutive securities: 

Change in fair value of warrants liability (24} {4,7212 
Net loss, diluted $ (24,441) $ (79,462) $ (76,583) 

Shares used in calculating basic net loss per common 
share 66,837 65,229 66,217 60,599 
Effect of dilutive securities: 

Effect of dilutive stock options, RSU s 
Warrants to purchase common shares - liability-
classified 77 

Shares used in calculating diluted net loss per 
common share 66,837 65,229 66,217 60,676 

Net loss per common share, basic $ (0.37) $ (0.32) $ (l.20) $ (l.19) 
Net loss per common share, diluted $ (0.37) $ (0.32) $ (1.20) $ (l.26) 

Potential common shares excluded from the calculation of diluted net loss per common share as their inclusion 
would have been antidilutive were: 

Three Months Ended Se[!tember 30, Nine Months Ended Se(!tember 30, 
2017 2016 2017 2016 

Options to purchase common shares, RSUs and 
PS Us 8,303 7,416 8,303 7,416 
Warrants to purchase common shares - equity-
classified 884 930 884 883 
2022 Notes convertible into common shares 9,057 9,057 9,057 9,057 

The Company assumed outstanding warrants in connection with the acquisition of Tribute. The warrants are 
classified either as a liability, if the exercise price is denominated in Canadian dollars, or as equity if the exercise price is 
denominated in U.S. dollars. The following is a summary of warrants outstanding and exercisable as of September 30, 
2017, and grouped in accordance with their respective expiration dates, with Canadian dollar exercise prices translated to 
U.S. dollars at the foreign exchange rate in effect at September 30, 2017: 

No. of Warrants Weighted-Average 

Quarterly period of expiration Outstanding Exercise Price 

QI 2018 599 $ 4.12 
Q3 2018 16 $ 3.78 
Q4 2019 108 $ 4.81 
Q3 2020 110 $ 4.09 
Ql 2021 51 

884 $ 4.13 

10. SHARE-BASED COMPENSATION 

Summary of Share-Based Compensation Plans 

In December 2015, the Company's Board of Directors adopted the Aralez Pharmaceuticals 2016 Long-Term 
Incentive Plan, which became effective on February 5, 2016, upon consummation of the Merger. On May 3, 2017, the 
Company's shareholders approved the Amended and Restated 2016 Long-Term Incentive Plan (the ''Plan"), which 
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increased the number of common shares covered by and reserved for issuance under this Plan by 4,300,000 common 
shares. The Plan is the only existing plan in which the Company is authorized to grant equity-based awards. The Plan 
provides for grants of stock options, stock appreciation rights, stock awards, stock units, performance shares, 
performance units, and other stock-based awards to employees, directors, and consultants. At September 30, 2017, there 
were approximately 2,994,000 common shares remaining available for grant under the Plan. 

Summmy of Share-Based Compensation Expense 

Share-based compensation expense recorded in the condensed consolidated statements of operations for the 
three and nine months ended September 30, 2017 and 2016, was as follows: 

Selling, general and administrative 
Research and development 
Total non-cash share-based compensation expense 

Th1·ee Months Ended September 30, Nine Months Ended September 30, 
2017 2016 2017 2016 

$ 2,961 $ 2,659 $ 8,730 $ 8,875 
8 327 

$ $ 8,738 $ 9,202 ==-===-2,961 

Included in the table above is approximately $0.5 million of share-based compensation expense related to the 
accelerated vesting of certain Tribute equity awards upon consummation of the Merger, which was recorded as selling, 
general and administrative expense in the first quarter of 2016. There was no such charge for the three or nine months 
ended September 30, 2017. 

Options to Purchase Common Shares 

A summary of option activity for the nine months ended September 30, 2017 is as follows: 

Weighted- Weighted-
Average Average 

Underlying Exercise Remaining Intrinsic 

Stock O~tion A wards Shares Price Contractual Term Value 

Outstanding at December 31, 2016 3,065 $ 5.85 4.8 years 
Granted 1,534 $ 1.75 
Exercised (41) $ 2.63 
Forfeited or expired (1,289) $ 7.50 
Outstanding at September 30, 2017 3,269 $ 3.32 7.8years $ 856 

Exercisable at September 30, 2017 1,327 $ 4.59 3.9 years $ 12 

The weighted average grant date fair value for option awards granted during the nine months ended September 
30, 2017 was $1.00 per option. 

As of September 30, 2017, there was approximately $4.8 million of unrecognized compensation costs related to 
option awards, which are expected to be recognized over a remaining weighted average period of 1.9 years. 
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RSUs and PSUs 

A summary ofRSU, including perfonnance share unit ("PSU"), activity for the nine months ended September 
30, 2017, is as follows: 

Restricted Stock Units, including PSUs 
Nonvested restricted stock units at December 31, 2016 
Granted 
Vested 
Forfeited or expired 
Nonvested restricted stock units at September 30, 2017 

Underlying 
Underlying 

Shares 

4,324 
1,967 

(1,197) 
(602 

5,034 

Weighted-
Average 

Grant Date 

Fair Value 

$ 6.62 
$ 2.04 
$ 6.96 
$ 4.70 
$ 4.78 

During the nine months ended September 30, 2017, approximately 1,072,000 PSUs with both market-based and 
service conditions were granted with an aggregate grant-date fair value of $2.5 million. The PSUs vest at the end of a 
three-year performance period based on the achievement of pre-detem1ined market-based perfonnance goals. 

As of September 30, 2017, there was approximately $18.6 million of unrecognized compensation costs related 
to RSUs, which are expected to be recognized over a remaining weighted average period of 1.8 years. 

11. COMMITMENTS AND CONTINGENCIES 

Operating Leases 

The Company leases office space and certain equipment under cancellable and non-cancelable operating lease 
agreements. 

Supp(v Agreements 

The Company has various supply, license, distribution and manufacturing agreements with third parties that 
include purchase minimums or minimum royalties. 

See the "Contractual Obligations" section on page 45 of this Quarterly Report on Form 10-Q for a summary of 
the Company's operating lease obligations and conunitments under supply and certain other agreements. 

Legal Proceedings 

The Company is currently party to legal proceedings arising in the nomml course of business, principally patent 
litigation matters. The Company has assessed such legal proceedings and does not believe that it is probable that a 
liability has been incurred or that the amount of any potential liability or range of losses can be reasonably estimated. As 
a result, the Company has not recorded any loss contingencies for any of these matters as of September 30, 2017. While 
it is not possible to determine the outcome of these matters, in the event of an adverse outcome or outcomes, the 
Company's business could be materially harmed. The Company intends to vigorously defend its intellectual property 
rights. 

Vimovo<ll· ANDA Litigation 

Between March 14, 2011 and May 16, 2013, Pozen, now a subsidiary of the Company, received Paragraph IV 
Notice Letters from Dr. Reddy's Laboratories ("DRL"), Lupin Ltd. ("Lupin"), Watson Laboratories, Inc. - Florida 
("Watson," now part of Actavis), and Mylan Pharmaceuticals Inc. ("Mylan"), stating that each had filed an Abbreviated 
New Drug Application ("ANDA") with the FDA seeking regulatory approval to market a generic version of our Vimovo 
product before the expiration of US. Patent No. 6,926,907 (the "'907 patent"). On November 20, 2012, Pozen received a 
second Notice Letter from DRL stating that DRL had filed a second ANDA with the FDA seeking regulatory approval to 
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market a different generic formulation of the Vimovo product before the expiration of the '907 patent. The '907 patent is 
assigned to Pozen and listed for the Vimovo product in the FDA's publication titled "Approved Drug Products with 
Therapeutic Equivalence Evaluations" (also known as the "Orange Book"). 

On April 21, 2011, Pozen filed suit against the first ANDA filer, DRL, in the United States District Court for 
the District of New Jersey (the "District Court''), asserting infringement of the '907 patent. Pozen subsequently filed suit 
against the other tlrree ANDA filers witl1in 45 days of receipt of their respective Paragraph IV Notice Letters. Horizon, 
the Company's current marketing partner for the VIMOVO product in the US., is Pozen's co-plaintiff in each suit. 

On October 15, 2013, the United States Patent & Trademark Office ("USPTO") issued to Pozen US. Patent 
No. 8,557,285 (the "'285 patent"). The '285 patent is listed in the Orange Book for the VIMOVO product and is related 
to the '907 patent. On October 23, 2013, Pozen filed suits against DRL, Lupin, Watson and Mylan in the District Court 
asserting infringement of the '285 patent. These suits have each been consolidated with the above referenced suits 
involving the '907 patent. Between January 12 and 20, 2017, the District court conducted a 6-day bench trial involving 
Defendants DRL and Mylan relating solely to the validity and infringement of the '907 and '285 patents. On July 21, 
2017, the District Court issued a Final Judgment that the '907 and '285 patents are not invalid and that the DRL and 
My Ian ANDA products infringe the asserted claims of tlle '285 patent and that the My Ian ANDA product infringes the 
asserted claims of the '907 patent. The Final Judgment further orders that the effective date of any final approval by tlle 
FDA of the DRL and Mylan ANDA' snot be earlier than the expiration of the patents at issue. Based upon a pre-trial 
agreement between the parties, Lupin is also bound by the District Court's Final Judgment. The parties filed notices of 
appeal on August 25, 2017. Those appeals are currently pending. Subject to the immediately following sentence or a 
successful appeal of the decision by the generic competitors party to the suit, this decision is expected to delay generic 
entry until the expiration of the applicable patents. There is ongoing litigation with respect to other patents covering 
Vimovo, which if we are successful, would further prevent generic entry by these potential generic competitors until 
March 2031, subject to the outcome of the pending appeal of the order of dismissal of claims against Actavis in the 
Vimovo cases (described below). 

Between October 7, 2014 and July 19, 2016, the USPTO issued to Pozen US. Patent Nos. 8,852,636 (the "'636 
patent"), 8,858,996 (the '"996 patent"), 8,865, 190 (the "190 patent"), 8,945,621 (the '"621 patent"), 9, 161,920 (the 
"'920 patent"), 9,198,888 (the "'888 patent"), 9,220,698 (the '"698 patent"), 9,345,695 (the "'695 patent") and 9,393,208 
(the '"208 patent"). The '636, '996, '190, '621, '920, '888, '698, '695 and '208 patents are each listed in the Orange 
Book for the VIMOVO product. 

On May 13, 2015, Pozen and Horizon filed suit against DRL, Lupin, Actavis (fom1erly known as Watson) and 
Mylan in the District Court asserting infringement of the '636 and '996 patents. On June 18, 2015, Pozen filed Amended 
Complaints in each of the suits to assert infringement of tlle '190 patent. 

On January 25, 2016, Pozen and Horizon filed suit against Actavis in the District Court asserting infringement 
of the '920 and '888 patents. On February 10, 2016, Pozen filed Amended Complaints against DRL, Lupin and Mylan to 
assert infringement of the '920 and '888 patents. On August 11, 2016, Pozen and Horizon filed suit against DRL, Lupin, 
Actavis and Mylan in the District Court asserting infringement of the '621, '698, '695 and '208 patents. The cases 
involving the '636, '996, '190, '621, '920, '888, '698, '695 and '208 patents have been consolidated for pretrial and 
discovery. On December 20, 2016, Mylan moved to dismiss claims related to tlle '621 patent against its ANDA On 
April 24, 2017, DRL moved to dismiss claims related to the '621 patent against its second filed ANDA On August 18, 
2017, the District Court granted Mylan's and DRL's motions to dismiss. On August 24, 2017, the District Court stayed 
the claims involving the '636, '996, '190, '920, '888, and '695 patents pending the outcome of the appeal on the '907 
and '285 patents. The cases are proceeding with respect to the remaining patents. The District Court has yet to set a trial 
date. 

On December 19, 2016, defendant Acta vis filed a motion to compel enforcement of an alleged settlement 
agreement related to those Vimovo cases in which it was involved. On December 22, 2016, oral argument was held by 
the Magistrate Judge on Defendant Actavis' motion. On December 22, 2016, the Magistrate Judge entered a report and 
recommendation that Actavis' motion to compel the enforcement of settlement be granted. On December 30, 2016, the 
District Court Judge ordered the adoption of the report and recon1ftlendation. On January 10, 2017, an Order of 
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Dismissal was entered for all claims against Actavis in the Vimovo cases. The Company filed a Notice of Appeal with 
the Court of Appeals for the Federal Circuit on February 8, 2017. That appeal is currently pending. 

As with any litigation proceeding, we cannot predict with certainty the outcome of the patent infringement suits 
against DRL, Lupin, Mylan and Actavis relating to generic versions of Vimovo. Furthem1ore, while Horizon is 
responsible for this litigation, including the costs of same, we nevertheless will have to incur additional expenses in 
connection with the lawsuits relating to Vimovo, which may be substantial. Moreover, responding to and defending 
pending litigation results in a significant diversion of management's attention and resources and an increase in 
professional fees. 

On August 24, 2017, Mylan filed a Petition ("IPR Petition") seeking Patent Trial and Appeal Board ("PTAB") 
review of the '698 patent. Pozen and Horizon intend to file a preliminary response to the IPR Petition by December 13, 
2017. The PT AB has not made a decision as to whet11er to institute review of the '698 patent. 

Yosprala® ANDA Litigation 

On November 4, 2016, the FDA website indicated that an ANDA for a generic version of Yosprala 8lmg/40mg 
was submitted to the FDA on October 14, 2016. The Company ultimately received the related Paragraph IV Notice 
Letter on December 12, 2016, as described below. 

On December 12, 2016, the Company received a Paragraph IV Notice Letter from Teva Phammceuticals USA, 
Inc. ('Teva") stating that it had filed an ANDA with the FDA seeking regulatory approval to market generic versions of 
Yosprala 325mg/40 mg and 81mg/40mg prior to the expiration of the '907 patent, U.S. Patent No. 8,206,741 (the "'741 
patent"), and U.S. Patent No. 9,364,439 (the "'439 patent"). The '907, '741, and '439 patents are assigned to Pozen and 
listed in the Orange Book for the Y osprala product. 

On January IO, 2017, the USPTO issued to Pozen U.S. Patent No. 9,539,214 (the "'214 patent"). The '214 
patent is listed in the Orange Book for the Yosprala product. On March 13, 2017, the Company received a Paragraph IV 
Notice Letter regarding fue '214 patent. 

On January 23, 2017, Aralez Parent and its subsidiaries Aralez Pharmaceuticals Trading DAC, Aralez 
Pharmaceuticals US Inc., and Pozen Inc. filed a lawsuit in the United States District Court for the Eastern District of 
Texas against Teva and Teva Pharmaceutical Industries Ltd. for infringement offue '907, '741, '439, and '214 patents. 
The lawsuit was filed within 45 days ofreceipt ofTeva's Paragraph IV Notice Letter. In accordance with the Hatch­
Waxnmn Act, as a result of having filed a timely lawsuit against Teva, a stay of approval will be imposed by the FDA on 
Teva's ANDA for 30 months after the date of the Company's receipt ofTeva's Paragraph IV Notice Letter on December 
12, 2016 or until a final court decision is entered in the infringement suit in favor of Teva, whichever is earlier. 

On April 13, 2017, the parties entered a joint stipulation to dismiss the complaint against Teva Pharmaceutical 
Industries Ltd. based on Teva Pharmaceutical Industries Ltd.' s agreement to be bound by any judgment, order, or 
decision in the lawsuit. The lawsuit will continue against Teva. 

On October 4, 2017, Teva filed a Patent Certification Amendment with the FDA converting its Paragraph IV 
Certifications to Paragraph III Certifications for each of the patents-in-suit (the '907, '741, '439, and '214 patents). As a 
result of the Patent Certification Amendment, Teva no longer seeks FDA approval to market its generic versions of 
Yosprala in the United States until after the expiration of all fue patents-in-suit. The last patent-in-suit to expire, the '214 
patent, expires in March 2033. 

On October 27, 2017, in light ofTeva's Patent Certification Amendment described above, the parties filed a 
joint stipulation to dismiss the Yosprala litigation. The case was closed by the Court on October 30, 2017. 
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12. SEGMENT INFORMATION 

Aralez has one operating segment, the acquisition, development and commercialization of products primarily in 
cardiovascular and other specialty areas for the purpose of delivering meaningful products to improve patients' lives 
while focusing on creating shareholder value. The Company's entire business is managed by a single management team, 
which reports to the Chief Executive Officer. 
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SECOND AMENDED AND REST A TED FACILITY AGREEMENT 

This SECOND AMENDED AND RESTATED FACILITY AGREEMENT (this 
"Agreement"), dated as of December 7, 2015, by and among Aralez Pharmaceuticals Inc., a 
corporation formed under the laws of the Province of British Columbia, Canada ("Parent"), 
POZEN Inc., a corporation formed under the laws of the State of Delaware ("Pozen"), Tribute 
Pharmaceuticals Canada Inc., a corporation formed under the laws of the Province of Ontario, 
Canada ('Tribute" and collectively with Parent and Pozen, each a "Credit Party" and 
collectively, the "Credit Parties"), and the lenders set forth on the signature page of this 
Agreement (together with their successors and assigns, the "Lenders" and, together with the 
Credit Parties, the "Parties"). 

W I TN E S S ETH: 

WHEREAS, Pozen, Tribute, the Lenders and certain other parties previously executed 
and delivered that certain Facility Agreement, dated as of June 8, 2015, as amended and restated 
on October 29, 2015 (the "Original Facility Agreement"); 

WHEREAS, in connection with the Transactions (as defined below), the Arrangement 
Agreement (as defined below) has been amended and restated; 

WHEREAS, the parties hereto desire to amend and restate the Original Facility 
Agreement to reflect the foregoing; 

WHEREAS, the Borrower wishes to borrow from the Lenders up to Two Hundred 
Seventy Five Million Dollars ($275,000,000) for the purpose described in Section 2.1; 

WHEREAS, pursuant to the Arrangement Agreement, Pozen, Tribute, Luxembourg 
FinCo (defined below) and certain other entities shall become wholly owned subsidiaries of 
Parent and this Agreement and the Obligations hereunder shall be assigned to and assumed by 
Parent; 

WHEREAS, Parent, Pozen, Tribute, Luxembourg FinCo and each other Subsidiary of 
Parent shall guaranty the Obligations (defined below); and 

WHEREAS, the Lenders desire to make loans to the Borrower for the purposes set forth 
in Section 2.1. 

NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth 
herein, the Parties hereto agree as follows: 

ARTICLE 1 

DEFINITIONS 

Section 1.1 General Definitions. Wherever used in this Agreement, the Exhibits or 
the Schedules attached hereto, unless the context otherwise requires, the following terms have 
the following meanings: 
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"Acquisition Loans" shall have the meaning provided therefor in Section 2.3. 

"Acquisition Notes" means the Secured Notes issued to the Lenders evidencing the 
Acquisition Loans in the form attached hereto as Exhibit A-3. 

"Adjusted EBITDA" means, with respect to Parent for any Test Period, Parent's 
EBITDA plus (i) to the extent deducted in determining Consolidated Net Income for such Test 
Period, (A) fees and expenses directly incurred or paid in connection with (x) the transactions 
contemplated by this Agreement, (y) any Permitted Acquisition and (z) to the extent permitted 
hereunder, issuances or incurrence of Indebtedness, issuances of equity interests or refinancing 
transactions and modifications of instruments of Indebtedness, (B) any non-recurring charges, 
costs, fees and expenses directly incurred or paid directly as a result of discontinued operations 
(other than such charges, costs, fees and expenses to the extent constituting losses arising from 
such discontinued operations), (C) restructuring charges or reserves, including write-downs and 
write-offs, including any one-time costs incurred in connection with Permitted Acquisitions and 
costs related to the closure, consolidation and integration of facilities, information technology 
infrastructure and legal entities, and severance and retention bonuses as reasonably approved by 
the Required Lenders, (D) the amount of cost savings and synergies projected by Parent in good 
faith to be realized as a result of a Permitted Acquisition, in each case within the four 
consecutive fiscal quarters following the consummation of a Permitted Acquisition (or following 
the consummation of the squeeze-out merger in the case of a Permitted Acquisition structured as 
a two-step transaction), as the case may be, calculated as though such cost savings and synergies 
had been realized on the first day of the Test Period and net of the amount of actual benefits 
received during such period from the Permitted Acquisition; provided that (1) no cost savings or 
synergies shall be added pursuant to this clause (D) to the extent duplicative of any expenses or 
charges otherwise added to Adjusted EBITDA, whether through a pro forma adjustment or 
otherwise, for such period, (2) subject to the last paragraph of Section 5.1, a duly completed 
certificate signed by an authorized officer of Parent shall be delivered to the Lenders, specifying 
such cost savings and synergies in reasonable detail and certifying that such cost savings and 
synergies are reasonably expected and factually supportable in the good faith judgment of Parent, 
and (3) the cost savings or synergies pursuant to this clause (D) shall not exceed the amount of 
such expected costs savings or synergies publicly disclosed by Parent or the public successor (if 
applicable) in any filings with the SEC with respect to such Permitted Acquisition, minus (ii) to 
the extent included in Consolidated Net Income for such Person for such Test Period, any non­
recurring income or gains directly as a result of discontinued operations. 

"Affiliate" shall have the meaning provided therefor in the Notes. 

"Agreement Date" means the date of this Agreement. 

"Applicable Laws" means all statutes, rules and regulations of Governmental Authorities 
in the United States, Canada or elsewhere applicable to the Credit Parties. 

"Arrangement Agreement" means that certain Agreement and Plan of Merger and 
Arrangement dated as of June 8, 2015, as amended on August 19, 2015, and on December 7, 
2015 among Parent, Pozen, Tribute, ARLZ US Acquisition 11 Corp. and ARLZ CA Acqmsition 
Corp. 
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"Authorizations" has the meaning set forth in Section 3.l(r). 

"Borrower" shall mean Tribute until the filing of the Articles of Arrangement pursuant to 
the Arrangement Agreement and thereafter shall mean Parent. 

"Business Day" means a day on which banks are required to be open for business in the 
cities ofNewYork, NY, Toronto, Ontario and Vancouver, B.C. 

"Canadian Security Documents" means the Security Agreement to be entered into 
between Tribute, all other Canadian Subsidiaries and the Lenders, substantially in the form of 
Exhibit B attached hereto, with such changes reasonably acceptable to Lenders, and all 
instruments, documents and agreements executed and delivered in connection therewith required 
to perfect Liens on the assets of Tribute. 

"Code" means the Internal Revenue Code of 1986, as amended, and any Treasury 
Regulations promulgated thereunder. 

"Collateral" shall have the meaning provided therefor in the Security Documents. 

"Commission" means the United States Securities and Exchange Commission. 

"Common Shares" shall mean the common shares of Tribute and Parent, as applicable. 

"Common Share Equivalents" means any securities of Parent which would entitle the 
holder thereof to acquire at any time Common Shares, including, without limitation, any debt, 
preferred stock, rights, options, warrants or other instrument that is at any time convertible into 
or exchangeable for, or otherwise entitles the holder thereof to receive, Common Shares or other 
securities that entitle the holder to receive, directly or indirectly, Common Shares. 

"Consolidated Net Income" means, with respect to Parent for any Test Period, net income 
(or loss) for Parent and its Subsidiaries for such Test Period, determined on a consolidated basis 
in accordance with GAAP (after deduction for minority interests); provided that, in making such 
determination, there shall be excluded (i) the net income of any other Person that is not a 
Subsidiary of Parent (or is accounted for by Parent by the equity method of accounting) except to 
the extent of actual payment of cash dividends or distributions by such Person to Parent or one of 
its Subsidiaries during such Test Period, (ii) the net income (or loss) of any other Person 
acquired by, or merged with, such Person or any of its Subsidiaries for any period prior to the 
date of such acquisition or merger, and (iii) the net income of any Subsidiary of Parent to the 
extent that the declaration or payment of dividends or similar distributions by such Subsidiary of 
such net income is not at the time permitted by operation of the terms of its charter, certificate of 
incorporation or formation or other constituent document or any agreement or instrument or 
Applicable Laws. 

"Conversion Failure" shall have the meaning provided therefor in the Convertible Notes. 

"Convertible Notes" means the Senior Secured Convertible Notes issued to the Lenders 
evidencing the Initial Loans in substantially the forms attached hereto as Exhibit A-1 (evidencing 
the Tribute Convertible Notes until the filing of the Articles of Arrangement) and Exhibit A-2 
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(evidencing the Parent Convertible Notes from and after the filing of the Articles of 
Arrangement). 

"Conversion Shares" shall mean the shares issuable upon conversion of the Convertible 
Notes. 

"Default" means any event which, at the giving of notice, lapse of time or fulfillment of 
any other applicable condition (or any combination of the foregoing), would constitute an Event 
of Default. 

"Disbursement Condition" means Tribute (and Parent immediately following the filing of 
the Articles of Arrangement under the Arrangement Agreement) shall have authorized and 
reserved for issuance a number of Common Shares sufficient to cover all shares issuable on 
conversion of the Convertible Notes (computed without regard to any limitations on the number 
of shares that may be issued on exercise). 

"Dollars" and the ".r sign mean the lawful currency of the United States of America. 

"EBITDA" means, with respect to Parent for any Test Period, Consolidated Net Income 
for such Person for such Test Period plus (i) to the extent deducted in determining Consolidated 
Net Income for such Person for such Test Period, (A) interest expense, (B) provision for taxes 
paid or accrued, (C) depreciation and amortization, (D) non-cash expenses related to stock based 
compensation, (E) extraordinary non-cash expenses or losses incurred other than in the ordinary 
course of business, (F) any unrealized losses in respect of any interest rate hedge agreements, 
and (G) adjustments relating to purchase price allocation accounting, minus (ii) to the extent 
included in Consolidated Net Income for such Person for such Test Period, (A) interest income 
(to the extent not netted against interest expense in the calculation of interest expense), (B) 
income tax credits and refunds (to the extent not netted from tax expenses), (C) extraordinary 
non-cash income or gains realized other than in the ordinary course of business, and (D) any 
unrealized income or gains in respect of any interest rate hedge agreements (to the extent not 
included in clause (i)(F)) above or netted against interest expense in the calculation of interest 
expense). 

"Employment Agreement" means each of the Employment Agreements dated as of May 
31, 2015 between Pozen and each of Adrian Adams and Andrew Koven. 

"Equity Agreement" means the Share Subscription Agreement dated as of June 8, 2015 
as amended and restated on December 7, 2015, among Lenders, Parent and the other Persons 
party thereto. 

"Equity Investment" means the investment by Lenders or their Affiliates and other 
Persons in the Common Shares pursuant to the Equity Agreement. 

"Event of Default" has the meaning given to it in Section 5.4. 

"Exchange Act" means the Securities Exchange Act of 1934, as amended, including the 
rules and regulations promulgated thereunder. 
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"Excluded Taxes" means with respect to any Lender, (a) income Taxes imposed on (or 
measured by) such Lender's net income, franchise Taxes and branch profit Taxes, in each case 
imposed by the United States of America, or by the jurisdiction (or any political subdivision 
thereof) under the laws of which such Lender is organized or incorporated or in which the 
applicable lending office of such Lender is located, (b) Other Connection Taxes, ( c) Other Taxes 
that arise with respect to the onward transfer of the Conversion Shares by a Lender, but for 
greater certainty not including any Taxes or Other Taxes (other than Taxes described in 
paragraphs (a), (b) or ( d) of this definition of "Excluded Taxes") arising as a result of the 
issuance of Conversion Shares to a Lender pursuant to the Conversion Notes, or (d) any U.S. 
federal withholding Taxes imposed under FATCA due to such Lender's non-compliance with 
Section 2. 6( e ). 

"Excluded Transaction" means any of the following transactions: 

The entering into any collaborative arrangement, licensing, JOmt venture, 
partnership, royalty agreement or similar agreements or other research, development, 
manufacturing or other commercial exploitation arrangements relating to Parent or any 
Subsidiary's Intellectual Property or other assets (provided, that Parent has a reasonable basis for 
believing that the downstream economics potentially to be received by Parent and its 
Subsidiaries in connection with such collaborative arrangement, licensing, joint venture, 
partnership, royalty agreement or similar agreements or other research, development, 
manufacturing or other commercial exploitation arrangements relating to the IP, when combined 
with the potential downstream economics of rights in the IP retained by Parent and its 
Subsidiaries are adequate to enable Borrower to timely satisfy all obligations of the Borrower 
and its Subsidiaries under this Agreement), including, without limitation, but subject to the 
conditions set forth above, (1) any grant to any entity engaged in, or owned by an entity engaged 
in, the pharmaceutical or biotechnology industry of a license or option to obtain a license to any 
of Parent's or any Subsidiary's Intellectual Property or other assets, provided that Parent or a 
Subsidiary (and not any third party or any of Parent's equity holders) directly receives from such 
entity all consideration paid or payable by such entity in consideration of such grant, which 
consideration may, but need not, include (without limitation) upfront, milestone, royalty and 
profit-sharing payments, (2) any grant of a license or option to obtain a license to any entity that 
intends to research, develop, commercialize or manufacture products or services covered by such 
Intellectual Property or other assets whether directly or through Parent, any Subsidiary or another 
entity, and (3) any arrangement or transfers of assets for the manufacture, research, promotion 
and development of Parent's or any Subsidiary's products and clinical trial management, and 
data analysis and similar activities in support of Parent's or any Subsidiary's development 
programs. 

"FATCA" means Sections 1471 through 1474 of the Code, as of the date of this 
Agreement (or any amended or successor version that is substantively comparable and not 
materially more onerous to comply with), any intergovernmental agreements with respect 
thereto, any current or future regulations or official interpretations thereof, and any agreements 
entered into pursuant to Section 1471(b)(l) of the Code. 

"Final Payment" means such amount as may be necessary to repay the outstanding 
principal amount of the Notes and any other Obligations owing by the Borrower to the Lenders 
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pursuant to the Loan Documents."GAAP" means generally accepted accounting principles 
consistently applied as set forth in the opinions and pronouncements of the Accounting 
Principles Board and the American Institute of Certified Public Accountants and statements and 
pronouncements of the Financial Accounting Standards Board (or agencies with similar 
functions of comparable stature and authority within the accounting profession). 

"Governmental Authority" means any government, quasi-governmental agency, 
governmental department, ministry, cabinet, commission, board, bureau, agency, court, tribunal, 
regulatory authority, instrumentality, judicial, legislative, fiscal, or administrative or public body 
or entity, whether domestic or foreign, federal, provincial, state or local, having jurisdiction over 
the matter or matters and Person or Persons in question. 

"Guaranty" means the guaranty of the Obligations to be executed by each Guarantor in 
favor of Lenders substantially in the form of Exhibit C attached hereto, with such changes 
reasonably acceptable to Lenders. 

"Guarantor" means Parent, each Subsidiary of Parent and each other Person that executes 
a Guaranty. 

"Indebtedness" means the following: 

(i) all indebtedness for borrowed money; 

(ii) the deferred purchase price of assets or services (other than 
payables) which in accordance with GAAP would be shown to be a liability (or 
on the liability side of a balance sheet); 

(iii) all guarantees oflndebtedness; 

(iv) all letters of credit issued or acceptance facilities established for 
the account of Parent and any of its Subsidiaries, including without duplication, 
all drafts drawn thereunder; 

(v) all capitalized lease obligations; 

(vi) all indebtedness of another Person secured by any Lien on any 
property of Parent or its Subsidiaries, whether or not such indebtedness has been 
assumed or is recourse (with the amount thereof, in the case of any such 
indebtedness that has not been assumed by Parent or its Subsidiaries, being 
measured as the lower of (x) fair market value of such property and (y) the 
amount of the indebtedness secured); and 

(vii) indebtedness created or arising under any conditional sale or title 
retention agreement. 

"Indemnified Person" has the meaning given to it in Section 6.12(a). 

"Indemnified Taxes" means all Taxes including Other Taxes, other than Excluded Taxes. 
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"Indemnity" has the meaning given to it in Section 6.12(a). 

"Initial Funding Date" shall have the meaning set forth in Section 2.2. 

"Initial Loans" means the Loans made available by the Lenders to the Borrower pursuant 
to Section 2.2 in the aggregate principal amount of Seventy Five Million Dollars ($75,000,000) 
or, as the context may require, the principal amount thereof from time to time outstanding. 

"Interest Rate" means 2.5% per annum with respect to the Initial Loans and 12.5% per 
annum with respect to the Acquisition Loans. 

"IP" and "Intellectual Property" have the meaning given to it in Section 3. l(n). 

"IRS" means the United States Internal Revenue Service. 

"Irish Security Document" means that certain Irish law debenture dated the date of the 
Initial Funding Date among each Irish Subsidiary of Parent and Lenders, substantially in the 
form of Exhibit D attached hereto, with such changes thereto reasonably acceptable to Lenders. 

"Lien" means any lien, pledge, preferential arrangement, mortgage, security interest, 
deed of trust, charge, assignment, hypothecation, title retention, or other encumbrance on or with 
respect to property or interest in property having the practical effect of constituting a security 
interest, in each case with respect to the payment of any obligation with, or from the proceeds of, 
any asset or revenue of any kind. 

"Loans" means the Initial Loans and the Acquisition Loans. 

"Loan Documents" means this Agreement, the Notes, the Guaranties, the Pledge 
Agreement, the Security Documents, the Registration Rights Agreement, and any other 
document or instrument delivered in connection with any of the foregoing and dated the 
Agreement Date or subsequent thereto, whether or not specifically mentioned herein or therein. 

"Loss" has the meaning given to it in Section 6.12(a). 

"Luxembourg FinCo" means Luxembourg FinCo, a limited liability company organized 
under the laws of the Grand Duchy of Luxembourg. 

"Major Transaction" has the meaning set forth in the Convertible Notes. 

"Material Adverse Effect" means a material adverse effect on (a) the business, 
operations, condition (financial or otherwise), or assets of Parent or any of its Subsidiaries, 
(b) the validity or enforceability of any provision of any Loan Document, ( c) the ability of Parent 
or any of its Subsidiaries to timely perform the Obligations or ( d) the rights and remedies of the 
Lenders under any Loan Document; provided, however, any adverse effect that results directly or 
indirectly from general economic, business, financial or market conditions shall not be deemed 
to be a Material Adverse Effect. 
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"Material Contract" means any contract of any Credit Party that has been filed or was 
required to have been filed as an exhibit to the SEC Reports pursuant to Item 60l(b)(4) or Item 
60l(b)(10) of Regulation S-K. 

"Nijhawan Note" means the unsecured convertible promissory note in the aggregate 
principal amount of C$5,000,000 issued by Tribute to Nidhi Nijhawan on June 16, 2015. 

"Notes" means the Convertible Notes and the Acquisition Notes. 

"Obligations" means all obligations and liabilities (monetary or otherwise) of Parent, 
Borrower and their Subsidiaries arising under or in connection with this Agreement and the other 
Loan Documents. 

"Organizational Documents" means the Certificate of Incorporation, Articles, Notices of 
Articles, Bylaws, memorandum and articles of association or similar documents, each as 
amended to date, of the Credit Parties or any of their Subsidiaries, as the context may require. 

"Other Connection Taxes" means with respect to any Lender, Taxes imposed as a result 
of a present or former connection between such Lender and the jurisdiction imposing such Tax 
(except a connection arising from such Lender having executed, delivered or performed its 
obligations under the Loan Documents). 

"Other Taxes" means any and all present or future stamp or documentary taxes or any 
other excise or property taxes, duties, other charges or similar levies, and all liabilities with 
respect thereto, together with any interest, additions to tax or penalties applicable thereto 
(including by reason of any delay in payment) arising from any payment made hereunder or from 
the execution, delivery, registration or enforcement of, or otherwise with respect to, any Loan 
Document or the delivery to a Lender of the Conversion Shares, except any such Taxes imposed 
with respect to an assignment (other than an assignment made in connection with the exercise of 
remedies following an Event of Default). 

"Parent" means Aralez Pharmaceuticals Inc., a corporation formed under the laws of the 
Province of British Columbia, Canada. 

"Parent Convertible Notes" shall have the meaning set forth in Section 5.1 (I). 

"Permitted Acquisition" means any transaction or series of related transaction by which 
Parent or any of its Subsidiaries acquires all or substantially all of the assets of a Person or going 
business, division, or line of business or product or acquires equity interests of any Person 
having at least a majority of combined voting power of the then outstanding equity interests of 
such Person; provided, 

(i) immediately prior to, and after giving effect thereto, no Default or Event 
of Default shall have occurred and be continuing or would result therefrom; 

(ii) all transactions in connection therewith shall be consummated, in all 
material respects, in accordance with all applicable laws and in conformity with all 
applicable Authorizations; 
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(iii) Borrower shall have taken, or caused to be taken, as of the date such 
Person becomes a Subsidiary of Parent, each of the actions set forth in Section 5. l(ix); 

(iv) Subject to the last paragraph of Section 5.1, Borrower shall have delivered 
to Lenders at least ten (10) Business Days prior to such proposed acquisition, an executed 
term sheet and/or commitment letter (setting forth in reasonable detail the terms and 
conditions of such acquisition) and, at the request of any Lender, such other information 
and documents that any Lender may request, including, without limitation, executed 
counterparts of the respective agreements, instruments or other documents pursuant to 
which such acquisition is to be consummated, to the extent available (including, without 
limitation, any related management, non-compete, employment, option or other material 
agreements), any schedules to such agreements, instruments or other documents and all 
other material ancillary agreements, instruments or other documents to be executed or 
delivered in connection therewith; 

(v) any Person or assets or division acquired in accordance herewith shall be 
in same business or lines of business in which Parent and/or its Subsidiaries are engaged 
as of the Initial Funding Date or a business or line of business complimentary thereto; 

(vi) the acquisition shall have been approved by the board of directors or other 
governing body of the Person acquired or the Person from whom such assets or division 
is acquired; and 

(vii) the Adjusted EBITDA of Parent for the Test Period determined as of the 
date of the definitive documentation for such transaction or transactions on a pro forma 
basis as if such Permitted Acquisition had occurred at the beginning of such Test Period 
is greater than Adjusted EBITDA of Parent for such Test Period without giving such pro 
forma effect. 

"Permitted Indebtedness" means: 
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(i) The Obligations; 

(ii) Indebtedness in respect of netting services, overdraft protections 
and other similar and customary services in connection with deposit accounts; 

(iii) Performance bonds, surety bonds, letters of credit, security 
deposits and similar instruments incurred in the ordinary course of business; 

(iv) Guarantees with respect to any Permitted Indebtedness; 

(v) Indebtedness in respect of purchase money financing, capital lease 
obligations and equipment financing facilities covering existing and 
newly-acquired equipment, including for the acquisition, installation, qualification 
and validation of such equipment up to the aggregate amount, together with 
Indebtedness permitted by clause (vi) below, not in excess of $5,000,000 
outstanding at any time; 
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(vi) Indebtedness acquired pursuant to or incurred in connection with a 
Permitted Acquisition up to the aggregate amount, together with Indebtedness 
permitted by clause (v) above, not in excess of $5,000,000 outstanding at any 
time; provided that such Indebtedness has a rate of interest no greater than the 
market rate of interest for comparable Indebtedness and a maturity which is not 
less than 180 days after the latest maturity date of the Loans; 

(vii) Unsecured Indebtedness up to an aggregate principal amount of 
$300,000,000 subordinated to the Obligations by written agreement in form and 
substance acceptable to Lenders, which has an interest rate no greater than the 
market rate of interest for comparable Indebtedness and a maturity which is not 
less than 180 days after the latest maturity date of the Loans; 

(viii) Unsecured convertible Indebtedness up to an aggregate principal 
amount of $300,000,000 subordinated to the Obligations by written agreement in 
form and substance acceptable to Lenders, which has a rate of interest no greater 
than the market rate of interest for comparable Indebtedness and a maturity which 
is not less than 180 days after the latest maturity date of the Loans; and 

(ix) Losses on hedging obligations or other derivative instruments 
entered into solely for the purpose of hedging foreign currency or interest rate risk 
and not for speculative purposes. 

"Permitted Liens" means: 
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(i) Liens in favor of the Lenders; 

(ii) Statutory Liens created by operation of Applicable Laws; 

(iii) Liens arising in the ordinary course of business and securing 
obligations not in excess of the aggregate sum of $1,000,000 that are not more 
than 60 days past due or are being contested in good faith by appropriate 
proceedings diligently pursued; 

(iv) Liens for taxes, assessments or governmental charges or levies not 
past due and payable or that are being contested in good faith by appropriate 
proceedings; 

(v) Liens ar1smg from judgments, decrees or attachments m 
circumstances not constituting an Event of Default; 

(vi) Liens in favor of financial institutions arising in connection with 
any Credit Party's or any of its Subsidiaries' accounts maintained in the ordinary 
course held at such institutions to secure standard fees for services charged by, but 
not financing made available by, such institutions; 

(vii) Pledges or deposits in connection with workers' compensation, 
unemployment insurance and other social security legislation; 
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(viii) Easements, rights of way, restnct10ns and other similar 
encumbrances affecting real property which, in the aggregate, are not substantial 
in amount, and which do not in any case materially interfere with the conduct of 
the business of the applicable Person; 

(ix) Liens of a collection bank ansmg under Section 4-210 of the 
Uniform Commercial Code (or equivalent in foreign jurisdictions) on items in the 
course of collection; and 

(x) Liens securing Indebtedness pursuant to clause (v) of the definition 
of Permitted Indebtedness. 

"Person" means and includes any natural person, individual, partnership, joint venture, 
corporation, trust, limited liability company, limited company, joint stock company, 
unincorporated organization, government entity or any political subdivision or agency thereof, or 
any other entity. 

"Pledge Agreement" means the Pledge Agreement to be entered into as of the Initial 
Funding Date by the entity which holds the equity interests in Pozen, Tribute and each other 
Subsidiary of Parent in favor of Lenders, substantially in the form of Exhibit E attached hereto, 
with such changes reasonably acceptable to Lenders. 

"PPSA" means the Personal Property Security Act (Ontario), the Personal Property 
Security Act (British Columbia) and to the extent applicable, equivalent legislation of any other 
jurisdiction in Canada. 

"Principal Trading Markets" means the Trading Markets on which the Common Shares 
are listed on and quoted for trading, which, as of the date of this Agreement, shall be the 
NASDAQ Global Market and the Toronto Stock Exchange. 

"Register" has the meaning set forth in Section 1. 4 (b ). 

"Registration Rights Agreement" means that certain Registration Rights Agreement dated 
as of June 8, 2015 between Lenders and Parent, as amended and restated on October 29, 2015 
and December 7, 2015. 

"Registration Statement" means a registration statement meeting the requirements set 
forth in the Registration Rights Agreement and covering the resale by the Lenders of the 
Registrable Securities (as defined in the Registration Rights Agreement). 

"Required Lenders" means, at any time, Lenders holding Loans representing more than 
50% of the sum of the Loans outstanding. 

"Restricted Lender" means the initial Lenders party to this Agreement and their Affiliates 
and any assignee of any interest in a Note that notifies the Borrower in writing that it wishes to 
be deemed a Restricted Lender. 
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"Rule 144" means Rule 144 promulgated by the Commission pursuant to the Securities 
Act, as such Rule may be amended from time to time, or any similar rule or regulation hereafter 
adopted by the Commission having substantially the same effect as such Rule. 

"SEC Reports" shall have the meaning set forth in Section 5. l(v). 

"Securities" means the Convertible Notes and the Conversion Shares. 

"Securities Act" means the Securities Act of 1933, as amended, including the rules and 
regulations promulgated thereunder. 

"Security Agreement" means that certain Security Agreement to be entered into as of the 
Initial Funding Date among Pozen, all other U.S. Subsidiaries of Parent, the other grantors from 
time to time party thereto and Lenders, substantially in the form of Exhibit F attached hereto, 
with such changes reasonably acceptable to Lenders. 

"Security Documents" means the Security Agreement, the Irish Security Agreement, the 
Canadian Security Documents and all other instruments, documents and agreements executed or 
delivered in connection therewith required to perfect Liens on the assets of Borrower and 
Guarantors. 

"Subsidiary or Subsidiaries" means, as to any Person, any entity of which securities or 
other ownership interests having ordinary voting power to elect a majority of the board of 
directors or other persons performing similar functions are at the time directly or indirectly 
owned or controlled by such Person, or one or more of the Subsidiaries of the Person, or a 
combination thereof 

"Tax Affiliate" means (a) Parent and its Subsidiaries and (b) any Affiliate of the Parent 
with which Parent files or is required to file consolidated, combined or unitary tax returns. 

"Taxes" means all present or future taxes, levies, imposts, stamp or other duties, 
deductions, charges or withholdings and all liabilities with respect thereto, (including by reason 
of any delay in payment). 

"Test Period" means, at any date of determination, the period of four consecutive fiscal 
quarters of Parent then ended for which financial statements have been filed with the SEC. 

"Trading Market" means whichever of the New York Stock Exchange, the NYSE 
Altemext (formerly the American Stock Exchange), the NASDAQ Global Select Market, the 
NASDAQ Global Market, the NASDAQ Capital Market, the Toronto Stock Exchange or the 
OTC Bulletin Board on which the Common Shares are listed or quoted for trading on the date in 
question. 

"Transactions" shall mean the transactions contemplated by the Arrangement Agreement 
and the Equity Agreement, including, but not limited to the Equity Investment. 

"Tribute Convertible Notes" shall have the meaning set forth in Section 5.1(1). 
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Section 1.2 Interp1·etation. In this Agreement, unless the context otherwise requires, 
all words and personal pronouns relating thereto shall be read and construed as the number and 
gender of the party or parties requires and the verb shall be read and construed as agreeing with 
the required word and pronoun; the division of this Agreement into Articles and Sections and the 
use of headings and captions is for convenience of reference only and shall not modify or affect 
the interpretation or construction of this Agreement or any of its provisions; the words "herein," 
"hereof,'' "hereunder," "hereinafter" and "hereto" and words of similar import refer to this 
Agreement as a whole and not to any particular Article or Section hereof; the words "include,'' 
"including,'' and derivations thereof shall be deemed to have the phrase "without limitation" 
attached thereto unless otherwise expressly stated; references to a specified Article, Exhibit, 
Section or Schedule shall be construed as a reference to that specified Article, Exhibit, Section or 
Schedule of this Agreement; and any reference to any of the Loan Documents means such 
document as the same shall be amended, supplemented or modified and from time to time in 
effect. 

Section 1.3 Business Day Adjustment. If the day by which any payment or other 
performance is due to be made is not a Business Day, that payment or performance shall be made 
by the next succeeding Business Day. 

Section 1.4 Registration. 

(a) The Borrower shall record on its books and records the amount of 
the Loans, the interest rate applicable, all payments of principal and interest thereon and 
the principal balance thereof from time to time outstanding. 

(b) The Borrower shall establish and maintain at its address referred 
to in Section 6.2, a record of ownership (the "Register") in which the Borrower agrees to 
register by book entry the interests (including any rights to receive payment hereunder) 
of each Lender in the Loan, and any assignment of any such interest, and (ii) accounts in 
the Register in accordance with its usual practice in which it shall record (1) the names 
and addresses of the Lenders (and any change thereto pursuant to this Agreement), (2) 
the amount of the Loan and each funding of any participation therein, (3) the amount of 
any principal or interest due and payable or paid, and (4) any other payment received by 
the Lenders from the Borrower and its application to the Loan. 

(c) Notwithstanding anything to the contrary contained in this 
Agreement, the Loans (including any Notes evidencing the Loans) are a registered 
obligation, the right, title and interest of the Lenders and their assignees in and to the 
Loans shall be transferable only upon notation of such transfer in the Register and no 
assignment thereof shall be effective until recorded therein. This Section 1.4 shall be 
construed so that the Loans are at all times maintained in "registered form" within the 
meaning of Sections 163(f), 87l(h)(2) and 88l(c)(2) of the Code. 

( d) The Borrower and the Lenders shall treat each Person whose 
name is recorded in the Register as a Lender for all purposes of this Agreement. 
Information contained in the Register with respect to any Lender shall be available for 
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access by the Borrower or such Lender at any reasonable time and from time to time 
upon reasonable prior notice. 

ARTICLE2 

AGREEMENT FOR THE LOAN 

Section 2.1 Use of Proceeds. The proceeds of the Initial Loan shall be used for 
working capital and general corporate purposes and the proceeds of the Acquisition Loans shall 
be used solely to fund Permitted Acquisitions. 

Section 2.2 Initial Loans. Subject to the conditions set forth in Section 4.1 and this 
Section 2.2, the Lenders shall disburse Initial Loans in the amount of $75,000,000 to the 
Borrower on a date ("Initial Funding Date") not less than three (3) Business Days following the 
satisfaction of the conditions set forth in Section 4.1. Lenders shall fulfill the Initial Loans in 
accordance with their respective allocations set forth on Schedule 1 hereto. In the event the 
conditions to the Initial Loan have not been satisfied by April 30, 2016, the Lenders shall not 
have any further obligations under this Agreement. 

Section 2.3 Acquisition Loans. Subject to the conditions set forth in Section 4.2 at 
any time and from time to time after the Initial Funding Date and prior to April 30, 2017; upon 
not less than three (3) Business Days' written request ("Acquisition Loan Request") by Borrower 
to Lenders, Lenders shall make additional advances to Borrower (each an "Acquisition Loan" 
and collectively the "Acquisition Loans") up to the aggregate sum of $200,000,000 for the 
payment of the purchase price of any Permitted Acquisition. Lenders shall fulfill the Acquisition 
Loans in accordance with their respective allocations set forth on Schedule 1 hereto. 

Section 2.4 Payment. 

(a) Borrower shall repay the outstanding principal amount of the 
Initial Loans, together with all accrued and unpaid interest thereon on the sixth 
anniversary of the Initial Funding Date. Parent shall repay the outstanding principal 
amount of each Acquisition Loan, together with all accrued and unpaid interest thereon 
on the sixth anniversary of the funding of each such Acquisition Loan. Except as 
specifically provided herein, the Convertible Notes shall not be prepayable. The 
Acquisition Notes shall be prepayable in whole or in part at any time following the end 
of the sixth month after the funding date of the applicable Acquisition Loan and prior to 
the maturity of such Acquisition Loan (provided that any Acquisition Loan incurred to 
refinance Indebtedness incurred before the Initial Funding Date with respect to a 
Permitted Acquisition may be prepaid in whole or in part at any time prior to maturity) 
at 10 l % of the principal amount of such Acquisition Loan to be prepaid, plus all accrued 
and unpaid interest on such Acquisition Loan to be prepaid. 

(b) Lenders shall have the right to convert all or any part of the 
principal amount of their Convertible Notes into Common Shares in accordance with the 
terms of the Convertible Notes. Upon the Share Delivery Date (as defined in the 

EAST\118130665.14 14 



Convertible Notes) Borrower shall pay to Lenders all accrued and unpaid interest on the 
principal amount of the Convertible Notes converted into Common Shares. 

Section 2.5 Payments. All payments by the Borrower under any of the Loan 
Documents shall be made without setoff or counterclaim. Payments of any amounts due to the 
Lenders under this Agreement shall be made in Dollars in immediately available funds prior to 
11:00 a.m. New York City time on such date that any such payment is due, at such bank or 
places as the Lenders shall from time to time designate in writing at least five (5) Business Days 
prior to the date such payment is due. The Borrower shall pay all and any costs (administrative 
or otherwise) imposed by banks, clearing houses, or any other financial institution, in connection 
with making any payments under any of the Loan Documents, except for any costs imposed by 
the Lenders' banking institutions. 

Section 2.6 Taxes. 

(a) Any and all payments hereunder or under any other Loan 
Document shall be made, in accordance with this Section 2.6, free and clear of and 
without deduction for any and all present or future Taxes except as required by 
applicable law. If Borrower (or another applicable Credit Party) shall be required by law 
to deduct any Taxes from or in respect of any sum payable hereunder or under any other 
Loan Document and such Taxes are Indemnified Taxes, (i) the sum payable hereunder 
or thereunder shall be increased by as much as shall be necessary so that after making all 
required deductions (including deductions for Indemnified Taxes applicable to 
additional sums payable under this Section 2.6(a)), each Lender shall receive an amount 
equal to the sum it would have received had no such deductions been made (any and all 
such additional amounts payable shall hereafter be referred to as the "Additional 
Amounts"), (ii) Borrower shall make such deductions, and (iii) Borrower shall pay the 
full amount deducted to the relevant Governmental Authority in accordance with 
applicable law. Within thirty (30) days after the date of any payment of such Taxes, 
Borrower shall furnish to the applicable Lender the original or a certified copy of a 
receipt evidencing payment thereof or other evidence of such payment reasonably 
satisfactory to such Lender. 

(b) Borrower agrees to pay and authorizes each Lender to pay in its 
name (but without duplication), all Other Taxes. Within 30 days after the date of any 
payment of Other Taxes, Borrower shall furnish to the applicable Lender the original or 
a certified copy of a receipt evidencing payment thereof or other evidence of such 
payment reasonably satisfactory to such Lender. 

(c) Without duplication of Section 2.6(a) or Section 2.6(b), Borrower 
shall reimburse and indemnify, within ten (10) days after receipt of demand therefor, 
each Lender for all Indemnified Taxes (including all Indemnified Taxes imposed on 
amounts payable under this Section 2.6(c)) paid by such Lender, whether or not such 
Indemnified Taxes were correctly or legally asserted. A certificate of the applicable 
Lender(s) setting forth the amounts to be paid thereunder and delivered to Borrower 
shall be conclusive, absent manifest error. 
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( d) If any Party determines, in its sole discretion exercised in good 
faith, that it has received a refund of any Taxes as to which it has been indemnified 
pursuant to this Section 2.6 (including by the payment of Additional Amounts), it shall 
pay to the indemnifying party an amount equal to such refund (but only to the extent of 
indemnity payments made under this Section with respect to the Taxes giving rise to 
such refund), net of all out-of-pocket expenses (including Taxes) of such indemnified 
party and without interest (other than any interest paid by the relevant Governmental 
Authority with respect to such refund). Such indemnifying party, upon the request of 
such indemnified party, shall repay to such indemnified party the amount paid over 
pursuant to this paragraph (d) (plus any penalties, interest or other charges imposed by 
the relevant Governmental Authority) in the event that such indemnified party is 
required to repay such refund to such Governmental Authority. Notwithstanding 
anything to the contrary in this paragraph ( d), in no event will the indemnified party be 
required to pay any amount to an indemnifying party pursuant to this paragraph ( d) the 
payment of which would place the indemnified party in a less favorable net after-Tax 
position than the 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 paragraph 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 indemnifying party or any other Person. 

( e) If a payment made to a Lender under any Loan Document would 
be subject to withholding Tax under F ATCA if such Lender were to fail to comply with 
the applicable reporting requirements of FATCA, such Lender shall deliver to the 
Borrower or its designated agent at such time or times reasonably requested by the 
Borrower or its designated agent such U.S. tax forms and such additional documentation 
reasonably requested by the Borrower or its agent as may be necessary for the Borrower 
or its 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. 

Notwithstanding anything else to the contrary in any of the Loan Documents or the Arrangement 
Agreement, the provisions of this Section 2.6 shall also apply mutatis mutandis to all Taxes 
(whether or not such Taxes are Excluded Taxes) incurred by the Lenders as a result of (i) the 
assignment by the Borrower of the Loan Documents to the Parent pursuant to the Arrangement 
Agreement, and (ii) the sale, assignment and transfer by the Lenders of the Conversion Notes to 
the Parent pursuant to the Arrangement Agreement. 

Section 2.7 Fee and Costs. Notwithstanding anything to the contrary contained in the 
Equity Agreement, the Credit Parties (excluding Tribute prior to the closing of the transactions 
contemplated by the Arrangement Agreement), jointly and severally agree to reimburse the 
Lenders for reasonable, documented expenses for attorneys, accountants and other professional 
advisors, and other out-of-pocket expenses incurred by Lenders in connection with their due 
diligence, negotiation and documentation of the transactions contemplated by the Loan 
Documents and all amendments and modifications thereto, whether or not consummated; 
provided that Credit Parties' obligation to reimburse Lenders for such fees and expenses in 
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connection with the negotiation, documentation and closing of this Agreement and the other 
Loan Documents shall not exceed the aggregate amount of $300,000. At Lender's election, such 
reimbursed amounts may be deducted from the fuitial Loans. 

Section 2.8 Interest. The outstanding principal amount of the Loans shall bear 
interest at the futerest Rate (calculated on the basis of the actual number of days elapsed in each 
month). futerest shall be paid quarterly in arrears commencing on April 1, 2016 and on the first 
Business Day of each January, April, July and October thereafter (each, an "futerest Payment 
Date"). 

Section 2.9 Interest on Late Payments. Without limiting the remedies available to 
the Lenders under the Loan Documents or otherwise, to the maximum extent permitted by 
applicable law, if the Borrower fails to make a required payment of principal or interest with 
respect to the Loan when due or to timely comply with Section 5. l(v) of this Agreement 
(regardless of any cure period provided in Section 5.4(b) of this Agreement), the Borrower shall 
pay interest, in respect of such principal and interest at the rate per annum equal to the futerest 
Rate plus ten percent (10%) for so long as such payment remains outstanding or such covenant is 
not timely cured. Such interest shall be payable on demand. 

Section 2.10 Compliance with InterestAct(Canada) and Criminal Code (Canada) 

(a) For the purposes of disclosure pursuant to the Interest Act 
(Canada), where rates of interest or fees provided in this Agreement or any Loan 
Document are to be computed on the basis of any period of time less than a calendar 
year, then the equivalent annual rates are the rates or fees so computed multiplied by the 
actual number of days in the applicable calendar year and divided by the number of days 
in such other period of time. 

(b) lf any provision of this Agreement would obligate the Borrower 
to make any payment of interest or other amount payable to any Lender in an amount or 
calculated at a rate which would result in a receipt by that Lender of interest or yield at a 
criminal rate (as such terms are construed under the Criminal Code (Canada)), then 
notwithstanding such provision, such amount or rate shall be deemed to have been 
adjusted with retroactive effect to the maximum amount or rate of interest or yield, as 
the case may be, as would not result in a receipt by that Lender of interest at a criminal 
rate, such adjustment to be effected by that Lender, to the extent necessary, as follows: 

(i) Firstly, by reducing the number or rate of interest required to be 
paid to the affected Lender hereunder; and 

(ii) Thereafter, by reducing any fees, commissions, premiums and 
other amounts required to be paid to the affected Lender which would constitute 
interest for purpose of Section 347 of the Criminal Code (Canada). 

If, after giving effect to all adjustments contemplated by this 
Section 2.1 O(b ), any Lender shall have received an amount in excess of the maximum 
permitted by this Section 2.1 O(b ), then the affected Lender shall reimburse Borrower in 
an amount equal to such excess. 
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Any amount or rate of interest referred to in this Section 2.1 O(b) 
shall be determined in accordance with generally accepted actuarial practices and 
principles as an effective annual rate of interest over the term of the applicable Loan on 
the assumption that any payments of interest or other amounts payable that fall within 
the meaning of "interest" (as defined in the Criminal Code (Canada)) shall, if they relate 
to a specific period of time, be pro-rated over that period of time and otherwise be pro­
rated over the period from the date of the advance of the relevant Loan to the date on 
which all obligations of the Borrower in respect of such Loan have been paid and 
discharged in full, and, in the event of a dispute, a certificate of a Fellow of the Canadian 
Institute of Actuaries appointed by the Required Lenders shall be conclusive for the 
purposes of such determination. 

ARTICLE3 

REPRESENTATIONS AND WARRANTIES 

Section 3.1 Representations and Warranties of the Credit Parties. Except with 
respect to Section 3 .1 ( ee) below, to which the Parent solely represents and warrants, each Credit 
Party represents and warrants to the Lenders that, except as set forth in a Schedule to this 
Agreement: 

(a) Each Credit Party and each of its Subsidiaries are conducting their 
business in compliance with their Organizational Documents, which are in full force and 
effect. 

(b) No Default or Event of Default has occurred. 

(c) Each Credit Party and each of its Subsidiaries (i) are capable of 
paying their debts as they fall due, have not admitted their inability to pay their debts as 
they fall due, (ii) are not bankrupt or insolvent or deemed to be bankrupt or insolvent 
under Applicable Laws and (iii) have not taken action, and no such action has been 
taken by a third party, for any Credit Parties' or any of its Subsidiaries' winding up, 
dissolution, or liquidation, examinership or similar executory or judicial proceeding or 
for the appointment of a liquidator, custodian, receiver, receiver-manager, trustee, 
administrator, examinership or other similar officer for any Credit Party or any of its 
Subsidiaries or any or all of their assets or revenues. 

( d) Except as disclosed on Schedule 3 .1 ( d), which Liens shall be 
terminated on or prior to the Initial Funding Date, no Lien exists on any Credit Parties' 
or any of its Subsidiaries' assets, except for Permitted Liens. 

( e) The obligations of Tribute and Parent to make any payment under 
this Agreement (together with all charges in connection therewith) is absolute and 
unconditional. 

(f) Except with respect to the Nijhawan Note, which shall be repaid 
in full at or prior to maturity, without extension, or converted prior thereto pursuant to 
its terms, and except as disclosed on Schedule 3. l(f) which Indebtedness will be repaid 
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on or about the Initial Funding Date, no Indebtedness of any Credit Party or any of its 
Subsidiaries exists other than Permitted Indebtedness. 

(g) Tribute is validly existing as a corporation in good standing under 
the laws of the Province of Ontario, Canada. Pozen is validly existing as a corporation 
in good standing under the laws of the State of Delaware. Parent is validly existing as a 
corporation in good standing under the laws of the Province of British Columbia, 
Canada. Each Credit Party and each of its Subsidiaries have full power and authority to 
own their properties, conduct their business and enter into the Loan Documents and to 
consummate the transactions contemplated under the Loan Documents, and are duly 
qualified to do business as a foreign entity and are in good standing in each jurisdiction 
where the failure to be so qualified could reasonably be expected to result in a Material 
Adverse Effect. 

(h) There is not pending or, to the knowledge of any Credit Party, 
threatened, any action, suit, investigation, hearings or other proceeding before any 
Governmental Authority (a) to which any Credit Party or any of its Subsidiaries is a 
party or (b) which has as the subject thereof any assets owned by any Credit Party or any 
of its Subsidiaries, except, as would not reasonably be expected to have a Material 
Adverse Effect. There are no current or, to the knowledge of any Credit Party, pending, 
legal, governmental or regulatory enforcement actions, suits or other proceedings to 
which any Credit Party or any of its Subsidiaries or any of their assets is subject, except, 
as would not reasonably be expected to have a Material Adverse Effect. 

(i) Each Credit Party has the requisite corporate power and authority 
to enter into and to consummate the transactions contemplated by each of the Loan 
Documents to which it is a party and otherwise to carry out its obligations hereunder and 
thereunder. Each Credit Parties' execution and delivery of each of the Loan Documents 
to which it is a party and the consummation by it of the transactions contemplated 
hereby and thereby (including, but not limited to, the sale and delivery of the Notes and 
the reservation for issuance and the subsequent issuance of the Conversion Shares upon 
exercise of the Convertible Notes) have been duly authorized by all necessary action on 
the part of each Credit Party, and no further action is required by any Credit Party, its 
directors or its stockholders in connection therewith other than in connection with the 
Required Approvals (as defined below). Each of the Loan Documents to which it is a 
party has been (or upon delivery will have been) duly executed by each Credit Party and 
each of its Subsidiaries and is, or when delivered by each Credit Party and each of its 
Subsidiaries a party thereto, in accordance with the terms hereof, will constitute the 
legal, valid and binding obligation of such Credit Party and its Subsidiaries party thereto 
enforceable in accordance with its terms, except as such enforceability may be limited 
by applicable bankruptcy, insolvency, reorganization, examinership, moratorium, 
liquidation or similar laws relating to, or affecting generally the enforcement of, 
creditors' rights and remedies or by other equitable principles of general application. 
The execution, delivery and performance of the Loan Documents by the Credit Parties 
and their Subsidiaries and the consummation of the transactions therein contemplated 
(including, but not limited to, the delivery of the Convertible Notes and the reservation 
for issuance and subsequent issuance of the Conversion Shares) will not (A) conflict 
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with or result in a breach or violation of any of the terms or provisions of, or constitute a 
default under, or result in the creation or imposition of any Lien (other than pursuant to 
the Loan Documents) upon any assets of any Credit Party or any of its Subsidiaries 
pursuant to, any agreement to which any Credit Party or any of its Subsidiaries is a party 
or by which any Credit Party or any of its Subsidiaries are bound or to which any of the 
assets of any Credit Party or any of its Subsidiaries is subject, (B) result in any violation 
of or conflict with the provisions of the Organizational Documents or (C) result in the 
violation of any Applicable Law or (D) result in the violation of any judgment, order, 
rule, regulation or decree of any Governmental Authority. No consent, approval, 
authorization or order of, or registration or filing with any Governmental Authority is 
required for the execution, delivery and performance of any of the Loan Documents or 
for the consummation by any Credit Party and any of its Subsidiaries of the transactions 
contemplated thereby except for such registrations and filings in connection with (i) the 
filing with the Commission of one or more Registration Statements in accordance with 
the requirements of the Registration Rights Agreement, (ii) filings required by 
applicable Canadian provincial and US state securities laws, (iii) the filing of a Notice of 
Sale of Securities on Form D with the Commission under Regulation D of the Securities 
Act, (iv) the filing of any requisite notices and/or application(s) to the Principal Trading 
Markets for the issuance and sale of the Securities and the listing of the Conversion 
Shares for trading or quotation, as the case may be, thereon in the time and manner 
required thereby, (v) filings contemplated by the Security Documents and (vi) those that 
are required to be obtained in connection with the Transactions or that have been made 
or obtained prior to the Initial Funding Date (the "Required Approvals"). 

(j) As of their respective filing dates, or to the extent corrected by a 
subsequent restatement or amendment, the SEC Reports filed by any Credit Party 
comply in all material respects with the requirements of the Securities Act and the 
Exchange Act and the rules and regulations of the Commission promulgated thereunder, 
and none of the SEC Reports, when filed, will contain any untrue statement of a material 
fact or omit to state a material fact required to be stated therein or necessary in order to 
make the statements therein, in light of the circumstances under which they were made, 
not misleading. No Credit Party has ever been an issuer subject to Rule 144(i) under the 
Securities Act. Each of the Material Contracts to which any Credit Party is a party or to 
which the property or assets of any Credit Party are subject will be filed as an exhibit to 
the SEC Reports. 

(k) Other than the actions required under the Registration Rights 
Agreement with respect to the Registration Statement or with respect to the 
Transactions, no Authorization is required for (i) the execution and delivery of this 
Agreement, the other Loan Documents, or (ii) the consummation of the transactions 
contemplated hereby and thereby. 

(1) Each Credit Party and each of its Subsidiaries holds, and is 
operating in good standing (where applicable) and in compliance in all material respects 
with, all franchises, grants, authorizations, licenses, permits, easements, consents, 
certificates and orders of any Governmental Authority (collectively, "Necessary 
Documents") required for the conduct of its business and all Necessary Documents are 
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valid and in full force and effect; and neither any Credit Party nor any of its Subsidiaries 
has received written notice of any revocation or modification of any of the Necessary 
Documents and neither any Credit Party nor any of its Subsidiaries has any reason to 
believe that any of the Necessary Documents will not be renewed in the ordinary course 
of business, and each Credit Party and each of its Subsidiaries are in compliance in all 
material respects with all applicable federal, state, local and foreign laws, regulations, 
orders and decrees applicable to the conduct of its business. 

(m) Each Credit Party and each of its Subsidiaries have good and 
marketable title to all of their assets free and clear of all Liens except Permitted Liens 
and those Liens set forth in Schedule 3. l(d). The property held under lease by each 
Credit Party and each of its Subsidiaries is held under valid, subsisting and enforceable 
leases with only such exceptions with respect to any particular lease as do not interfere 
in any material respect with the conduct of the business of any Credit Party or any of its 
Subsidiaries. 

(n) Except as set forth on Schedule 3. l(n), each Credit Party and each 
of its Subsidiaries own or have the right to use pursuant to a valid and enforceable 
written license, implied license or other legally enforceable right, all of the Intellectual 
Property (as defined below) that is necessary for the conduct of their business as 
currently conducted and the manufacture, importation and sale of products being 
developed by such Credit Party or any of its Subsidiaries (the "IP"). The IP that is 
registered with or issued by a Governmental Authority is valid and enforceable; there is 
no outstanding, pending, or threatened action, suit, other proceeding or claim by any 
third person challenging or contesting the validity, scope, use, ownership, enforceability, 
or other rights of any Credit Party or any of its Subsidiaries in or to any IP and neither 
any Credit Party nor any of its Subsidiaries has received any written notice regarding, 
any such action, suit, or other proceeding. Neither any Credit Party nor any of its 
Subsidiaries has infringed or misappropriated any material rights of others. There is no 
pending or threatened action, suit, other proceeding or claim by others that any Credit 
Party or any of its Subsidiaries infringes upon, violates or uses the Intellectual Property 
rights of others without authorization, and neither any Credit Party nor any of its 
Subsidiaries has received any written notice regarding, any such action, suit, other 
proceeding or claim. Except as set forth on Schedule 3. l(n), neither any Credit Party 
nor any of its Subsidiaries is a party to or bound by any options, licenses, or agreements 
with respect to IP other than licenses for computer software acquired in the ordinary 
course of business. The term "Intellectual Property" as used herein means (i) all patents, 
patent applications, patent disclosures and inventions (whether patentable or 
unpatentable and whether or not reduced to practice), (ii) all trademarks, service marks, 
trade dress, trade names, slogans, logos, and corporate names and Internet domain 
names, together with all of the goodwill associated with each of the foregoing, (iii) 
copyrights, copyrightable works, and licenses, (iv) registrations and applications for 
registration for any of the foregoing, (v) computer software (including but not limited to 
source code and object code), data, databases, and documentation thereof, (vi) trade 
secrets and other confidential information, (vii) other intellectual property, and (viii) 
copies and tangible embodiments of the foregoing (in whatever form and medium). 
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( o) Neither any Credit Party nor any of its Subsidiaries is in violation 
of the Organizational Documents, or in breach of or otherwise in default under, and no 
event has occurred which, with notice or lapse of time or both, would constitute such 
breach or other default in the performance of any agreement or condition contained in 
any agreement under which it may be bound, or to which any of its assets is subject. 

(p) All US and Canadian federal, provincial, state, local and foreign 
income and franchise and other material Tax returns, reports and statements 
(collectively, the "Tax Returns") required to be filed by any Tax Affiliates have been 
filed with the appropriate Governmental Authorities, all such Tax Returns are true and 
correct in all material respects, and all Taxes, assessments and other governmental 
charges and impositions reflected therein and all other material Taxes, assessments and 
other governmental charges otherwise due and payable have been paid prior to the date 
on which any liability may be added thereto for non-payment thereof except for those 
contested in good faith by appropriate proceedings diligently conducted and for which 
adequate reserves are maintained on the books of the appropriate Tax Affiliate in 
accordance with GAAP or other applicable accounting principles, standards and 
procedures that such Tax Affiliate uses to compile its financial statements. As of the 
Agreement Date, no Tax Return is under audit or examination by any Governmental 
Authority, and no Tax Affiliate has received written notice from any Governmental 
Authority of any audit or examination or any assertion of any material claim for Taxes. 

( q) Other than as set forth in Schedule 3 .1 ( q) neither any Credit Party 
nor any of its Subsidiaries has granted rights to market or sell its products or services to 
any other Person, and are not bound by any agreement that affects the exclusive right of 
any Credit Party or any of its Subsidiaries to develop, license, market or sell its products 
or services, in each case including rights relating to products under development by any 
Credit Party or any of its Subsidiaries. 

(r) Each Credit Party and each of its Subsidiaries: (A) at all times 
has complied in all materials respects with all Applicable Laws; (B) has not received any 
warning letter or other correspondence or notice from any Governmental Authority 
alleging or asserting material noncompliance with any Applicable Laws or any licenses, 
certificates, approvals, clearances, authorizations, permits and supplements or 
amendments thereto reasonably required in connection with the business of any Credit 
Party or any of its Subsidiaries by any Applicable Laws (together, the "Authorizations"); 
(C) possesses and complies with the Authorizations, which are valid and in full force 
and effect; (D) has not received written notice that any Governmental Authority has 
taken, is taking or intends to take action to limit, suspend, modify or revoke any 
Authorization and has no knowledge that any Governmental Authority is considering 
such action; (E) has filed, obtained, maintained or submitted all reports, documents, 
forms, notices, applications, records, claims, submissions and supplements or 
amendments as reasonably required by any Applicable Laws or Authorizations. 

(s) Each of Pozen and Tribute maintains or, in the case of Parent, as 
of the Initial Funding Date will maintain a system of internal accounting controls 
sufficient to provide reasonable assurances that (i) transactions are executed in 
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accordance with management's general or specific authorization; (ii) transactions are 
recorded as necessary to permit preparation of financial statements in conformity with 
GAAP and to maintain accountability for assets; (iii) access to assets is permitted only in 
accordance with management's general or specific authorization; and (iv) the recorded 
accountability for assets is compared with existing assets at reasonable intervals and 
appropriate action is taken with respect to any differences. 

(t) (i) To the knowledge of each Credit Party, no "prohibited 
transaction" as defined under Section 406 of ERISA or Section 4975 of the Code that is 
not exempt under ERISA Section 408 or Section 4975 of the Code, under any applicable 
regulations and published interpretations thereunder or under any applicable prohibited 
transaction, individual or class exemption issued by the Department of Labor, has 
occurred with respect to any Employee Benefit Plan, except for such transactions as 
would not have a Material Adverse Effect, (ii) at no time within the last seven (7) years 
has any Credit Party or any ERISA Affiliate maintained, sponsored, participated in, 
contributed to or has or had any liability or obligation in respect of any Employee 
Benefit Plan subject to Section 302 of ERISA, Title IV ofERISA, or Section 412 of the 
Code or any "multi employer plan" as defined in Section 3(37) of ERISA or any multiple 
employer plan for which any Credit Party or any ERISA Affiliate has incurred or could 
incur liability under Section 4063 or 4064 of ERISA, (iii) no Employee Benefit Plan 
represents any current or future liability for retiree health, life insurance, or other retiree 
welfare benefits except as may be required by the Consolidated Omnibus Budget 
Reconciliation Act of 1985, as amended, or similar state law, (iv) each Employee 
Benefit Plan is and has been operated in compliance with its terms and all applicable 
laws, including but not limited to ERISA and the Code, except for such failures to 
comply that would not have a Material Adverse Effect, (v) no event has occurred 
(including a "reportable event" as such term is defined in Section 4043 of ERISA) and 
no condition exists that would subject any Credit Party or any ERISA Affiliate to any 
tax, fine, lien, penalty or liability imposed by ERISA, the Code or other applicable law, 
except for any such tax, fine, lien, penalty or liability that would not, individually or in 
the aggregate, have a Material Adverse Effect, (vi) no Credit Party maintains any 
Foreign Benefit Plan, (vii) no Credit Party has any obligations under any collective 
bargaining agreement. As used in this clause (t), "Employee Benefit Plan" means any 
material "employee benefit plan" within the meaning of Section 3(3) of ERISA, and all 
stock purchase, stock option, stock-based severance, employment, change-in-control, 
medical, disability, fringe benefit, bonus, incentive, deferred compensation, employee 
loan and all other employee benefit plans, agreements, programs, policies or other 
arrangements, whether or not subject to ERISA, under which (A) any current or former 
employee, director or independent contractor of any Credit Party or any of its 
Subsidiaries has any present or future right to benefits and which are contributed to, 
sponsored by or maintained by any Credit Party or any of its respective Subsidiaries or 
(B) no Credit Party nor any of its Subsidiaries has had or has any present or future 
obligation or liability on behalf of any such employee, director or independent 
contractor; "ERISA" means the Employee Retirement Income Security Act of 1974, as 
amended; "ERISA Affiliate" means any member of any Credit Party's controlled group 
as defined in Code Section 414 (b), (c), (m) or (o); and "Foreign Benefit Plan" means 
any Employee Benefit Plan mandated by a Governmental Authority other than the 
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United States of America is subject to the laws or a jurisdiction outside of the United 
States, including for greater certainty any "registered pension plan" as defined under 
Section 248(1) of the Income Tax Act (Canada) which is sponsored, maintained, funded, 
contributed to or required to be contributed to, or administered for the employees or 
former employees of any Credit Party or any Subsidiary thereof. 

(u) Each Credit Party's Subsidiaries are set forth in Schedule 3. l(u). 

(v) All of the issued and outstanding shares of capital stock of each 
Credit Party are duly authorized and validly issued, fully paid and non-assessable, have 
been issued in compliance with all federal, provincial and state and foreign securities 
laws, were not issued in violation of or subject to any preemptive rights or other rights to 
subscribe for or purchase securities that have not been waived in writing; the Parent 
Convertible Notes and the Tribute Convertible Notes and the Conversion Shares 
issuable upon the Parent Convertible Notes and Tribute Convertible Notes have been 
duly authorized and, and the Conversion Shares, when issued and delivered in 
accordance with the terms of the Convertible Notes will have been validly issued and 
will be fully paid. Parent and Tribute have each reserved from their duly authorized 
capital stock a sufficient number of Common Shares to issue the Conversion Shares 
underlying the Parent Convertible Notes and Tribute Convertible Notes, respectively, 
free and clear of all encumbrances and restrictions, except for restrictions on transfer set 
forth in the Loan Documents or imposed by applicable securities laws and except for 
those created by the Lenders. Assuming the accuracy of the representations and 
warranties of the Lenders in this Agreement and, in the case of each Credit Party, the 
representations and warranties of the other Credit Parties set forth in Section 3.1 of this 
Agreement, the Securities will be issued in compliance with all applicable US and 
Canadian federal, provincial and state securities laws and will be exempt from the 
prospectus requirements of applicable Canadian securities laws. Tribute has been a 
"reporting issuer" (as such term is defined in Canadian securities laws) in a jurisdiction 
of Canada for the four (4) months preceding the date of this Agreement and will be a 
reporting issuer not in default immediately preceding the issue of the Tribute 
Convertible Notes. Borrower shall, so long as any of the Convertible Notes are 
outstanding, take all action necessary to reserve and keep available out of its authorized 
and unissued capital stock, solely for the purpose of effecting the conversion of the 
Convertible Notes, the number of Common Shares issuable upon such conversion 
(without taking into account any limitations on the conversion of the Convertible Notes 
as set forth therein). There are no preemptive rights or other rights to subscribe for or to 
purchase, or any restriction upon the voting or transfer of any common shares pursuant 
to the Organizational Documents of any Credit Party or any agreement to which any 
Credit Party or any of their Subsidiaries is a party or by which any Credit Party or any of 
their Subsidiaries is bound and all of the foregoing rights have been fully waived in 
respect of the issuance of the Parent Convertible Notes and Tribute Convertible Notes 
and the Conversion Shares thereunder. As of the date hereof, each of Borrower's, 
Pozen's and Parent's respective outstanding shares of capital stock, options and warrants 
are accurately set forth in Schedule 3 1 (v) to this Agreement, and, except as set forth in 
such Schedule, there are no other (i) options issuable or issued under Borrower's, 
Pozen's or Parent's respective option plans, or (ii) any other options, warrants, 
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agreements, contracts or other rights in existence to purchase or acquire from Parent or 
any Subsidiary of Parent any shares of the capital stock of Parent or any Subsidiary of 
Parent. Schedule 3. l(v) to this Agreement also sets forth the pro forma outstanding 
shares of capital stock, options and warrants of Parent as of Closing (assuming no 
further exercise of outstanding options and warrants of Borrower and/or Pozen). 

(w) The issuance of the Notes and the Conversion Shares will not 
obligate any Credit Party to issue Common Shares or other securities to any Person 
(other than the Lenders) and will not result in a right of any holder securities of any 
Credit Party to adjust the exercise, conversion, exchange or reset price or other right 
under any of such securities. There are no stockholders' agreements, voting agreements 
or other similar agreements with respect to the capital stock of any Credit Party or, to the 
knowledge of any Credit Party, between or among any Credit Party or the stockholders 
of any Credit Party. 

(x) Assuming the accuracy of the representations and warranties of 
the Lenders set forth in Section 3.3 of this Agreement and, in the case of each Credit 
Party, the representations and warranties of the other Credit Parties set forth in Section 
3.1 of this Agreement, no registration under the Securities Act is required for the offer 
and sale of the Securities and the Acquisition Notes under the Loan Documents. The 
issuance and sale of the Securities and the Acquisition Notes hereunder complies and 
will comply in all material respect with and does not and will not contravene the rules 
and regulations of the Principal Trading Markets. 

(y) Neither Tribute nor Parent is registered, and immediately after 
issuance of any Notes, neither Tribute nor Parent will be required to be registered as an 
"investment company" within the meaning of the Investment Company Act of 1940, as 
amended, under such Act. Borrower shall conduct its business in a manner so that it will 
not be required to be registered under the Investment Company Act of 1940, as 
amended. 

(z) Other than the Lenders or pursuant to the Transactions, no Person 
has any right to cause Parent or Tribute to effect the registration under the Securities Act 
of any securities of Borrower other than those securities which are currently registered 
on an effective registration statement on file with the Commission. 

(aa) From and after the Initial Funding Date, Parent's Common Shares 
shall be registered pursuant to Section 12(b) or 12(g) of the Exchange Act, and 
Borrower shall not have taken any action designed to terminate the registration of the 
Common Shares under the Exchange Act nor shall Borrower have received any 
notification that the Commission is contemplating terminating such registration. From 
and after the Initial Funding Date, Borrower will be in compliance with all listing and 
maintenance requirements of the Principal Trading Markets. 

(bb) None of Parent, Pozen or Tribute or, to Parent's, Pozen's or 
Tribute's knowledge, any person acting on behalf of Parent, Pozen or Tribute, has 
offered or sold any of the Securities by any form of "general solicitation" or "general 
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advertising", as such terms are used in Rule 502{c) of Regulation D under the Securities 
Act. 

(cc) Each Credit Party is in compliance in all material respects with all 
of the provisions of the Sarbanes-Oxley Act of 2002 which are applicable to it. Each 
Credit Party other than Parent has, and as of the Initial Funding Date Parent shall have 
established disclosure controls and procedures (as such term is defined in Rule 13a-15(e) 
and 15d-15(e) under the Exchange Act) for it and designed such disclosure controls and 
procedures to ensure that information required to be disclosed by it in the reports it files 
or submits under the Exchange Act is recorded, processed, summarized and reported, 
within the time periods specified in the Commission's rules and forms. Each Credit 
Party's other than Parent's certifying officers have, and as of the Initial Funding Date 
Parent's certifying officers shall have evaluated the effectiveness of the its disclosure 
controls and procedures as of the end of the period covered by its most recently filed 
periodic report under the Exchange Act (such date, the "Evaluation Date"). Each Credit 
Party presented in its most recently filed periodic report under the Exchange Act the 
conclusions of the certifying officers about the effectiveness of the disclosure controls 
and procedures based on their evaluations as of the Evaluation Date. Since the 
Evaluation Date, there have been no changes in Tribute's or Pozen's internal control 
over financial reporting (as such term is defined in the Exchange Act) that have 
materially affected, or are reasonably likely to materially affect, its internal controls over 
financial reporting. 

( dd) The charts depicting the pre and post merger organization 
structure for Parent and its Subsidiaries ("Organization Charts") and description of the 
proposed structure steps to effectuate the Transactions {"Transaction Steps") provided 
to Lenders on the Agreement Date are true, complete and accurate descriptions of the 
post merger organization structure of Parent and its Subsidiaries and the steps required 
to effectuate the Transactions. 

(ee) Assuming compliance with (i) that certain Agreement and Plan of 
Merger and Arrangement, dated as of June 8, 2015, as amended on August 19, 2015 and 
the date hereof (the "Merger Agreement"), by and among the Credit Parties and certain 
other parties thereto, (ii) that certain Amended and Restated Plan of Arrangement 
attached as Schedule II to the Merger Agreement (the "Plan of Arrangement") and (iii) 
this Agreement, upon issuance of the Parent Convertible Notes, the Parent Convertible 
Notes will have been duly and validly issued pursuant to an exemption from the 
registration requirements of the Securities Act as provided by Section 3(a)(10) thereof 
and will be exempt from the prospectus requirements of applicable Canadian securities 
laws. The first trade in Parent Convertible Notes and Conversion Shares will be exempt 
from the prospectus requirements of applicable Canadian securities laws subject to 
compliance with applicable Canadian securities laws at the time of resale. 

Section 3.2 Acknowledgment. Each Credit Party acknowledges that it has made the 
representations and warranties referred to in Section 3.1 with the intention of persuading the 
Lenders to enter into the Loan Documents and that the Lenders have entered into the Loan 
Documents on the basis of, and in full reliance on, each of such representations and warranties, 
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each of which shall survive the execution of this Agreement until the Obligations are paid in full 
and each representation or warranty related to the Conversion Shares shall be deemed to be 
continuously made at all times until the Obligations are paid in full. 

Section 3.3 Representations and Warranties of the Lenders. Each Lender, 
severally and not jointly, represents and warrants to Borrower and Parent as of the Agreement 
Date that: 

(a) Such Lender is duly organized and validly existing under the laws 
of the jurisdiction of its formation. 

(b) Each Loan Document to which it is a party has been duly 
authorized, executed and delivered by such Lender and constitutes the valid and legally 
binding obligation of such Lender, enforceable in accordance with its terms, except as 
such enforceability may be limited by (i) applicable insolvency, bankruptcy, 
reorganization, moratorium or other similar laws affecting creditors' rights generally, 
and (ii) applicable equitable principles (whether considered in a proceeding at law or in 
equity). 

(c) Such Lender has full power and authority to make the Loans and 
to enter into and perform its other obligations under each of the Loan Documents and 
carry out the other transactions contemplated thereby. 

(d) The Tribute Convertible Notes and the Conversion Shares to be 
issuable thereunder will be acquired for such Lender's own account, and not with a view 
to the resale or distribution of any part thereof in violation of the Securities Act, except 
pursuant to sales registered or in a transaction exempted under the Securities Act, and 
such Lender has no present intention of selling, granting any participation in, or 
otherwise distributing the same in violation of the Securities Act without prejudice, 
however, to such Lender's right at all times to sell or otherwise dispose of all or any part 
of such Securities in compliance with applicable federal and state securities laws. 
Nothing contained herein shall be deemed a representation or warranty by such Lender 
to hold the Securities for any period of time and such Lender reserves the right to 
dispose of the Securities at any time in accordance with or pursuant to a registration 
statement or an exemption under the Securities Act. 

(e) Such Lender can bear the economic risk and complete loss of its 
investment in the Securities and has such knowledge and experience in financial or 
business matters that it is capable of evaluating the merits and risks of the investment 
contemplated hereby. 

(f) Such Lender understands that the Tribute Convertible Notes and 
the Conversion Shares thereunder are characterized as "restricted securities" under the 
U.S. federal securities laws inasmuch as they are being acquired from Parent in a 
transaction not involving a public offering and that under such laws and applicable 
regulations such securities may be resold without registration under the Securities Act 
only in certain limited circumstances. 
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(g) Such Lender is an "accredited investor" as such term is defined in 
Regulation D promulgated under the Securities Act and National Instrument 45-106 -
Prospectus Exemptions promulgated by the Canadian Securities Administrators. 

ARTICLE4 

CONDITIONS OF DISBURSEMENT OF LOANS 

Section 4.1 Conditions to the Disbursement of Loans. The obligation of the 
Lenders to make the Initial Loans shall be subject to the fulfillment of the following conditions: 

(a) The Lenders shall have received sufficient copies of each Loan 
Document originally executed and delivered by each Credit Party and its Subsidiaries 
party thereto for each Lender; 

(b) The Lenders shall have received (i) sufficient copies of each 
Organization Document executed and delivered by each Credit Party and its 
Subsidiaries, as applicable, and, to the extent applicable, certified as of a recent date by 
the appropriate governmental official, for each Lender, each dated the Initial Funding 
Date or a recent date prior thereto; (ii) signature and incumbency certificates of the 
officers of such Person executing the Loan Documents to which it is a party; (iii) 
resolutions of the board of directors or other governing body of each Credit Party and its 
Subsidiaries approving and authorizing the execution, delivery and performance of this 
Agreement and the other Loan Documents to which it is a party or by which it or its 
assets may be bound , certified as of the Initial Funding Date by an authorized officer as 
being in full force and effect without modification or amendment; (iv) a good standing 
certificate (or appropriate comparable confirmation in the relevant jurisdiction) from the 
applicable Governmental Authority of each Credit Party and each of its Subsidiary's 
jurisdiction of incorporation, organization or formation and in each jurisdiction in which 
it is qualified as a foreign corporation or other entity to do business, and (v) such other 
documents as Lenders may reasonably request; 

( c) Each Credit Party and each of its Subsidiaries shall have obtained 
all Authorizations and all consents of other Persons, in each case that are necessary or 
advisable in connection with the transactions contemplated by the Arrangement 
Agreement, Loan Documents and the Equity Agreement and each of the foregoing shall 
be in full force and effect and in form and substance reasonably satisfactory to Lenders. 
All applicable waiting periods shall have expired without any action being taken or 
threatened by any competent authority which would restrain, prevent or otherwise 
impose adverse conditions on the transactions contemplated by the Arrangement 
Agreement, Loan Documents or the Equity Agreement or the financing thereof and no 
action, request for stay, petition for review or rehearing, reconsideration, or appeal with 
respect to any of the foregoing shall be pending, and the time for any applicable agency 
to take action to set aside its consent on its own motion shall have expired; 

( d) Lenders shall have received evidence of the compliance by Parent 
and its Subsidiaries of their obligations under the Security Documents (including, 
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without limitation, their obligations to authorize or execute, as the case may be, and 
deliver UCC financing statements, PPSA financing statements or equivalent foreign 
filings, originals of securities, instruments and chattel paper and any agreements 
governing deposit and/or securities accounts as provided therein and a duly executed 
authorization to pre-file UCC-1 financing statements, PPSA financing statements (or 
foreign equivalents), together with other documents as may be necessary to perfect the 
security interests purported to be created by the Security Documents; 

(e) Lenders shall have received opinions of counsel with respect to 
the creation and perfection of the security interests in favor of Lenders in such Collateral 
and such other matters governed by the laws of each jurisdiction in which Parent or any 
Subsidiary or any Collateral is located as Lenders may reasonably request, in each case 
in form and substance reasonably satisfactory to Lenders; 

(f) Lenders shall have received a certificate from Parent and each 
Subsidiary's insurance broker or other evidence satisfactory to it that all insurance 
required to be maintained pursuant to the Security Documents is in full force and effect, 
together with endorsements naming the Lenders as additional insureds and loss payees 
thereunder; 

(g) Lenders shall have received originally executed copies of the 
favorable written opinions of counsel for Parent and its Subsidiaries as to such matters 
as Lenders may reasonably request and otherwise in form and substance reasonably 
satisfactory to Lenders; 

(h) No Default or Event of Default shall have occurred; 

(i) All of the representations and warranties set forth in Section 3.1 
shall be true and correct as if made on the Initial Funding Date; 

G) Tribute shall have the status of a reporting issuer not in default 
immediately preceding the issue of the Tribute Convertible Notes and until the time the 
Plan of Arrangement is effected; 

(k) The Disbursement Condition shall have been satisfied; 

(l) The Common Shares shall have been listed on the Trading 
Market; 

(m) All conditions precedent to the Transactions set forth in the 
Equity Agreement and Arrangement Agreement shall have been satisfied and the 
Transactions contemplated thereby shall have been completed other than the filing of the 
Articles of Arrangement and the Certificate of Merger; 

(n) No Material Adverse Effect shall have occurred; 

(o) Each of the Employment Agreements shall have been executed 
and shall be in full force and effect; 
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(p) The Indebtedness of Tribute to SWK Funding LLC and any other 
Indebtedness incurred by Tribute shall be repaid in full out of the proceeds of the Initial 
Loans and Acquisition Loans on or prior to the Initial Funding Date (or shall have been 
otherwise repaid) and all Liens securing such Indebtedness released; 

(q) The final organizational structure of the Credit Parties shall be as 
set forth in the Organization Charts, with such modifications thereto as are consented to 
by the Required Lenders (such consent not to be unreasonably withheld or delayed) and 
the Transactions shall have been completed in accordance with the Transaction Steps, 
with such modifications thereto as are consented to by the Required Lenders (such 
consent not to be unreasonably withheld or delayed); and 

(r) No material modifications to the terms of the Arrangement 
Agreement and Plan of Arrangement attached as Schedule II thereunder, as provided in 
the Arrangement Agreement as in effect as of the date hereof, shall have occurred. 

Section 4.2 Condition to the Disbursement of Acquisition Loans. The obligation of 
the Lenders to make an Acquisition Loan shall be subject to the fulfillment of the following 
conditions: 

agree: 

(a) Lenders shall have received an Acquisition Loan Request and a 
certification by an authorized officer of Parent that the proposed acquisition is a 
Permitted Acquisition; 

(b) Lenders shall have received Acquisition Notes executed by Parent 
in the aggregate principal amount of the Acquisition Loan; 

(c) All conditions precedent to the closing of the Permitted 
Acquisition shall have been satisfied except for the funding of the purchase price with 
the proceeds of such Acquisition Loan; 

(d) No Default or Event of Default shall have occurred or would be 
created by such Permitted Acquisition; and 

( e) All of the representations and warranties in Section 3 .1 shall be 
true and correct as if made on the date of funding of each such Acquisition Loan. 

ARTICLES 

PARTICULAR COVENANTS AND EVENTS OF DEFAULT 

Section 5.1 Affirmative Covenants. Unless the Required Lenders shall otherwise 

(a) Parent shall and shall cause its Subsidiaries to maintain their 
existence and qualify and remain qualified to do their business as currently conducted, 
except for any merger or dissolution of a Subsidiary in accordance with Section 5.2(a) or 
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where the failure to maintain such qualification would not reasonably be expected to 
have a Material Adverse Effect. 

(b) Parent shall and shall cause its Subsidiaries to comply m all 
material respects with all Applicable Laws. 

(c) Parent shall obtain and shall cause its Subsidiaries to make and 
keep in full force and effect all Authorizations. 

(d) Parent shall promptly notify the Lenders of the occurrence of (i) 
any Default or Event of Default and (ii) any claims, litigation, arbitration, mediation or 
administrative or regulatory proceedings that are instituted or threatened against Parent 
or any of its Subsidiaries concurrently with any public disclosure of any such event, and 
(iii) each event which, at the giving of notice, lapse of time, determination of materiality 
or fulfillment of any other applicable condition (or any combination of the foregoing), 
would constitute an event of default (however described) under any Loan Document. 

(e) Each Credit Party will timely file with the SEC (subject to 
appropriate extensions made under Rule 12b-25 of the Exchange Act) any annual 
reports, quarterly reports and other periodic reports required to be filed pursuant to 
Section 13 or 15( d) of the Exchange Act ("SEC Reports"). 

(f) Parent shall, so long as any of the Convertible Notes are 
outstanding, take all action necessary to reserve and keep available out of its authorized 
and unissued capital stock, solely for the purpose of effecting the conversion of the 
Convertible Notes, the number of Common Shares issuable upon such conversion 
(without taking into account any limitations on the conversion of the Notes as set forth 
therein). 

(g) For so long as a Lender owns Notes or Common Shares, upon the 
request of such Lender, Borrower shall furnish any information reasonably requested by 
such Lender (and not generally available by reference to Parent's publicly available SEC 
filings) to confirm whether or not Borrower is a passive foreign investment company 
("PFIC") under the Code; provided, however, that Parent shall not be obligated to 
furnish any information that it has not already publicly disclosed. In addition, for each 
taxable year of Borrower during any portion of which the Notes are outstanding or any 
Lender holds Common Shares, Borrower shall make due inquiry of its tax advisors on 
an annual basis regarding its status as a PFIC and, if Borrower's tax advisors determine 
that Borrower became a PFIC for any such taxable year, shall notify each Lender in 
writing, of the determination that Borrower has become a PFIC for such taxable year by 
no later than 75 days following the close of such taxable year. With respect to (a) any 
taxable year in respect of which Borrower was determined to be a PFIC and (b) each 
subsequent taxable year during any part of which the Notes are outstanding or any 
Lender holds Common Shares, the Borrower shall promptly provide each Lender with 
all information that is required by a United States person holding Common Shares in 
order to make a valid election to treat the Borrower as a "qualified electing fund" for the 
purposes of the Code, including a "PFIC Annual Information Statement" as described in 
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Treasury Regulation section 1.1295-(l)(g)(l) (or any successor Treasury Regulation) 
and all representations and statements required by such Statement, and will take any 
other steps necessary to facilitate such election. The Borrower understands and agrees 
that time is of the essence in complying with the foregoing deadlines, and that any 
failure by the Borrower to so comply will be materially adverse to each Lender. Each 
Lender shall promptly respond to any written inquiry from the Borrower requesting the 
Lender to inform the Borrower whether it owns any Common Shares. 

(h) In the event that any Person becomes a Subsidiary of Parent, 
Parent shall (a) concurrently with such Person becoming a Subsidiary cause such 
Subsidiary to become a Guarantor hereunder and a Grantor under the Security 
Agreement, and (b) take all such actions and execute and deliver, or cause to be 
executed and delivered, all such documents, instruments, agreements, and certificates as 
are necessary to grant and to perfect a first priority Lien in favor of Lenders in any assets 
owned by such Person and in all equity interests of Parent in such Subsidiary. 

(i) The Parent shall provide, free from preemptive rights, out of the 
Parent's authorized but unissued shares or shares held in treasury, sufficient Common 
Shares to provide for conversion of the Convertible Notes held by the Lenders from time 
to time as such Convertible Notes are presented for conversion (assuming that at the 
time of computation of such number of Common Shares, all such Convertible Notes 
would be converted by Lenders into Conversion Shares without regard to any limitation 
on conversion). 

(j) The Parent covenants that it will cause all Common Shares issued 
upon conversion of the Convertible Notes held by the Lenders to be fully paid and free 
from all taxes, liens and charges with respect to the issue thereof. 

(k) The Parent will cause any Common Shares issuable under the 
Convertible Notes (whether upon conversion or otherwise) to be listed on whatever 
stock exchange(s) the Common Shares are listed, on the date a Lender becomes a record 
holder of such Common Shares. 

(l) Upon consummation of the Transactions, the Convertible Notes 
issuable hereunder by Tribute in substantially the form of Exhibit A-1 (the "Tribute 
Convertible Notes") shall, pursuant to the Plan of Arrangement attached as Schedule II 
to the Arrangement Agreement, automatically and without any action by any parties, be 
cancelled and deemed exchanged for the Convertible Notes issuable by Parent pursuant 
to the Plan of Arrangement attached as Schedule II to the Arrangement Agreement, in 
substantially the form of Exhibit A-2 (the "Parent Convertible Notes"). On the Initial 
Funding Date, the Parent shall deliver the Parent Convertible Notes to the Lenders. 
Upon consummation of the Transactions, the obligations of Tribute under this 
Agreement shall be automatically assumed by Parent without any further action, and the 
provisions of this Agreement shall be interpreted consistent with such assumption. 

(m) Notwithstanding anything set forth m the definition of Permitted 
Acquisition or elsewhere in this Agreement to the contrary, if any notice or information 
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required to be furnished contains material non-public information (any such notice or 
information, a "Public Notice"), the Borrower, instead of delivering such Public Notice 
to all the Lenders shall promptly deliver such Public Notice to each Lender that is not a 
Restricted Lender and promptly notify each Restricted Lender in writing or orally that 
Borrower desires to deliver to such Restricted Lender a Public Notice. Within five 
Business Days of receipt of such notification the Restricted Lender may either (i) refuse 
the delivery of such Public Notice, in which case Borrower's obligations with respect to 
such Public Notice and such Restricted Lender shall be deemed satisfied, or (ii) enter 
into good faith negotiations with the Parent to agree to the time period within which the 
Borrower will make the material non-public information contained in such Public Notice 
publicly available by including such information in a filing with the SEC. If Borrower 
and such Restricted Lender agree on such time period, the Borrower shall promptly 
deliver to such Restricted Lender such Public Notice and shall cause Parent to include 
the applicable material non-public information in a public filing with the SEC within 
such agreed to time period. The failure to agree on such time period will be deemed to 
satisfy Borrower's obligations with respect to such Public Notice and such Restricted 
Lender. 

(n) Tribute shall prepare and file a business acqms1t1on report with 
respect to the acquisition by Tribute of certain phannaceutical products from Novartis AG 
announced in the press release of Tribute dated October 2, 2014. 

(o) The Credit Parties covenant and agree that the Nijhawan Note (i) shall 
be repaid in full at or prior to maturity, or (ii) shall be converted into equity in accordance 
with its tem1s at or prior to maturity, without extension. 

Section 5.2 Negative Covenants. Unless the Required Lenders shall otherwise agree: 

(a) Parent shall not and shall not permit any Subsidiary to 
(i) liquidate, or be wound up provided that a Subsidiary may merge into Parent or any 
other Subsidiary, or (ii) enter into any merger, consolidation or reorganization, unless 
(x) Parent or a Subsidiary is the surviving corporation or, (y) subject to Section 5.3 and 
the terms of the Notes, if the survivor is a Person other than Parent or a Subsidiary, such 
Person assumes the Obligations of Borrower under this Agreement and the other Loan 
Documents. Parent shall not establish any Subsidiary unless such Subsidiary executes 
and delivers to the Lenders, a Guaranty and the Security Documents in form acceptable 
to the Lenders and takes all steps necessary to create and perfect a first priority Lien in 
favor of Lenders on all of its assets and Parent takes all steps necessary to create and 
perfect a first priority Lien in favor of Lenders in all equity interests in such Subsidiary; 

(b) Parent shall not and shall not permit any Subsidiary to (i) enter 
into any partnership, joint venture, syndicate, pool, profit-sharing or royalty agreement 
or other combination, or engage in any transaction with an Affiliate (other than a 
Subsidiary), whereby its income or profits are or might be, shared with another Person 
(other than a Subsidiary), (ii) enter into any management contract or similar agreement 
whereby a substantial part of its business is managed by another Person; or (iii) make 
any cash dividend or distribute, or permit the dividend or distribution of, any of its 
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assets, including its intangibles, to any of its shareholders in such capacity or its 
Affiliates (other than a Subsidiary) (except for distributions in which Lenders participate 
pursuant to the provisions of the Notes); provided, however, that Parent or any 
Subsidiary may enter into Excluded Transactions; 

( c) Parent shall not and shall not permit any Subsidiary to (i) create, 
incur or suffer any Lien upon any of its assets, except Permitted Liens, or (ii) assign, 
sell, transfer or otherwise dispose of, any Loan Document or its rights and obligations 
thereunder; 

( d) Parent shall not and shall not permit any Subsidiary to create, 
incur, assume, guarantee or be liable with respect to any Indebtedness, except for 
Permitted Indebtedness; 

( e) Parent shall not and shall not permit any Subsidiary to acquire any 
assets (i) (other than Permitted Acquisitions (after disregarding, solely for purposes of 
this Section 5.2(e), the requirements set forth in clause (vii) of the definition of 
Permitted Acquisition) and (ii) other than assets acquired in the ordinary course of 
business, directly or indirectly, in one or more related transactions, for a consideration, 
in cash or other property (valued at its fair market value) not greater than $1,000,000; 

(f) Parent shall not and shall not permit any Subsidiary to sell or 
otherwise transfer the products being developed or sold by Parent or any Subsidiary or 
any material assets associated therewith, other than in Excluded Transactions; and 

(g) Parent shall not issue any equity securities (i) senior to its 
common shares or (ii) convertible or exercisable for equity securities senior to its 
common shares. 

Section 5.3 Major Transaction. The Borrower shall give the Lenders notice of a 
Major Transaction at least thirty (30) days prior to the consummation thereof but in any event not 
later than five (5) business days following the first public announcement thereof. Each Lender, 
within the Major Transaction Conversion Period (as defined in the Convertible Notes), in the 
exercise of its sole discretion, may deliver a notice to the Parent (the "Put Notice"), that either or 
both of the Parent Convertible Notes and Acquisition Notes shall be due and payable in cash 
(collectively, the "Major Transaction Payment"). If any of the Lenders deliver a Put Notice, then 
simultaneously with consummation of such Major Transaction, the Parent shall make such Major 
Transaction Payment to each such Lender. The Parent shall not consummate any Major 
Transaction without complying with the provisions of this Section 5.3. 

Section 5.4 General Acceleration Provision upon Events of Default. If one or more 
of the events specified in this Section 5.4 shall have happened and be continuing beyond the 
applicable cure period (each, an "Event of Default"), the Required Lenders, by written notice to 
the Borrower (an "Acceleration Notice"), may declare the principal of, and accrued and unpaid 
interest on, all of the Notes or any part of any of them (together with any other amounts accrued 
or payable under the Loan Documents) to be, and the same shall thereupon become, immediately 
due and payable, without any further notice and without any presentment, demand, or protest of 
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any kind, all of which are hereby expressly waived by the Borrower, and take any further action 
available at law or in equity, including, without limitation, the sale of the Loan and all other 
rights acquired in connection with the Loan: 

(a) The Borrower shall have failed to make payment of (i) principal 
when due, or (ii) interest or any other amounts due under the Notes or any other 
Obligations within five (5) Business Days of their due date. 

(b) (i) Any Credit Party shall have failed to comply with the due 
observance or performance of any covenant contained in this Agreement (other than the 
covenant described in (a) above or as otherwise expressly provided in this Section 5.4) 
or in the other Loan Documents and such default is not remedied by the Borrower or 
waived by the Lenders within fifteen (15) days (inclusive of any extension periods or 
cure periods contained in any such covenant or provided by Applicable Laws) after the 
earlier of (A) receipt by any Credit Party of notice from the Lenders of such default, or 
(B) actual knowledge of any Credit Party of such default. 

( c) Any representation or warranty made by any Credit Party or any 
of its Subsidiaries in any Loan Document shall be incorrect, false or misleading in any 
material respect (except to the extent that such representation or warranty is qualified by 
reference to materiality or Material Adverse Effect, to which extent it shall be incorrect, 
false or misleading in any respect) as of the date it was made or deemed made. 

( d) (i) Any Credit Party or any of its Subsidiaries shall generally be 
unable to pay its debts as such debts become due or be deemed to be unable to pay its 
debts, or shall admit in writing its inability to pay its debts as they come due or shall 
make a general assignment for the benefit of creditors; (ii) any Credit Party or any of its 
Subsidiaries shall declare a moratorium on the payment of its debts; (iii) the 
commencement by any Credit Party or any of its Subsidiaries of proceedings to be 
adjudicated bankrupt or insolvent, or the consent by it to the commencement of 
bankruptcy or insolvency proceedings against it, or the filing by it of a petition or 
answer or consent seeking reorganization, examinership, intervention or other similar 
relief under any applicable law, or the consent by it to the filing of any such petition or 
to the appointment of an intervenor, receiver, receiver-manager, liquidator, assignee, 
trustee, sequestrator, examiner (or other similar official) of all or substantially all of its 
assets; (iv) the commencement against any Credit Party or any of its Subsidiaries of a 
proceeding in any court of competent jurisdiction under any bankruptcy or other 
applicable law (as now or hereafter in effect) seeking its liquidation, winding up, 
dissolution, reorganization, examinership, arrangement, adjustment, or the appointment 
of an intervenor, receiver, receiver-manager, liquidator, assignee, trustee, sequestrator, 
examiner (or other similar official), and any such proceeding shall continue 
undismissed, or any order, judgment or decree approving or ordering any of the 
foregoing shall continue unstayed or otherwise in effect, for a period of forty five (45) 
days; (v) the making by any Credit Party or any of its Subsidiaries of an assignment for 
the benefit of creditors, or the admission by it in writing of its inability to pay its debt 
generally as they become due; or (vi) any other event shall have occurred which under 
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any applicable law would have an effect analogous to any of those events listed above in 
this subsection. 

(e) One or more judgments against any Credit Party or any 
Subsidiary or attachments against any of their respective property, which in the 
aggregate exceed $1,000,000 (net of any anticipated insurance proceeds), and such 
judgment(s) remains unpaid, unstayed on appeal, undischarged, unbonded or 
undismissed for a period of thirty (30) days from the date of entry of such judgment. 

(f) Any Authorization held by any Credit Party or any of its 
Subsidiaries shall have been suspended, cancelled or revoked, and such suspension, 
cancellation or revocation would reasonably be expected to have a Material Adverse 
Effect. 

(g) Any Authorization necessary for the execution, delivery or 
performance of any Loan Document or for the validity or enforceability of any of the 
Obligations is not given or is withdrawn or ceases to remain in full force or effect. 

(h) There is a failure to perform under any agreement to which any 
Credit Party is a party resulting in the acceleration by a third party of the maturity of any 
Indebtedness in an amount in excess of $5,000,000. 

(i) The validity of any Loan Document shall be contested by any 
Credit Party or any Subsidiary, or any Applicable Law shall purport to render any 
material provision of any Loan Document invalid or unenforceable or shall purport to 
prevent or materially delay the performance or observance by any Credit Party of the 
Obligations. 

(j) The Common Shares of Parent cease to be listed on the Principal 
Trading Markets or the Common Shares cease to be registered under Section 12 of the 
Exchange Act. 

(k) The occurrence of a Conversion Failure. 

Section 5.5 Automatic Accelerntion on Dissolution or Bankruptcy. 
Notwithstanding any other provisions of this Agreement, if an Event of Default under 
Section 5.4(d) shall occur, the principal of the Notes (together with any other amounts accrued or 
payable under this Agreement) shall thereupon become immediately due and payable without 
any presentment, demand, protest or notice of any kind, all of which are hereby expressly waived 
by the Borrower. 

Section 5.6 Recovery of Amounts Due. If any amount payable hereunder is not paid 
as and when due, the Borrower hereby authorizes the Lenders to proceed, to the fullest extent 
permitted by applicable law, without prior notice, by right of set-off, banker's lien or 
counterclaim, against any moneys or other assets of any Credit Party to the full extent of all 
amounts payable to the Lenders. 
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ARTICLE6 

MISCELLANEOUS 

Section 6.1 Lender· Agreement. Each of the Lenders agrees that, for a period from 
the date hereof and ending on the earlier of (i) Closing (as defined in the Arrangement 
Agreement), (ii) termination of the Arrangement Agreement, and (iii) April 30, 2016, it shall not 
short the securities of Pozen or Tribute. In addition, each Lender further agrees that during the 
ten (10) days immediately preceding the Closing (as defined in the Arrangement Agreement) it 
shall not trade in the securities of either Pozen or Tribute. 

Section 6.2 Notices. Any notices required or permitted to be given under the terms 
hereof shall be sent by certified or registered mail (return receipt requested) or delivered 
personally or by courier (including a recognized overnight delivery service) or by facsimile or by 
electronic mail and shall be effective five (5) days after being placed in the mail, if mailed by 
regular United States mail, or upon receipt, if delivered personally or by courier (including a 
recognized overnight delivery service) or by facsimile, or when received by electronic mail in 
each case addressed to a party. The addresses for such communications shall be: 

If to Credit Parties: 

Aralez Pharmaceuticals Inc. 
Suite 6000 - 100 King St. West 
Toronto, Ontario M5X 1E2 
Attention: President 

With a copy (which shall not constitute notice) to: 

DLA Piper LLP (US) 
51 John F. Kennedy Parkway 
Short Hills, New Jersey 07078-2704 
Fax: (973) 520-2573 
Email: Andrew. gilbert@dlapi per. com 
Attn: Andrew Gilbert 

With a copy (which shall not constitute notice) to: 

Tribute Pharmaceuticals Canada Inc. 
151 Steel es Ave. East 
Milton, Ontario, Canada L9Tl Yl 
Fax: (519) 434-4382 
Email: rob.harris@tributepharma.com 
Attn: Robert Harris, President and Chief Executive Officer 
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If to the Lenders: 

Deerfield Management Company, L.P. 
780 Third A venue, 3 ih Floor 
New York, NY 10017 
Fax: (212) 599-3075 
Email: dclark@deerfield.com 
Attn: David J. Clark 

With a copy (which shall not constitute notice) to: 

Katten Muchin Rosenman LLP 
575 Madison Avenue 
New York, New York 10022 
Fax: (212) 940-8776 
Email: mark.fisher@kattenlaw.com 
Attn: Mark I. Fisher, Esq. 

Section 6.3 Waiver of Notice. Whenever any notice is required to be given to the 
Lenders or the Borrower under any of the Loan Documents, a waiver thereof in writing signed 
by the person or persons entitled to such notice, whether before or after the time stated therein, 
shall be deemed equivalent to the giving of such notice. 

Section 6.4 Reirnbm·sernent of Legal and Other Expenses. If any amount owing to 
the Lenders under any Loan Document shall be collected through enforcement of this 
Agreement, any Loan Document or restructuring of the Loan in the nature of a work-out, 
settlement, negotiation, or any process of law, or shall be placed in the hands of third Persons for 
collection, the Borrower shall pay (in addition to all monies then due in respect of the Loan or 
otherwise payable under any Loan Document) all reasonable and documented external attorneys' 
and other fees and out-of-pocket expenses incurred in respect of such collection. 

Section 6.5 Governing Law. All questions concerning the construction, validity, 
enforcement and interpretation of this Agreement shall be governed by and construed and 
enforced in accordance with the laws of the State of Delaware applicable to contracts made and 
to be performed in such State. Each party agrees that all legal proceedings concerning the 
interpretations, enforcement and defense of the transactions contemplated by this Agreement 
(whether brought against a party hereto or its respective affiliates, directors, officers, 
shareholders, employees or agents) shall be commenced exclusively in the state and federal 
courts sitting in the State of Delaware. Each party hereby irrevocably submits to the exclusive 
jurisdiction of the state and federal courts sitting in the State of Delaware for the adjudication of 
any dispute hereunder or in connection herewith or with any transaction contemplated hereby or 
discussed herein, and hereby irrevocably waives, and agrees not to assert in any suit, action or 
proceeding, any claim that it is not personally subject to the jurisdiction of any such court, that 
such suit, action or proceeding is improper or is an inconvenient venue for such proceeding. 
Each party hereby irrevocably waives personal service of process and consents to process being 
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served in any such suit, action or proceeding by mailing a copy thereof via registered or certified 
mail or overnight delivery (with evidence of delivery) to such party at the address in effect for 
notices to it under this Agreement and agrees that such service shall constitute good and 
sufficient service of process and notice thereof. Nothing contained herein shall be deemed to 
limit in any way any right to serve process in any other manner permitted by law. The parties 
hereby waive all rights to a trial by jury. 

Section 6.6 Successors and Assigns. This Agreement shall bind and inure to the 
respective successors and assigns of the Parties, except that (a) a Credit Party may not assign or 
otherwise transfer all or any part of its rights under the Loan Documents without the prior written 
consent of the Required Lenders, and (b) a Lender may assign its Notes upon three (3) days prior 
notice to Borrower. Upon a Lender's assignment of a Note such Lender shall provide notice of 
the transfer to Borrower for recordation in the Register pursuant to Section 1.4. Upon receipt of 
a notice of a transfer of an interest in a Note, Borrower shall record the identity of the transferee 
and other relevant information in the Register and the transferee shall (to the extent of the 
interests transferred to such transferee) have all the rights and obligations of, and shall be 
deemed, a Lender hereunder. Upon consummation of the Transactions, Tribute shall be deemed 
to have assigned its rights and obligations under this Agreement and the other Loan Documents 
to Parent and Parent shall be deemed to have assumed all of the rights and obligations of Tribute 
under this Agreement and the other Loan Documents. 

Section 6. 7 Entire Agreement. The Loan Documents and the Equity Agreement 
contain the entire understanding of the Parties with respect to the matters covered thereby and 
supersede any and all other written and oral communications, negotiations, commitments and 
writings with respect thereto. The provisions of this Agreement may be waived, modified, 
supplemented or amended only by an instrument in writing signed by the authorized officer of 
each Party. 

Section 6.8 Severability. If any provision of this Agreement shall be invalid, illegal 
or unenforceable in any respect under any law, the validity, legality and enforceability of the 
remaining provisions shall not in any way be affected or impaired thereby. 

Section 6.9 Counterparts. This Agreement may be executed in several counterparts, 
and by each Party on separate counterparts, each of which and any photocopies and facsimile 
copies thereof shall be deemed an original, but all of which together shall constitute one and the 
same agreement. 

Section 6.10 Survival. 

(a) This Agreement and all agreements, representations and 
warranties made in the Loan Documents, and in any document, certificate or statement 
delivered pursuant thereto or in connection therewith shall be considered to have been 
relied upon by the other Parties and shall survive the execution and delivery of this 
Agreement and the making of the Loan hereunder regardless of any investigation made 
by any such other Party or on its behalf, and shall continue in force until all amounts 
payable under the Loan Documents shall have been fully paid in accordance with the 
provisions thereof, and the Lenders shall not be deemed to have waived, by reason of 
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making the Loans, any Event of Default that may arise by reason of such representation 
or warranty proving to have been false or misleading, notwithstanding that the Lenders 
may have had notice or knowledge of any such Event of Default or may have had notice 
or knowledge that such representation or warranty was false or misleading at the time 
the Loans were made. 

(b) The obligations of the Borrower under Sections 1.4 and 2.6 and 
the obligations of the Borrower and the Lenders under this Article 6 shall survive and 
remain in full force and effect regardless of the consummation of the transactions 
contemplated hereby, the repayment of the Loans, or the termination of this Agreement 
or any provision hereof 

(c) Notwithstanding anything in this Agreement to the contrary, in 
the event that the Arrangement Agreement is terminated prior to completion of the 
transactions contemplated thereby, Tribute shall be released from all of its obligations 
under this Agreement and this Agreement shall terminate as to Tribute. 

Section 6.11 No Waivel'. Neither the failure of, nor any delay on the part of, any Party 
in exercising any right, power or privilege hereunder, or under any agreement, document or 
instrument mentioned herein, shall operate as a waiver thereof, nor shall any single or partial 
exercise of any right, power or privilege hereunder, or under any agreement, document or 
instrument mentioned herein, preclude other or further exercise thereof or the exercise of any 
other right, power or privilege; nor shall any waiver of any right, power, privilege or default 
hereunder, or under any agreement, document or instrument mentioned herein, constitute a 
waiver of any other right, power, privilege or default or constitute a waiver of any default of the 
same or of any other term or provision. No course of dealing and no delay in exercising, or 
omission to exercise, any right, power or remedy accruing to the Lenders upon any default under 
this Agreement, or any other agreement shall impair any such right, power or remedy or be 
construed to be a waiver thereof or an acquiescence therein; nor shall the action of the Lenders in 
respect of any such default, or any acquiescence by it therein, affect or impair any right, power or 
remedy of the Lenders in respect of any other default. All rights and remedies herein provided 
are cumulative and not exclusive of any rights or remedies otherwise provided by law. 

Section 6.12 Indemnity. 

(a) Each Credit Party (excluding Tribute prior to the closing of the 
transactions contemplated by the Arrangement Agreement) shall, at all times, indemnify 
and hold each Lender harmless (the "Indemnity") and each of their respective directors, 
partners, officers, employees, agents, counsel and advisors (each, an "Indemnified 
Person") in connection with any losses, claims (including the reasonable attorneys' fees 
incurred in defending against such claims), damages, liabilities, penalties, or other 
expenses arising out of, or relating to, the Loan Documents, the extension of credit 
hereunder or the Loans or the use or intended use of the Loans, which an Indemnified 
Person may incur or to which an Indemnified Person may become subject (each, a 
"Loss"). The Indemnity shall not apply to the extent that a court or arbitral tribunal of 
competent jurisdiction issues a final judgment that such Loss resulted from the gross 
negligence or willful misconduct of the Indemnified Person. The Indemnity is 
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independent of and in addition to any other agreement of any Credit Party under any 
Loan Document to pay any amount to the Lenders, and any exclusion of any obligation 
to pay any amount under this subsection shall not affect the requirement to pay such 
amount under any other section hereof or under any other agreement. This Section 6.12 
shall not apply with respect to Taxes (which are governed by Section 2.6) other than any 
Taxes that represent losses, claims or damages arising from any non-Tax claim. 

(b) Promptly after receipt by an Indemnified Person under this 
Section 6.12 of notice of the commencement of any action (including any governmental 
action), such Indemnified Person shall, if a Loss in respect thereof is to be made against 
the indemnifying person under this Section 6.12, deliver to Borrower a written notice of 
the commencement thereof, and Borrower shall have the right to participate in, and, to 
the extent Borrower so desires, to assume control of the defense thereof with counsel 
mutually satisfactory to Borrower and the Indemnified Person, as the case may be. 

(c) An Indemnified Person shall have the right to retain its own 
counsel with the documented reasonable fees and out-of-pocket expenses to be paid by 
the indemnifying person, if, in the reasonable opinion of counsel for the Indemnified 
Person, the representation by such counsel of the Indemnified Person and Borrower 
would be inappropriate due to actual or potential differing interests between such 
Indemnified Person and any other party represented by such counsel in such proceeding. 
Credit Parties shall pay for only one separate legal counsel for the Indemnified Persons. 
The failure of an Indemnified Person to deliver written notice to the Borrower within a 
reasonable time of the commencement of any such action shall not relieve Credit Parties 
of any liability to the Indemnified Person under this Section 6.12, except to the extent 
that Credit Parties are actually prejudiced in its ability to defend such action. The 
indemnification required by this Section 6.12 shall be made by periodic payments of the 
amount thereof during the course of the investigation or defense, as such expense, loss, 
damage or liability is incurred and is due and payable. 

Section 6.13 No Usury. The Loan Documents are hereby expressly limited so that in 
no contingency or event whatsoever, whether by reason of acceleration or otherwise, shall the 
amount paid or agreed to be paid to the Lenders for the Loan exceed the maximum amount 
permissible under applicable law. If from any circumstance whatsoever fulfillment of any 
provision hereof, at the time performance of such provision shall be due, shall involve 
transcending the limit of validity prescribed by law, then, ipso facto, the obligation to be fulfilled 
shall be reduced to the limit of such validity, and if from any such circumstance the Lenders shall 
ever receive anything which might be deemed interest under applicable law, that would exceed 
the highest lawful rate, such amount that would be deemed excessive interest shall be applied to 
the reduction of the principal amount owing on account of the Loans, or if such deemed 
excessive interest exceeds the unpaid balance of principal of the Loans, such deemed excess 
shall be refunded to the Borrower. All sums paid or agreed to be paid to the Lenders for the 
Loan shall, to the extent permitted by applicable law, be deemed to be amortized, prorated, 
allocated and spread throughout the full term of the Loans until payment in full so that the 
deemed rate of interest on account of the Loans is uniform throughout the term thereof. Except 
as set forth in Section 2.10, the terms and provisions of this Section shall control and supersede 
every other provision of this Agreement and the Notes. 
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Section 6.14 Several Obligations. The obligations of the Lenders under the Loan 
Documents shall be several and not joint. 

Section 6.15 Further Assurances. Each Credit Party covenants and agrees to take all 
necessary action to consummate the transactions contemplated by this Agreement and to fulfill 
all requirements to the Initial Loans set forth in Section 4.1, including the execution and delivery 
of the Convertible Notes, contemporaneous with the closing of the Transactions. From time to 
time, the Borrower shall perform any and all acts and execute and deliver to the Lenders such 
additional documents as may be necessary or as requested by the Lenders to carry out the 
purposes of any Loan Document or any or to preserve and protect the Lenders' rights as 
contemplated therein. 

Section 6.16 Judgment Currency. To the extent permitted by applicable law, the 
obligations of any Credit Party in respect of any amount due under this Agreement shall, 
notwithstanding any payment in any other currency (the "Other Currency") (whether pursuant to 
a judgment or otherwise), be discharged only to the extent of the amount in the currency in 
which it is due (the "Agreed Currency") that Lenders may purchase with the sum paid in the 
Other Currency (after any premium and costs of exchange) on the Business Day immediately 
after the day on which Lender receives the payment. If the amount in the Agreed Currency that 
may be so purchased for any reason falls short of the amount originally due, the Credit Parties 
shall pay all additional amounts, in the Agreed Currency, as may be necessary to compensate for 
the shortfall. Any obligation of a Credit Party not discharged by that payment shall, to the extent 
permitted by applicable law, be due as a separate and independent obligation and, until 
discharged as provided in this Section 6.16, continue in full force and effect. 

Section 6.17 Amendment and Restatement; Costs of Amendment and Restatement. 
This Agreement is an amendment and restatement of and is in substitution and replacement for 
the Original Facility Agreement. The costs and expenses of the Amended and Restated Facility 
Agreement, dated as of October 29, 2015 and this Agreement, including all costs incurred by the 
Lenders in connection therewith and herewith, shall be joint and several obligations of the Credit 
Parties (excluding Tribute prior to the closing of the transactions contemplated by the 
Arrangement Agreement) and shall be in addition to the obligation of the Credit Parties pursuant 
to Section 2. 7. The provisions of this Section 6.17 are without prejudice to the obligations of the 
Credit Parties under Section 2.6. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the Lenders and the Credit Parties have caused this 
Agreement to be duly executed as of the date first written above. 

CREDIT PARTIES: 

By: 
---~--~-~~-~-

Name: Adrian Adams 
Title: Chief Executive Officer 

TRIBUTE PHARMACEUTICALS CANADA INC. 

By: __________ _ 

Name: Scott Langille 
Title: Chief Financial Officer 

LENDERS: 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 
By: Deerfield Mgmt III, L.P., General Partner 
By: J.E. Flynn Capital III, LLC, General Partner 

By:·-------------
Name: David J. Clark 
Title: Authorized Signatory 

DEERFIELD INTERNATIONAL MASTER FUND, L.P. 
By: Deerfield Mgmt, L.P., General Partner 
By: J.E. Flynn Capital, LLC, General Partner 

By:~-~~~----~~·~--
Name: David J. Clark 
Title: Authorized Signatory 

lSecond Amended and Restated facilily Agreement] 



IN WITNESS WHEREOF, the Lenders and the Credit Parties have caused this 
Agreement to be duly executed as of the date first written above. 

CREDIT PARTIES: 

ARALEZ PHARMACEUTICALS INC. 

By: ___________ _ 

Name: Andrew Koven 
Title: President 

POZENINC. 

By: kMa~ 
Name: Adrian Adams 
Title: Chief Executive Officer 

TRIBUTE PHARMACEUTICALS CANADA INC. 

By:~~~~~~~~~~~~-
Narne: Scott Langille 
Title: Chief Financial Officer 

LENDERS: 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 
By: Deerfield Mgmt Ill, L.P .• General Partner 
By: J.E. Flynn Capital III, LLC, General Pa11ner 

By:~~~~~~~~~~~~~~~ 
Name: David J. Clark 
Title: Authorized Signatory 

DEERFIELD INTERNATIONAL MASTER FUND, L.P. 
By: Deerfield Mgmt, L.P., General Partner 
By: J.E. Flynn Capital, LLC, General Partner 

By:~~~~~~~~~~~~~~-
Name: David J. Clark 
Title: Authorized Signatory 

lSecond Amended and Restated Facility Agreement] 



IN WITNESS WHEREOF, the Lenders and the Credit Parties have caused this 
Agreement to be duly executed as of the date first written above. 

CREDIT PARTIES: 

ARALEZ PHARMACEUTICALS INC. 

By:._~~~~~~~~~-
Name: Andrew Koven 
Title: President 

POZENINC. 

By:·-------~--~ 
Name: Adrian Adams 
Title: Chief Executive Officer 

LENDERS: 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 
By: Deerfield Mgmt III, L.P., General Partner 
By: J.E. Flynn Capital III, LLC, General Partner 

By: ____________ _ 
Name: David J. Clark 
Title: Authorized Signatory 

DEERFIELD INTERNATIONAL MASTER FUND, L.P. 
By: Deerfield Mgmt, L.P., General Partner 
By: J.E. Flynn Capital, LLC, General Partner 

By=-------~-----
Name: David J. Clark 
Title: Authorized Signatory 

(Second Amended and Restated Facility Agreement) 



IN WITNESS WHEREOF, the Lenders and the Credit Parties have caused this 
Agreement to be duly executed as of the date first written above. 

CREDIT PARTIES: 

ARALEZ PHARMACEUTICALS INC. 

By: ___________ _ 

Name: Andrew Koven 
Title: President 

POZENINC. 

By: 
~~~~~~~~~~~~~ 

Name: Adrian Adams 
Title: Chief Executive Officer 

TRIBUTE PHARMACEUTICALS CANADA INC. 

By:~~~-----~-~ 
Name: Scott Langille 
Title: Chief Financial Officer 

LENDERS: 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 
By: Deerfie]d Mgmt III, L.P., General Partner 
By: J.E. Flynn Capital III, LLC, General Pai1ner 

By:M4~/,-&d 
Name: David J. Clark 

Title: Authorized Signatory 

DEERFIELD INTERNATIONAL MASTER FUND, L.P. 
By: Deerfield Mgn1t, L.P., General Partner By: J.~ Capital, LLC, General Partner 

By:~4,!);: &Ai 
Name: David J. Clark 

Title: Authorized Signatory 

l Second Amended and Restated Facility Agreement] 



DEERFIELD PARTNERS, L.P. 
By; Deerfield Mgmt, L.P ., General Partner 
By: J.E. Flynn Capital, LLC, General Partner 

By:~/(!/J 
Nam~/ 
Title: Authorized Signatory 

[Second Amended and Restated Facility Agreement] 





EXECUTION COPY 

AMENDMENT TO SECOND AMENDED AND RESTATED FACILITY AGREEMENT 

AMENDMENT TO SECOND AMENDED AND RESTATED FACILITY 
AGREEMENT (this "Amendment"), dated as of October 3, 2016, by and among ARALEZ 
PHARMACEUTICALS, INC. ("Parent"), POZEN, INC., TRIBUTE PHARMACEUTICALS 
CANADA, INC. ("Credit Parties"), DEERFIELD PRIVATE DESIGN FUND III, L.P., 
DEERFIELD INTERNATIONAL MASTER FUND, L.P., and DEERFIELD PARTNERS, L.P. 
(collectively referred to as the "Lenders" and together with the Credit Parties, the "Parties"). 

RECITALS: 

A. Credit Parties and Lenders have entered into that certain Second Amended and 
Restated Facility Agreement dated as of December 7, 2015 (as the same has been and may 
hereinafter be amended, modified, restated or otherwise supplemented from time to time, 
including, but not limited to, by those certain Limited Consents between Lenders and Credit 
Parties dated as of September 6, 2016 and October 3, 2016, respectively, the "Facility 
Agreement"). 

B. Credit Parties desire to enter into this Amendment to modify certain provisions 
thereof. 

C. The Lenders party hereto, constituting the Required Lenders, are willing to amend 
the Facility Agreement on the terms and conditions set forth herein. 

NOW, THEREFORE, in consideration of the mutual agreements contained herein, the 
Parties agree as follows: 

1. Defined Terms. Capitalized terms used herein which are defined in the Facility 
Agreement or other Loan Documents, unless otherwise defined herein, shall have the meanings 
ascribed to them in the Facility Agreement and the other Loan Documents. The Recitals to this 
Amendment are incorporated herein in their entirety by this reference thereto. 

2. Amendments to Facility Agreement. Upon the satisfaction of the conditions set 
forth in Section 3 of this Amendment (the "First Amendment Effective Date") the Facility 
Agreement is hereby amended as follows: 

a. Section 1.1 of the Facility Agreement is hereby amended to add the 
following new defined terms: 

"Limited Consents" means the Limited Consents between Credit Parties 
and Lenders dated as of September 6, 2016 and October 3, 2016, respectively. 

"Permitted Acquisition Loans" shall have the meaning ascribed to it in the 
Limited Consents. 

1. 
121839172 10 



18207029 .11 

b. The Facility Agreement is hereby amended to provide that, 
notwithstanding anything contained in the Facility Agreement or any other Loan Document to 
the contrary, if the Lenders have made Permitted Acquisition Loans: 

(i) Credit Parties shall, no earlier than fifteen (15) days, and no later than 
ten (10) days, prior to Parent's filing with the SEC of any periodic report on Form 10-Q or Form 
10-K that first contains Parent's financial results for any fiscal quarter (the "Filing Date"), 
commencing with the second full fiscal quarter ending after the funding of the Permitted 
Acquisition Loans (the quarter ending June 30, 2017), deliver to Lenders a certificate, executed 
by the Chief Financial Officer of Parent (each, a "Parent Certificate"), certifying on a 
confidential basis (A) that Parent has calculated the Specified Revenue and (commencing with 
the fiscal quarter ending September 30, 2018) Post-Acquisition EBITDA (each in accordance 
with the respective definitions thereof as set forth below) for the six-month period ending on the 
last day of such fiscal quarter, based on and appropriately derived from preliminary financial 
statements for the applicable fiscal quarters, prepared in accordance with GAAP consistent with 
past practice, and the Specified Revenue and (if applicable) Post-Acquisition EBITDA are 
appropriately derived therefrom; (B) as to whether there has been a Post-Acquisition Condition 
Failure (as defined below) for such six-month period and (C) the anticipated Filing Date. Parent 
shall promptly notify the Lenders if any subsequent change to such preliminary financial 
statements or the information derived therefrom would result in a Post-Acquisition Condition 
Failure. Upon the request of any of the Required Lenders, Parent shall promptly furnish to the 
Lenders such information (including, without limitation, Parent's calculations of the Specified 
Revenue and (if applicable) Post-Acquisition EBITDA, along with support therefor, for the 
applicable six-month period) as the Required Lenders may reasonably request for the purpose of 
verifying the accuracy (or determining the inaccuracy) of Parent's determination as to whether 
there has been a Post-Acquisition Condition Failure as set forth in the Parent Certificate. For 
purposes hereof, (x) "Post-Acquisition EBITDA" for any six-month period ending on a fiscal 
quarter end shall mean Adjusted EBITDA (as defined in the Facility Agreement, but calculated 
without giving effect to clause (D) of such definition) for such six-month period; provided that, 
for purposes hereof, all references to Test Period in the definition shall be deemed to mean such 
six-month period; and (y) "Specified Revenue" for any six-month period ending on a fiscal 
quarter end shall mean the Net Sales (as defined in the Asset Purchase Agreement, dated as of 
October 3, 2016, by and among AstraZeneca AB, Aralez Pharmaceuticals Trading DAC and 
Parent (the "AZ Purchase Agreement"), but including only the Net Sales of the Credit Parties), 
as derived from the applicable Net Sales Statements delivered pursuant to the AZ Purchase 
Agreement, together with any license fees, royalty amounts or similar payments that are received 
by the Credit Parties from any AG Selling Entities and Selling Entities that are not Credit Parties 
and are directly attributable to the license thereto of the Product and/or the Authorized Generic 
Product for distribution thereby, during the fiscal quarters included in such six-month period, as 
contained in Parent's periodic reports filed with the SEC. Each Lender agrees to maintain the 
confidentiality of any information that is contained in any Parent Certificate and which has not 
been publicly disclosed, provided that the Company timely files its periodic reports with the SEC 
and complies with its disclosure obligations set forth below. 

(ii) In the event that (A) (x) as of the end of the second full fiscal quarter 
of Parent ending after the funding of Permitted Acquisition Loans (i.e., the quarter ending June 
30, 2017) or as of the end of any fiscal quarter thereafter, Specified Revenue with respect to such 
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six-month period is less than $17,500,000 and (y) commencing with the seventh full fiscal 
quarter of Parent ending after the funding of Permitted Acquisition Loans (i.e., the quarter 
ending September 30, 2018), as of the end of such fiscal quarter or as of the end of any fiscal 
quarter thereafter, the Post-Acquisition EBITDA of Parent with respect to the six-month period 
ending as of such fiscal quarter end is less $12,500,000 for any six-month period ending on or 
prior to June 30, 2019, or $25,000,000 for any six-month period ending after June 30, 2019 (the 
occurrence of part (x) of this clause (A) as of the end of any fiscal quarter ending prior to 
September 30, 2018, or both part (x) and part (y) of this clause (A) as of the end of any fiscal 
quarter ending on or after September 30, 2018, being referred to as a "Post-Acquisition 
Condition Failure"), or (B) Parent fails to timely deliver a Parent Certificate or otherwise comply 
in any material respect with any obligation set forth in Section 2(b)(i) above and, in the case of 
this clause (B), such failure is not remedied by Parent or waived by the Lenders within two (2) 
Business Days after the receipt by Parent of notice from the Lenders of such failure, the 
Required Lenders, in their sole discretion, may, upon written notice to Credit Parties within four 
(4) Business Days of the latest of (I) the receipt of the Parent Certificate, (II) the date Parent 
notifies the Lenders that a subsequent change to preliminary financial statements or the 
information derived therefrom would result in a Post-Acquisition Condition Failure or (III) the 
expiration of any applicable cure period pursuant to clause (B) above (but in no event earlier than 
four ( 4) Business Days prior to the anticipated Filing Date as set forth in the Parent Certificate), 
elect to have the then outstanding principal balance of the Acquisition Loans amortize quarterly, 
in equal quarterly installments (in each case together with accrued interest thereon), payable on 
the first day of each January, April, July and October thereafter, in an amount necessary to repay 
the then outstanding principal amount of the Acquisition Loans in full over the number of full 
calendar quarters then remaining prior to the sixth anniversary of the funding of the Permitted 
Acquisition Loans. Upon such election, (X) Credit Parties shall make such payments to the 
Lenders in accordance with the terms hereof and the Facility Agreement (as amended hereby), 
and (Y) Parent shall disclose that the Lenders have made such election in the periodic report on 
Form 10-Q or Form 10-K for the fiscal quarter or year, as applicable (or if not disclosed therein, 
in a Form 8-K filed no later than four (4) Business Days after Lenders make such election). In 
the event of any failure of Credit Parties to make any such payment, the Lenders shall be entitled 
to exercise all rights and remedies under the Facility Agreement. For the avoidance of doubt, the 
failure of the Required Lenders to make such election with respect to any six-month period shall 
not affect the Required Lenders' right to make such an election with respect to any subsequent 
six-month period, to the extent the Required Lenders would be entitled to do so as provided 
herein. 

3. Conditions Precedent. The effectiveness of this Amendment is subject to the 
following conditions precedent: 

a. Amendment. The Credit Parties shall each have executed and delivered 
counterparts to this Amendment to the Lenders. 

b. AZ Purchase Agreement. The Closing (as defined in the AZ Purchase 
Agreement) shall have occurred. 

4. Legal Fees and Expenses. The Credit Parties agree to promptly reimburse 
Lenders for all reasonable and documented out-of-pocket costs, fees and expenses, including 
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reasonable and documented out-of-pocket legal fees and expenses, incurred in connection with 
the negotiation, drafting and closing of this Amendment, any related Loan Documents and the 
Limited Consents. 

5. Representations and Warranties. Each Credit Party hereby represents and 
warrants to Lenders: 

a. As of the date hereof, except as expressly modified by the amendments 
in Section 2 above, the representations and warranties of Credit Parties contained in the Loan 
Documents 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, in each 
case on and as of the date hereof as if made as of the date of this Amendment, except to the 
extent that any such representation or warranty relates to a specific date, in which case such 
representation and warranty shall be true and correct in all respects or all material respects, as 
applicable, as of such earlier date; 

b. No Default or Event of Default exists; and 

c. Each Credit Party has the requisite organizational power and authority to 
enter into and to consummate the transactions contemplated by this Amendment and each of 
the other Loan Documents (including as amended hereby) to which it is a party and otherwise 
to carry out its obligations hereunder and thereunder. Each Credit Party's execution and 
delivery of each of this Amendment and the other Loan Documents (including as amended 
hereby) to which it is a party, and the consummation by it of the transactions contemplated 
hereby and thereby, have been duly authorized by all necessary organizational action on the 
part of such Credit Party, and no further action is required by any Credit Party, its board of 
directors, stockholders or other applicable governing body or equity owners in connection 
therewith other than in connection with the Required Approvals (as defined below). Each of 
the Amendment and the other Loan Documents (including as amended hereby) to which it is a 
party has been (or upon delivery will have been) duly executed by each Credit Party which is a 
party thereto and is, or when delivered in accordance with the terms hereof, will constitute the 
legal, valid and binding obligation of such Credit Party enforceable against it in accordance 
with their terms, except as such enforceability may be limited by applicable bankruptcy, 
insolvency, reorganization, moratorium, liquidation or similar laws relating to, or affecting 
generally the enforcement of, creditors' rights and remedies or by other equitable principles of 
general application. The execution, delivery and performance of this Amendment and the 
other Loan Documents (including as amended hereby) by each Credit Party which is a party 
thereto and the consummation of the transactions therein contemplated will not (i) conflict with 
or result in a breach or violation of any of the terms or provisions of, or constitute a default 
under, or result in the creation or imposition of any Lien (other than Permitted Liens) upon any 
assets of such Credit Party pursuant to, any material agreement to which such Credit Party is a 
party or by which such Credit Party is bound or to which any of the assets of such Credit Party 
is subject, (ii) result in any violation of or conflict with the provisions of the Organizational 
Documents, (iii) result in the violation of any material Applicable Laws in any material respect 
or (iv) result in the violation of any judgment, order, rule, regulation or decree of any 
Governmental Authority. No consent, approval, authorization or order of, or registration or 
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filing with any Governmental Authority is required for the execution, delivery and 
performance of any of this Amendment and the other Loan Documents, or for the 
consummation by the Credit Parties of the transactions contemplated thereby, except for those 
that have been made or obtained prior to the date of this Agreement (the "Required 
Approvals"). 

6. No Further Amendments; Ratification of Liability. Except as amended hereby, 
the Facility Agreement and each of the other Loan Documents shall remain unchanged and in 
full force and effect in accordance with their respective terms. Each Credit Party as a debtor, 
grantor, pledgor, guarantor or assignor, or in any similar capacity in which it has granted Liens 
or acted as an accommodation party or guarantor, as the case may be, hereby ratifies, confirms 
and reaffirms its liabilities, its payment and performance obligations (contingent or otherwise) 
and its agreements under the Facility Agreement and the other Loan Documents, all as amended 
by this Amendment, and the liens and security interests granted, created and perfected thereby. 
The Lenders' agreement to the terms of this Amendment or any other amendment of the Facility 
Agreement or any other Loan Document shall not be deemed to establish or create a custom or 
course of dealing among Credit Parties and Lenders. This Amendment, together with the other 
Loan Documents, contains the entire agreement among the Credit Parties and Lenders 
contemplated by this Amendment. 

7. Incorporation by Reference. The prov1s10ns of Article 6 of the Facility 
Agreement are incorporated herein by reference mutatis mutandis. 

[Remainder of Page Intentionally Left Blank, signature page follows] 
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forth above. 
the ~arties. have executed Amendment as of the date set 

ARALEZ 

Title: 

LENDER§: 

DEERFIELD PRIVATE DESIGN FUND Ill, L.P. 

DEERFJELD 
L.P. 

its General Partner 
its General Partner 

MASTER 



. IN WITNESS WHEREOF, the Parties have executed this Amendment as of the date set 
forth above. 

CREDIT PARTIES: 

ARALEZ PHARMECEUTICALS, INC. 

By: 
Name: 

~~~~~~~~~-

Title: 

POZENINC. 

TRIBUTE PHARMACEUTICALS CANADA, 
INC. 

LENDERS: 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 

By: Deerfield Mgmt III., L.P., its General Partner 
By: J. nn Capital III, LLC, its General Partner 

DEERFIELD INTERNATIONAL MASTER 
FUND, L.P. 

By: Deerfield Mgmt., L.P., its General Partner 
By: E. 1nn Capital, LLC, its General Partner 

By: 



DEERFIELD PARTNERS, L.P. 

By: 
By: 

Deerfield Mgmt., L.P., its General Partner 
J.~n Capital, LLC, its General Partner 



TAB F 



Exhibit "F" to the Affidavit 

Of Andrew Koven sworn 

August CJ~o 18 

REBECCA B. CORDY 
Notary Public, State of New YOik 

No. 01C06315535 
Qualified In New York County 

Commission Expires Nov. 24, 2018 



INTELLECTUAL PROPERTY SECURITY AGREEMENT 

THIS INTELLECTUAL PROPERTY SECURITY AGREEMENT (this "Agreement"), 
dated as of February 5, 20I 6, is by and between Aralez Pharmaceuticals Inc., a British Columbia 
corporation ("Borrower" or "Grantor") and Deerfield Private Design Fund III, L.P., Deerfield 
International Master Fund, L.P. and Deerfield Partners, L.P. (collectively the "Secured Party"). 

WITNESS ETH: 

WHEREAS, pursuant to that certain Second Amended and Restated Facility Agreement, 
dated as of December 7, 20I 5 (the "Facility Agreement"), by and among Borrower, Tribute 
Pharmaceuticals Canada Inc. and PO ZEN Inc., Secured Party has made loans to Borrower in 
accordance with the terms and conditions set forth therein; and 

WHEREAS, to secure the Obligations under the Facility Agreement, Grantor has agreed 
to enter into this Agreement. 

NOW, THEREFORE, in consideration of the mutual conditions and agreements set forth 
in this Agreement, and for good and valuable consideration, the receipt of which is hereby 
acknowledged, the Grantor and Secured Party, hereby agree as follows: 

SECTION I. Definitions. 

I. I Generally. All references herein to the PPSA shall mean the Personal Property 
Security Act (Ontario); provided, however, that, if by reason of mandatory provisions of law, 
perfection, or the effect of perfection or non-perfection, of the security interest in any IP Collateral 
or the availability of any remedy hereunder is governed by the equivalent personal property 
security jurisdiction as in effect in a jurisdiction other than the Province of Ontario, "PPSA" means 
the personal property security legislation as in effect in such other jurisdiction for purposes of the 
provisions hereof relating to such perfection or effect of perfection or non-perfection or availability 
of such remedy, as the case may be. 

1.2 Definition of Certain Terms Used Herein. Unless the context otherwise requires, 
all capitalized terms used but not defined herein shall have the meanings set forth in the Facility 
Agreement. In addition, as used herein, the following terms shall have the following meanings: 

"CIPO" shall mean the Canadian Intellectual Property Office or any other federal 
governmental agency which may hereafter perform its functions. 

"Copyrights" shall mean all copyrights and like protections in each work of authorship or 
derivative work thereof of Grantor anywhere in the world, whether registered or unregistered and 
whether published or unpublished, including, without limitation, the copyright registrations and 
copyright applications listed on EXHIBIT A annexed hereto and made a part hereof, together with 
any goodwill of the business connected with, and symbolized by, any of the foregoing. 
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"Copyright Licenses" shall mean all agreements, whether written or oral, providing for the 
grant by or to Grantor of any right under any Copyright, including, without limitation, the 
agreements listed on EXHIBIT A annexed hereto and made a part hereof 

"Intellectual Property" shall have the meaning assigned to such term in Section 3 of this 
Agreement. 

"IP Collateral" shall have the meanmg assigned to such term m Section 2 of this 
Agreement 

"Licenses" shall mean, collectively, the Copyright Licenses, Patent Licenses, Trade-mark 
Licenses, and any other license providing for the grant by or to Grantor of any right under any 
Intellectual Property. 

"Patents" shall mean all patents and applications for patents of Grantor and the inventions 
and improvements therein disclosed, and any and all divisions, revisions, reissues and 
continuations, continuations-in-part, extensions, and reexaminations of said patents anywhere in 
the world including, without limitation, the patent registrations and patent applications listed on 
EXHIBIT B annexed hereto and made a part hereof 

"Patent Licenses" shall mean all agreements, whether written or oral, providing for the 
grant by or to Grantor of any right under any Patent including, without limitation, the agreements 
listed on EXHIBIT B annexed hereto and made a part hereof 

"Permitted Liens" means Liens in favor of Secured Party. 

"Secured Obligations" shall mean the collective reference to (i) all Obligations of Grantor 
to Secured Party under the Facility Agreement and (ii) all obligations of Grantor under this 
Agreement, respectively (including, without limitation, default interest accruing at the then 
applicable rate provided in the Facility Agreement and interest accruing at the then applicable rate 
after the filing of any petition in bankruptcy, or the commencement of any insolvency, 
reorganization or like proceeding, relating to Grantor, and post-filing or post-petition interest, 
whether direct or indirect, absolute or contingent, due or to become due, or now existing or 
hereafter incurred, which may arise under, out of, or in connection with, the Facility Agreement, 
or any other document executed and delivered in connection therewith, in each case whether on 
account of principal, interest, fees, indemnities, costs, expenses or otherwise (including, without 
limitation, all reasonable fees and disbursements of counsel to Secured Party that are required to 
be paid by Grantor pursuant to the terms of any of the foregoing agreements). 

"Trade-marks" shall mean all trade-marks, trade names, corporate names, company names, 
domain names, business names, fictitious business names, trade dress, trade styles, service marks, 
designs, logos and other source or business identifiers of Grantor anywhere in the world, whether 
registered or unregistered, including, without limitation, the trade-mark registrations and trade­
mark applications listed on EXHIBIT C annexed hereto and made a part hereof, together with any 
goodwill of the business connected with, and symbolized by, any of the foregoing. 
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"Trade-mark Licenses" shall mean all agreements, whether written or oral, providing for 
the grant by or to Grantor of any right under any Trade-mark, including, without limitation, the 
agreements listed on EXHIBIT C annexed hereto and made a part hereof. 

SECTION 2. Grant of Security Interest. As further security for the payment or 
performance, as the case may be, in full of the Secured Obligations, the Grantor hereby grants to 
Secured Party a lien and continuing security interest, with a power of sale (which power of sale 
shall be exercisable only following the occurrence and during the continuance of an Event of 
Default), in all of the present and future right, title and interest of Grantor in and to the following 
property, and each item thereof, whether now owned or existing or hereafter acquired or arising, 
together with all products, proceeds, substitutions, and accessions of or to any of the following 
property (collectively, the "IP Collateral"): 

(a) All Copyrights and Copyright Licenses; 

(b) All Patents and Patent Licenses; 

( c) All Trade-marks and Trade-mark Licenses; 

( d) All other Licenses; 

( e) All renewals of any of the foregoing; 

(f) All of the following: all trade secrets, know-how and other proprietary 
information; works of authorship and other copyright works (including copyrights for 
computer programs), and all tangible and intangible property embodying the foregoing; 
inventions (whether or not patentable) and all improvements thereto; industrial design 
applications and registered industrial designs; books, records, writings, computer tapes or 
disks, flow diagrams, specification sheets, computer software, source codes, object codes, 
executable code, data, databases, and other physical manifestations, embodiments or 
incorporations of any of the foregoing, and any Licenses in any of the foregoing, and all 
other Intellectual Property and proprietary rights; 

(g) All General Intangibles connected with the use of, or related to, any and all 
of the foregoing (including, without limitation, all goodwill of Grantor and its business, 
products and services appurtenant to, associated with, or symbolized by, any Intellectual 
Property and the use thereof); 

(h) All income, royalties, damages and payments now and hereafter due and/or 
payable under and with respect to any of the foregoing, including, without limitation, 
payments under all Licenses entered into in connection therewith and damages and 
payments for past or future infringements, misappropriations or dilutions thereof; 

(i) The right to sue for past, present and future infringements, 
misappropriations, and dilutions of any of the foregoing; and 
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(j) All of the Grantor's rights corresponding to any of the foregoing throughout 
the world. 

Notwithstanding anything herein, or in any other Loan Document, to the contrary, in no 
event shall the IP Collateral include any Excluded Property. 

SECTION 3. Protection oflntellectual Property By Grantor. Except as set forth below in 
this Section 3, the Grantor shall undertake the following with respect to each of the items 
respectively described in Sections 2( a), (b ), ( c ), ( d), ( e ), (f) and (g) (collectively, the "Intellectual 
Property"): 

(a) Pay all renewal fees and other fees and costs associated with maintaining 
the Intellectual Property and with the processing and prosecution of the Intellectual 
Property, if applicable, and take all other steps reasonably necessary to maintain each 
registration of the Intellectual Property, except, in each case, to the extent that the failure 
to do so could not reasonably be expected to have a Material Adverse Effect. For the sake 
of clarity, it shall not constitute a Material Adverse Effect for Grantor to allow any 
Intellectual Property to go abandoned, or otherwise dispose of such Intellectual Property 
to the extent permitted by the Facility Agreement, if, in Grantor's reasonable judgment and 
determination, such Intellectual Property is no longer material to the conduct of Grantor's 
business. 

(b) At the Grantor's sole cost, expense, and risk, take any and all action which 
the Grantor reasonably deems necessary or desirable under the circumstances to pursue the 
processing and prosecution of each application for registration which is the subject of the 
security interest created herein and not abandon or delay any such efforts. 

( c) At the Grantor's sole cost, expense, and risk, take any and all action 
reasonably necessary or desirable under the circumstances to protect the Intellectual 
Property from infringement, misappropriation or dilution, including, without limitation, the 
prosecution and defense of infringement actions. 

SECTION 4. Grantor's Representations and Warranties. In addition to any 
representations and warranties contained in the Facility Agreement, Grantor represents and 
warrants that: 

(a) EXHIBIT A is a true, correct and complete list of all registered Copyrights 
owned by Grantor and all Copyright Licenses to which Grantor is a party as of the date 
hereof 

(b) EXHIBIT B is a true, correct and complete list of all registered Patents 
owned by Grantor and all Patent Licenses to which Grantor is a party as of the date hereof 

( c) EXHIBIT C is a true, correct and complete list of all registered Trade-
marks owned by Grantor and all Trade-mark Licenses to which Grantor is a party as of the 
date hereof 

4 
WSLEGAL\071481100004113 l 20212vl 



( d) Except as set forth in EXHIBITS A, B and C, none of the Intellectual 
Property owned by Grantor is the subject of any licensing or franchise agreement pursuant 
to which Grantor is the licensor or franchisor as of the date hereof. 

( e) All IP Collateral owned by Grantor is, and shall remain, free and clear of all 
Liens, encumbrances, or security interests in favor of any Person, other than Permitted 
Liens. 

(f) To Grantor's knowledge, Gran tor owns, or is licensed to use, all Intellectual 
Property necessary for the conduct of its business as currently conducted. No claim has 
been asserted and is pending by any Person challenging or questioning the use by Grantor 
of any of its Intellectual Property, or the validity or effectiveness of any of its Intellectual 
Property. To the Grantor's knowledge, the use by Grantor of the Intellectual Property does 
not infringe the rights of any Person in any material respect. No holding, decision or 
judgment has been rendered by any Governmental Authority which would limit, cancel or 
question the validity of, or Grantor's rights in, any Intellectual Property in any material 
respect. 

(g) Grantor shall give Secured Party prompt written notice, with reasonable 
detail, following the occurrence of any of the following: 

(i) Grantor's obtaining rights to, and filing applications for registration 
of, any new Intellectual Property, or otherwise acquiring ownership of any 
registered Intellectual Property. 

(ii) Grantor's becoming entitled to the benefit of any material registered 
Intellectual Property whether as licensee or licensor. 

(iii) Grantor's entering into any new Licenses with respect to any 
material Intellectual Property. 

(iv) Grantor's knowing that any application or registration relating to 
any material Intellectual Property may, other than as provided in Section 3 above, 
become forfeited, abandoned or dedicated to the public, or of any adverse 
determination or development (including, without limitation, the institution of, or 
any such determination or development in, any proceeding in CIPO or any court or 
tribunal) regarding Grantor's ownership of, or the validity or enforceability of, any 
material Intellectual Property or Grantor's right to register the same or to own and 
maintain the same. 

SECTION 5. Agreement Applies to Future Intellectual Property. 

(a) The provisions of this Agreement shall automatically apply to any such 
additional property or rights described in subsections (i), (ii), and (iii) of Section 4(g), 
above, all of which shall be deemed to be and treated as "Intellectual Property" within the 
meaning of this Agreement. Upon the acquisition by Grantor of any additional material 
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Intellectual Property, Grantor shall promptly deliver to Secured Party an updated 
EXHIBIT A, B, and/or C (as applicable) to this Agreement and hereby authorizes the 
Lender to file, at Grantor's expense, such updated Exhibit as set forth in Section 5(b ). 

(b) Grantor shall execute and deliver, and have recorded, any and all 
agreements, instruments, documents and papers as the Lender may reasonably request to 
evidence Secured Party's security interest in any material Intellectual Property (including, 
without limitation, filings with CIPO or any similar office), and the Grantor hereby 
appoints Secured Party as its attorney-in-fact to execute and file all such writings for the 
foregoing purposes, all such acts of such attorney being hereby ratified and confirmed; 
provided, however, that Secured Party's taking of such action shall not be a condition to 
the creation or perfection of the security interest created hereby. 

SECTION 6. Grantor's Rights To Enforce Intellectual Property. So long as no Event of 
Default has occurred and is continuing, the Grantor shall have the exclusive right to sue for past, 
present and future infringement of the Intellectual Property, including the right to seek injunctions 
and/or money damages in an effort by the Grantor to protect the Intellectual Property against 
encroachment by third parties, provided, however, that: 

(a) The Grantor provides Secured Party with written notice of the Grantor's 
institution of any legal proceedings for enforcement of any IP Collateral; 

(b) Any money damages awarded or received by the Grantor on account of such 
suit (or the threat of such suit) shall constitute IP Collateral; and 

( c) Upon the occurrence and during the continuance of any Event of Default, 
the Lender, by notice to the Grantor, may terminate or limit the Grantor's rights under this 
Section 6. 

SECTION 7. Grantor's Rights to License Intellectual Property. Grantor shall provide 
prompt written notice to Secured Party of the licensing of any Intellectual Property. Secured Party 
agrees that all rights of any licensee of the Intellectual Property shall survive any exercise of rights 
and remedies by Secured Party in connection with this Agreement, including any foreclosure and 
subsequent transfer of such Intellectual Property by Secured Party. Secured Party further agrees, 
following the reasonable request of the Grantor or any licensee of the Intellectual Property and at 
the Grantor's or such licensee's expense, to execute such documents and to take such actions as 
may be reasonably requested by the Grantor or such licensee to preserve and protect the rights of 
any such licensee. 

SECTION 8. Lender's Actions To Protect Intellectual Property. In the event of: 

(a) Grantor's failure, within fifteen (15) days of written notice from Secured 
Party, to cure any failure by Grantor to observe or perform any of Grantor's covenants, 
agreements or other obligations hereunder; and/or 
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(b) the occurrence and continuance of any other Event of Default, Secured 
Party, acting in its own name or in that of Gran tor, may (but shall not be required to) act in 
Grantor's place and stead and/or in Secured Party's own right in connection therewith. 

SECTION 9. Rights Upon Default. Upon the occurrence and during the continuance of 
an Event of Default, in addition to all other rights and remedies, Secured Party may exercise all 
rights and remedies of a secured party under the PPSA with respect to the Intellectual Property, in 
addition to which Secured Party may sell, license, assign, transfer, or otherwise dispose of the 
Intellectual Property, subject to those restrictions to which Grantor is subject under applicable law 
and by contract. Any Person may conclusively rely upon an affidavit of an officer of Secured 
Party that an Event of Default has occurred and that Secured Party is authorized to exercise such 
rights and remedies. 

SECTION 10. Secured Party As Attorney-In-Fact. 

(a) Grantor hereby irrevocably makes, constitutes and appoints Secured Party 
(and all officers, employees or agents designated by Secured Party) as and for Grantor's 
true and lawful agent and attorney-in-fact, and in such capacity Secured Party shall have 
the right, with power of substitution for Grantor and in Grantor's name or otherwise, for 
the use and benefit of Secured Party: 

(i) To supplement and amend from time to time EXHIBITS A, B and 
C of this Agreement to include any newly developed, applied for, registered, or 
acquired Intellectual Property of Grantor and any intent-to-use Trade-mark 
applications for which a statement of use or an amendment to allege use has been 
filed and accepted by CIPO. 

(ii) Following the occurrence and during the continuance of any Event 
of Default, to exercise any of the rights and powers referenced herein. 

(iii) Following the occurrence and during the continuance of any Event 
of Default, to execute all such instruments, documents, and papers as the Secured 
Party reasonably determines to be necessary or desirable in connection with the 
exercise of such rights and remedies and to cause the sale, license, assignment, 
transfer, or other disposition of the Intellectual Property, subject to those 
restrictions to which Grantor is subject under applicable law and by contract. 

(b) The power of attorney granted herein, being coupled with an interest, shall 
be irrevocable until this Agreement is terminated in writing by a duly authorized officer of 
Secured Party. 

( c) Secured Party shall not be obligated to do any of the acts or to exercise any 
of the powers authorized by Section 10( a), but if Secured Party elects to do any such act or 
to exercise any of such powers, it shall not be accountable for more than it actually receives 
as a result of such exercise of power, and shall not be responsible to Grantor for any act or 
omission to act, except where a court of competent jurisdiction determines by final and 
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nonappealable judgment that the subject act or omission to act has resulted from the gross 
negligence or willful misconduct of Secured Party. 

SECTION 11. Lender's Rights. Any use by Secured Party of the Intellectual Property, as 
authorized hereunder in connection with the exercise of Secured Party's rights and remedies under 
this Agreement shall be without any liability for royalties or other related charges. 

SECTION 12. Further Assurances. Grantor agrees, at its own expense, to execute, 
acknowledge, deliver and cause to be duly filed all such further documents, financing statements, 
agreements and instruments and take all such further actions as Secured Party may from time to 
time reasonably request to better assure, preserve, protect and perfect the security interest in the 
IP Collateral granted pursuant to this Agreement and the rights and remedies created hereby or the 
validity or priority of such security interest including the payment of any fees and taxes required 
in connection with the execution and delivery of this Agreement, the granting of the security 
interest and the filing of any financing statements or other documents in connection herewith or 
therewith. 

SECTION 13. Choice of Laws. This Agreement shall be governed by and construed in 
accordance with the laws of the Province of Ontario and the federal laws of Canada applicable 
therein. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement under 
seal as of the day and year first above written. 

GRANT OR: 

ARALEZ PHARMACEUTICALS INC. 

By:~~ 
Name: Adrian Adams 
Title: Chief Executive Officer 

Address for Notices: 

Fax: (347) 983-9147 
Email: aadams@aralez.com 
Attn: Adrian Adams 



SECURED PARTY: 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 

Name: David J. lark 
Title: Authonzed Signatory 

DEERFIELD INTERNATIONAL MASTER FUND, 
L.P. 

Title: Authorized Signat01y 

DEERFIELD PARTNERS, L.P. 

Name: David . Clark 
Tit1e: Authorized Signatory 

[Dee1field Tribute - Canadian IP Security Agreement-Posi-Arrangemelll (Borrower)- Signature Page] 



EXHIBIT A 
List of Copyrights and Copyright Licenses 

Copyright Registrations 

Serial No. Registration No. Registration Date 

Nil 
Copyright Licenses 

Nil 
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Description 

Nil 

Nil 
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EXHIBITB 

List of Patents and Patent Licenses 

Patent Registrations 

Application No. 

Patent Licenses 

Application Date 



EXHIBITC 

List of Trade-marks and Trade-mark Licenses 

Trade-mark Registrations 

Mark Application Application Registration Registration Status of 
No. Date No. Date Mark 

Nil 
Trade-mark Licenses 

Nil 
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INTELLECTUAL PROPERTY SECURITY AGREEMENT 

TIIlS INTELLECTUAL PROPERTY SECURITY AGREEMENT (this "Agreement"), 
dated as ofFebruruy 5, 2016, is by and between Tribute Pharmaceuticals Canada Inc., an Ontario 
corporation ("Tribute"), and Medical Futures Inc., an Ontario corporation (collectively with 
Tribute, "Grantor") and Deerfield Private Design Fund III, L.P., Deerfield International Master 
Fund, L.P. and Deerfield Partners, L.P. (collectively the "Secured Party"). 

WITNESS ETH: 

WHEREAS, pursuant to that certain Second Amended and Restated Facility Agreement, 
dated as of December 7, 2015 (the "Facility Agreement"), by and among Aralez Pharmaceuticals 
Inc. ("Borrower"), Tribute and POZEN Inc., Secured Party has made loans to Borrower in 
accordance with the terms and conditions set forth therein; and 

WHEREAS, to secure the Obligations under the Facility Agreement and Grantor's 
guaranty of the Obligations, Grantor has agreed to enter into this Agreement. 

NOW, THEREFORE, in consideration of the mutual conditions and agreements set forth 
in this Agreement, and for good and valuable consideration, the receipt of which is hereby 
acknowledged, the Grantor and Secured Party, hereby agree as follows: 

SECTION I. Definitions. 

I. I Generally. All references herein to the PPSA shall mean the Personal Property 
Security Act (Ontario); provided, however, that, if by reason of mandatory provisions of law, 
perfection, or the effect of perfection or non-perfection, of the security interest in any IP 
Collateral or the availability of any remedy hereunder is governed by the equivalent personal 
property security jurisdiction as in effect in a jurisdiction other than the Province of Ontario, 
"PPSA" means the personal property security legislation as in effect in such other jurisdiction for 
purposes of the provisions hereof relating to such perfection or effect of perfection or non­
perfection or availability of such remedy, as the case may be. 

1.2 Definition of Certain Terms Used Herein. Unless the context otherwise requires, 
all capitalized terms used but not defined herein shall have the meanings set forth in the Facility 
Agreement. In addition, as used herein, the following terms shall have the following meanings: 

"CIPO" shall mean the Canadian Intellectual Property Office or any other federal 
governmental agency which may hereafter perform its functions. 

"Copyrights" shall mean all copyrights and like protections in each work of authorship or 
derivative work thereof of Grantor anywhere in the world, whether registered or unregistered and 
whether published or unpublished, including, without limitation, the copyright registrations and 
copyright applications listed on EXHIBIT A annexed hereto and made a part hereof, together 
with any goodwill of the business connected with, and symbolized by, any of the foregoing. 
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"Copyright Licenses" shall mean all agreements, whether written or oral, providing for 
the grant by or to Grantor of any right under any Copyright, including, without limitation, the 
agreements listed on EXHIBIT A annexed hereto and made a part hereof. 

"Intellectual Property" shall have the meaning assigned to such term in Section 3 of this 
Agreement 

"IP Collateral" shall have the meanmg assigned to such term m Section 2 of this 
Agreement. 

"Licenses" shall mean, collectively, the Copyright Licenses, Patent Licenses, Trade-mark 
Licenses, and any other license providing for the grant by or to Grantor of any right under any 
Intellectual Property. 

"Patents" shall mean all patents and applications for patents of Grantor and the inventions 
and improvements therein disclosed, and any and all divisions, revisions, reissues and 
continuations, continuations-in-part, extensions, and reexaminations of said patents anywhere in 
the world including, without limitation, the patent registrations and patent applications listed on 
EXHIBIT B annexed hereto and made a part hereof. 

"Patent Licenses" shall mean all agreements, whether written or oral, providing for the 
grant by or to Grantor of any right under any Patent including, without limitation, the agreements 
listed on EXHIBIT B annexed hereto and made a part hereof. 

"Permitted Liens" means Liens in favor of Secured Party. 

"Secured Obligations" shall mean the collective reference to (i) all Obligations of Grantor 
to Secured Party under the Facility Agreement, (ii) all obligations of Grantor under its guaranty 
of the Obligations and (iii) all obligations of Grantor under this Agreement, respectively 
(including, without limitation, default interest accruing at the then applicable rate provided in the 
Facility Agreement and interest accruing at the then applicable rate after the filing of any petition 
in bankruptcy, or the commencement of any insolvency, reorganization or like proceeding, 
relating to Grantor, and post-filing or post-petition interest, whether direct or indirect, absolute or 
contingent, due or to become due, or now existing or hereafter incurred, which may arise under, 
out of, or in connection with, the Facility Agreement, or any other document executed and 
delivered in connection therewith, in each case whether on account of principal, interest, fees, 
indemnities, costs, expenses or otherwise (including, without limitation, all reasonable fees and 
disbursements of counsel to Secured Party that are required to be paid by Grantor pursuant to the 
terms of any of the foregoing agreements). 

"Trade-marks" shall mean all trade-marks, trade names, corporate names, company 
names, domain names, business names, fictitious business names, trade dress, trade styles, 
service marks, designs, logos and other source or business identifiers of Grantor anywhere in the 
world, whether registered or unregistered, including, without limitation, the trade-mark 
registrations and trade-mark applications listed on EXHIBIT C annexed hereto and made a part 
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hereof, together with any goodwill of the business connected with, and symbolized by, any of the 
foregoing. 

"Trade-mark Licenses" shall mean all agreements, whether written or oral, providing for 
the grant by or to Grantor of any right under any Trade-mark, including, without limitation, the 
agreements listed on EXHIBIT C annexed hereto and made a part hereof. 

SECTION 2. Grant of Securitv Interest. As further security for the payment or 
performance, as the case may be, in full of the Secured Obligations, the Grantor hereby grants to 
Secured Party a lien and continuing security interest, with a power of sale (which power of sale 
shall be exercisable only following the occurrence and during the continuance of an Event of 
Default), in all of the present and future right, title and interest of Grantor in and to the following 
property, and each item thereof, whether now owned or existing or hereafter acquired or arising, 
together with all products, proceeds, substitutions, and accessions of or to any of the following 
property (collectively, the "IP Collateral"): 

(a) All Copyrights and Copyright Licenses; 

(b) All Patents and Patent Licenses; 

(c) All Trade-marks and Trade-mark Licenses; 

(d) All other Licenses; 

( e) All renewals of any of the foregoing; 

(f) All of the following: all trade secrets, know-how and other proprietary 
information; works of authorship and other copyright works (including copyrights for 
computer programs), and all tangible and intangible property embodying the foregoing; 
inventions (whether or not patentable) and all improvements thereto; industrial design 
applications and registered industrial designs; books, records, writings, computer tapes or 
disks, flow diagrams, specification sheets, computer software, source codes, object codes, 
executable code, data, databases, and other physical manifestations, embodiments or 
incorporations of any of the foregoing, and any Licenses in any of the foregoing, and all 
other Intellectual Property and proprietary rights; 

(g) All General Intangibles connected with the use of, or related to, any and 
all of the foregoing (including, without limitation, all goodwill of Grantor and its 
business, products and services appurtenant to, associated with, or symbolized by, any 
Intellectual Property and the use thereof); 

(h) All income, royalties, damages and payments now and hereafter due 
and/or payable under and with respect to any of the foregoing, including, without 
limitation, payments under all Licenses entered into in connection therewith and damages 
and payments for past or future infringements, misappropriations or dilutions thereof; 
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(i) The right to sue for past, present and future infringements, 
misappropriations, and dilutions of any of the foregoing; and 

(j) All of the Grantor's rights corresponding to any of the foregoing 
throughout the world. 

Notwithstanding anything herein, or in any other Loan Document, to the contrary, in no 
event shall the IP Collateral include any Excluded Property. 

SECTION 3. Protection of Intellectual Prooertv Bv Grantor. Except as set forth below 
in this Section 3, the Grantor shall undertake the following with respect to each of the items 
respectively described in Sections 2( a), (b ), ( c ), ( d), ( e ), (f) and (g) (collectively, the "Intellectual 
Propertv"): 

(a) Pay all renewal fees and other fees and costs associated with maintaining 
the Intellectual Property and with the processing and prosecution of the Intellectual 
Property, if applicable, and take all other steps reasonably necessary to maintain each 
registration of the Intellectual Property, except, in each case, to the extent that the failure 
to do so could not reasonably be expected to have a Material Adverse Effect. For the 
sake of clarity, it shall not constitute a Material Adverse Effect for Grantor to allow any 
Intellectual Property to go abandoned, or otherwise dispose of such Intellectual Property 
to the extent permitted by the Facility Agreement, if, in Grantor's reasonable judgment 
and determination, such Intellectual Property is no longer material to the conduct of 
Grantor's business. 

(b) At the Grantor's sole cost, expense, and risk, take any and all action which 
the Grantor reasonably deems necessary or desirable under the circumstances to pursue 
the processing and prosecution of each application for registration which is the subject of 
the security interest created herein and not abandon or delay any such efforts. 

( c) At the Grantor's sole cost, expense, and risk, take any and all action 
reasonably necessary or desirable under the circumstances to protect the Intellectual 
Property from infringement, misappropriation or dilution, including, without limitation, 
the prosecution and defense of infringement actions. 

SECTION 4. Grantor's Representations and Warranties. In addition to any 
representations and warranties contained in Guaranty, Grantor represents and warrants that: 

(a) EXHIBIT A is a true, correct and complete list of all registered 
Copyrights owned by Grantor and all Copyright Licenses to which Grantor is a party as 
of the date hereof 

(b) EXHIBIT B is a true, correct and complete list of all registered Patents 
owned by Grantor and all Patent Licenses to which Grantor is a party as of the date 
hereof 
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(c) EXHIBIT C is a true, correct and complete list of all registered Trade-
marks owned by Grantor and all Trade-mark Licenses to which Grantor is a party as of 
the date hereof. 

( d) Except as set forth in EXHIBITS A, B and C, none of the Intellectual 
Property owned by Grantor is the subject of any licensing or franchise agreement 
pursuant to which Grantor is the licensor or franchisor as of the date hereof. 

( e) All IP Collateral owned by Grantor is, and shall remain, free and clear of 
all Liens, encumbrances, or security interests in favor of any Person, other than Permitted 
Liens. 

(f) To Grantor's knowledge, Grantor owns, or is licensed to use, all 
Intellectual Property necessary for the conduct of its business as currently conducted. No 
claim has been asserted and is pending by any Person challenging or questioning the use 
by Grantor of any of its Intellectual Property, or the validity or effectiveness of any of its 
Intellectual Property. To the Grantor's knowledge, the use by Grantor of the Intellectual 
Property does not infringe the rights of any Person in any material respect. No holding, 
decision or judgment has been rendered by any Governmental Authority which would 
limit, cancel or question the validity of, or Grantor's rights in, any Intellectual Property in 
any material respect. 

(g) Grantor shall give Secured Party prompt written notice, with reasonable 
detail, following the occurrence of any of the following: 

(i) Grantor's obtaining rights to, and filing applications for 
registration of, any new Intellectual Property, or otherwise acquiring ownership of 
any registered Intellectual Property. 

(ii) Grantor's becoming entitled to the benefit of any material 
registered Intellectual Property whether as licensee or licensor. 

(iii) Grantor's entering into any new Licenses with respect to any 
material Intellectual Property. 

(iv) Grantor's knowing that any application or registration relating to 
any material Intellectual Property may, other than as provided in Section 3 above, 
become forfeited, abandoned or dedicated to the public, or of any adverse 
determination or development (including, without limitation, the institution of, or 
any such determination or development in, any proceeding in CIPO or any court 
or tribunal) regarding Grantor's ownership of, or the validity or enforceability of, 
any material Intellectual Property or Grantor's right to register the same or to own 
and maintain the same. 

SECTION 5. Agreement Applies to Future Intellectual Property. 
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(a) The provisions of this Agreement shall automatically apply to any such 
additional property or rights described in subsections (i), (ii), and (iii) of Section 4(g), 
above, all of which shall be deemed to be and treated as "Intellectual Property" within the 
meaning of this Agreement. Upon the acquisition by Grantor of any additional material 
Intellectual Property, Grantor shall promptly deliver to Secured Party an updated 
EXHIBIT A, B, and/or C (as applicable) to this Agreement and hereby authorizes the 
Lender to file, at Grantor's expense, such updated Exhibit as set forth in Section 5(b). 

(b) Grantor shall execute and deliver, and have recorded, any and all 
agreements, instruments, documents and papers as the Lender may reasonably request to 
evidence Secured Party's security interest in any material Intellectual Property 
(including, without limitation, filings with CIPO or any similar office), and the Grantor 
hereby appoints Secured Party as its attorney-in-fact to execute and file all such writings 
for the foregoing purposes, all such acts of such attorney being hereby ratified and 
confirmed; provided, however, that Secured Party's taking of such action shall not be a 
condition to the creation or perfection of the security interest created hereby. 

SECTION 6. Grantor's Rights To Enforce Intellectual Property. So long as no Event of 
Default has occurred and is continuing, the Grantor shall have the exclusive right to sue for past, 
present and future infringement of the Intellectual Property, including the right to seek 
injunctions and/or money damages in an effort by the Grantor to protect the Intellectual Property 
against encroachment by third parties, provided, however, that 

(a) The Grantor provides Secured Party with written notice of the Grantor's 
institution of any legal proceedings for enforcement of any IP Collateral; 

(b) Any money damages awarded or received by the Grantor on account of 
such suit (or the threat of such suit) shall constitute IP Collateral; and 

( c) Upon the occurrence and during the continuance of any Event of Default, 
the Lender, by notice to the Grantor, may terminate or limit the Grantor's rights under 
this Section 6. 

SECTION 7. Grantor's Rights to License Intellectual Property. Grantor shall provide 
prompt written notice to Secured Party of the licensing of any Intellectual Property. Secured 
Party agrees that all rights of any licensee of the Intellectual Property shall survive any exercise 
of rights and remedies by Secured Party in connection with this Agreement, including any 
foreclosure and subsequent transfer of such Intellectual Property by Secured Party. Secured 
Party further agrees, following the reasonable request of the Grantor or any licensee of the 
Intellectual Property and at the Grantor's or such licensee's expense, to execute such documents 
and to take such actions as may be reasonably requested by the Grantor or such licensee to 
preserve and protect the rights of any such licensee. 

SECTION 8. Lender's Actions To Protect Intellectual Property. In the event of: 
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(a) Grantor's failure, within fifteen (15) days of written notice from Secured 
Party, to cure any failure by Grantor to observe or perform any of Grantor's covenants, 
agreements or other obligations hereunder; and/or 

(b) the occurrence and continuance of any other Event of Default, Secured 
Party, acting in its own name or in that of Gran tor, may (but shall not be required to) act 
in Grantor's place and stead and/or in Secured Party's own right in connection therewith. 

SECTION 9. Rights Upon Default. Upon the occurrence and during the continuance of 
an Event of Default, in addition to all other rights and remedies, Secured Party may exercise all 
rights and remedies of a secured party under the PPSA with respect to the Intellectual Property, 
in addition to which Secured Party may sell, license, assign, transfer, or otherwise dispose of the 
Intellectual Property, subject to those restrictions to which Grantor is subject under applicable 
law and by contract. Any Person may conclusively rely upon an affidavit of an officer of 
Secured Party that an Event of Default has occurred and that Secured Party is authorized to 
exercise such rights and remedies. 

SECTION I 0. Secured Party As Attorney-In-Fact. 

(a) Grantor hereby irrevocably makes, constitutes and appoints Secured Party 
(and all officers, employees or agents designated by Secured Party) as and for Grantor's 
true and lawful agent and attorney-in-fact, and in such capacity Secured Party shall have 
the right, with power of substitution for Grantor and in Grantor's name or otherwise, for 
the use and benefit of Secured Party: 

(i) To supplement and amend from time to time EXHIBITS A, B and 
C of this Agreement to include any newly developed, applied for, registered, or 
acquired Intellectual Property of Grantor and any intent-to-use Trade-mark 
applications for which a statement of use or an amendment to allege use has been 
filed and accepted by CIPO. 

(ii) Following the occurrence and during the continuance of any Event 
of Default, to exercise any of the rights and powers referenced herein. 

(iii) Following the occurrence and during the continuance of any Event 
of Default, to execute all such instruments, documents, and papers as the Secured 
Party reasonably determines to be necessary or desirable in connection with the 
exercise of such rights and remedies and to cause the sale, license, assignment, 
transfer, or other disposition of the Intellectual Property, subject to those 
restrictions to which Grantor is subject under applicable law and by contract. 

(b) The power of attorney granted herein, being coupled with an interest, shall 
be irrevocable until this Agreement is terminated in writing by a duly authorized officer 
of Secured Party. 
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( c) Secured Party shall not be obligated to do any of the acts or to exercise 
any of the powers authorized by Section 1 O(a), but if Secured Party elects to do any such 
act or to exercise any of such powers, it shall not be accountable for more than it actually 
receives as a result of such exercise of power, and shall not be responsible to Grantor for 
any act or omission to act, except where a court of competent jurisdiction determines by 
final and nonappealable judgment that the subject act or omission to act has resulted from 
the gross negligence or willful misconduct of Secured Party. 

SECTION 11. Lender's Rights. Any use by Secured Party of the Intellectual Property, as 
authorized hereunder in connection with the exercise of Secured Party's rights and remedies 
under this Agreement shall be without any liability for royalties or other related charges. 

SECTION 12. Further Assurances. Grantor agrees, at its own expense, to execute, 
acknowledge, deliver and cause to be duly filed all such further documents, financing statements, 
agreements and instruments and take all such further actions as Secured Party may from time to 
time reasonably request to better assure, preserve, protect and perfect the security interest in the 
IP Collateral granted pursuant to this Agreement and the rights and remedies created hereby or 
the validity or priority of such security interest including the payment of any fees and taxes 
required in connection with the execution and delivery of this Agreement, the granting of the 
security interest and the filing of any financing statements or other documents in connection 
herewith or therewith. 

SECTION 13. Choice of Laws. This Agreement shall be governed by and construed in 
accordance with the laws of the Province of Ontario and the federal laws of Canada applicable 
therein. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement under seal as of 
the day and year first above written. 

GRANTO RS: 

' 
~,fEUTICALS CANADA INC. 

Address for Notices: 

Fax: ~-----­
Email: 
Attn: ~~~-~~ 

By:~~~ 
N 

Address for Notices: 

Fax: --~--~-
Email: ______ _ 
Attn: ______ _ 

[Dee1jield Tribute - Canadian IP Securify Agreement- Pre-Arrangement - Signature Page] 



SECURED PARTY: 

DEERFIELD PRIVATE DESIGN FUND ID, L.P. 

By: Deerfield Mgmt. ill, L.P., its General Partner 
By: J .E Capital III, LLC, i General Partner 

Name: David J. ark 
Title: Authoriz.ed Signatory 

DEERFIELD INTERNATIONAL MASTER FUND, 
L.P. 

By: Deerfield Mgmt., L.P., its General Partner 
By: J.E Capital, LLC, its General Partner 

DEERFIELD PARTNERS, L.P. 

By: Deerfield Mgmt, L.P., its General Partner 
By: J.E. Capital, LLC, its n al Partner 

Name: David J. ark 
Title: Authorized Signatory 

[Deerfield 1hbute - Canadian IP Security Agreement - Pre-Arrangemenl - Signature Page] 



EXHIBIT A 
List of Copyrights and Copyright Licenses 

Copyright Registrations 

Type of IP 
Expiration Date (e.g., paten, 

(if a License, 
Holder/Licensee 

Name/Identifier TM,©,mark 
expiration of License Jurisdiction of IP or License work) or 

and Licensed License Property) Agreement 

Purfem Carton 
Medical Futures Design Copyright CAN 

Inc. 
Reg#l087581 
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EXHIBIT B 

List of Patents and Patent Licenses 

TRIBUTE PHARMACEUTICALS CANADA INC. 
Expiration Date 

Name/ (if a License, 
Holder/Licensee Identifier of IP TypeofIP expiration of License Jurisdiction 

or License and Licensed 
Property) 

Tribute Uracyst -
Phannaceuticals #6,083,933 (US Patent 0411912019 us 

Canada Inc. Patent) 
Tribute Uracyst -

Pharmaceuticals #2,269,260 Patent 0411612019 CAN 
Canada Inc. (Canadian Patent) 

Tribute Uracyst - #US 
Phannaceuticals 7772210 (United Patent 211912023 us 

Canada Inc. States) 

Tribute 
Uracyst -

Phanuaceuticals 
#ZL2004800064 

Patent 0211812024 CHINA 
Canada Inc. 

67.1 
(China) 

Tribute Uracyst -
Phannaceuticals #4778888 Patent 0211812024 JAPAN 

Canada Inc. (Japan) 
Tribute Uracyst - #AU 

Phannaceuticals 2004212650 Patent 0211812024 AUS 
Canada Inc. (Australia) 

Tribute Uracyst -
Phanuaceuticals #1603578 Patent 0211812024 EURO 

Canada Inc. (Europe) 

Tribute Uracyst -

Pharmaceuticals 
Application Patent NIA INDIA 

Canada Inc. 
#4050IDELNP Application 
(India pending) 

Tribute Uracyst -

Phanuaceuticals 
Application Patent NIA ISRAEL 

Canada Inc. 
# 170309 (Israel Application 
pending) 

Tribute Uracyst -
Phanuaceuticals #2515512 Patent 02118/2024 CAN 

Canada Inc. (Canada) 
Uracyst -

Tribute #8084441 
Pharmaceuticals (United States - Patent 211912023 us 

Canada Inc. second high dose 
patent) 
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Uracyst-
Tribute #8334276 

Phannaceuticals (United States - Patent 2119/23 us 
Canada Inc. third high dose 

patent) 

Tribute 
Uracyst-

Pharmaceuticals 
8. 778,908(United 

Patent 2/19/23 us 
Canada Inc. 

States - fourth 
high dose patent) 
Cambia Patent 

Tribute Application # 
Phannaceuticals 2,254,144 Patent May 15, 2017 CAN 

Canada Ltd. (Canada) 
(granted) 
Cambia Patent 

Tribute Application # 
June 16, 2026 (if 

Phannaceuticals 2,632,375 Patent 
granted) 

CAN 
Canada Ltd. (Canada) 

(pending) 

Tribute 
Benzimidazole 

Pharmaceuticals 
derivatives 

Patent June 3, 2017 CAN 
(bilastine) patent 

Canada Inc. 
CA#2,206,754 

Tribute 
Benzimidazole 

Phannaceuticals 
derivatives 

Patent April 19, 2022 CAN 
(bilastine) 

Canada Inc. 
CA#2,206,754 

A composition 

Medical Futures 
for prevention 

Inc. 
and treatment of Patent NIA CAN 
colon adenomas 
CA 2467894 

Nutritional 
Supplementation 

Medical Futures for treating 
Patent NIA CAN 

Inc. deficiency states 
in bowel disease 
CA 2432358 

Medicated 
gumstick for 
treatment in anti-

Medical Futures 
inflammatory 

Inc. 
conditions and Patent NIA CAN 
prophylaxis 
against NSAID 
gastropathy CA 
2511158 
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EXHIBITC 

List of Trade-marks and Trade-mark Licenses 

TRIBUTE PHARMACEUTICALS CANADA INC. 
Expiration Date 

Name I Identifier (if a License, 
Holder/Licensee Type of IP expiration of License Jurisdiction of IP or License 

and Licensed 
Property) 

NeoVisc 
Trademarks -
Canada (TMA 
486692), Gennany 

CAN 
Tribute 

(30457514.3), 
GERMANY 

Phannaceuticals 
European 

Trademarks NIA EURO 
Canada Inc. 

Community 
DOM. REP. (004376208), 
MEXICO Dominican 

Republic 
(140250), Mexico 
(823752) 
Uracyst 
Trademarks -
Canada 
(TMA 486693 ), 

CAN United States 
U.S. Tribute (2677199), 

EURO Pharmaceuticals European Trademarks NIA 
KOREA Canada Inc. Community 

TURKEY (002297653), 
Korea 
( 40-0849594), 
Turkey 
2008055507 
Uropol 
Trademarks -

GERMANY Tribute Gennany (303 46 
AUSTRIA Phannaceuticals 971), Austria (230 Trademarks NIA 

SWITZERLAND Canada Inc. 503), Switzerland 
EURO (514 536) 

EU (010499218) 
Tribute 
Phannaceuticals 

Tribute 
Application# 

us 861006,569 and Trademark Phannaceuticals NIA 
CAN 861006,574 Application 

Canada Inc. 
(United States); 
Application 
#1609470 
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Tribute 
Tribute Phannaceuticals 

Pharmaceuticals Application # Trademark NIA CAN 
Canada Inc. 1,609,443 

(Canada) 
Tribute 

Tribute Phanuaceuticals 
Phannaceuticals Application # Trademark NIA CAN 

Canada Inc. 1,609,447 
(Canada) 
Tribute 

Tribute Phanuaceuticals 
Phannaceuticals Application # Trademark NIA CAN 

Canada Inc. 1,609,440 
(Canada) 

Tribute Cambia Trademark 
Phannaceuticals Trademark License December 31, 2025 CAN 

Canada Ltd. TMA806381 Agreement 
Visken & 
Viskazide 

Tribute Reg#: 
Phannaceuticals TMA231315 Trademark 40 years CAN 

Canada Inc. Novartis 
Phannaceuticals 
Canada Inc 
Fiorinal 

Tribute 
Reg#: 

Pharmaceuticals 
TMA285639 

Trademark Owned by Tribute CAN 
Novartis 

Canada Inc. 
Phannaceuticals 
Canada Inc 

Tribute Soriatane 
License to use 

Phannaceuticals Trademarks 
Trademarks 

December 31, 2018 CAN 
Canada Inc. TMA436505 

Tribute Bezalip SR 
License to use 

Phanuaceuticals Trademarks 
Trademarks 

December 31, 2018 CAN 
Canada Inc. TMA247035 

License 
Tribute Agreement for 

License 
Phanuaceuticals Bezalip and 

Agreement 
December 31, 2018 CAN 

Canada Inc. Soriatane in 
Canada 

Tribute 
License 

Phanuaceuticals 
Agreement for License NIA us 

Canada Ltd. 
Bezalip in the Agreement 
United States 

Tribute License 
License 

Phannaceuticals Agreement for 
Agreement 

December 31, 2025 CAN 
Canada Ltd. Cambia in Canada 
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Tribute 
License 

Pharmaceuticals 
Agreement for License 

December 30, 2026 CAN 
Canada Inc. 

MycoVa in Agreement 
Canada 

Tribute 
Tribute 

Phannaceuticals 
Phannaceuticals 

Trademark NIA CAN 
Canada Inc. 

App# 1609446 
Reg#TMA9244 l 5 
Tribute 

Tribute Phannaceuticals & 
Phannaceuticals Design Trademark NIA CAN 

Canada Inc. App# 16094 70 
Reg#TMA924430 

Tribute 
FIORlCET 

Phannaceuticals 
App#l699153 

Trademark NIA CAN 
Canada Inc. 

Tribute SOLUTIONK 
Phannaceuticals App# 1122084 Trademark NIA CAN 

Canada Inc. Reg#TMA603920 
Tribute FIORINAL 

Phannaceuticals App#02 l 785 2 Trademark NIA CAN 
Canada Inc. Re~#UCA043301 

Medical Futures Inc. 

Type of IP Expiration Date 
(e.g., paten, (if a License, 

Holder/Licensee Name/Identifier TM,©,mark expiration of License Jurisdiction of IP or License work) or and Licensed License Property) Agreement 

MEDICAL 

Medical Futures FUTURES 

Inc. App #1517459 
Trademark January 15, 2029 CAN 

Reg#TMA869149 

MFIPHARMA 
Medical Futures 

App#l517458 Trademark January 15, 2029 CAN 
Inc. 

Reg#TMA869 l 48 

ONYPEN 
Medical Futures 

App#l504324 Trademark February 9, 2027 CAN 
Inc. 

Reg#TMA817342 

PE GALAX 
Medical Futures 

App# 1364518 Trademark January 29, 2024 CAN 
Inc. 

Reg#TMA 733513 
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PHARMA CUBE 
Medical Futures 

App# 1514622 Trademark January 15, 2029 CAN 
Inc. 

Reg#TMA869150 

PINK BOX 

Medical Futures DESIGN 

Inc. App#l534490 
Trademark September 4, 2027 CAN 

Rg#TMA831061 

PURFEM 
Medical Futures 

App# 15 00683 Trademark December 11, 2026 CAN 
Inc. 

Reg#TMA813952 

RESULTZ 
Medical Futures 

App# 1224453 Trademark July 4, 2023 CAN 
Inc. 

Reg#TMA 717920 

RESULTZLT 
Medical Futures 

App#l308003 Trademark July 4, 2023 CAN 
Inc. 

Reg#TMA 717885 

PURFEM 

Medical Futures 
Serial#: 

Inc. 
85335697 Trademark January 29, 2023 U.S. 

Registration #: 
4281394 

Medical Futures 2CEC Trademark Application Date: 
Inc. App#l623588 Application April 23, 2013 

CAN 

Medical Futures 
BALANSE 

Trademark Application Date: 
DESIGN CAN 

Inc. 
App#l635678 

Application July 18, 2013 

BALANCE 
Medical Futures PRO BIOTIC Trademark Application Date: 

CAN 
Inc. Application March 12, 2013 

App#l617955 

Medical Futures DIAFLOR Trademark Application Date: 
Inc. App#l645027 Application September 25, 2013 

CAN 

Medical Futures MF Design Mark Trademark Application Date: 
CAN 

Inc. App# 1517860 Application March 4, 2011 

Medical Futures MFBLl Trademark Application Date: 
Inc. App#l635679 Application July 18, 2013 

CAN 

Medical Futures MFBL2 Trademark Application Date: 
Inc. App#l635680 Application July 18, 2013 

CAN 
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Medical Futures MFLAl Trademark Application Date: 
Inc. App#l635683 Application July 18, 2013 

CAN 

Medical Futures MFLRl Trademark Application Date: 
CAN 

Inc. App#l635684 Application July 18, 2013 

Medical Futures MFLR2 Trademark Application Date: 
CAN 

Inc. App#l635685 Application July 18, 2013 

Medical Futures ONYSPRAY Trademark Application Date: 
CAN 

Inc. App#l616304 Application March 1, 2013 

Medical Futures 2CEC Trademark Application Date: us 
Inc. Seria1#85920158 Application May 1, 2013 

Medical Futures ONYSPRAY Trademark Application Date: us 
Inc. Serial#85868594 Application March 6, 2013 

Medical Futures 
BALANSE 

Trademark Application Date: PROBIOTIC us 
Inc. 

Serial#86057581 
Application September 6, 2013 

PRO BIOTIC 

Medical Futures 
BALANSE 

Trademark Application Date: PRO BIOTIC us 
Inc. DESIGN Application January 17, 2014 

Serial#86 l 68769 

Medical Futures MFBLl Trademark Application Date: us 
Inc. Serial#86159115 Application January 7, 2014 

Medical Futures MFBL2 Trademark Application Date: 
Inc. Serial#86 l 59092 Application January 7, 2014 

us 

Medical Futures MFLAl Trademark Application Date: us 
Inc. Serial#86159106 Application January 7, 2014 

Medical Futures MFLRl Trademark Application Date: 
Inc. Serial#86159110 Application January 7, 2014 

us 

Medical Futures MFLR2 Trademark Application Date: us 
Inc. Serial#86l59l01 Application January 7, 2014 

Tribute and Medical Futures IP Agreements 

EUSA Phann a (Europe) Ltd. EUSA Consent Agreement to the Collatan1p G licensing rights to 
Magdalen Centre Theramed 

Oxford Science Park 
Oxford, England OXG4GA 

Medical Futures Inc. 
License and Supply Agreement dated November 26, 2008 between 
Norgine B.V. and MFI for Moviprep, as amended 

Medical Futures Inc. License Agreement dated Aoril 23, 2015 between Piedmont 
WSLegal\071481\000041!31J8760v3 



Phannaceuticals LLC and MFI 

Medical Futures Inc. 
MFI is also licensed to use the following trademarks: Durela, Iberogast, 
Moviorep Mutaflor, Nonnacol, Octasa Proferrin and Resultz 

Medical Futures Inc. 
Distribution and Supply Agreement dated September 22, 2011 between 
Cipher Phannaceuticals Inc. and MFI for Durela, as amended 

Medical Futures Inc. 
Distribution Agreement dated December 1, 20106 between Colorado 
Biolabs, Inc. and MFI, as amended. 
RESULTZ Commercial Licensing Agreement dated 5 September 

Medical Futures Inc. 
2012 whereby Lapidot Medical Inc. grants a license to MFI to use 
the Product RES UL TZ for broadcast on commercial television in 
Canada. 
Assignment and Assumption Agreement dated 16 August 2012 
whereby Takeda Canada, Inc. assigns to MFI all of its rights to 

Medical Futures Inc. 
manufacture, distribute, market and sell the Product "Resultz" in 
Canada. Takeda Canada, Inc. also assigns to MFI all of its right, 
title, estate and interest in the RESULTZ trademark and 
corresponding registrations, and the RESUL TZ website. 

Medical Futures Inc. 
Amended and Restated Exclusive Distribution Agreement dated 
October, 2014 between Bayer Inc. and MR for Iberogast. 

Medical Futures Inc. 
Octasa Distribution and Marketing Agreement dated July 9, 2014 
between Tillots Pharma AG and MFI for Octasa. 
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Medical Futures Inc. 
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Software licence agreements with respect to the following programs: 

a) Microsoft Dynamic 

b) Microsoft Office 

c) Windows 7 

d) Windows Server 2013 

e) UPS W orldShip 

f) A TS Shipping 

g) Adobe Suite 

h) Concur 

i) Quickbooks 

j) Salesforce.com 

k) Invoice for Order No. 9382738536 regarding 
purchase by MFI from Digital River International 
Sarl of SaaS Endpoint and Email Protection by 
McAfee, Inc. 





CANADIAN SECURITY AGREEMENT 

between 

ARALEZ PHARMACEUTICALS INC. 

and 

DEERFIELD PRIVATE DESIGN FUND III, L.P., 
DEERFIELD INTERNATIONAL MASTER FUND, L.P. 
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AND DEERFIELD PARTNERS, L.P., 
as Lenders 

February 5, 2016 



CANADIAN SECURITY AGREEMENT 

THIS CANADIAN SECURITY AGREEMENT dated as of February 5, 2016 (this "Agreement") 
is entered into between Aralez Phanuaceuticals Inc., a corporation fom1ed under the laws of British 
Columbia (''Borrower") and each other Person signatory hereto as a Grantor (together with Borrower and 
any other Person that becomes a party hereto as provided herein, the "Grantors" and each, a "Grantor") in 
favor of Deerfield Private Design Fund III, L.P., Deerfield International Master Fund, L.P. and Deerfield 
Partners, L.P. (the "Lenders"). 

RECITALS 

A. Lenders have agreed to extend credit to Borrower pursuant to the Facility Agreement 
(defined below). 

B. It is a condition precedent to Lenders' obligation to extend credit under the Facility 
Agreement (defined below) that Grantors shall have executed and delivered this Agreement to Lenders. 

In consideration of the premises and to induce Lenders to enter into the Facility Agreement and to 
induce Lenders to extend credit thereunder, each Grantor hereby agrees with Lenders as follows: 

SECTION 1 DEFINITIONS. 

1.1 Unless otherwise defined herein, terms defined in the Facility Agreement and 
used herein shall have the meanings given to them in the Facility Agreement, and the following tenns are 
used herein as defined in the PPSA: Accounts, Certificated Security, Chattel Paper, Consumer Goods, 
Documents of Title, Equipment, Goods, Instruments, Intangibles and Inventory. 

1.2 When used herein the following terms shall have the following meanings: 

"Agreement" has the meaning set forth in the preamble of this Agreement. 

"Collateral" means any and all property or other assets, exclusive of Excluded Property, now 
existing or hereafter acquired or created, real or personal, tangible or intangible, wherever located, and 
whether owned by, consigned to, or held by, or under the care, custody or control of Grantors (or any of 
them), including: 

(a) money, cash, and cash equivalents; 

(b) Accounts and all of each Grantor's rights and benefits under the Accounts, 
including, but not limited to, each Grantor's right to receive payment in full of the obligations owing to 
such Grantor thereunder, whether now or hereafter existing, together with any and all guarantees and/or 
security therefor, as well as all of Grantors' books and records relating thereto; 

(c) Deposit Accounts, other bank and deposit accounts (including any bank accounts 
maintained by Gran tors (or any of them) or any of their Subsidiaries), and all sums on deposit in any of 
them, and m1y items in such accounts; 

(d) Investment Property; 

( e) Inventory, Equipment, fixtures, and other Goods; 
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(f) Chattel Paper, Documents of Title, and Instruments; 

(g) letters of credit and letter of credit rights; 

(h) [Intentionally Omitted.] 

(i) [Intentionally Omitted.] 

G) books and records; 

(k) real property interests, leases and leasehold estates 111 real property of each 
Grantor, as lessee; 

(I) Intangibles (including all Intellectual Property, Claims, Intangibles, contract 
rights, choses in action, and sofnvare ); 

(m) all of each Grantor's other interests in property of every kind and description, and 
the products, profits, rents of, dividends or distributions on, or accessions to such property; and 

(n) all Proceeds (including insurance claims and insurance proceeds) of any of the 
foregoing, regardless of whether the Collateral, or any of it, is property as to which the PPSA provides the 
perfection of a security interest, and all rights and remedies applicable to such property. 

Where the context requires, terms relating to the Collateral or any part thereof, when used in relation to a 
Grantor, shall refer to such Grantor's Collateral or the relevant part thereof. Notwithstanding the 
foregoing, "Collateral" shall not include Excluded Property. 

"Control Agreement" means an agreement among a Grantor or any of its Subsidiaries, Lenders 
and (i) the issuer of uncertificated securities with respect to uncertificated securities in the name of such 
Grantor or such Subsidiary, (ii) a securities intennediary with respect to securities, whether certificated or 
uncertificated, securities entitlements and other financial assets held in a securities account in tl1e name of 
such Grantor or such Subsidiary, or (iii) a futures commission merchant or clearing house, as applicable, 
with respect to commodity accounts and commodity contracts held by such Grantor or such Subsidiary. 

"Deposit Account" means a deposit, demand, savings, passbook or similar account maintained 
with a bank or other financial institution and having a depository function. 

"Dollars" and ".$_" each mean lawful money of the United States of America. 

"Excluded Propertv" means, collectively, (a) any pennit, license or agreement entered into by any 
Grantor (i) to the extent that any such pennit, license or agreement or any requirement of law applicable 
thereto prohibits the creation of a Lien thereon, but only to the extent, and for as long as, such prohibition 
is not tem1inated or rendered unenforceable or otherwise deemed ineffective by the PPSA or any other 
requirement of law, (ii) which would be abandoned, invalidated or unenforceable as a result of the 
creation of a Lien in favor of Lenders or (iii) to the extent that the creation of a Lien in favor of Lenders 
would result in a breach or termination pursuant to the tem1s of or a default under any such permit, license 
or agreement (other than to the extent that any such tem1 would be rendered ineffective pursuant to the 
Section 40(4) of the PPSA or m1y other applicable law (including bankrnptcy legislation) or principles of 
equity), (b) property owned by any Grantor that is subject to a purchase money Lien or a capital lease 
pennitted under the Facility Agreement if the agreement pursuant to which such Lien is granted (or in the 
document providing for such capital lease) prohibits or requires the consent of any Person other than a 
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Grantor and its Affiliates which has not been obtained as a condition to the creation of any other Lien on 
such property, (c) any "intent to use" trademark applications for which a statement of use has not been 
filed (but only until such statement is filed) and (d) Consumer Goods; provided, however, "Excluded 
Property" shall not include any proceeds, products, substitutions or replacements of Excluded Property 
(unless such proceeds, products, substitutions or replacements would otherwise constitute Excluded 
Property). 

"Facility Agreement" means the Second Amended and Restated Facility Agreement dated as of 
December 7, 2015 among Aralez Phannaceuticals Inc., Tribute and Lenders, as amended, supplemented, 
restated or otherwise modified from time to time. 

"Grantor" has the meaning set forth in the preamble of this Agreement. 

"Investment Propertv" means the collective reference to (a) all "investment property" as such 
tenn is defined in the PPSA, (b) all "financial assets" as such tenn is defined in the PPSA, and (c) 
whether or not constituting "investment property" as so defined, all Pledged Notes and all Pledged 
Equity. 

"Issuers" means the collective reference to each issuer of any Investment Property. 

"Lien" means any mortgage, deed of trust, pledge, hypothecation, assignment, charge, deposit 
arrangement, encumbrance, easement, lien (statutory or otherwise), security interest or other security 
arrangement and any other preference, priority or preferential arrangement of any kind or nature 
whatsoever, including any conditional sale contract or other title retention agreement. 

"Obligations" means all Obligations (as defined in the Facility Agreement) of Credit Parties to 
Lenders whether now existing or hereafter and however arising. 

"Paid in Full" means (a) all Secured Obligations (other than contingent claims for 
indemnification or reimbursement not then asserted) have been indefeasibly repaid in full in cash and 
have been fully perfom1ed, (b) all other Obligations (other than contingent claims for indemnification or 
reimbursement not then asserted) under the Facility Agreement and the other Loan Documents have been 
completely discharged, (c) all commitments of Lenders, if any, to extend credit that would constitute 
Obligations have been tenninated or have expired and (d) Lenders have been released by each Grantor of 
all claims against Lenders under the Loan Documents. 

''Pledged Equity" means the equity interests listed on Schedule 1, together with any other equity 
interests, certificates, options or rights of any nature whatsoever in respect of the equity interests of any 
Person that may be issued or granted to, or held by, any Grantor while this Agreement is in effect. 

"Pledged Notes" means all promissory notes listed on Schedule 1, all intercompany notes at any 
time issued to any Gran tor and all other promissory notes issued to or held by any Grantor (other than 
promissory notes issued in connection with extensions of trade credit by any Grantor in the ordinary 
course of business). 

"PPSA" means the Personal Property Security Act (Ontario), as amended; provided that, in the 
event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority 
of, or remedies with respect to, Lenders' Lien on any Collateral is governed by other personal property 
security laws in any other province or territory of Canada, the tenn "PPSA" shall mean the personal 
property security law as enacted and in effect in such other jurisdiction solely for purposes of the 
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prov1s10ns thereof relating to such attachment, perfection, priority or remedies and for purposes of 
definitions related to such provisions. 

"Proceeds" means all "proceeds" as such tenn is defined in the PPSA and, in any event, shall 
include all dividends or other income from the Investment Property, collections thereon or distributions or 
payments with respect thereto. 

"Receivable" means any right to payment for goods sold or leased or for services rendered, 
whether or not such right is evidenced by an Instrument or Chattel Paper and whether or not it has been 
earned by perfonnance (including any Accounts). 

"Secured Obligations" means, collectively, the Obligations and all obligations and liabilities of 
Grantors to Lenders under this Agreement. 

''Securities Act" means the Securities Act (Ontario), as amended. 

SECTION 2 [Intentionally Omitted.]. 

SECTION 3 GRANT OF SECURITY INTEREST. 

3 .1 Grant. Each Gran tor hereby assigns and transfers to Lenders, and hereby grants 
to Lenders and (to the extent provided herein) their Affiliates, a continuing security interest in all of its 
Collateral, as collateral security for the prompt and complete payment and performance when due 
(whether at the stated maturity, by acceleration or otherwise) of the Secured Obligations. 
Notwithstanding the foregoing, no Lien or security interest is hereby granted on any Excluded Property. 

SECTION 4 REPRESENTATIONS AND WARRANTIES. 

To induce Lenders to enter into the Facility Agreement and to induce Lenders to make 
extensions of credit to Borrower thereunder, each Grantor jointly and severally hereby represents and 
warrants to Lenders that: 

4 .1 Title; No Other Liens. Except for Pennitted Liens, the Grantors own each item 
of the Collateral free and clear of any and all Liens or claims of others. As of the Closing Date, no 
effective financing statement or other public notice with respect to all or any part of the Collateral is on 
file or of record in any public office, except filings evidencing Pem1itted Liens. 

4.2 Perfected Liens. The security interests granted pursuant to this Agreement 
(a) upon completion of the filings and other actions specified on Schedule 2 (which filings and other 
documents referred to on Schedule 2, have been delivered to Lenders in completed fonn) will constitute 
valid perfected security interests in all of the Collateral in favor of Lenders as collateral security for the 
Secured Obligations, enforceable in accordance with the tenns hereof and in accordance with the tenns of 
the Facility Agreement and (b) shall be prior to all other Liens on the Collateral except for Permitted 
Liens having priority over Lenders' Lien by operation of law or pennitted pursuant to the Facility 
Agreement upon (i) in the case of all pledged certificated stock, Pledged Notes, Pledged Equity and other 
pledged Investment Property, the delivery thereof to Lenders of such pledged certificated stock, Pledged 
Notes, Pledged Equity and other pledged Investment Property consisting of instruments and certificates, 
in each case properly endorsed for transfer to Lenders or in blank, (ii) in the case of all pledged 
Investment Property not in certificated fonn, the execution of Control Agreements with respect to such 
pledged Investment Property and (iii) in the case of all other pledged instruments and tangible chattel 
paper that are not pledged certificated stock, Pledged Notes, Pledged Equity and other pledged Investment 
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Property, the delivery thereof to Lenders of such instruments and tangible chattel paper. Except as set 
forth in this Section 4.2, all actions by each Grantor necessary to perfect the Lien granted hereunder on 
the Collateral have been duly taken. As of the date hereof, the filings and other actions specified on 
Schedule 2 constitute all of the filings and other actions necessary to perfect all security interests granted 
hereunder. 

4.3 Grantor lnfonnation. On the date hereof, Schedule 3 sets forth (a) each Grantor's 
jurisdiction of organization, (b) the location of each Grantor's chief executive office, (c) each Grantor's 
exact legal name as it appears on its organizational documents, (d) each Grantor's incorporation number 
(to the extent a Gran tor is organized in a jurisdiction which assigns such numbers) and ( e) each province 
or territory of Canada not listed on Schedule 4 in which the Grantor has assets. 

4.4 Collateral Locations. On the date hereof, Schedule 4 sets forth (a) each place of 
business of each Gran tor (including its chief executive office), (b) all locations where all Inventory and 
Equipment with a book value in excess of $50,000 individually or $100,000 in the aggregate for all 
Collateral owned by each Grantor is kept (other than Inventory or Equipment that is otherwise in transit 
or out for repair, refurbishment or processing in the ordinary course of business or otherwise disposed of 
in a transaction pennitted by the Facility Agreement) and (c) whether each such Collateral location and 
place of business (including each Grantor's chief executive office) is mvned or leased (and if leased, 
specifies the complete name and notice address of each lessor). On the Closing Date, no Collateral (other 
than Inventory or Equipment that is otherwise in transit or out for repair, refurbishment or processing in 
the ordinary course of business or otherwise disposed of in a transaction pennitted by the Facility 
Agreement) with a book value greater than $50,000 individually or $100,000 in the aggregate for all 
Grantors is located outside Canada or the United States or in the possession of any lessor, bailee, 
warehouseman or consignee, except as indicated on Schedule 4. 

4.5 Certain Propertv. None of the Collateral constitutes, or is the Proceeds of 
vessels, aircraft or any other personal property subject to any certificate of title or other registration 
statute of Canada, the United States, any State or other jurisdiction, except for motor vehicles owned by 
the Grantors and used by employees of the Grantors in the ordinary course of business with an aggregate 
fair market value ofless than $25,000 (in the aggregate for all Grantors). 

4.6 Investment Propertv. 

(a) The Pledged Equity pledged by each Grantor hereunder constitutes all the issued 
and outstanding equity interests of each Issuer owned by such Grantor. 

(b) All of the Pledged Equity has been duly and validly issued and, in the case of 
shares of capital stock and membership interests, is fully paid and nonassessable. 

(c) Each of the Pledged Notes constitutes the legal, valid and binding obligation of 
the obligor with respect thereto, enforceable in accordance with its tenns (subject to the effects of 
bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other similar laws 
relating to or affecting creditors' rights generally, general equitable principles (whether considered in a 
proceeding in equity or at law) and an implied covenant of good faith and fair dealing). 

4. 7 As of the date hereof, Schedule 1 lists all Investment Property owned by each 
Grantor with a value greater than $50,000 individually or $100,000 in the aggregate for all Grantors. 
Each Grantor is the record and beneficial owner of, and has good and valid title to, the Inveshnent 
Property pledged by it hereunder, free of any and all Liens or options in favor of, or claims of, any other 
Person, except Pennitted Liens. 
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4. 8 Receivables. 

(a) No material amount payable to such Grantor under or in connection with any 
Receivable is evidenced by any Instrument or Chattel Paper which has not been delivered to Lenders. 

(b) No obligor on any Receivable is a Governmental Authority. 

( c) The amounts represented by such Grantor to Lenders from time to time as owing 
to such Grantor in respect of the Receivables will at all such times be accurate in all material respects. 

4.9 Intellectual Property. Schedule 5 lists all Intellectual Property that is registered 
or is the subject of an application to register and owned by such Grantor in its own name on the date 
hereof. Except as set forth in Schedule 5 and except for non-exclusive licenses of software and other 
Intellectual Property acquired in the ordinary course of business, none of the Intellectual Property of any 
Grantor is the subject of any licensing or franchise agreement pursuant to which such Grantor is the 
licensor or franchisor. 

4 .10 Depositoff and Other Accounts. Schedule 6 lists all banks and other financial 
institutions at which any Grantor maintains deposit or other accounts as of the Closing Date and such 
Schedule 6 correctly identifies the name, address and telephone number of each depository, the name in 
which the account is held, a description of the purpose of the account, and the complete account number 
therefor. 

4 .11 Facility Agreement. Each Gran tor makes each of the representations and 
warranties made by Borrower in the Facility Agreement to the extent applicable to it on the date such 
Grantor becomes a party hereto (which representations and warranties shall be deemed to be renewed 
upon each borrowing under the Facility Agreement). Such representations and warranties shall be 
incorporated herein by this reference as if fully set forth herein. 

SECTION 5 COVENANTS. 

Each Grantor covenants and agrees with Lenders that, from and after the date of this 
Agreement until the Secured Obligations shall have been Paid in Full: 

5 .1 Delivery of Instnunents, Certificated Securities and Chattel Paper. If any amount 
payable under or in connection with any of the Collateral in excess of $50,000 individually or $100,000 in 
the aggregate for all Grantors shall be or become evidenced by any Instrument, certificated security or 
Chattel Paper, such Instrument, certificated security or Chattel Paper shall (unless Lenders have agreed in 
writing that such delivery will not be required) be promptly (and, in any event, within five (5) Business 
Days) delivered to Lenders, duly indorsed in a manner reasonably satisfactory to Lenders, to be held as 
Collateral pursuant to this Agreement. In the event that an Event of Default shall have occurred and be 
continuing, upon the request of Lenders, any Instrument, certificated security or Chattel Paper not 
theretofore delivered to Lenders and at such time being held by any Grantor shall be promptly (and, in 
any event, within five (5) Business Days) delivered to Lenders, duly indorsed in a manner satisfactory to 
Lenders, to be held as Collateral pursuant to this Agreement. 

5 .2 Maintenance of Perfected Securitv Interest; Further Documentation. 

(a) Such Grantor shall maintain the security interest created by this Agreement as a 
perfected security interest having at least the priority described in Section 4.2, and shall defend such 
security interest against the claims and demands of all Persons whomsoever. 
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(b) Such Grantor will furnish to Lenders from time to time statements and schedules 
further identifying and describing the assets and property of such Grantor and such other reports in 
connection therewith as Lenders may reasonably request, all in reasonable detail. 

(c) At any time and from time to time, upon the written request of Lenders, and at 
the sole expense of such Grantor, such Grantor will promptly and duly execute and deliver, and have 
recorded, such further instruments and documents and take such further actions as Lenders may 
reasonably request for the purpose of obtaining or preserving the full benefits of this Agreement and of 
the rights and powers herein granted, including (i) filing any financing or continuation statements under 
the PPSA (or other similar laws) in effect in any jurisdiction with respect to the security interests created 
hereby, (ii) in the case of Investment Property and any other relevant Collateral, taking any such 
requested actions necessary to enable Lenders to obtain "control" (within the meaning of the applicable 
PPSA) with respect to such Investment Property or Collateral to the extent required to be pledged 
hereunder; and (iii) if requested by Lenders, delivering, to the extent pennitted by law, any original motor 
vehicle certificates of title received by such Grantor from the applicable secretary of state or other 
Governmental Authority after infonnation reflecting Lenders' security interest has been recorded in such 
motor vehicles to the extent required to be pledged thereunder. 

5 .3 Changes in Locations, Name, etc. Such Grantor shall not, except upon l 0 
Business Days' prior written notice to Lenders and delivery to Lenders of (a) all additional financing 
statements and other documents reasonably requested by Lenders as to the validity, perfection and 
priority of the security interests provided for herein; (b) if applicable, a written supplement to Schedule 4 
showing any additional location at which Inventory or Equipment with a book value in excess of $50,000 
individually or $100,000 in the aggregate for all Grantors shall be kept (other than Inventory or 
Equipment that is otherwise in transit or out for repair, refurbishment or processing in the ordinary course 
of business or otherwise disposed of in a transaction pennitted by the Facility Agreement); and (c) if 
applicable, a written supplement to Schedule 3 showing any additional province or territory of Canada not 
listed on Schedule 4 in which the Grantor has assets: 

(i) pennit any of the Inventory or Equipment with a book value greater than $50,000 
individually or $100,000 in the aggregate for all Grantors to be kept at a location other than those 
listed on Schedule 4, other than the Inventory or Equipment that is otherwise in transit or out for 
repair, refurbishment or processing in the ordinary course of business or otherwise disposed of in 
a transaction pennitted by Facility Agreement; 

(ii) change its jurisdiction of organization or the location of its chief executive office 
from that specified on Schedule 3 or in any subsequent notice delivered pursuant to this Section 
5.3; or 

(iii) change its name, identity or corporate structure. 

5.4 Notices. Such Grantor will advise Lenders promptly upon becoming aware, in 
reasonable detail, of: 

(a) any Lien (other than Pern1itted Liens) on any of the Collateral; and 

(b) the occurrence of any other event which would reasonably be expected to have a 
material adverse effect on the aggregate value of the Collateral or on the Liens created hereby. 

5.5 Investment Property. 
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(a) If such Grantor shall become entitled to receive or shall receive any certificate, 
option or rights in respect of the equity interests of any Issuer, whether in addition to, in substitution of, as 
a conversion of, or in exchange for, any of the Pledged Equity, or otherwise in respect thereof, such 
Grantor shall accept the same as the agent of Lenders, hold the same in trust for Lenders and deliver the 
same forthwith to Lenders in the exact fonn received, duly indorsed by such Grantor to Lenders, if 
required, together with an undated instrument of transfer covering such certificate duly executed in blank 
by such Grantor and with, if Lenders so requests, signature guarantied, to be held by Lenders, subject to 
the tenns hereof, as additional Collateral for the Secured Obligations. Upon the occurrence and during 
the continuance of an Event of Default, (i) any sums paid upon or in respect of the Investment Property 
upon the liquidation or dissolution of any Issuer shall be paid over to Lenders to be held by it hereunder 
as additional Collateral for the Secured Obligations, and (ii) in case any distribution of capital shall be 
made on or in respect of the Investment Property or any property shall be distributed upon or with respect 
to the Investment Property pursuant to the recapitalization or reclassification of the capital of any Issuer 
or pursuant to the reorganization thereof, the property so distributed shall, unless otherwise subject to a 
perfected Lien in favor of Lenders, be delivered to Lenders to be held by them hereunder as additional 
Collateral for the Secured Obligations. Upon the occurrence and during the continuance of an Event of 
Default, if any sums of money or property so paid or distributed in respect of the Investment Property 
shall be received by such Grantor, such Grantor shall, until such money or property is paid or delivered to 
Lenders, hold such money or property in trust for Lenders, segregated from other funds of such Grantor, 
as additional Collateral for the Secured Obligations. 

(b) Without the prior written consent of Lenders, such Gran tor will not (i) vote to 
enable, or take any other action to pennit, any Issuer to issue any equity interests of any nature or to issue 
any other securities or interests convertible into or granting the right to purchase or exchange for any 
equity interests of any nature of any Issuer, except, in each case, as pennitted by the Facility Agreement, 
(ii) sell, assign, transfer, exchange, or otherwise dispose of, or grant any option with respect to, the 
Investment Property or Proceeds thereof (except pursuant to a transaction expressly permitted by the 
Facility Agreement) other than, with respect to Investment Property not constituting Pledged Equity or 
Pledged Notes, any such action in the ordinary course of business which is not prohibited by the Facility 
Agreement, (iii) create, incur or penuit to exist any Lien or option in favor of, or any claim of any Person 
with respect to, any of the Investment Property or Proceeds thereof, or any interest therein, except for 
Penuitted Liens, or (iv) enter into any agreement or undertaking restricting the right or ability of such 
Grantor or Lenders to sell, assign or transfer any of the Investment Property or Proceeds thereof, except, 
any such action which is not prohibited by the Facility Agreement. 

(c) In the case of each Grantor which is an Issuer, such Issuer agrees that (i) it will 
be bound by the tenns of this Agreement relating to the Investment Property issued by it and will comply 
with such tem1s insofar as such tem1s are applicable to it, (ii) it will notify Lenders promptly in writing of 
the occurrence of any of the events described in Section 5.5(a) of this Agreement with respect to the 
Investment Property issued by it and (iii) the tem1s of Sections 6.3(c) and 6. 7 of this Agreement shall 
apply to such Grantor with respect to all actions that may be required of it pursuant to Section 6.3(c) or 
6.7 of this Agreement regarding the Investment Property issued by it. 

5 .6 Receivables. 

(a) Other than in the ordinary course of business or with respect to amounts which 
are not material to such Grantor, such Grantor will not (i) grant any extension of the time of payment of 
any Receivable, (ii) compromise or settle any Receivable for less than the full amount thereof, (iii) 
release, wholly or partially, any Person liable for the payment of any Receivable, (iv) allow any credit or 
discount whatsoever on any Receivable or (v) amend, supplement or modify any Receivable in any 
manner that would reasonably be expected to adversely affect the value thereof in any material respect. 
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(b) Such Gran tor will deliver to Lenders a copy of each material demand, notice or 
document received by it that questions or calls into doubt the validity or enforceability of more than five 
percent (5%) of the aggregate amount of the then outstanding Receivables for all Grantors. 

5.7 Intellectual Propertv. Except as expressly permitted by the Facility Agreement, 

(a) Such Grantor (either itself or through licensees) will (i) continue to use each 
trademark (owned by such Grantor) material to its business, in order to maintain such material trademark 
in full force free from any claim of abandonment for non-use, (ii) use such material trademark with the 
appropriate notice of registration and all other notices and legends required by applicable law, (iii) not 
adopt or use any mark which is confusingly similar or a colorable imitation of such material trademark 
unless Lenders shall obtain a perfected security interest in such mark pursuant to this Agreement and (iv) 
not (and not pem1it any licensee or sub licensee thereof to) do any act or knowingly omit to do any act 
whereby such material trademark becomes invalidated or impaired in any way. 

(b) Such Gran tor (either itself or through licensees) will not do any act, or omit to do 
any act, whereby any patent owned by such Grantor material to its business may become forfeited, 
abandoned or dedicated to the public. 

(c) Such Grantor (either itself or through licensees) (i) will employ each copyright 
owned by such Grantor material to its business and (ii) will not (and will not pennit any licensee or 
sub licensee thereof to) do any act or knowingly omit to do any act whereby any material portion of such 
copyrights may become invalidated or otherwise impaired, and (iii) will not (either itself or through 
licensees) do any act whereby any material portion of such copyrights may fall into the public domain. 

(d) Such Grantor (either itself or through licensees) will not knowingly do any act 
that uses any Intellectual Property material to its business to infringe the intellectual property rights of any 
other Person. 

( e) Such Grantor will notify Lenders promptly if it knows that any application or 
registration relating to any material Intellectual Property may become forfeited, abandoned or dedicated 
to the public, or of any detennination or development (including the institution of, or any such 
determination or development in, any proceeding in the Canadian Intellectual Property Office, the United 
States Patent and Trademark Office, the United States Copyright Office or any court or tribunal in any 
country) regarding, such Grantor's ownership of, or the validity of, any material Intellectual Property or 
such Grantor's right to register the same or to own and maintain the same would reasonably be expected 
to have a Material Adverse Effect. 

(f) Whenever such Grantor, either by itself or through any agent, employee, licensee 
or designee, shall file an application for the registration of any Intellectual Property with the Canadian 
Intellectual Property Office, the United States Patent and Trademark Office, the United States Copyright 
Office or any similar office or agency in any other country or any political subdivision thereof, such 
Grantor shall report such filing to Lenders concurrently with the next delivery of financial statements of 
Borrower pursuant to the Facility Agreement. Upon the request of Lenders, such Grantor shall execute 
and deliver, and have recorded, any and all agreements, instruments, documents, and papers as Lenders 
may request to evidence Lenders' security interest in any copyright, patent or trademark and the goodwill 
and general intangibles of such Grantor relating thereto or represented thereby. 

(g) Such Grantor will take all reasonable and necessary steps to maintain and pursue 
each application (and to obtain the relevant registration) and to maintain each registration of all material 
Intellectual Property owned by it. 
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(h) In the event that any material Intellectual Property is infringed upon or 
misappropriated or diluted by a third party, such Grantor shall (i) take such actions as such Grantor shall 
reasonably deem appropriate under the circumstances to protect such Intellectual Property and (ii) if such 
Intellectual Property is of material economic value, promptly notify Lenders after it learns thereof and sue 
for infringement, misappropriation or dilution, to seek injunctive relief where appropriate and to recover 
any and all damages for such infringement, misappropriation or dilution. 

5.8 Depositary and Other Deposit Accounts. Grantors shall cause each Bank at 
which they maintain Deposit Accounts to enter into a Control Agreement with Lenders. No Grantor shall 
open any Deposit Accounts not listed on Schedule 6 unless such Grantor shall have given to Lenders 10 
calendar days' prior written notice (or such lesser notice as Lenders may agree in its reasonable 
discretion) of its intention to open any such new Deposit Accounts and shall have caused the bank at 
which such account is held to enter into a Control Agreement. 

5.9 Other Matters. 

(a) Each Grantor authorizes Lenders to, at any time and from time to time, file 
financing statements, continuation statements, and amendments thereto that describe the Collateral as ''all 
assets" of each Grantor, or words of similar effect, and which contain any other infonuation required 
pursuant to the PPSA for the sufficiency of filing office acceptance of any financing statement, 
continuation statement or amendment, and each Grantor agrees to furnish any such inforniation to 
Lenders promptly upon request. Any such financing statement, continuation statement or amendment 
may be signed by Lenders on behalf of any Grantor and may be filed at any time in any jurisdiction. 

(b) Each Grantor shall, at any time and from time and to time, take such steps as 
Lenders may reasonably request for Lenders to insure the continued perfection and priority of Lenders' 
security interest in any of the Collateral and of the preservation of its rights therein. 

5 .10 F acilitv Agreement. Each of the Gran tors covenants that it will, and, if 
necessary, will cause or enable Borrower to, fully comply \vith each of the covenants and other 
agreements set forth in Facility Agreement. 

5 .11 Insurance. 

Each Grantor shall: 

(a) Keep the Collateral properly housed and insured for the full insurable value 
thereof against loss or damage by fire, theft, explosion, sprinklers, collision (in the case of motor vehicles) 
and such other risks as are customarily insured against by Persons engaged in businesses similar to that of 
such Grantor, with such companies, in such amounts, with such deductibles, and under policies in such 
fonu, as shall be reasonably satisfactory to Lenders. Grantor shall provide Lenders with certificates of 
insurance on the date of this Agreement and original (or certified) copies of such policies of insurance 
within thirty (30) days of the date of this Agreement, together with evidence of payment of all premiums 
therefor, and such policies shall contain an endorsement, in fonu and substance acceptable to Lenders, 
showing loss under such insurance policies payable to Lenders. Such endorsement, or an independent 
instrument furnished to Lenders, shall provide that the insurance company shall give Lenders at least 
thirty (30) days written notice before any such policy of insurance is altered or canceled. 

(b) Maintain, at their expense, such public liability and third party property damage 
insurance as is customary for Persons engaged in businesses similar to that of Grantors with such 
companies and in such amounts, with such deductibles and under policies in such fonu as shall be 
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satisfactory to Lenders. Grantor shall provide Lenders with certificates of insurance on the date of this 
Agreement and original (or certified) copies of such policies within thirty (30) days after the date of this 
Agreement, together with evidence of payment of all premiums therefor. Each such policy shall contain 
an endorsement showing Lenders as additional insureds thereunder and providing that the insurance 
company shall give Lenders at least thirty (30) days written notice before any such policy shall be altered 
or canceled. 

SECTION 6 REMEDIAL PROVISIONS. 

6.1 Certain Matters Relating to Receivables. 

(a) At any time and from time to time after the occurrence and during the 
continuance of an Event of Default, Lenders shall have the right to make test verifications of the 
Receivables in any manner and through any medium that they reasonably consider advisable, and each 
Grantor shall furnish all such assistance and infonnation as Lenders may reasonably require in connection 
with such test verifications. At any time and from time to time after the occurrence and during the 
continuance of an Event of Default, upon Lenders' request and at the expense of the relevant Grantor, 
such Grantor shall cause independent public accountants or others satisfactory to Lenders to furnish to 
Lenders reports showing reconciliations, agings and test verifications of, and trial balances for, the 
Receivables. 

(b) Lenders hereby authorize each Grantor to collect such Grantor's Receivables, 
and Lenders may curtail or tenninate such authority at any time after the occurrence and during the 
continuance of an Event of Default. If required by Lenders at any time after the occurrence and during 
the continuance of an Event of Default, any payments of Receivables, when collected by any Grantor, (i) 
shall be forthwith (and, in any event, within two Business Days) deposited by such Grantor in the exact 
fonn received, duly indorsed by such Grantor to Lenders if required and upon notice to such Grantor, in a 
collateral account maintained under the sole dominion and control of Lenders, subject to withdrawal by 
Lenders only as provided in Section 6.5, and (ii) until so turned over after such request by Lenders, shall 
be held by such Grantor in trust for Lenders, segregated from other funds of such Grantor. Each such 
deposit of Proceeds of Receivables shall be accompanied by a report identifying in reasonable detail the 
nature and source of the payments included in the deposit. 

( c) At any time and from time to time after the occurrence and during the 
continuance of an Event of Default, at Lenders' request, each Grantor shall deliver to Lenders copies of 
all documents evidencing, and relating to, the agreements and transactions which gave rise to the 
Receivables, including all orders, invoices and shipping receipts. 

(d) Each Grantor hereby irrevocably authorizes and empowers Lenders, in Lenders' 
sole discretion, at any time after the occurrence and during the continuance of an Event of Default, 
following Lenders' concurrent notice to such Grantor, to assert, either directly or on behalf of such 
Grantor, any claim such Grantor may from time to time have against the sellers under or with respect to 
any agreements assigned or collaterally assigned to Lenders and to receive and collect any and all 
damages, awards and other monies resulting therefrom and to apply the same to the Secured Obligations 
in such order as Lenders may detennine in their discretion. After the occurrence and during the 
continuance of an Event of Default, each Grantor hereby irrevocably makes, constitutes and appoints 
Lenders as their true and lawful attorney in fact for the purpose of enabling Lenders to assert and collect 
such claims and to apply such monies in the manner set forth above, which appointment, being coupled 
with an interest, is irrevocable until the Secured Obligations are Paid in Full. 

6.2 Communications with Obligors; Grantors Remain Liable. 
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(a) Lenders in their own name or in the name of others may at any time after the 
occurrence and during the continuance of an Event of Default communicate with obligors under the 
Receivables to verify with them to Lenders' satisfaction the existence, amount and tem1s of any 
Receivables. 

(b) Upon the written request of Lenders at any time after the occurrence and during 
the continuance of an Event of Default, each Grantor shall notify obligors on the Receivables that the 
Receivables have been assigned to Lenders and that payments in respect thereof shall be made directly to 
Lenders. 

( c) Anything herein to the contrary notwithstanding, each Gran tor shall remain liable 
in respect of each of the Receivables to observe and perform all the conditions and obligations to be 
observed and performed by it thereunder, all in accordance with the tenns of any agreement giving rise 
thereto. Lenders shall have no obligation or liability under any Receivable (or any agreement giving rise 
thereto) by reason of or arising out of this Agreement or the receipt by Lenders of any payment relating 
thereto, nor shall Lenders be obligated in any manner to perfonn any of the obligations of any Grantor 
under or pursuant to any Receivable (or any agreement giving rise thereto), to make any payment, to 
make any inquiry as to the nature or the sufficiency of any payment received by it or as to the sufficiency 
of any perf onuance by any party thereunder, to present or file any claim, to take any action to enforce any 
perfonnance or to collect the payment of any amounts which may have been assigned to it or to which it 
may be entitled at any time or times. 

(d) After the occurrence and during the continuance of an Event of Default, for the 
purpose of enabling Lenders to exercise rights and remedies under this Agreement, each Grantor hereby 
grants to Lenders an irrevocable, nonexclusive license (exercisable without payment of royalty or other 
compensation to such Grantor) to use, license or sublicense any Intellectual Property now owned or 
hereafter acquired by such Grantor, and wherever the same may be located, and including in such license 
access to all media in which any of the licensed items may be recorded or stored mid to all computer 
software and programs used for the compilation or printout thereof. Such license will tenninate when all 
of the Secured Obligations have been Paid in Full. 

6.3 Investment Propertv. 

(a) Unless an Event of Default shall have occurred and be continuing and Lenders 
shall have given written notice to the relevm1t Gran tor of Lenders' intent to exercise their corresponding 
rights pursuant to Section 6.3(b), each Grm1tor shall be permitted to receive all cash dividends and 
distributions paid in respect of the Pledged Equity and all payments made in respect of the Pledged Notes, 
to the extent permitted in the Facility Agreement, and to exercise all voting and other rights with respect 
to the Investment Property; provided, that no vote shall be cast or other right exercised or action taken 
which would reasonably be expected to materially impair the Collateral or which would be inconsistent 
with or result in any violation of any provision of the Facility Agreement, this Agreement or m1y other 
Lom1 Document. 

(b) If an Event of Default shall occur and be continuing and Lenders shall give 
notice of its intent to exercise such rights to the relevm1t Grantor or Grantors, (i) Lenders shall have the 
right to receive any and all cash dividends and distributions, payments or other Proceeds paid in respect of 
the Investment Property and make application thereof to the Secured Obligations in such order as Lenders 
may detennine in their discretion, (ii) Lenders shall have the right to cause any or all of the Investment 
Property to be registered in the name of Lenders or their nominee and (iii) Lenders or their nominee may 
exercise (x) all voting and other rights pertaining to such Investment Property at any meeting of holders 
of the equity interests of the relevant Issuer or Issuers or otherwise (or by written consent) and (y) any and 
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all rights of conversion, exchange and subscription and any other rights, privileges or options pertaining 
to such Investment Property as if they were the absolute owner thereof (including the right to exchange at 
its discretion any and all of the Investment Property upon the merger, consolidation, reorganization, 
recapitalization or other fundamental change in the corporate or other structure of any Issuer, or upon the 
exercise by any Grantor or Lenders of any right, privilege or option pertaining to such Investment 
Property, and in connection therewith, the right to deposit and deliver any and all of the Investment 
Property with any committee, depositary, trm1sfer agent, registrar or other designated agency upon such 
tenns mid conditions as Lenders may detern1ine), all without liability except to account for property 
actually received by it, but Lenders shall have no duty to any Grantor to exercise any such right, privilege 
or option and shall not be responsible for any failure to do so or delay in so doing. 

(c) After the occurrence and during the continum1ce of an Event of Default, each 
Grantor hereby authorizes mid instructs each Issuer of any Investment Property pledged by such Grm1tor 
hereunder to (i) comply with any instruction received by it from Lenders in ·writing that (x) states that an 
Event of Default has occurred and is continuing and (y) is otherwise in accordm1ce with the tern1s of this 
Agreement, without any other or further instructions from such Grantor, and each Grm1tor agrees that 
each Issuer shall be fully protected in so complying and (ii) unless otherwise expressly pennitted hereby, 
pay any dividends, distributions or other payments with respect to the Investment Property directly to 
Lenders. 

6.4 Proceeds to be Turned Over to Lenders. In addition to the rights of Lenders 
specified in Section 6.1 with respect to payments of Receivables, if m1 Event of Default shall occur and be 
continuing, all Proceeds received by any Grm1tor consisting of cash, checks and other cash equivalent 
items shall be held by such Grm1tor in trust for Lenders, segregated from other funds of such Grantor, mid 
shall, upon written request of Lenders, forthwith upon receipt by such Grm1tor, be turned over to Lenders 
in the exact fonn received by such Grantor (duly indorsed by such Grantor to Lenders, if required). All 
Proceeds received by Lenders hereunder shall be held by Lenders in a collateral account maintained under 
its sole dominion and control. All Proceeds, while held by Lenders in m1y collateral account (or by such 
Grantor in trust for Lenders) established pursum1t hereto, shall continue to be held as collateral security 
for the Secured Obligations mid shall not constitute payment thereof until applied as provided in Section 
6.5. 

6.5 Application of Proceeds. Lenders may apply all or m1y part of Proceeds from the 
sale of, or other realization upon, all or any part of the Collateral in payment of the Secured Obligations in 
such order as Lenders shall detennine in its discretion. Any part of such funds which Lenders elects not 
so to apply and deems not required as collateral security for the Secured Obligations shall be paid over 
from time to time by Lenders to the applicable Grantor or to whomsoever may be lawfully entitled to 
receive the same. Any balance of such Proceeds remaining after the Secured Obligations shall have been 
Paid in Full shall be paid over to the applicable Grantor or to whomsoever may be lawfully entitled to 
receive the same. 

6.6 PPSA and Other Remedies. If an Event of Default shall occur m1d be continuing, 
Lenders may exercise, in addition to all other rights and remedies granted to them in this Agreement and 
in any other instrument or agreement securing, evidencing or relating to the Secured Obligations, all 
rights and remedies of a secured party under the PPSA or m1y other applicable law. Without limiting the 
generality of the foregoing, Lenders, without demm1d of perfornrnnce or other demand, presentment, 
protest, advertisement or notice of any kind (except any notice required by law referred to below) to or 
upon any Grm1tor or any other Person (all and each of which demm1ds, defenses (other than defense of 
payment), advertisements and notices are hereby waived), may in such circumstances forthwith collect, 
receive, appropriate and realize upon the Collateral, or any part thereof, m1d/or may forthwith sell, lease, 
assign, give options to purchase, or otherwise dispose of and deliver the Collateral or any part thereof (or 
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contract to do any of the foregoing), in one or more parcels at public or private sale or sales, at any 
exchange, broker's board or office of Lenders or elsewhere upon such tenns and conditions as it may 
deem advisable and at such prices as it may deem best, for cash or on credit or for future delivery with 
assumption of any credit risk. Lenders shall have the right upon any such public sale or sales, and, to the 
extent pennitted by law, upon any such private sale or sales, to purchase the whole or any part of the 
Collateral so sold, free of any right or equity of redemption in any Grantor, which right or equity is 
hereby waived and released. Each Grantor further agrees, at Lenders' request, to assemble the Collateral 
and make it available to Lenders at places which Lenders shall reasonably select, whether at such 
Grantor's premises or elsewhere. Lenders shall apply the net proceeds of any action taken by it pursuant 
to this Section 6.6, after deducting all reasonable documented out-of-pocket costs and expenses of every 
kind incurred in connection therewith or incidental to the care or safekeeping of any of the Collateral or in 
any way relating to the Collateral or the rights of Lenders hereunder, to the payment in whole or in part of 
the Secured Obligations, in such order as Lenders may elect in its discretion, and only after such 
application and after the payment by Lenders of any other amount required by any provision of law, need 
Lenders account for the surplus, if any, to any Grantor. To the extent pennitted by applicable lmv, each 
Grantor waives all claims, damages and demands it may acquire against Lenders arising out of the 
exercise by them of any rights hereunder. If any notice of a proposed sale or other disposition of 
Collateral shall be required by law, such notice shall be deemed reasonable and proper if given at least 10 
calendar days before such sale or other disposition. 

6. 7 Registration Rights. 

(a) If Lenders shall detennine to exercise their right to sell any or all of the Pledged 
Equity pursuant to Section 6.6, and if in the opinion of Lenders it is necessary or advisable to have the 
Pledged Equity, or that portion thereof to be sold, registered under the provisions of the Securities Act, 
the relevant Grantor will cause the Issuer thereof to (i) execute and deliver, and cause the directors and 
officers of such Issuer to execute and deliver, all such instruments and documents, and do or cause to be 
done all such other acts as may be, in the opinion of Lenders, necessary or advisable to register the 
Pledged Equity, or that portion thereof to be sold, under the provisions of the Securities Act, (ii) use its 
commercially reasonable efforts to cause the registration statement relating thereto to become effective 
and to remain effective for a period of one year from the date of the first public offering of the Pledged 
Equity, or that portion thereof to be sold, and (iii) make all amendments thereto and/or to the related 
prospectus which, in the opinion of Lenders, are necessary or advisable, all in confonnity with the 
requirements of the Securities Act and the rules and regulations of the Securities and Exchange 
Commission applicable thereto. Each Grantor agrees to cause such Issuer to comply with the provisions 
of the securities or "Blue Sky" laws of any and all jurisdictions which Lenders shall designate and to 
make available to its security holders, as soon as practicable, an earnings statement (which need not be 
audited) which will satisfy the provisions of the Securities Act. 

(b) Each Grantor recognizes that Lenders may be unable to effect a public sale of 
any or all the Pledged Equity, by reason of certain prohibitions contained in the Securities Act and 
applicable state securities laws or otherwise, and may be compelled to resort to one or more private sales 
thereof to a restricted group of purchasers which will be obliged to agree, among other things, to acquire 
such securities for their own account for investment and not with a view to the distribution or resale 
thereof. Each Grantor acknowledges and agrees that any such private sale may result in prices and other 
tenns less favorable than if such sale were a public sale and, notwithstanding such circumstances, agrees 
that any such private sale shall be deemed to have been made in a commercially reasonable manner. 
Lenders shall be under no obligation to delay a sale of any of the Pledged Equity for the period of time 
necessary to pem1it the Issuer thereof to register such securities or other interests for public sale under the 
Securities Act, or under applicable state securities laws, even if such Issuer would agree to do so. 
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(c) Each Grantor agrees to use its commercially reasonable efforts to do or cause to 
be done all such other acts as may be necessary to make such sale or sales of all or any portion of the 
Pledged Equity pursuant to this Section 6.7 valid and binding and in compliance with applicable law. 
Each Grantor further agrees that a breach of any of the covenants contained in this Section 6. 7 will cause 
irreparable injury to Lenders, that Lenders have no adequate remedy at law in respect of such breach and, 
as a consequence, that each and every covenant contained in this Section 6. 7 shall be specifically 
enforceable against such Grantor, and such Grantor hereby waives and agrees not to assert any defenses 
against an action for specific perfonnance of such covenants except for a defense that no Event of Default 
has occurred under the Facility Agreement. 

6.8 Waiver; Deficiency. Each Grantor waives and agrees not to assert any rights or 
privileges which it may acquire under Section 64 of the PPSA. Each Grantor shall remain liable for any 
deficiency if the proceeds of any sale or other disposition of the Collateral are insufficient to pay the 
Secured Obligations in full and the reasonable fees and disbursements of any attorneys employed by 
Lenders to collect such deficiency. 

SECTION 7 MISCELLANEOUS. 

7 .1 Amendments in Writing. None of the tenns or provisions of this Agreement may 
be waived, amended, supplemented or otherwise modified except in accordance with the Facility 
Agreement. 

7.2 Notices. All notices, requests and demands to or upon Lenders or any Grantor 
hereunder shall be addressed to such party and effected in the manner provided for in the Facility 
Agreement. 

7.3 Indemnification by Grantors. Each Grantor agrees to jointly and severally 
indemnify, pay, and hold Lenders and their Affiliates, officers, directors, employees, agents, and attorneys 
(the "Indenmitees") harn1less from and against any and all liabilities, obligations, losses, damages, 
penalties, actions, judgments, suits, claims, reasonable and documented out-of-pocket costs and expenses 
(including all reasonable documented out-of-pocket fees and reasonable expenses of counsel to such 
Indenmitees) of any kind or nature whatsoever that may be imposed on, incurred by, or asserted against 
the Indenmitee as a result of such Indemnitees being a party to this Agreement or the transactions 
consummated pursuant to this Agreement or otherwise relating to any of the Loan Documents; provided 
that no Grantor shall have any obligation to an Indenmitee hereunder with respect to liabilities to the 
extent resulting from the gross negligence or willful misconduct of that Indenmitee as detennined by a 
final non-appealable order of a court of competent jurisdiction. If and to the extent that the foregoing 
undertaking may be unenforceable for any reason, such Grantor agrees to make the maximum 
contribution to the payment and satisfaction thereof which is pern1issible under applicable law. The 
provisions in this Section 7.3 shall survive repayment of all (and shall be) Secured Obligations (and all 
commitments of Lenders, if any, to extend credit that would constitute Obligations have been tenninated 
or have expired), any foreclosure under, or any modification, release or discharge of, any or all of the 
Collateral and tern1ination of this Agreement. 

7.4 Enforcement Expenses. 

(a) Each Grantor agrees, on a joint and several basis, to pay or reimburse on demand 
Lenders for all reasonable out-of-pocket documented costs and expenses incurred in collecting against 
any Grantor or otherwise enforcing or preserying any rights under this Agreement and the other Loan 
Documents. 
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(b) Each Gran tor agrees to pay, and to save Lenders hannless from, any and all 
liabilities with respect to, or resulting from any delay in paying, any and all stamp, excise, sales or other 
taxes which may be payable or detennined to be payable with respect to any of the Collateral or in 
connection with any of the transactions contemplated by this Agreement. 

(c) The agreements in this Section 7.4 shall survive repayment of all (and shall be) 
Secured Obligations (and all commitments of Lenders, if any, to extend credit that would constitute 
Borrower Obligations have been tenninated or have expired), any foreclosure under, or any modification, 
release or discharge of, any or all of the Collateral and tem1ination of this Agreement. 

7.5 Captions. Section captions used in this Agreement are for convenience only and 
shall not affect the construction of this Agreement. 

7.6 Nature of Remedies. All Secured Obligations of each Grantor and rights of 
Lenders expressed herein or in any other Loan Document shall be in addition to and not in limitation of 
those provided by applicable law. No failure to exercise and no delay in exercising, on the part of 
Lenders, 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. 

7.7 Counterparts; Effectiveness. This Agreement and any amendments, waivers, 
consents or supplements may be executed in any number of counterparts and by different parties hereto in 
separate counterparts, each of which when so executed and delivered shall be deemed an original, but all 
of which counterparts together shall constitute but one in the same instrument. This Agreement shall 
become effective upon the execution of a counterpart hereof by each of the parties hereto. 

7.8 Severabilitv. The invalidity, illegality or unenforceability in any jurisdiction of 
any provision under this Agreement or any of the other Loan Documents shall not affect or impair the 
remaining provisions in this Agreement or any of the other Loan Documents. 

7.9 Entire Agreement. This Agreement and the other Loan Documents to which the 
parties hereto are parties embody the entire agreement among the parties hereto and supersede all prior 
commitments, agreements, representations and understandings, whether oral or written, relating to the 
subject matter hereof, and may not be contradicted or varied by evidence of prior, contemporaneous, or 
subsequent oral agreements or discussions of the parties hereto. All Exhibits, Schedules and Annexes 
referred to herein are incorporated in this Agreement by reference and constitute a part of this Agreement. 
If any provision contained in this Agreement conflicts with any provision of the Facility Agreement, then 
with regard to such conflicting provisions, the Facility Agreement shall govern and control. 

7 .10 Successors; Assigns. This Agreement shall be binding upon and inure to the 
benefit of the parties hereto and their respective successors and pennitted assigns except that Grantors 
may not assign their rights or obligations hereunder without the written consent of Lenders and any such 
purported assignment without such written consent shall be void. 

7.11 Applicable Law. THIS AGREEMENT SHALL BE GOVERNED BY AND 
SHALL BE CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE 
PROVINCE OF ONTARIO AND THE FEDERAL LAWS OF CANADA APPLICABLE THEREIN, 
WITHOUT REGARD TO CONFLICTS OF LAW PRINCIPLES. 

7.12 Consent to Jurisdiction. GRANTORS HEREBY CONSENT TO THE 
JURISDICTION OF THE COURTS OF COMPETENT JURISDICTION IN THE PROVINCE OF 
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ONTARIO AND IRREVOCABLY AGREE THAT, SUBJECT TO LENDERS' ELECTION, ALL 
ACTIONS OR PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT SHALL 
BE LITIGATED IN SUCH COURTS. GRANTORS EXPRESSLY SUBMIT AND CONSENT TO THE 
JURISDICTION OF THE AFORESAID COURTS AND WAIVE ANY DEFENSE OF FORUM NON 
CONVENIENS. GRANTORS HEREBY WAIVE PERSONAL SERVICE OF ANY AND ALL 
PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON 
GRANTORS BY CERTIFIED OR REGISTERED MAIL, RETURN RECEIPT REQUESTED, 
ADDRESSED TO BORROWER, AT THE ADDRESS SET FORTH IN THE FACILITY AGREEMENT 
AND SERVICE SO MADE SHALL BE COMPLETE TEN (10) DAYS AFTER THE SAME HAS 
BEEN POSTED. 

7.13 Waiver of Jury Trial. GRANTORS AND LENDERS HEREBY WAIVE THEIR 
RESPECTIVE RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED 
UPON OR ARISING OUT OF THIS AGREEMENT AND THE OTHER TRANSACTION 
DOCUMENTS. GRANTORS AND LENDERS ACKNOWLEDGE THAT THIS WAIVER IS A 
MATERIAL INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT EACH HAS 
RELIED ON THE W AIYER IN ENTERING INTO THIS AGREEMENT AND THE OTHER 
TRANSACTION DOCUMENTS AND THAT EACH WILL CONTINUE TO RELY ON THEW AIYER 
IN THEIR RELATED FUTURE DEALINGS. GRANTORS AND LENDERS WARRANT AND 
REPRESENT THAT EACH HAS HAD THE OPPORTUNITY OF REVIEWING THIS JURY W AIYER 
WITH LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND VOLUNTARILY WAIVES ITS 
JURY TRIAL RIGHTS. 

7.14 Set-off. Each Grantor agrees that Lenders have all rights of set-off and bankers' 
lien provided by applicable law, and in addition thereto, each Grantor agrees that at any time any Event of 
Default exists, Lenders may apply to the payment of any Secured Obligations in such order as Lenders 
may detennine in its discretion, whether or not then due, any and all balances, credits, deposits, accounts 
or moneys of such Grantor then or thereafter with Lenders. Lenders hereby agrees that it shall endeavor 
to notify such Grantor of any such set-off or any such application, but failure to notify shall have no 
adverse determination or effect hereunder. 

7 .15 Acknowledgements. Each Grantor hereby acknowledges that: 

(a) it has been advised by counsel in the negotiation, execution and delivery of this 
Agreement and the other Loan Documents to which it is a party; 

(b) Lenders have no fiduciary relationship with or duty to any Grantor arising out of 
or in connection with this Agreement or any of the other Loan Documents, and the relationship 
between the Grantors, on the one hand, and Lenders, on the other hand, in connection herewith or 
therewith is solely that of debtor and creditor; and 

(c) no joint venture is created hereby or by the other Loan Documents or otherwise 
exists by virtue of the transactions contemplated hereby among the Gran tors and Lenders. 

7 .16 Addition of New Granto rs. In accordance with the tem1s of the Facility 
Agreement, additional Persons may from time to time after the date of this Agreement become Grantors 
under this Agreement by executing and delivering to Lenders a joinder (together with all schedules 
thereto, a "Joinder") to this Agreement, in substantially the fonn attached hereto as A1mex A. Effective 
from and after the date of the execution and delivery by any Person to the Lenders of a Joinder: 
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(a) such Person shall be, and shall be deemed for all purposes to be, a Grantor under this 
Agreement with the same force and effect, and subject to the same agreements, 
representations, indemnities, liabilities, obligations, liens and security interests, as if such 
Person had been an original signatory to this Agreement as a Grantor; and 

(b) all Collateral of such Person shall be, and shall be deemed for all purposes to be 
"Collateral" of such Person for the purposes of this Agreement and subject to security 
interests from such Person in accordance with the provisions of this Agreement as 
security for the due payment and perfonnance of the Secured Obligations in accordance 
with the provisions of this Agreement. 

7 .17 Releases. 

(a) At such time as the Secured Obligations have been Paid in Full, Lenders shall 
release the Collateral from the Liens created hereby, and this Agreement and all guarantees and 
obligations (other than those expressly stated to survive such termination) of Lenders and each Grantor 
hereunder shall tem1inate, all without delivery of any instrument or performance of any act by any party, 
and all rights to the Collateral shall revert to the Grantors. At the sole expense (to the extent reasonable, 
documented and out-of-pocket) of any Grantor following any such tennination, Lenders shall promptly 
deliver to the Grantors any Collateral held by Lenders hereunder, and execute and deliver to the Grantors 
such documents (including authorization to file PPSA discharge statements) to evidence such tennination. 

(b) If any of the Collateral shall be sold, transferred or otherwise disposed of by any 
Grantor in a transaction penuitted by the Facility Agreement, then Lenders, at the request and sole 
expense (to the extent reasonable, documented and out-of-pocket) of such Grantor, shall execute and 
deliver to such Grantor all releases or other documents reasonably necessary or desirable for the release of 
the Liens created hereby on such Collateral. At the request and sole expense (to the extent reasonable, 
documented and out-of-pocket) of Grantors, a Grantor shall be released from its obligations hereunder in 
the event that all the equity interests of such Grantor shall be sold, transferred or otherwise disposed of in 
a transaction pennitted by the Facility Agreement; provided that Borrower shall have delivered to 
Lenders, with reasonable notice prior to the date of the proposed release, a written request for release 
identifying the relevant Grantor and the terms of the sale or other disposition in reasonable detail, 
including the price thereof and any expenses in connection therewith, together with a certification by 
Borrower stating that such transaction is in compliance witli the Facility Agreement and the oilier Loan 
Documents. 

7 .18 Obligations and Liens Absolute and Unconditional. Each Grantor understands 
and agrees that the obligations of each Grantor under this Agreement shall be construed as a continuing, 
absolute and unconditional without regard to (a) the validity or enforceability of any Loan Document, any 
of the Secured Obligations or any other collateral security therefor or guaranty or right of offset with 
respect thereto at any time or from time to time held by Lenders, (b) any defense, set-off or counterclaim 
(other than a defense of payment or perfomiance) which may at any time be available to or be asserted by 
any Grantor or any other Person against Lenders, or (c) any other circumstance whatsoever (with or 
without notice to or knowledge of any Grantor) which constitutes, or might be construed to constitute, an 
equitable or legal discharge of any Grantor for the Secured Obligations, in bankruptcy or in any other 
instance. When making any demand hereunder or otherwise pursuing its rights and remedies hereunder 
against any Grantor, Lenders may, but shall be under no obligation to, make a similar demand on or 
otherwise pursue such rights and remedies as it may have against any other Grantor or any other Person or 
against any collateral security or guaranty for the Secured Obligations or any right of off set with respect 
thereto, and any failure by Lenders to make any such demand, to pursue such other rights or remedies or 
to collect any payments from any other Grantor or any other Person or to realize upon any such collateral 
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security or guaranty or to exercise any such right of offset, or any release of any other Grantor or any 
other Person or any such collateral security, guaranty or right of offset, shall not relieve any Grantor of 
any obligation or liability hereunder, and shall not impair or affect the rights and remedies, whether 
express, implied or available as a matter of law, of Lenders against any Grantor. For the purposes hereof 
"demand" shall include the commencement and continuance of any legal proceedings. 

7.19 Reinstatement. In the event that any payment in respect of the Secured 
Obligations, or any part thereof, is rescinded, reduced, restored or returned, the Secured Obligations shall 
be reinstated and deemed reduced only by such amount paid and not so rescinded, reduced, restored or 
returned. 

[Signatures Immediately Follow] 
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IN WITNESS WHEREOF, each of the undersigned has caused this Canadian Security 
Agreement to be duly executed and delivered as of the date first above written. 

GRANTO RS: 

LENDERS: 

ARALEZ PHARMACEUTICALS INC. 

By: ~QM~ 
Name: Adrian Adams 
Title: Chief Executive Officer 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 
By: Deerfield Mgmt. Ill, L.P., its General Prutner 
By: J.E. Flynn Capital III, LLC, its General 
Partner 

By: _________ ~ 

Name: David J. Clark 
Title: Authorized Signatory 

DEERFIELD INTERNATIONAL MASTER 
FUND,L.P. 
By: Deerfield Mgmt., L.P., its General Paitner 
By: J.E. Flym1 Capital, LLC, its General Partner 

By: __________ _ 

Name: David J. Clark 
Title: Authorized Signatory 

DEERFIELD PARTNERS, L.P. 
By: Deerfield Mgmt., L.P., its General Partner 
By: J.E. Flynn Capital, LLC, its General Pruiner 

Name David J. Clark 
Title: Authorized Signatory 

[Deerfield Tribute - Canadian Security Agreement- Post-Arrangement - Signature Page} 



IN WITNESS WHEREOF, each of the undersigned has caused this Canadian Security 
Agreement to be duly executed and delivered as of the date first above written. 

GRANTO RS: 

LENDERS: 

ARALEZ PHARMACEUTICALS INC. 

By: ________ _ 

Name: Adrian Adams 
Title: Chief Executive Officer 

DEERFIELD PRIVATE DESIGN FUND ID, L.P. 
By: Deerfield Mgmt. ID, L.P., its General Partner 
By: J.E Flynn Capital ID, LLC, its General 
Partn 

By: £:::.~::«::~~,&...--L..~la.ci~~ 
Name: David J. Clark 
Title: Authorized Signatory 

INI'ERNATIONAL MASTER 

By:J::.=12..:::A~:=t::_4:.L..U~~f2 
Name: David J. Clark 
Title: Authorized Signatory 

DEERFIELD PARTNERS, L.P. 
By: Deerfield Mgmt., L.P., its General Partner 
By: J .. I Capital LL its"')jral ~er 

By:'-IL-__.,'-'~-"'-":::.......,r-+-1--c:f/~ 
Name David J. Clark 
Title: Authorized Signatory 

[Deelfield Trib!lte- Canadian Security Agreement- Post-Arrangement - Signature Page] 



SCHEDULE 1 

INVESTMENT PROPERTY 

A. PLEDGED EQUITY 

Class of Certificate Number of 
Percentage of 

Pledgor !ll!w: Outstanding Shares/Units Number(s) Shares/Units Shares/Units 

Aralez Tribute Common C-1 I 100% 
Phannaceuticals Phannaceuticals Shares 

Inc. Canada Inc. 

Aralez Aralez Ordinary I I 100% 
Phannaceuticals Phannaceuticals Shares 

Inc. Holdings Limited 

Aralez Aralez Common #2 100 100% 
Pharmaceuticals Phannaceuticals Stock 

Inc. Management Inc. 

B. PLEDGED NOTES 

NIL 

C. OTHER INVESTMENT PROPERTY 

NIL 
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SCHEDULE 2 

FILINGS AND PERFECTION 

See PPSA Financing Statement attached. 
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BC OnLine: DOCUMENT PRINT 
Lterm: XPSP0054 For: PX84000 DLA PIPER (CANADA) LLP 

Attn./Ref. No.: DXS/TMY 

Page 1of1 

Page: 1 

2016/02/04 
09:06:33 

**************** p S A S E C U R I T Y A G R E E M E N T **************** 

Block# 

Reg. Date: FEB 04, 2016 
Reg. Time: 09:06:33 

Base Reg. #: 096215J 

Reg. 8 YEARS 
Expiry Date: FEB 04, 2024 

Control #: D3585620 

SOOOl Secured Party: DEERFIELD PRIVATE DESIGN FUND III, 
L.P. 
780 THIRD AVENUE, 37TH FLOOR 
NEW YORK NY 10017 

80002 Secured Party: DEERFIELD INTERNATIONAL MASTER FUND, 
L.P. 
780 THIRD AVENUE, 37TH FLOOR 
NEW YORK NY 10017 

S0003 Secured Party: DEERFIELD PARTNERS, L.P. 
780 THIRD AVENUE, 37TH FLOOR 
NEW YORK NY 10017 

DOOO Base Debtor: ARALEZ PHARMACEUTICALS INC 
(Business) 2800 PARK PL, 666 BURRARD ST. 

VANCOUVER BC V6C 2Z7 

General Collateral: 
ALL OF THE DEBTOR'S PRESENT AND AFTER-ACQUIRED PERSONAL PROPERTY. 

Registering 
Party: DLA PIPER (CANADA) LLP/DAVIS 

MANAGEMENT LTD. 
2800 PARK PLACE 666 BURRARD ST 
VANCOUVER BC V6C 2Z7 

>>>>>>>>>>>>>>>>>>>>>>>>>>>> END OF DOCUMENT PRINT <<<<<<<<<<<<<<<<<<<<<<<<<<<< 
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Financing Change Statement!Change Statement 
Etat de modification du financement!Etat de modification 

BENNETT JONES LLP (SG/TT) 
3400, 1 FIRST CANADIAN PLACE, PO BOX 1 
TORONTO ON MSX 1A4 

I 

2016/02/02 033 02789 
1862A20160202A 

®Ontario 
Ministry of 
Consumer and 
Business 
Services 

Ministere des 
Services aux 
Consommateurs 
et aux Entreprises 
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1 17 TORONTO ON M5X 1A4 
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Financing Change StaternentfChange Statement 
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SCHEDULE 3 

GRANTOR INFORMATION 

GRANTOR JURISDICTION OF CHIEF CORPORATION OTHER CANADIAN 
(exact legal name) ORGANIZATION EXECUTIVE NUMBER LOCATIONS OF 

OFFICE ASSETS 

2800 Park Place 

Aralez Pharmaceuticals 
666 Burrard Street 

British Columbia Vancouver, British BC1057156 None 
Inc. 

Columbia, Canada 
V6C 2Z7 
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SCHEDULE 4 

A. COLLATERAL LOCATIONS 

NIA 

B. COLLATERAL IN POSSESSION OF LESSOR, 
BAILEE, CONSIGNEE OR WAREHOUSEMAN 

NIA 
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Patents and Patent Licenses 

NIL 

SCHEDULE 5 

INTELLECTUAL PROPERTY 

Trademarks and Trademark Licenses 

NIL 

Copyrights 

NIL 
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SCHEDULE6 

DEPOSITORY AND OTHER DEPOSIT ACCOUNTS 

NIA 
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ANNEX I 

FORM OF JOINDER TO CANADIAN SECURITY AGREEMENT 

This JOINDER AGREEMENT (this "Agreement") dated as of [ , 20[_J is executed by 
the undersigned for the benefit as lenders (the ''Lenders") in connection with 
that certain Canadian Security Agreement dated as of February 5, 2016 among the Gran tors party thereto 
and Lenders (as amended, restated, supplemented or otherwise modified from time to time, the "Security 
Agreement"). Capitalized tenns not otherwise defined herein are being used herein as defined in the 
Security Agreement. 

Each Person signatory hereto is required to execute this Agreement pursuant to Section 7.16 of 
the Security Agreement. 

In consideration of the premises and other good and valuable consideration, the receipt and 
sufficiency of which are hereby acknowledged, each such Person hereby agrees as follows: 

1. Each such Person assumes all the obligations of a Grantor under the Security Agreement 
and agrees that such person or entity is a Grantor and bound as a Grantor under the tenns of the Security 
Agreement, as if it had been an original signatory to such agreement. In furtherance of the foregoing, 
such Person hereby assigns, pledges and grants to Lenders and (to the extent provided therein) its 
Affiliates, a security interest in all of its right, title and interest in and to the Collateral (other than 
Excluded Property) owned thereby to secure the Secured Obligations. 

2. Schedules 1, 2, 3, 4, 5, 6 and 7 of the Security Agreement are hereby amended to add the 
infonnation relating to each such Person set out on Schedules 1, 2, 3, 4, 5, 6 and 7 respectively, hereof. 
Each such Person hereby makes to Lenders the representations and warranties set forth in the Security 
Agreement applicable to such Person and the applicable Collateral and confinns that such representations 
and warranties are true and correct in all material respects (without duplication of any materiality 
qualifier) as of the date hereof after giving effect to such amendment to such Schedules (except to the 
extent stated to relate to a specific earlier date). 

3. In furtherance of its obligations under Section 5.2 of the Security Agreement, each such 
Person agrees to deliver to Lenders appropriately complete PPSA financing statements naming such 
person or entity as debtor and Lenders as secured party, and describing its Collateral and such other 
documentation as Lenders (or its successors or assigns) may require to evidence, protect and perfect the 
Liens created by the Security Agreement, as modified hereby. Each such Person acknowledges the 
authorizations given to Lenders under the Section 5.9 of the Security Agreement and otherwise. 

4. Each such Person's address for notices under the Security Agreement shall be the address 
of the Borrower set forth in the Facility Agreement and each such Person hereby appoints the Borrower as 
its agent to receive notices hereunder. 

5. Lenders acknowledge that upon the effectiveness of this Agreement, the undersigned 
shall have the rights of a Grantor under the Security Agreement. 
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6. This Agreement shall be deemed to be part of, and a modification to, the Security 
Agreement and shall be governed by all the tem1s and provisions of the Security Agreement, with respect 
to the modifications intended to be made to such agreement, which terms are incorporated herein by 
reference, are ratified and confirmed and shall continue in full force and effect as valid and binding 
agreements of each such person or entity enforceable against such person or entity. Each such Person 
hereby waives notice of Lenders' acceptance of this Agreement. Each such Person will deliver an 
executed original of this Agreement to Lenders. 

[add signature block for each new Grantor] 

Acknowledged and agreed to as of the year and 
date first written above: 

LENDERS: 

By: 
Name: 

~~~~~~~~~~~~~~~ 

Title: 
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CONFIRMATION OF GUARANTY AND SECURITY 

TO: Deerfield Private Design Fund III, L.P., Deerfield International Master Fund, L.P. and 
Deerfield Partners, L.P. (collectively, the "Lenders"). 

WHEREAS: 

A Pursuant to a second amended and restated facility agreement dated as of December 7, 
2015 (as amended, supplemented, restated or otherwise modified from time to time, the 
"Facility Agreement") among Aralez Pharmaceuticals Inc. ("Parent"), Tribute 
Pharmaceuticals Canada Inc. ("Tribute"), Pozen Inc. and Lenders, Lenders agreed to 
extend credit to Parent and Tribute on the terms and conditions set forth therein; 

B. Tribute and Medical Futures Inc. ("Medical Futures"), among others, entered into a 
guaranty dated as of February 5, 2016 (as amended, supplemented, restated or otherwise 
modified from time to time, the "Guaranty") in favor of Lenders; 

C. Tribute and Medical Futures entered into a Canadian security agreement dated as of 
February 5, 2016 (as amended, supplemented, restated or otherwise modified from time to 
time, the "Canadian Security Agreement") in favor of Lenders, as security for each 
party's Obligations to Lenders under the Facility Agreement and the Guaranty; 

D. Pursuant to an amended and restated plan of arrangement dated as of February 5, 2016 (the 
"Arrangement") under section 182 of the Business Corporations Act (Ontario) involving 
Tribute and its securityholders, Tribute and ARLZ CA Acquisition Corp. ("Can Merger 
Sub") amalgamated to continue as one entity named "Tribute Pharmaceuticals Canada 
Inc." ("Amalco"); 

E. Pursuant to section 5.1 (1) of the Facility Agreement, as a result of the consummation of the 
transactions contemplated under the Arrangement, the obligations of Tribute under the 
Facility Agreement were automatically assumed by Parent; and 

F. Each party hereto wishes to confirm that the Facility Agreement, the Guaranty, the 
Canadian Security Agreement and each other Loan Document to which it is a party 
(collectively, the "Confirmed Documents") continues in full force and effect. 

NOW THEREFORE: 

1. Each party hereto hereby ratifies and confirms that it is bound by the terms of each of the 
Confirmed Documents, and that each of the Confirmed Documents continues in full force 
and effect. 

2. Amalco hereby confirms that it is bound by the terms of each Loan Document to which 
Tribute or Can Merger Sub was a party, and that each such Loan Document continues in 
full force and effect. 

3. Each party hereto hereby confirms that the Canadian Security Agreement secures its 
respective Obligations owing to the Lenders. 
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4. Each party hereto will, from time to time at the request of Lenders, make and do all such 
acts and things and execute and deliver all such instruments, agreements and documents as 
Lenders may reasonably request in order to create, preserve, perfect, validate or otherwise 
protect their rights under the Confirmed Documents and the transactions contemplated 
thereby and to exercise and enforce its rights and remedies thereunder and generally carry 
out the provisions and purposes of such Confirmed Documents. 

5. This Confirmation shall enure to the benefit of and be enforceable by Lenders, and its 
successors and assigns and be binding upon the parties hereto and their respective 
successors and permitted assigns. 

6. This Confirmation shall be construed in accordance with the laws of the Province of 
Ontario and the federal laws of Canada applicable therein. 

7. Capitalized terms used herein but not otherwise defined shall have the meanings ascribed 
thereto in the Facility Agreement. 

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHERl~OF each party hereto has caused this Confirmation to be 
duly executed and delivered as of the~ day of February, 2016. 

TRIBUTE PHARMACEU.JlCALS 
CANADA lNC. ./ 

By: 
" .~ 

Name: 
Title: 

/Deerfield Trlb11te ... Confirmation of Guarantf!es and Security - Signature Page] 





CANADIAN SECURITY AGREEMENT 

between 

TRIBUTE PHARMACEUTICALS CANADA INC. 
AND MEDICAL FUTURES INC. 

and 

DEERFIELD PRIVATE DESIGN FUND III, L.P., 
DEERFIELD INTERNATIONAL MASTER FUND, L.P. 

WSLEGAL\071481100004\13099495v5 

AND DEERFIELD PARTNERS, L.P., 
as Lenders 

February 5, 2016 



CANADIAN SECURITY AGREEMENT 

THIS CANADIAN SECURITY AGREEMENT dated as of February 5, 2016 (this "Agreement") 
is entered into behveen Tribute Pharmaceuticals Canada Inc., a corporation formed under the laws of 
Ontario ("Tribute"), Medical Futures Inc., a corporation fonned under the laws of Ontario, and each other 
Person signatory hereto as a Grantor (together with Tribute and any other Person that becomes a party 
hereto as provided herein, the "Grantors" and each, a "Grantor") in favor of Deerfield Private Design 
Fund III, L.P., Deerfield International Master Fund, L.P. and Deerfield Partners, L.P. (the "Lenders"). 

RECITALS 

A. Lenders have agreed to extend credit to Tribute pursuant to the Facility Agreement 
(defined below). 

B. Grantors have guarantied the Obligations pursuant to Guaranties dated as of February 5, 
2016 by Grantors in favor of Lenders ("Guaranty"). 

C. It is a condition precedent to Lenders' obligation to extend credit under the Facility 
Agreement (defined below) that Grantors shall have executed and delivered this Agreement to Lenders. 

In consideration of the premises and to induce Lenders to enter into the Facility Agreement and to 
induce Lenders to extend credit thereunder, each Grantor hereby agrees with Lenders as follows: 

SECTION 1 DEFINITIONS. 

1.1 Unless otherwise defined herein, tenns defined in the Facility Agreement and 
used herein shall have the meanings given to them in the Facility Agreement, and the following terms are 
used herein as defined in the PPSA: Accounts, Certificated Security, Chattel Paper, Consumer Goods, 
Documents of Title, Equipment, Goods, Instruments, Intangibles and hwentory. 

1.2 When used herein the following tenns shall have the following meanings: 

"Agreement" has the meaning set forth in the preamble of this Agreement. 

"Collateral" means any and all property or other assets, exclusive of Excluded Property, now 
existing or hereafter acquired or created, real or personal, tangible or intangible, wherever located, and 
whether owned by, consigned to, or held by, or under the care, custody or control of Grantors (or any of 
them), including: 

(a) money, cash, and cash equivalents; 

(b) Accounts and all of each Grantor's rights and benefits under the Accounts, 
including, but not limited to, each Grantor's right to receive payment in full of the obligations owing to 
such Grantor thereunder, whether now or hereafter existing, together with any and all guarantees and/or 
security therefor, as well as all of Grantors' books and records relating thereto; 

(c) Deposit Accounts, other bank and deposit accom1ts (including any bank accounts 
maintained by Gran tors (or any of them) or any of their Subsidiaries), and all sums on deposit in any of 
them, and any items in such accounts; 

(d) Investment Property; 
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(e) Inventory, Equipment, fixtures, and other Goods; 

(f) Chattel Paper, Documents of Title, and Instruments; 

(g) letters of credit and letter of credit rights; 

(h) [Intentionally Omitted.] 

( i) llntentionally Omitted.] 

(j) books and records; 

(k) real property interests, leases and leasehold estates m real property of each 
Grantor, as lessee; 

(I) Intangibles (including all Intellectual Property, Claims, Intangibles, contract 
rights, choses in action, and software); 

(m) all of each Grantor's other interests in property of every kind and description, and 
the products, profits, rents of, dividends or distributions on, or accessions to such property; and 

(n) all Proceeds (including insurance claims and insurance proceeds) of any of the 
foregoing, regardless of whether the Collateral, or any of it, is property as to which the PPSA provides the 
perfection of a security interest, and all rights and remedies applicable to such property. 

Where the context requires, tenns relating to the Collateral or any part thereof, when used in relation to a 
Grantor, shall refer to such Grantor's Collateral or the relevant part thereof. Notwithstanding the 
foregoing, "Collateral" shall not include Excluded Property. 

''Control Agreement" means an agreement among a Grantor or any of its Subsidiaries, Lenders 
and (i) the issuer of uncertificated securities with respect to uncertificated securities in the name of such 
Grantor or such Subsidiary, (ii) a securities intennediary with respect to securities, whether certificated or 
uncertificated, securities entitlements and other financial assets held in a securities account in the name of 
such Grantor or such Subsidiary, or (iii) a futures commission merchant or clearing house, as applicable, 
with respect to commodity accounts and commodity contracts held by such Grantor or such Subsidiary. 

"Deposit Account" means a deposit, demand, savings, passbook or similar account maintained 
with a bank or other financial institution and having a depository function. 

"Dollars" and "~" each mean lawful money of the United States of America. 

"Excluded Propertv" means, collectively, (a) any pennit, license or agreement entered into by any 
Grantor (i) to the extent that any such penuit, license or agreement or any requirement of law applicable 
thereto prohibits the creation of a Lien thereon, but only to the extent, and for as long as, such prohibition 
is not tem1inated or rendered unenforeeable or otherwise deemed ineffective by the PPSA or any other 
requirement of law, (ii) whieh would be abandoned, invalidated or unenforceable as a result of the 
creation of a Lien in favor of Lenders or (iii) to the extent that the creation of a Lien in favor of Lenders 
would result in a breach or tenuination pursuant to the tem1s of or a default under any such permit, license 
or agreement (other than to the extent that any such tenn would be rendered ineffective pursuant to the 
Section 40(4) of the PPSA or any other applicable law (including bankruptcy legislation) or principles of 
equity), (b) property owned by any Granter that is su~ject to a purchase money Lien or a capital lease 
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permitted under the Facility Agreement if the agreement pursuant to which such Lien is granted (or in the 
document providing for such capital lease) prohibits or requires the consent of any Person other than a 
Grantor and its Affiliates which has not been obtained as a condition to the creation of any other Lien on 
such property, (c) any "intent to use" trademark applications for which a statement of use has not been 
filed (but only until such statement is filed) and (d) Consumer Goods; provided, however, "Excluded 
Property" shall not include any proceeds, products, substitutions or replacements of Excluded Property 
(unless such proceeds, products, substitutions or replacements would otherwise constitute Excluded 
Property). 

"Facility Agreement" means the Second Amended and Restated Facility Agreement dated as of 
December 7, 2015 among Aralez Phannaceuticals Inc., Tribute and Lenders, as amended, supplemented, 
restated or otherwise modified from time to time. 

"Grantor" has the meaning set forth in the preamble of this Agreement. 

"Investment Property" means the collective reference to (a) all "investment property" as such 
tem1 is defined in the PPSA, (b) all "financial assets" as such tenn is defined in the PPSA, and ( c) 
whether or not constituting "investment property" as so defined, all Pledged Notes and all Pledged 
Equity. 

"Issuers" means the collective reference to each issuer of any Investment Property. 

"Lien" means any mortgage, deed of trust, pledge, hypothecation, assignment, charge, deposit 
arrangement, encumbrance, easement, lien (statutory or otherwise), security interest or other security 
arrangement and any other preference, priority or preferential arrangement of any kind or nature 
whatsoever, including any conditional sale contract or other title retention agreement. 

"Obligations" means all Obligations (as defined in the Facility Agreement) of Credit Parties to 
Lenders whether now existing or hereafter and however arising. 

"Paid in Full" means (a) all Secured Obligations (other than contingent claims for 
indemnification or reimbursement not then asserted) have been indefeasibly repaid in full in cash and 
have been fully perfonned, (b) all other Obligations (other than contingent claims for indemnification or 
reimbursement not then asserted) under the Facility Agreement and the other Loan Documents have been 
completely discharged, (c) all commitments of Lenders, if any, to extend credit that would constitute 
Obligations have been tenninated or have expired and (d) Lenders have been released by each Grantor of 
all claims against Lenders under the Loan Documents. 

"Pledged Eguitv" means the equity interests listed on Schedule 1, together with any other equity 
interests, certificates, options or rights of any nature whatsoever in respect of the equity interests of any 
Person that may be issued or granted to, or held by, any Grantor while this Agreement is in effect. 

"Pledged Notes" means all promissory notes listed on Schedule 1, all intercompany notes at any 
time issued to any Gran tor and all other promissory notes issued to or held by any Gran tor (other than 
promissory notes issued in connection with extensions of trade credit by any Grantor in the ordinary 
course of business). 

"PPSA" means the Personal Property Security Act (Ontario), as amended; provided that, in the 
event that, by reason of mandatory provisions of law, any or all of the attachment, perfection or priority 
of, or remedies with respect to, Lenders' Lien on any Collateral is governed by other personal property 
security laws in any other province or territory of Canada, the tenn "PPSA" shall mean the personal 
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property security law as enacted and in effect in such other jurisdiction solely for purposes of the 
provisions thereof relating to such attachment, perfection, priority or remedies and for purposes of 
definitions related to such provisions. 

"Proceeds" means all "proceeds" as such term is defined in the PPSA and, in any event, shall 
include all dividends or other income from the Investment Property, collections thereon or distributions or 
payments with respect thereto. 

''Receivable" means any right to payment for goods sold or leased or for services rendered, 
whether or not such right is evidenced by an Instrument or Chattel Paper and whether or not it has been 
earned by perfomiance (including any Accounts). 

"Secured Obligations" means, collectively, the Obligations and all obligations and liabilities of 
Grantors to Lenders under the Guaranties and this Agreement. 

''Securities Act" means the Securities Act (Ontario), as amended. 

SECTION2 [Intentionally Omitted.]. 

SECTION3 GRANT OF SECURITY INTEREST. 

3 .1 Grant. Each Grantor hereby assigns and transfers to Lenders, and hereby grants 
to Lenders and (to the extent provided herein) their Affiliates, a continuing security interest in all of its 
Collateral, as collateral security for the prompt and complete payment and perfonnance when due 
(whether at the stated maturity, by acceleration or otherwise) of the Secured Obligations. 
Notwithstanding the foregoing, no Lien or security interest is hereby granted on any Excluded Property. 

SECTION 4 REPRESENTATIONS AND WARRANTIES. 

To induce Lenders to enter into the Facility Agreement and to induce Lenders to make 
extensions of credit to Borrower thereunder, each Grantor jointly and severally hereby represents and 
warrants to Lenders that: 

4.1 Title; No Other Liens. Except for Permitted Liens, the Grantors own each item 
of the Collateral free and clear of any and all Liens or claims of others. As of the Closing Date, no 
effective financing statement or other public notice with respect to all or any part of the Collateral is on 
file or of record in any public office, except filings evidencing Pennitted Liens. 

4.2 Perfected Liens. The security interests granted pursuant to this Agreement 
(a) upon completion of the filings and other actions specified on Schedule 2 (which filings and other 
documents referred to on Schedule 2, have been delivered to Lenders in completed fonn) will constitute 
valid perfected security interests in all of the Collateral in favor of Lenders as collateral security for the 
Secured Obligations, enforceable in accordance with the terms hereof and in accordance with the tem1s of 
the Facility Agreement and (b) shall be prior to all other Liens on the Collateral except for Pennitted 
Liens having priority over Lenders' Lien by operation of law or pennitted pursuant to the Facility 
Agreement upon (i) in the case of all pledged certificated stock, Pledged Notes, Pledged Equity and other 
pledged Investment Property, the delivery thereof to Lenders of such pledged certificated stock, Pledged 
Notes, Pledged Equity and other pledged Investment Property consisting of instruments and certificates, 
in each case properly endorsed for transfer to Lenders or in blank, (ii) in the case of all pledged 
Investment Property not in certificated fonn, the execution of Control Agreements with respect to such 
pledged Investment Property and (iii) in the case of all other pledged instruments and tangible chattel 
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paper that are not pledged certificated stock, Pledged Notes, Pledged Equity and other pledged Investment 
Property, the delivery thereof to Lenders of such instruments and tangible chattel paper. Except as set 
forth in this Section 4.2, all actions by each Grantor necessary to perfect the Lien granted hereunder on 
the Collateral have been duly taken. As of the date hereof, the filings and other actions specified on 
Schedule 2 constitute all of the filings and other actions necessary to perfect all security interests granted 
hereunder. 

4.3 Grantor Information. On the date hereof, Schedule 3 sets forth (a) each Grantor's 
jurisdiction of organization, (b) the location of each Grantor's chief executive office, (c) each Grantor's 
exact legal name as it appears on its organizational documents, (d) each Grantor's incorporation number 
(to the extent a Grantor is organized in a jurisdiction which assigns such numbers) and (e) each province 
or territory of Canada not listed on Schedule 4 in which the Grantor has assets. 

4.4 Collateral Locations. On the date hereof, Schedule 4 sets forth (a) each place of 
business of each Grantor (including its chief executive office), (b) all locations where all Inventory and 
Equipment with a book value in excess of $50,000 individually or $100,000 in the aggregate for all 
Collateral owned by each Grantor is kept (other than Inventory or Equipment that is otherwise in transit 
or out for repair, refurbislunent or processing in the ordinary course of business or otherwise disposed of 
in a transaction pem1itted by the Facility Agreement) and (c) whether each such Collateral location and 
place of business (including each Grantor's chief executive office) is owned or leased (and if leased, 
specifies the complete name and notice address of each lessor). On the Closing Date, no Collateral (other 
than Inventory or Equipment that is otherwise in transit or out for repair, refurbishment or processing in 
the ordinary course of business or otherwise disposed of in a transaction pennitted by the Facility 
Agreement) with a book value greater than $50,000 individually or $100,000 in the aggregate for all 
Grantors is located outside Canada or the United States or in the possession of any lessor, bailee, 
warehouseman or consignee, except as indicated on Schedule 4. 

4.5 Certain Property. None of the Collateral constitutes, or is the Proceeds of 
vessels, aircraft or any other personal property subject to any certificate of title or other registration 
statute of Canada, the United States, any State or other jurisdiction, except for motor vehicles owned by 
the Grantors and used by employees of the Grantors in the ordinary course of business with an aggregate 
fair market value ofless than $25,000 (in the aggregate for all Grantors). 

4.6 Investment Property. 

(a) The Pledged Equity pledged by each Grantor hereunder constitutes all the issued 
and outstanding equity interests of each Issuer owned by such Grantor. 

(b) All of the Pledged Equity has been duly and validly issued and, in the case of 
shares of capital stock and membership interests, is fully paid and nonassessable. 

(c) Each of the Pledged Notes constitutes the legal, valid and binding obligation of 
the obligor with respect thereto, enforceable in accordance with its tem1s (subject to the effects of 
bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other similar laws 
relating to or affecting creditors' rights generally, general equitable principles (whether considered in a 
proceeding in equity or at law) and an implied covenant of good faith and fair dealing). 

4.7 As of the date hereof, Schedule 1 lists all Investment Property owned by each 
Grantor with a value greater than $50,000 individually or $100,000 in the aggregate for all Grantors. 
Each Grantor is the record and beneficial owner of, and has good and valid title to, the Investment 
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Property pledged by it hereunder, free of any and all Liens or options in favor of, or claims of, any other 
Person, except Pennitted Liens. 

4.8 Receivables. 

(a) No material an10unt payable to such Grantor under or in connection with any 
Receivable is evidenced by any Instrument or Chattel Paper which has not been delivered to Lenders. 

(b) No obligor on any Receivable is a Governmental Authority. 

( c) The amounts represented by such Grantor to Lenders from time to time as owing 
to such Grantor in respect of the Receivables will at all such times be accurate in all material respects. 

4.9 Intellectual Property. Schedule 5 lists all Intellectual Property that is registered 
or is the subject of an application to register and owned by such Grantor in its own name on the date 
hereof. Except as set forth in Schedule 5 and except for non-exclusive licenses of software and other 
Intellectual Property acquired in the ordinary course of business, none of the Intellectual Property of any 
Grantor is the subject of any licensing or franchise agreement pursuant to which such Grantor is the 
licensor or franchisor. 

4 .10 Depositorv and Other Accounts. Schedule 6 lists all banks and other financial 
institutions at which any Grantor maintains deposit or other accounts as of the Closing Date and such 
Schedule 6 correctly identifies the name, address and telephone number of each depository, the name in 
which the account is held, a description of the purpose of the account, and the complete accom1t number 
therefor. 

4.11 Facility Agreement. Each Grantor makes each of the representations and 
warranties made by Borrower in the Facility Agreement to the extent applicable to it on the date such 
Grantor becomes a party hereto (which representations and warranties shall be deemed to be renewed 
upon each borrowing under the Facility Agreement). Such representations and warranties shall be 
incorporated herein by this reference as if fully set forth herein. 

SECTION 5 COVENANTS. 

Each Grantor covenants and agrees with Lenders that, from and after the date of this 
Agreement until the Secured Obligations shall have been Paid in Full: 

5 .1 Delivery of Instruments, Certificated Securities and Chattel Paper. If any amount 
payable under or in connection with any of the Collateral in excess of $50,000 individually or $100,000 in 
the aggregate for all Grantors shall be or become evidenced by any Instrument, certificated security or 
Chattel Paper, such Instrmnent, certificated security or Chattel Paper shall (unless Lenders have agreed in 
writing that such delivery will not be required) be promptly (and, in any event, within five (5) Business 
Days) delivered to Lenders, duly indorsed in a manner reasonably satisfactory to Lenders, to be held as 
Collateral pursuant to this Agreement. In the event that an Event of Default shall have occurred and be 
continuing, upon the request of Lenders, any Instrument, certificated security or Chattel Paper not 
theretofore delivered to Lenders and at such time being held by any Grantor shall be promptly (and, in 
any event, witliin five (5) Business Days) delivered to Lenders, duly indorsed in a manner satisfactory to 
Lenders, to be held as Collateral pursuant to t11is Agreement. 

5 .2 Maintenance of Perfected Security Interest; Furtl1er Documentation. 
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(a) Such Grantor shall maintain the security interest created by this Agreement as a 
perfected security interest having at least the priority described in Section 4.2, and shall defend such 
security interest against the claims and demands of all Persons whomsoever. 

(b) Such Grantor will furnish to Lenders from time to time statements and schedules 
further identifying and describing the assets and property of such Grantor and such other reports in 
connection therewith as Lenders may reasonably request, all in reasonable detail. 

( c) At any time and from time to time, upon the written request of Lenders, and at 
the sole expense of such Grantor, such Grantor will promptly and duly execute and deliver, and have 
recorded, such further instruments and documents and take such further actions as Lenders may 
reasonably request for the purpose of obtaining or preserving the full benefits of this Agreement and of 
the rights and powers herein granted, including (i) filing any financing or continuation statements under 
the PPSA (or other similar laws) in effect in any jurisdiction with respect to the security interests created 
hereby, (ii) in the case of Investment Property and any other relevant Collateral, taking any such 
requested actions necessary to enable Lenders to obtain "control" (within the meaning of the applicable 
PPSA) with respect to such Investment Property or Collateral to the extent required to be pledged 
hereunder; and (iii) if requested by Lenders, delivering, to the extent pennitted by law, any original motor 
vehicle certificates of title received by such Grantor from the applicable secretary of state or other 
Governmental Authority after infonnation reflecting Lenders' security interest has been recorded in such 
motor vehicles to the extent required to be pledged thereunder. 

5.3 Changes in Locations. Nan1e. etc. Such Grantor shall not, except upon 10 
Business Days' prior written notice to Lenders and delivery to Lenders of (a) all additional financing 
statements and other documents reasonably requested by Lenders as to the validity, perfection and 
priority of the security interests provided for herein; (b) if applicable, a written supplement to Schedule 4 
showing any additional location at which Inventory or Equipment with a book value in excess of $50,000 
individually or $100,000 in the aggregate for all Grantors shall be kept (other than Inventory or 
Equipment that is otherwise in transit or out for repair, refurbishment or processing in the ordinary course 
of business or otherwise disposed of in a transaction permitted by the Facility Agreement); and (c) if 
applicable, a written supplement to Schedule 3 showing any additional province or territory of Canada not 
listed on Schedule 4 in which the Grantor has assets: 

(i) pern1it any of the Inventory or Equipment with a book value greater than $50,000 
individually or $100,000 in the aggregate for all Grantors to be kept at a location other than those 
listed on Schedule 4, other than the Inventory or Equipment that is otherwise in transit or out for 
repair, refurbishment or processing in the ordinary course of business or otherwise disposed of in 
a transaction pennitted by Facility Agreement; 

(ii) change its jurisdiction of organization or the location of its chief executive office 
from that specified on Schedule 3 or in any subsequent notice delivered pursuant to this Section 
5.3; or 

(iii) change its name, identity or corporate structure. 

5.4 Notices. Such Grantor will advise Lenders promptly upon becoming aware, in 
reasonable detail, of: 

(a) any Lien (other than Pennitted Liens) on any of the Collateral: and 
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(b) the occurrence of any other event which would reasonably be expected to have a 
material adverse effect on the aggregate value of the Collateral or on the Liens created hereby. 

5.5 Investment Propertv. 

(a) If such Grantor shall become entitled to receive or shall receive any certificate, 
option or rights in respect of the equity interests of any Issuer, whether in addition to, in substitution of, as 
a conversion of, or in exchange for, any of the Pledged Equity, or otherwise in respect thereof, such 
Grantor shall accept the same as the agent of Lenders, hold the same in trust for Lenders and deliver the 
same forthwith to Lenders in the exact form received, duly indorsed by such Grantor to Lenders, if 
required, together with an undated instrument of transfer covering such certificate duly executed in blank 
by such Grantor and with, if Lenders so requests, signature guarantied, to be held by Lenders, subject to 
the tenus hereof, as additional Collateral for the Secured Obligations. Upon the occurrence and during 
the continuance of an Event of Default, (i) any sums paid upon or in respect of the Investment Property 
upon tl1e liquidation or dissolution of any Issuer shall be paid over to Lenders to be held by it hereunder 
as additional Collateral for the Secured Obligations, and (ii) in case any distribution of capital shall be 
made on or in respect of the Investment Property or any property shall be distributed upon or with respect 
to the Investment Property pursuant to the recapitalization or reclassification of the capital of any Issuer 
or pursuant to the reorganization thereof, the property so distributed shall, unless otherwise subject to a 
perfected Lien in favor of Lenders, be delivered to Lenders to be held by them hereunder as additional 
Collateral for the Secured Obligations. Upon the occurrence and during the continuance of an Event of 
Default, if any sums of money or property so paid or distributed in respect of the Investment Property 
shall be received by such Grantor, such Grantor shall, until such money or property is paid or delivered to 
Lenders, hold such money or property in trust for Lenders, segregated from other funds of such Grantor, 
as additional Collateral for the Secured Obligations. 

(b) Without the prior written consent of Lenders, such Grantor will not (i) vote to 
enable, or take any other action to permit, any Issuer to issue any equity interests of any nature or to issue 
any other securities or interests convertible into or granting the right to purchase or exchange for any 
equity interests of any nature of any Issuer, except, in each case, as pem1itted by the Facility Agreement, 
(ii) sell, assign, transfer, exchange, or otherwise dispose of, or grant any option with respect to, the 
Investu1ent Property or Proceeds thereof (except pursuant to a transaction expressly pem1itted by the 
Facility Agreement) other than, with respect to Investment Property not constituting Pledged Equity or 
Pledged Notes, any such action in the ordinary course of business which is not prohibited by the Facility 
Agreement, (iii) create, incur or pennit to exist any Lien or option in favor of, or any claim of any Person 
with respect to, any of the Investment Property or Proceeds thereof, or any interest therein, except for 
Pennitted Liens, or (iv) enter into any agreement or undertaking restricting the right or ability of such 
Grantor or Lenders to sell, assign or transfer any of the Investment Property or Proceeds tl1ereof, except, 
any such action which is not prohibited by the Facility Agreement. 

(c) In the case of each Grantor which is an Issuer, such Issuer agrees that (i) it will 
be bound by the tenns of this Agreement relating to the Investment Property issued by it and will comply 
with such tenns insofar as such terms are applicable to it, (ii) it will notify Lenders promptly in writing of 
the occurrence of any of the events described in Section 5.5(a) of this Agreement with respect to the 
Investment Property issued by it and (iii) the tenns of Sections 6.3(c) and 6. 7 of this Agreement shall 
apply to such Grantor with respect to all actions that may be required of it pursuant to Section 6.3(c) or 
6. 7 of this Agreement regarding the Investment Property issued by it. 
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5 .6 Receivables. 

(a) Other than in the ordinary course of business or with respect to amounts which 
are not material to such Grantor, such Grantor will not (i) grant any extension of the time of payment of 
any Receivable, (ii) compromise or settle any Receivable for less than the full amount thereof, (iii) 

· release, wholly or partially, any Person liable for the payment of any Receivable, (iv) allow any credit or 
discount whatsoever on any Receivable or (v) amend, supplement or modify any Receivable in any 
manner that would reasonably be expected to adversely affect the value thereof in any material respect. 

(b) Such Grantor will deliver to Lenders a copy of each material demand, notice or 
document received by it that questions or calls into doubt the validity or enforceability of more than five 
percent (5%) of the aggregate amount of the then outstanding Receivables for all Grantors. 

5.7 Intellectual Propertv. Except as expressly pennitted by the Facility Agreement, 

(a) Such Grantor (either itself or through licensees) will (i) continue to use each 
trademark (owned by such Grantor) material to its business, in order to maintain such material trademark 
in full force free from any claim of abandonment for non-use, (ii) use such material trademark with the 
appropriate notice of registration and all other notices and legends required by applicable law, (iii) not 
adopt or use any mark which is confusingly similar or a colorable imitation of such material trademark 
unless Lenders shall obtain a perfected security interest in such mark pursuant to this Agreement and (iv) 
not (and not penuit any licensee or sublicensee thereof to) do any act or knowingly omit to do any act 
whereby such material trademark becomes invalidated or impaired in any way. 

(b) Such Gran tor (either itself or through licensees) will not do any act, or omit to do 
any act, whereby any patent owned by such Grantor material to its business may become forfeited, 
abandoned or dedicated to the public. 

(c) Such Grantor (either itself or through licensees) (i) will employ each copyright 
owned by such Grantor material to its business and (ii) will not (and will not penuit any licensee or 
sublicensee thereof to) do any act or knowingly omit to do any act whereby any material portion of such 
copyrights may become invalidated or otherwise impaired, and (iii) will not (either itself or through 
licensees) do any act whereby any material portion of such copyrights may fall into the public domain. 

(d) Such Grantor (either itself or through licensees) will not knowingly do any act 
that uses any Intellectual Property material to its business to infringe the intellectual property rights of any 
other Person. 

( e) Such Gran tor will notify Lenders promptly if it knows that any application or 
registration relating to any material Intellectual Property may become forfeited, abandoned or dedicated 
to the public, or of any detem1ination or development (including the institution of, or any such 
detenuination or development in, any proceeding in the Canadian Intellectual Property Office, the United 
States Patent and Trademark Office, the United States Copyright Office or any court or tribunal in any 
country) regarding, such Grantor's ownership of, or the validity of, any material Intellectual Property or 
such Grantor's right to register the same or to own and maintain the same would reasonably be expected 
to have a Material Adverse Effect. 

(f) Whenever such Grantor, either by itself or through any agent, employee, licensee 
or designee, shall file an application for the registration of any Intellectual Property with the Canadian 
Intellectual Property Office, the United States Patent and Trademark Office, the United States Copyright 
Office or any similar office or agency in any other country or any political subdivision thereof, such 
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Grantor shall report such filing to Lenders concurrently with the next delivery of financial statements of 
Borrower pursuant to the Facility Agreement. Upon the request of Lenders, such Grantor shall execute 
and deliver, and have recorded, any and all agreements, instruments, documents, and papers as Lenders 
may request to evidence Lenders' security interest in any copyright, patent or trademark and the goodwill 
and general intangibles of such Grantor relating thereto or represented thereby. 

(g) Such Grantor will take all reasonable and necessary steps to maintain and pursue 
each application (and to obtain the relevant registration) and to maintain each registration of all material 
Intellectual Property owned by it. 

(h) In the event that any material Intellectual Property is infringed upon or 
misappropriated or diluted by a third party, such Grantor shall (i) take such actions as such Grantor shall 
reasonably deem appropriate under the circumstances to protect such Intellectual Property and (ii) if such 
Intellectual Property is of material economic value, promptly notify Lenders after it learns thereof and sue 
for infringement, misappropriation or dilution, to seek injunctive relief where appropriate and to recover 
any and all damages for such infringement, misappropriation or dilution. 

5.8 Depositary and Other Deposit Accounts. Grantors shall cause each Bank at 
which they maintain Deposit Accom1ts to enter into a Control Agreement with Lenders. No Grantor shall 
open any Deposit Accounts not listed on Schedule 6 unless such Grantor shall have given to Lenders 10 
calendar days' prior written notice (or such lesser notice as Lenders may agree in its reasonable 
discretion) of its intention to open any such new Deposit Accounts and shall have caused the bank at 
which such accom1t is held to enter into a Control Agreement. 

5.9 Other Matters. 

(a) Eaeh Grantor authorizes Lenders to, at any time and from time to time, file 
financing statements, continuation statements, and amendments thereto that describe the Collateral as "all 
assets" of each Grantor, or words of similar effect, and which contain any other infonnation required 
pursuant to the PPSA for the sufficiency of filing office acceptance of any financing statement, 
continuation statement or amendment, and each Grantor agrees to furnish any such infonuation to 
Lenders promptly upon request. Any such financing statement, continuation statement or amendment 
may be signed by Lenders on behalf of any Grantor and may be filed at any time in any jurisdiction. 

(b) Each Grantor shall, at any time and from time and to time, take such steps as 
Lenders may reasonably request for Lenders to insure the continued perfection and priority of Lenders' 
security interest in any of the Collateral and of the preservation of its rights therein. 

5 .10 F acilitv Agreement. Each of the Gran tors covenants tliat it will, and, if 
necessary, will cause or enable Borrower to, fully comply with each of the covenants and other 
agreements set forth in Facility Agreement. 

5.11 Insurance. 

Each Grantor shall: 

(a) Keep the Collateral properly housed and insured for the full insurable value 
thereof against loss or damage by fire, theft, explosion, sprinklers, collision (in the case of motor vehicles) 
and such other risks as are customarily insured against by Persons engaged in businesses similar to that of 
such Grantor, with such companies, in such amounts, with such deductibles, and under policies in such 
fonn, as shall be reasonably satisfactory to Lenders. Grantor shall provide Lenders with certificates of 
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insurance on the date of this Agreement and original (or certified) copies of such policies of insurance 
within thirty (30) days of the date of this Agreement, together with evidence of payment of all premiums 
therefor, and such policies shall contain an endorsement, in fonn and substance acceptable to Lenders, 
showing loss under such insurance policies payable to Lenders. Such endorsement, or an independent 
instrument furnished to Lenders, shall provide that the insurance company shall give Lenders at least 
thirty (30) days written notice before any such policy of insurance is altered or canceled. 

(b) Maintain, at their expense, such public liability and third party property damage 
insurance as is customary for Persons engaged in businesses similar to that of Grantors with such 
companies and in such amounts, with such deductibles and under policies in such form as shall be 
satisfactory to Lenders. Grantor shall provide Lenders with certificates of insurance on the date of this 
Agreement and original (or certified) copies of such policies within thirty (30) days after the date of this 
Agreement, together with evidence of payment of all premiums therefor. Each such policy shall contain 
an endorsement showing Lenders as additional insureds thereunder and providing that the insurance 
company shall give Lenders at least thirty (30) days written notice before any such policy shall be altered 
or canceled. 

SECTION 6 REMEDIAL PROVISIONS. 

6.1 Certain Matters Relating to Receivables. 

(a) At any time and from time to time after the occurrence and during the 
continuance of an Event of Default, Lenders shall have the right to make test verifications of the 
Receivables in any manner and through any medium that they reasonably consider advisable, and each 
Grantor shall furnish all such assistance and information as Lenders may reasonably require in connection 
with such test verifications. At any time and from time to time after the occurrence and during the 
continuance of an Event of Default, upon Lenders' request and at the expense of the relevant Grantor, 
such Grantor shall cause independent public accountants or others satisfactory to Lenders to furnish to 
Lenders reports showing reconciliations, agings and test verifications of, and trial balances for, the 
Receivables. 

(b) Lenders hereby authorize each Gran tor to collect such Grantor's Receivables, 
and Lenders may curtail or terminate such authority at any time after the occurrence and during the 
continuance of an Event of Default. lf required by Lenders at any time after the occurrence and during 
the continuance of an Event of Default, any payments of Receivables, when collected by any Grantor, (i) 
shall be forthwith (and, in any event, within two Business Days) deposited by such Grantor in the exact 
forn1 received, duly indorsed by such Gran tor to Lenders if required and upon notice to such Grantor, in a 
collateral account maintained under the sole dominion and control of Lenders, subject to withdrawal by 
Lenders only as provided in Section 6.5, and (ii) until so turned over after such request by Lenders, shall 
be held by such Grantor in trust for Lenders, segregated from other funds of such Grantor. Each such 
deposit of Proceeds of Receivables shall be accompanied by a report identifying in reasonable detail the 
nature and source of the payments included in the deposit. 

( c) At any time and from time to time after the occurrence and during the 
continuance of an Event of Default, at Lenders' request, each Grantor shall deliver to Lenders copies of 
all documents evidencing, and relating to, the agreements and transactions which gave rise to the 
Receivables, including all orders, invoices and shipping receipts. 

(d) Each Grantor hereby irrevocably authorizes and empowers Lenders, in Lenders' 
sole discretion, at any time after the occurrence and during the continuance of an Event of Default, 
following Lenders' concurrent notice to such Grantor, to assert, either directly or on behalf of such 
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Grantor, any claim such Grantor may from time to time have against the sellers under or with respect to 
any agreements assigned or collaterally assigned to Lenders and to receive and collect any and all 
damages, awards and other monies resulting therefrom and to apply the same to the Secured Obligations 
in such order as Lenders may determine in their discretion. After the occurrence and during the 
continuance of an Event of Default, each Grantor hereby irrevocably makes, constitutes and appoints 
Lenders as their true and lawful attorney in fact for the purpose of enabling Lenders to assert and collect 
such claims and to apply such monies in the manner set forth above, which appointment, being coupled 
with an interest, is irrevocable until the Secured Obligations are Paid in Full. 

6.2 Communications with Obligors; Grantors Remain Liable. 

(a) Lenders in their own name or in the name of others may at any time after the 
occurrence and during the continuance of an Event of Default communicate with obligors under the 
Receivables to verify with them to Lenders' satisfaction the existence, amount and terms of any 
Receivables. 

(b) Upon the written request of Lenders at any time after the occurrence and during 
the continuance of an Event of Default, each Grantor shall notify obligors on the Receivables that the 
Receivables have been assigned to Lenders and that payments in respect thereof shall be made directly to 
Lenders. 

( c) Anything herein to the contrary notwithstanding, each Gran tor shall remain liable 
in respect of each of the Receivables to observe and perfom1 all the conditions and obligations to be 
observed and perfonued by it thereunder, all in accordance with the terms of any agreement giving rise 
thereto. Lenders shall have no obligation or liability under any Receivable (or any agreement giving rise 
thereto) by reason of or arising out of this Agreement or the receipt by Lenders of any payment relating 
thereto, nor shall Lenders be obligated in any manner to perfonu any of the obligations of any Grantor 
under or pursuant to any Receivable (or any agreement giving rise thereto), to make any payment, to 
make any inquiry as to the nature or the sufficiency of any payment received by it or as to the sufficiency 
of any performance by any party thereunder, to present or file any claim, to take any action to enforce any 
performance or to collect the payment of any amounts which may have been assigned to it or to which it 
may be entitled at any time or times. 

(d) After the occurrence and during the continuance of an Event of Default, for the 
purpose of enabling Lenders to exercise rights and remedies under this Agreement, each Grantor hereby 
grants to Lenders an irrevocable, nonexclusive license (exercisable without payment of royalty or other 
compensation to such Grantor) to use, license or sublicense any Intellectual Property now owned or 
hereafter acquired by such Grantor, and wherever the same may be located, and including in such license 
access to all media in which any of the licensed items may be recorded or stored and to all computer 
software and programs used for the compilation or printout thereof. Such license will tenuinate when all 
of the Secured Obligations have been Paid in Full. 

6.3 Investment Propertv. 

(a) Unless an Event of Default shall have occurred and be continuing and Lenders 
shall have given written notice to the relevant Gran tor of Lenders' intent to exercise their corresponding 
rights pursuant to Section 6.3(b), each Grantor shall be permitted to receive all cash dividends and 
distributions paid in respect of the Pledged Equity and all payments made in respect of the Pledged Notes, 
to the extent pennitted in the Facility Agreement, and to exercise all voting and other rights with respect 
to the Investment Property; provided, that no vote shall be cast or other right exercised or action taken 
which would reasonably be expected to materially impair the Collateral or which would be inconsistent 
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with or result in any violation of any provision of the Facility Agreement, this Agreement or any other 
Loan Document. 

(b) If an Event of Default shall occur and be continuing and Lenders shall give 
notice of its intent to exercise such rights to the relevant Grantor or Grantors, (i) Lenders shall have the 
right to receive any and all cash dividends and distributions, payments or other Proceeds paid in respect of 
the Investment Property and make application thereof to the Secured Obligations in such order as Lenders 
may detennine in their discretion, (ii) Lenders shall have the right to cause any or all of the Investment 
Property to be registered in the name of Lenders or their nominee and (iii) Lenders or their nominee may 
exercise (x) all voting and other rights pertaining to such Investment Property at any meeting of holders 
of the equity interests of the relevant Issuer or Issuers or otherwise (or by written consent) and (y) any and 
all rights of conversion, exchange and subscription and any other rights, privileges or options pertaining 
to such Investment Property as if they were the absolute owner thereof (including the right to exchange at 
its discretion any and all of the Investment Property upon the merger, consolidation, reorganization, 
recapitalization or other fm1damental change in the corporate or other structure of any Issuer, or upon the 
exercise by any Grantor or Lenders of any right, privilege or option pertaining to such Investment 
Property, and in connection therewith, the right to deposit and deliver any and all of the Investment 
Property with any committee, depositary, transfer agent, registrar or other designated agency upon such 
terms and conditions as Lenders may determine), all without liability except to account for property 
actually received by it, but Lenders shall have no duty to any Grantor to exercise any such right, privilege 
or option and shall not be responsible for any failure to do so or delay in so doing. 

(c) After the occurrence and during the continuance of an Event of Default, each 
Grantor hereby authorizes and instructs each Issuer of any Investment Property pledged by such Grantor 
hereunder to (i) comply with any instruction received by it from Lenders in writing that (x) states that an 
Event of Default has occurred and is continuing and (y) is otherwise in accordance with the tern1s of this 
Agreement, without any other or further instructions from such Grantor, and each Grantor agrees that 
each Issuer shall be fully protected in so complying and (ii) unless otherwise expressly pennitted hereby, 
pay any dividends, distributions or other payments with respect to the Investment Property directly to 
Lenders. 

6.4 Proceeds to be Turned Over to Lenders. In addition to the rights of Lenders 
specified in Section 6.1 with respect to payments of Receivables, if an Event of Default shall occur and be 
continuing, all Proceeds received by any Grantor consisting of cash, checks and other cash equivalent 
items shall be held by such Grantor in trust for Lenders, segregated from other funds of such Grantor, and 
shall, upon written request of Lenders, forthwith upon receipt by such Grantor, be turned over to Lenders 
in the exact forn1 received by such Grantor (duly indorsed by such Grantor to Lenders, if required). All 
Proceeds received by Lenders hereunder shall be held by Lenders in a collateral account maintained under 
its sole dominion and control. All Proceeds, while held by Lenders in any collateral account (or by such 
Grantor in trust for Lenders) established pursuant hereto, shall continue to be held as collateral security 
for the Secured Obligations and shall not constitute payment thereof until applied as provided in Section 
6.5. 

6.5 Application of Proceeds. Lenders may apply all or any part of Proceeds from the 
sale of, or other realization upon, all or any part of the Collateral in payment of the Secured Obligations in 
such order as Lenders shall detern1ine in its discretion. Any part of such funds which Lenders elects not 
so to apply and deems not required as collateral security for the Secured Obligations shall be paid over 
from time to time by Lenders to the applicable Grantor or to whomsoever may be lawfully entitled to 
receive the same. Any balance of such Proceeds remaining after the Secured Obligations shall have been 
Paid in Full shall be paid over to the applicable Grantor or to whomsoever may be lawfully entitled to 
receive the san1e. 
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6.6 PPSA and Other Remedies. If an Event of Default shall occur and be continuing, 
Lenders may exercise, in addition to all other rights and remedies granted to them in this Agreement and 
in any other instrument or agreement securing, evidencing or relating to the Secured Obligations, all 
rights and remedies of a secured party under the PPSA or any other applicable law. Without limiting the 
generality of the foregoing, Lenders, without demand of perfonnance or other demand, presentment, 
protest, advertisement or notice of any kind (except any notice required by law referred to below) to or 
upon any Gran tor or any other Person (all and each of which demands, defenses (other than defense of 
payment), advertisements and notices are hereby waived), may in such circumstances forthwith collect, 
receive, appropriate and realize upon the Collateral, or any part thereof, and/or may forthwith sell, lease, 
assign, give options to purchase, or otherwise dispose of and deliver the Collateral or any part thereof (or 
contract to do any of the foregoing), in one or more parcels at public or private sale or sales, at any 
exchange, broker's board or office of Lenders or elsewhere upon such tenns and conditions as it may 
deem advisable and at such prices as it may deem best, for cash or on credit or for future delivery with 
assumption of any credit risk. Lenders shall have the right upon any such public sale or sales, and, to the 
extent pennitted by law, upon any such private sale or sales, to purchase the whole or any part of the 
Collateral so sold, free of any right or equity of redemption in any Grantor, which right or equity is 
hereby waived and released. Each Grantor further agrees, at Lenders' request, to assemble the Collateral 
and make it available to Lenders at places which Lenders shall reasonably select, whether at such 
Grantor's premises or elsewhere. Lenders shall apply the net proceeds of any action taken by it pursuant 
to this Section 6.6, after deducting all reasonable documented out-of-pocket costs and expenses of every 
kind incurred in connection therewith or incidental to the care or safekeeping of any of the Collateral or in 
any way relating to the Collateral or the rights of Lenders hereunder, to the payment in whole or in part of 
the Secured Obligations, in such order as Lenders may elect in its discretion, and only after such 
application and after the payment by Lenders of any other amount required by any provision of law, need 
Lenders account for the surplus, if any, to any Grantor. To the extent pennitted by applicable law, each 
Grantor waives all claims, damages and demands it may acquire against Lenders arising out of the 
exercise by them of any rights hereunder. If any notice of a proposed sale or other disposition of 
Collateral shall be required by law, such notice shall be deemed reasonable and proper if given at least 10 
calendar days before such sale or other disposition. 

6.7 Registration Rights. 

(a) If Lenders shall detem1ine to exercise their right to sell any or all of the Pledged 
Equity pursuant to Section 6.6, and if in the opinion of Lenders it is necessary or advisable to have the 
Pledged Equity, or that portion thereof to be sold, registered under the provisions of the Securities Act, 
the relevant Grantor will cause the Issuer thereof to (i) execute and deliver, and cause the directors and 
officers of such Issuer to execute and deliver, all such instruments and documents, and do or cause to be 
done all such other acts as may be, in the opinion of Lenders, necessary or advisable to register the 
Pledged Equity, or that portion thereof to be sold, under the provisions of the Securities Act, (ii) use its 
commercially reasonable efforts to cause the registration statement relating thereto to become effective 
and to remain effective for a period of one year from the date of the first public offering of the Pledged 
Equity, or that portion thereof to be sold, and (iii) make all amendments thereto and/or to the related 
prospectus which, in the opinion of Lenders, are necessary or advisable, all in conformity with the 
requirements of the Securities Act and the rules and regulations of the Securities and Exchange 
Commission applicable thereto. Each Grantor agrees to cause such Issuer to comply with the provisions 
of the securities or "Blue Sky" laws of any and all jurisdictions which Lenders shall designate and to 
make available to its security holders, as soon as practicable, an earnings statement (which need not be 
audited) which will satisfy the provisions of the Securities Act. 

(b) Each Grantor recognizes that Lenders may be unable to effect a public sale of 
any or all the Pledged Equity, by reason of certain prohibitions contained in the Securities Act and 
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applicable state securities laws or otherwise, and may be compelled to resort to one or more private sales 
thereof to a restricted group of purchasers which will be obliged to agree, among other things, to acquire 
such securities for their own account for investment and not with a view to the distribution or resale 
thereof. Each Grantor acknowledges and agrees that any such private sale may result in prices and other 
tenns less favorable than if such sale were a public sale and, notwithstanding such circumstances, agrees 
that any such private sale shall be deemed to have been made in a commercially reasonable manner. 
Lenders shall be under no obligation to delay a sale of any of the Pledged Equity for the period of time 
necessary to penuit the Issuer thereof to register such securities or other interests for public sale under the 
Securities Act, or under applicable state securities laws, even if such Issuer would agree to do so. 

( c) Each Grantor agrees to use its commercially reasonable efforts to do or cause to 
be done all such other acts as may be necessary to make such sale or sales of all or any portion of the 
Pledged Equity pursuant to this Section 6.7 valid and binding and in compliance with applicable law. 
Each Gran tor further agrees that a breach of any of the covenants contained in this Section 6. 7 will cause 
irreparable injury to Lenders, that Lenders have no adequate remedy at law in respect of such breach and, 
as a consequence, that each and every covenant contained in this Section 6. 7 shall be specifically 
enforceable against such Grantor, and such Grantor hereby waives and agrees not to assert any defenses 
against an action for specific perfonuance of such covenants except for a defense that no Event of Default 
has occurred m1der the Facility Agreement. 

6.8 Waiver; Deficiency. Each Grantor waives and agrees not to assert any rights or 
privileges which it may acquire under Section 64 of the PPSA. Each Grantor shall remain liable for any 
deficiency if the proceeds of any sale or other disposition of the Collateral are insufficient to pay the 
Secured Obligations in full and the reasonable fees and disbursements of any attorneys employed by 
Lenders to collect such deficiency. 

SECTION? MISCELLANEOUS. 

7.1 Amendments in Writing. None of the tenus or provisions of this Agreement may 
be waived, amended, supplemented or otherwise modified except in accordance with the Facility 
Agreement. 

7.2 Notices. All notices, requests and demands to or upon Lenders or any Grantor 
hereunder shall be addressed to such party and effected in the manner provided for in the Facility 
Agreement. 

7.3 Indemnification by Grantors. Each Grantor agrees to jointly and severally 
indemnify, pay, and hold Lenders and their Affiliates, officers, directors, employees, agents, and attorneys 
(the "Indemnitees") hamiless from and against any and all liabilities, obligations, losses, damages, 
penalties, actions, judgments, suits, claims, reasonable and documented out-of-pocket costs and expenses 
(including all reasonable documented out-of-pocket fees and reasonable expenses of counsel to such 
Indemnitees) of any kind or nature whatsoever that may be imposed on, incurred by, or asserted against 
the lndenmitee as a result of such Indemnitees being a party to this Agreement or the transactions 
consummated pursuant to this Agreement or otherwise relating to any of the Loan Documents; provided 
that no Grantor shall have any obligation to an Indemnitee hereunder with respect to liabilities to the 
extent resulting from the gross negligence or willful misconduct of that Indemnitee as detenuined by a 
final non-appealable order of a court of competent jurisdiction. If and to the extent that the foregoing 
undertaking may be unenforceable for any reason, such Grantor agrees to make the maximum 
contribution to the payment and satisfaction thereof which is pennissible under applicable law. The 
provisions in this Section 7.3 shall survive repayment of all (and shall be) Secured Obligations (and all 
commitments of Lenders, if any, to extend credit that would constitute Obligations have been tenninated 
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or have expired), any foreclosure under, or any modification, release or discharge of, any or all of the 
Collateral and tennination of this Agreement. 

7.4 Enforcement Expenses. 

(a) Each Grantor agrees, on a joint and several basis, to pay or reimburse on demand 
Lenders for all reasonable out-of-pocket documented costs and expenses incurred in collecting against 
any Grantor or otherwise enforcing or preserving any rights under this Agreement and the other Loan 
Documents. 

(b) Each Grantor agrees to pay, and to save Lenders hannless from, any and all 
liabilities with respect to, or resulting from any delay in paying, any and all stamp, excise, sales or other 
taxes which may be payable or detennined to be payable \vith respect to any of the Collateral or in 
connection with any of the transactions contemplated by this Agreement. 

(c) The agreements in this Section 7.4 shall survive repayment of all (and shall be) 
Secured Obligations (and all commitments of Lenders, if any, to extend credit that would constitute 
Borrower Obligations have been tenninated or have expired), any foreclosure under, or any modification, 
release or discharge of, any or all of the Collateral and termination of this Agreement. 

7.5 Captions. Section captions used in this Agreement are for convenience only and 
shall not affect the construction of this Agreement. 

7.6 Nature of Remedies. All Secured Obligations of each Grantor and rights of 
Lenders expressed herein or in any other Loan Document shall be in addition to and not in limitation of 
those provided by applicable law. No failure to exercise and no delay in exercising, on the part of 
Lenders, 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. 

7.7 Counteruarts; Effectiveness. This Agreement and any amendments, waivers, 
consents or supplements may be executed in any number of counterparts and by different parties hereto in 
separate counterparts, each of which when so executed and delivered shall be deemed an original, but all 
of which counterparts together shall constitute but one in the same instrument. This Agreement shall 
become effective upon the execution of a counterpart hereof by each of the parties hereto. 

7.8 Severability. The invalidity, illegality or unenforceability in any jurisdiction of 
any provision under this Agreement or any of the other Loan Documents shall not affect or impair the 
remaining provisions in this Agreement or any of the other Loan Documents. 

7.9 Entire Agreement. This Agreement and the other Loan Documents to which the 
parties hereto are parties embody the entire agreement among the parties hereto and supersede all prior 
commitments, agreements, representations and understandings, whether oral or written, relating to the 
subject matter hereof, and may not be contradicted or varied by evidence of prior, contemporaneous, or 
subsequent oral agreements or discussions of the parties hereto. All Exhibits, Schedules and Annexes 
referred to herein are incorporated in this Agreement by reference and constitute a part of this Agreement. 
If any provision contained in this Agreement conflicts with any provision of the Facility Agreement, then 
with regard to such conflicting provisions, the Facility Agreement shall govern and control. 

7.10 Successors; Assigns. This Agreement shall be binding upon and inure to the 
benefit of the parties hereto and their respective successors and pem1itted assigns except that Grantors 
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may not assign their rights or obligations hereunder without the written consent of Lenders and any such 
purported assignment without such written consent shall be void. 

7.11 Applicable Law. THIS AGREEMENT SHALL BE GOVERNED BY AND 
SHALL BE CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE 
PROVINCE OF ONTARIO AND THE FEDERAL LAWS OF CANADA APPLICABLE THEREIN, 
WITHOUT REGARD TO CONFLICTS OF LAW PRINCIPLES. 

7.12 Consent to Jurisdiction. GRANTORS HEREBY CONSENT TO THE 
JURISDICTION OF THE COURTS OF COMPETENT JURISDICTION IN THE PROVINCE OF 
ONTARIO AND IRREVOCABLY AGREE THAT, SUBJECT TO LENDERS' ELECTION, ALL 
ACTIONS OR PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT SHALL 
BE LITIGATED IN SUCH COURTS. GRANTORS EXPRESSLY SUBMIT AND CONSENT TO THE 
JURISDICTION OF THE AFORESAID COURTS AND WAIVE ANY DEFENSE OF FORUM NON 
CONVENIENS. GRANTORS HEREBY WAIVE PERSONAL SERVICE OF ANY AND ALL 
PROCESS AND AGREES THAT ALL SUCH SERVICE OF PROCESS MAY BE MADE UPON 
GRANTORS BY CERTIFIED OR REGISTERED MAIL, RETURN RECEIPT REQUESTED, 
ADDRESSED TO BORROWER, AT THE ADDRESS SET FORTH IN THE FACILITY AGREEMENT 
AND SERVICE SO MADE SHALL BE COMPLETE TEN (10) DAYS AFTER THE SAME HAS 
BEEN POSTED. 

7.13 Waiver of Jurv Trial. GRANTORS AND LENDERS HEREBY WAIVE THEIR 
RESPECTIVE RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED 
UPON OR ARISING OUT OF THIS AGREEMENT AND THE OTHER TRANSACTION 
DOCUMENTS. GRANTORS AND LENDERS ACKNOWLEDGE THAT THIS WAIVER IS A 
MATERIAL INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT EACH HAS 
RELIED ON THE W AIYER IN ENTERING INTO THIS AGREEMENT AND THE OTHER 
TRANSACTION DOCUMENTS AND THAT EACH WILL CONTINUE TO RELY ON THEW AIYER 
IN THEIR RELATED FUTURE DEALINGS. GRANTORS AND LENDERS WARRANT AND 
REPRESENT THAT EACH HAS HAD THE OPPORTUNITY OF REVIEWING THIS JURY WAIVER 
WITH LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND VOLUNTARILY WAIVES ITS 
JURY TRIAL RIGHTS. 

7 .14 Set-off. Each Gran tor agrees that Lenders have all rights of set-off and bankers' 
lien provided by applicable law, and in addition thereto, each Grantor agrees that at any time any Event of 
Default exists, Lenders may apply to the payment of any Secured Obligations in such order as Lenders 
may detennine in its discretion, whether or not then due, any and all balances, credits, deposits, accounts 
or moneys of such Grantor then or thereafter with Lenders. Lenders hereby agrees that it shall endeavor 
to notify such Grantor of any such set-off or any such application, but failure to notify shall have no 
adverse detennination or effect hereunder. 

7 .15 Acknowledgements. Each Grantor hereby acknowledges that: 

(a) it has been advised by counsel in the negotiation, execution and delivery of this 
Agreement and the other Loan Documents to which it is a party; 

(b) Lenders have no fiduciary relationship with or duty to any Grantor arising out of 
or in connection with this Agreement or any of the other Loan Documents, and the relationship 
between the Grantors, on the one hand, and Lenders, on the other hand, in connection herewith or 
therewith is solely that of debtor and creditor; and 
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(c) no joint venture is created hereby or by the other Loan Documents or otherwise 
exists by virtue of the transactions contemplated hereby among the Grantors and Lenders. 

7 .16 Addition of New Gran tors. In accordance with the terms of the Facility 
Agreement, additional Persons may from time to time after the date of this Agreement become Grantors 
under this Agreement by executing and delivering to Lenders a joinder (together with all schedules 
thereto, a "Joinder") to this Agreement, in substantially the form attached hereto as Annex A. Effective 
from and after the date of the execution and delivery by any Person to the Lenders of a Joinder: 

(a) such Person shall be, and shall be deemed for all purposes to be, a Grantor under this 
Agreement with the same force and effect, and subject to the same agreements, 
representations, indemnities, liabilities, obligations, liens and security interests, as if such 
Person had been an original signatory to this Agreement as a Grantor; and 

(b) all Collateral of such Person shall be, and shall be deemed for all purposes to be 
'"Collateral" of such Person for the purposes of this Agreement and subject to security 
interests from such Person in accordance with the provisions of this Agreement as 
security for the due payment and perf onnance of the Secured Obligations in accordance 
with the provisions of this Agreement. 

7.17 Releases. 

(a) At such time as the Secured Obligations have been Paid in Full, Lenders shall 
release the Collateral from the Liens created hereby, and this Agreement and all guarantees and 
obligations (other than those expressly stated to survive such tennination) of Lenders and each Grantor 
hereunder shall tem1inate, all without delivery of any instrument or perfonnance of any act by any party, 
and all rights to the Collateral shall revert to the Grantors. At the sole expense (to the extent reasonable, 
documented and out-of-pocket) of any Grantor following any such tennination, Lenders shall promptly 
deliver to the Grantors any Collateral held by Lenders hereunder, and execute and deliver to the Grantors 
such documents (including authorization to file PPSA discharge statements) to evidence such tennination. 

(b) If any of the Collateral shall be sold, transferred or otherwise disposed of by any 
Grant or in a transaction pennitted by the Facility Agreement, then Lenders, at the request and sole 
expense (to the extent reasonable, documented and out-of-pocket) of such Grantor, shall execute and 
deliver to such Grantor all releases or other documents reasonably necessary or desirable for the release of 
the Liens created hereby on such Collateral. At the request and sole expense (to the extent reasonable, 
documented and out-of-pocket) of Grantors, a Grantor shall be released from its obligations hereunder in 
the event that all the equity interests of such Grantor shall be sold, transferred or otherwise disposed of in 
a transaction permitted by the Facility Agreement; provided that Borrower shall have delivered to 
Lenders, with reasonable notice prior to the date of the proposed release, a written request for release 
identifying the relevant Grantor and the terms of the sale or other disposition in reasonable detail, 
including the price thereof and any expenses in connection therewith, together with a certification by 
Borrower stating that such transaction is in compliance with the Facility Agreement and the other Loan 
Documents. 

7 .18 Obligations and Liens Absolute and Unconditional. Each Gran tor understands 
and agrees that the obligations of each Grantor under this Agreement shall be construed as a continuing, 
absolute and unconditional without regard to (a) the validity or enforceability of any Loan Document, any 
of the Secured Obligations or any other collateral security therefor or guaranty or right of offset with 
respect thereto at any time or from time to time held by Lenders, (b) any defense, set-off or counterclaim 
(other than a defense of payment or perfonnance) which may at any time be available to or be asserted by 
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any Grantor or any other Person against Lenders, or (c) any other circumstance whatsoever (with or 
without notice to or knowledge of any Grantor) which constitutes, or might be construed to constitute, an 
equitable or legal discharge of any Grantor for the Secured Obligations, in bankruptcy or in any other 
instance. When making any demand hereunder or otherwise pursuing its rights and remedies hereunder 
against any Grantor, Lenders may, but shall be under no obligation to, make a similar demand on or 
otherwise pursue such rights and remedies as it may have against any other Grantor or any other Person or 
against any collateral security or guaranty for the Secured Obligations or any right of offset with respect 
thereto, and any failure by Lenders to make any such demand, to pursue such other rights or remedies or 
to collect any pay1llents from any other Grantor or any other Person or to realize upon any such collateral 
security or guaranty or to exercise any such right of offset, or any release of any other Grantor or any 
other Person or any such collateral security, guaranty or right of offset, shall not relieve any Grantor of 
any obligation or liability hereunder, and shall not impair or affect the rights and remedies, whether 
express, implied or available as a matter of law, of Lenders against any Grantor. For the purposes hereof 
"demand" shall include the commencement and continuance of any legal proceedings. 

7.19 Reinstatement. In the event that any payment in respect of the Secured 
Obligations, or any part thereof, is rescinded, reduced, restored or returned, the Secured Obligations shall 
be reinstated and deemed reduced only by such amount paid and not so rescinded, reduced, restored or 
returned. 

[Signatures Immediately Follow] 
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IN WITNESS WHEREOF, each of the undersigned has caused this Canadian Security 
Agreement to be duly executed and delivered as of the date first above written. 

GRANTO RS: 

LENDERS: 

TRIBUTE 
INC. 

By: __ 
Name: 

AtEUTICALS CANADA 

Title: Pre~1U1C! Secretary 

DEERFIELD PRIVATE DESIGN FUND III, L.P. 
By: Deerfield Mgmt. III, L.P., its General Partner 
By: J.E. Flynn Capital III, LLC, its General Partner 

By:-······----··--··-··-··-
Name: David J. Clark 
Title: Authorized Signato1y 

DEERFIELD INTERN A TI ON AL MASTER FUND, 
L.P. 
By: Deerfield Mgmt., L.P., its General Partner 
By: J.E. Flynn Capital, LLC, its General Partner 

By:---------­
Name: David J. Clark 
Title: Authorized Signatmy 

DEERFIELD PARTNERS, L.P. 
By: Deerfield Mgmt., L.P., its General Partner 
By: J.E. Flynn Capital, LLC, its General Partner 

By: ________ _ 
Name: David J. Clark 
Title: Authorized Signatory 

[Dee1jield Tribute - Canadian Security Agreement - Pre-Arrangement - Signature Page] 



IN WITNESS WHEREOF, each of the undersigned has caused this Canadian Security 
Agreement to be duly executed and delivered as of the date first above written. 

GRANTORS: 

LENDERS: 

TRIBUTE PHARMACEUTICALS CANADA 
INC. 

By: ________ _ 

Name: Rob Harris 
Title: Chief Executive Officer 

MEDICAL FUTURES INC. 

By: _______ _ 

Name: Rob Harris 
Title; President and Secretary 

B~_,,:Z.~~~~2.L._Ll~~ 
Name: David J. Clark 
Title: Authorized Signatory 

DEERFIELD INTERNATIONAL MASTER FUND, 
L.P. 
By: Deerfield Mgmt., L.P., its General Partner 
By: J . Capital, LL)?~ General Partner 

By·~-~~~~~(_~r..:t1:i.~'l.a,J 
Name: David J. Clar 
Title: Authorized Signatory 

By::..£.::t::~~~JL..,._J[..:ktz.-1~ 
Name: David J. Clark 
Title: Authorized Signatory 

[Deerfield Tl"ibute - Canadian See.urily Agre~ment -Pre-Al"rangement - Signature Page] 



SCHEDULE 1 

INVESTMENT PROPERTY 

A. PLEDGED EQUITY 

Class of Certificate Number of Percentage of 
Pledgor Issuer Outstanding Shares/Units Number(s) Shares/Units Shares/Units 

Tribute 
Medical Futures Common 

Pharmaceuticals 
Inc. Shares 

C-3 1 100% 
Canada Inc. 

Tribute 
Medical Futures Special 

Phamiaceuticals SP-2 350 100% 
Canada Inc. 

Inc. Shares 

Tribute 
Medical Futures Special B 

Phannaceuticals SPB-2 516,907 100% 
Canada Inc. 

Inc. Shares 

Tribute Tribute 
Common 

Phannaceuticals Phannaceuticals 
Shares 

1 100 100% 
Canada Inc. International Inc. 

Tribute Tribute 
Common 

Phannaceuticals Pharmaceuticals 
Stock 

1 100 100% 
Canada Inc. US Inc. 

B. PLEDGED NOTES 

NIL 

C. OTHER INVESTMENT PROPERTY 

NIL 
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SCHEDULE2 

FILINGS AND PERFECTION 

See PPSA Financing Statement attached. 
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Verification Statement Cyberbahn Transaction ID: 7967893 

Form 

1C 
Ontario: Financing Statement I Claim for Lien 

Reference File No, Registration No. Expiry Date 

713789982 20160203092618628971 03 I FEB I 2024 
~~!!°" I Page 

Total I MotorVehicle I PPSA!RSLA I Registration 
Page Schedule Period 

01 I 1 of 3 I I p I 8 
Date of Birth I Flrst Given Name I Initial I Surname 

02 Individual Debtor I I I I I 

I 
Name 

03 Business Debtor 
..... TRIBUTE PHARMACEUTICALS CANADA INC . 
0 - Name cont'd I Ontario Corporation No ..c 
Q.) 

I 0 

Address City I Prov l Postal Code 
04 151 STEELES AVE E. MILTON loN IL9T lYl 

Date of Birth I First Given Name I Initial I Surname 

05 Individual Debtor 

I I I I I 

I 
Name 

06 Business Debtor 
..... 
0 - Name cont'd I Ontario Corporation No . ..c 
Q.) I 0 

-~rov Address I City I Postal Code 
07 I I 

Secured Partv 

» 08 Deerfiel.d Private n~~;'.:'"' Fund III, L.P. t: .. 
Q. 

"O 
f ------------ ----~-~-·---~~--------~-~-~-~~-------------j-p~·--'~'~~-----::I 

lil Address 

lfJ 09 780 Third Avenue, 37th Fl.oor New York -~ _ _1_!001 7 
Section 1: Section 2: Section 3: Section 4: 
Collateral Classification Vehicle Included Plincipal Amount Secured 

Consumer lnvento~ I Equipment I Accounts J Other Type 'X' if MotorVehicle included Date of Maturity ~~d08~ 
Goods ofMaturitv 

10 x I x I x I x x $ .00 I I I 
«i Year Make Model Vehicle Identification No . ..... 
Q.) 11 .... 

.!! 
0 12 
0 General Collateral Description 

13 

14 
15 

Registering Agent 

..... 16 BENNETT JONES LLP (SG/TT) 
r:::: 
Q.) 

Ji Address I City I Prov I Postal Code 

17 3400, 1 FIRST CANADIAN PLACE, PO BOX 130 TORONTO loN IMSX 1A4 



Verification Statement Cyberbahn Transaction ID 7967893 

Form 

1C 
Ontario: Financing Statement I Claim for Lien 

Reference File No, Registration No, Expiry Date 

713789982 20160203092618628971 03 I FEB I 2024 
Caution I Page 

Total I MotorVehicle I PPSAIRSLA I Registration 
Filing Page Schedule Period 

01 I 2 of 3 I I I 
Oateo!Blrth I First Given Name I lniUal I Surname 

02 Individual Debtor I I I I I 
Name 

03 Business Debtor ,_ 
0 
:E Name cont'd I Ontario Corporation No 

<I) I 0 

Address City I Prov. I Postal Code 

04 I I 
Date of Birth I First Given Name I Initial I Surname 

05 Individual Debtor I I I I I 
Name 

06 Business Debtor ,_ 
.s Name cont'd I Ontario Corporation No . .0 
<I) I 0 

Address I City I Prov. I Postat Code 

07 I I 
Secured Partv 

> 08 Deerfield International Master L.P. t: 'I Ill a. 
"ti 
f . . 
::I I Prov. I Postal Code :ii Address City 

If) 09 780 Third Avenue, 37th Floor New York INY 110017 
Section 1: Section2: Section3: Section4: 
Collateral Classification Vehicle Included Prtncipal Amount Secured 

.. 
Consumer I Equipment I I Other I No Fixed Date 
Goods Inventory Accounts Type 'X' if Motor Vehicle included Date of Matunty ofMaturitv 

10 I I I $ .00 I I I 
(ij Year Make Model Vehicle Identification No. ,_ 
$ 11 
~ 
0 12 
0 General CoUateral Description 

13 

14 
15 

Registering Agent 

16 -c: 
<I) 

:f Address I City I Prov. I Postal Code 

17 I I 



Verification Statement Cyberbahn Transaction ID 7967893 

Form 

1C 
Ontario: Financing Statement I Claim for Lien 

Reference File No. Registration No Expiry Date 

713789982 20160203092618628971 03 I FEB I 2024 
Caution I Page 

Total I Motor Vehicle I PPSAIRSLA j Registration 
Filing Page Schedule Period 

01 I 3 of 3 I I I 
Date of Birth I first Given Name I 1nma1 I Surname 

02 Individual Debtor I I I I I 
Name 

03 Business Debtor ,_ 
0 - Name cont'd I Ontario Corporation No 

..0 

I (I.) 

Cl 

Address I Crty I Prov. l Postal Code 

04 I I 
Date of Birth I First Given Name I 1nma1 I Surname 

05 Individual Debtor I I I I I 

I 
Name 

06 Business Debtor ,_ 
0 - Name cont'd I Ontario Corporation No. ..0 
(I.) I Cl 

Address I Crty I Prov. I Postal Code 

07 I I 
Secured Partv 

>- 08 Deerfield Partners, L.P. t: .. ---~----a. 
"Cl 
l!! 

Mei;~--~----~----~-~~---~--~-~-~ " Crty I Prov. I Postal Code ---
~ 09 INY 110017 I/) 780 Third Avenue, 37th Floor New York 

Section 1: Section2: Section 3: Section 4: 
Collateral Classification Vehicle Included Principal Amount Secured 

--~~--~" 

Consumer Inventory I Equipment J Accounts I Other Type 'X' if Motor Vehicle included Date of Maturity { No Fixed Date 
Goods ofMaluritv 

10 I I I $ .00 I I I 
(ii Year Make Model Vehicle ldentificabon No. ,_ 
(I.) 11 -..!! 
0 12 
(.) 

General Collateral Description 

13 

14 
15 

Registering Agent 

16 -c: 
(I.) 

~ Address I Crty I Prov I Postal Code 

17 I I 

IMPORTANT INFORMATION 

Due to the manner in which registrations are handled by the PPSR system, your original 3C Verification Statement ('Original Verification Statement') 
produced by the PPSR Registrar may contain warnings or error messages generated by the Ministry of Government Services, Companies and Personal 
Property Security Branch. Your Cyberbahn verification statement will NOT contain these messages, and Cyberbahn strongly recommends, in all cases, 
that you review your Original Verification Statement to ensure that you are aware of any potential errors or warnings generated by the PPSA system. 
Cyberbahn is not responsible for system errors. 

Should you have any questions, please do not hesitate to contact Cyberbahn. 



Verification Statement Cyberbahn Transaction ID: 7967968 

Form 

1C 
Ontario: Financing Statement I Claim for Lien 

Reference FHe No. Registration No. Expiry Date 

713790018 20160203092618628972 03 I FEB I 2024 
Caution I p 9 Filina a e 

Totat 
Page 

I MotorVehicle I 
Schedule PPSAIRSLA I Registration 

Period 

01 I 1 of 3 I I p I 8 
Date of Birth I flrst Given Name I Initial I Surname 

02 Individual Debtor I I I I 
Name 

03 Business Debtor 
.... MEDICAL FUTURES INC. 
0 - Name cont'd I ontario Corporation No 

..0 

I Q) 

0 

Address I Cfty I Prov, I Postal Code 

04 151 STEELES AVE E. MILTON loN IL9T lYl 
Date of Birth First Given Name I tnitial I Surname 

05 Individual Debtor I I I I I 
Name 

06 Business Debtor 
.... 
0 - Name cont'd I Ontario Corporation No. ..0 
Q) I 0 

--
Address I Cfy I Prov, I Postal Code 

07 I I 
Secured Partv 

>- 08 Deerfie1d Private ,sign Fund III, L.P. t: 
"' Q. 

'O 
!!! 

' :I I Prov. I Postal Code 
" Address Cfty .. 09 \NY 110011 fl) 780 Third Avenue, 37th F1oor New York --

Section 1: Section2: Section 3: Section 4: 
Collateral Classification Vehicle Included Principal Amount Secured 

Consumer Inventory I Equipment f Accounts J Other Type 'X' if MotorVehicie included Date of Maturity I No Fixed oate-
Goods of Maturity 

10 x I x I x I x x $ .00 I I I 
iij Year Make Model 

--
Vehicle Identification No. .... 

$ 11 
..!!! 
0 12 
() 

General Collateral Description 

13 

14 

15 
-r' 

Registering Agent 

16 BENNETT JONES LLP (SG/TT) -c: 
Q) 

Ji Address I Ctty I Prov, I Postal Code 

17 3400, 1 FIRST CANADIAN PLACE, PO BOX 130 TORONTO ioN IMSX 1A4 



Verification Statement Cyberbahn Transaction ID: 7967968 

Form 

1C 
Ontario: Financing Statement I Claim for Lien 

Reference file No, Registration No. Expiry Date 

713790018 20160203092618628972 03 l FEB I 2024 
Caution I Page 

Total I MotorVehicle J PPSA/RSlA I Registration 
fiino Paoe Schedule Period 

01 I 2 of 3 I I I 
OateofBirth I first Given Name I lnitial I Surname 

02 Jndividual Debtor I I I I 1 
Name 

03 Suslness Debtor 
..... 
0 :c j Name confd I Ontario Corporation No 

<I) I 0 

Address I City I Prov. I Postal Code 

04 I I 
Date of Birth I First Given Name l Initial I Surname 

05 Individual Debtor I I I I I 
Name 

06 Business Debtor 
..... 
0 - Name cont'd I Ontario Corporation No . ..0 
<I) I 0 

Address I Ctty l Pro~.--·TPoStal Code 

07 I I 
Secured Panv 

>- 08 Deerfield International Master L.P. t: , I 

'° 11. 
"ti 
~ 

~~----·-----·-----· . 
::I I Prov. I- Postal code----·-
<J Address City 

"' 09 INY 110011 I/) 780 Third Avenue, 37th Floor New York 
Section 1: Section 2: Section 3: Section 4: 
Collateral Classification Vehicle Included Principal Amount Secured 

--
Consumer I Equipment f I other Date of Maturity I No Fixed Date 
Goods Inventory Accounts Type 'X' if Motor Vehicle included ofMaturitv 

10 I I I $ .00 I I I -ro r--- -
Year Make Model Vehicle Identification No. ..... 

<I) 11 -ro 
15 12 
(.) 

General Collateral Description 

13 

14 
15 

Registering Agent 

16 -c: 
<I) 

~ Address I City -i Prov. I Postal Code 

17 I I 



Verification Statement Cyberbahn Transaction ID: 7967968 

Form 

1C 
Ontario: Financing Statement I Claim for Lien 

Reference File No" Registration No. Expiry Date 

713790018 20160203092618628972 03 I FEB I 2024 
Caution ( I Total I ~:~~~~1:hicle j I Registration 
Filina Page Paae PPSA/RSLA Period 

01 I 3 of 3 I I I 
Date of Birth I Fits! Given !\lame I 1nma1 I Surname 

02 Individual Debtor I I I I I 
Name 

.... 03 Business Debtor 

~ Name cont'd I Ontario Corporation No 

<l.l I 0 

Address I City I Prov. I Postal Code 
04 I I 

Date of Birth I First Given Name I Initial f Surname 

05 lndiViduaJ Debtor I I I I I 
Name 

06 Business Debtor .... 
0 - Name cont'd I Ontario Corporation No< ..0 
<l.l I 0 

Address I City I Prov. I Postal Code 
07 I I 

Secured Partv 

> 08 Deerfield Partners, L.P. t: .. 
II. 
-0 
! 

~Address "' City I Prov. I Postal COde :ii 09 INY 110017 "' 780 Third Avenue, 37th Floor New York 
Section 1: Section2: Section3: Section4: 
Collateral Classification Vehicle Included Prtncipal Amount Secured 

I Consumer 
Goods I Equipment J Accounts I other Type 'X' IT Motor Vehicle included Date of Maturity I No Fixed Date 

ofMaturitv 

10 I I I $ .00 I I I 
(ii Year Make Model Vehicle ldentifieation No . .... 
$ 11 
co 

=a 12 
0 I General Collateral Description 

13 

14 
15 

I Reaistering Agent 

16 ..... 
c:: 
<l.l 

Ji Address City I Prov. I Postal Code 

17 I I 

IMPORTANT INFORMATION 

Due to the manner in which registrations are handled by the PPSR system, your original 3C Verification Statement ('Original Verification Statement') 
produced by the PPSR Registrar may contain warnings or error messages generated by the Ministry of Government Services, Companies and Personal 
Property Security Branch. Your Cyberbahn verification statement wili NOT contain these messages, and Cyberbahn strongly recommends, in all cases, 
that you review your Original Verification Statement to ensure that you are aware of any potential errors or warnings generated by the PPSA system. 
Cyberbahn is not responsible for system errors. 

Should you have any questions, please do not hesitate to contact Cyberbahn. 



SCHEDULE3 

GRANTOR INFORMATION 

Gran tor Jurisdiction Of Chief Executive Corporation Other Canadian Locations Of 
(Exact Le2al Name) Or2anization Office Number Assets 

151 Steeles A venue 

Tribute Pharmaceuticals Canada Inc. Ontario 
East 

1887858 None 
Milton, Ontario 

L9T lYl 
151 Steeles A venue 

Medical Futures Inc. Ontario 
East 

1513106 None 
Milton, Ontario 

L9T lYl 

WSLEGAL \071481\00004\l3099495v5 



SCHEDULE4 

A. COLLATERAL LOCATIONS 

Chief Executive Office 

151 Steeles Avenue East, Milton, Ontario L9T lYl 

2800 Park Place, 666 Burrard Street Vancouver, British Columbia, Canada V6C 2Z7 

Additional Business Offices 

544 Egerton Street, London, Ontario N5W 3Z8 

1414 Raleigh Road, Suite 400, Chapel Hill, North Carolina 27517 

B. COLLATERAL IN POSSESSION OF LESSOR, 
BAILEE, CONSIGNEE OR WAREHOUSEMAN 

Site Name Location Address 
Accuristix 2844 Bristol Circle 

Oakville, ON L6H 6G4 

Accuristix 100 Vaughan Valley Blvd. 
Vaughan, ON L4H 3C5 

Therapure Biophanna Inc. 2585 Meadowpine Boulevard 
Mississauga, ON L5N 8H9 

Jubilant HollisterStier 16751 Trans-Canada Highway 
Kirkland, QC Canada H9H 4J4 

Supplement Fulfillment 914 Baptist Hill Rd 
Inc. Chillicothe, OH 45601 

QPharm 180 Werlich Drive 
Cambridge, ON NIT 1N6 

Cardinal Health 105, Inc 15 Ingram Boulevard 
La Vergne TN 37086 

Tribute Pharmaceuticals 544 Egerton St 
Canada Inc. London, ON N5W 3Z8 

WSLEGAL\071481 \00004\13099495v5 

Item T:voe 
Finished Good Product 

Finished Good Product 

Manufacturing Equipment 
Raw Material 
Work in Process Product 
Manufacturing Equipment 
Raw Material 
Work in Process Product 
Finished Good Product 

Raw Material 
Packaging Material 

Finished Good Product 

Finished Good Product 
Work in Process Components 
Packaging Materials 



SCHEDULES 

INTELLECTUAL PROPERTY 

T1ibute Pharmaceuticals Canada Inc. 

Expiration Date 

Name I Identifier 
(if a License, 

Holder/Licensee 
of IP or License 

Type of IP expiration of License 
and Licensed 

Prooerty) 
Tribute Uracyst -

Phannaceuticals #6,083,933 (US Patent 04/1912019 
Canada Inc. Patent) 

Tribute Uracyst -
Phannaceuticals #2,269,260 Patent 0411612019 

Canada Inc. (Canadian Patent) 
Tribute Uracyst - #US 

Phannaceuticals 7772210 (United Patent 2119/2023 
Canada Inc. States) 

Tribute 
Uracyst-

Phannaceuticals 
#ZL20048000646 

Patent 0211812024 
Canada Inc. 

7.1 
(China) 

Tribute Uracyst -
Pharmaceuticals #4778888 Patent 0211812024 

Canada Inc. (Japan) 
Tribute Uracyst - #AU 

Pharmaceuticals 2004212650 Patent 0211812024 
Canada Inc. (Australia) 

Tribute Uracyst-
Phannaceuticals #1603578 Patent 0211812024 

Canada Inc. (Europe) 

Tribute 
Uracyst -

Pharmaceuticals 
Application Patent 

NIA 
Canada Inc. 

#4050/DELNP Application 
(India - pending) 

Tribute 
Uracyst-

Phannaceuticals 
Application Patent 

NIA 
Canada Inc. 

#170309 (Israel - Application 
pending) 

Tribute Uracyst-
Phannaceuticals #2515512 Patent 02118/2024 

Canada Inc. (Canada) 

Tribute 
Uracyst-

Phannaceuticals 
#8084441 (United 

Patent 2119/2023 
Canada Inc. 

States - second 
high dose patent) 

WSLEGAL 1071481100004\l 3099495v5 

Jurisdiction 

us 

CAN 

us 

CHINA 

JAPAN 

AUS 

EURO 

INDIA 

ISRAEL 

CAN 

us 



-2-

Tribute 
Uracyst -

Phannaceuticals 
#8334276 (United 

Patent 2119123 us States - third high 
Canada Inc. 

dose patent) 

Tribute 
Uracyst -

Phannaceuticals 
8.778,908 (United 

Patent 2119/23 us States fourth 
Canada Inc. 

high dose patent) 
NeoVisc 
Trademarks -
Canada (TMA 
486692), Gennany 

CAN 
Tribute 

(30457514.3), 
GERMANY 

Phannaceuticals 
European 

Trad em arks NIA EURO 
Canada Inc. 

Community 
DOM. REP. 

(004376208), 
MEXICO 

Dominican 
Republic 
(140250), Mexico 
(823752) 
Uracyst 
Trademarks -
Canada 
(TMA486693), CANADA 
United States us Tribute 
(2677199), EURO Pharmaceuticals Trademarks NIA 

KOREA European 
Canada Inc. 

Community TURKEY 
(002297653), 
Korea (40-
0849594), Turkey 
2008055507 
Uropol 
Trademarks -

GERMANY 
Tribute Gemrnny (303 46 

AUSTRIA 
Phannaceuticals 971), Austria (230 Trademarks NIA 

SWITZERLAND 
Canada Inc. 503), Switzerland 

EURO (514 536) 
EU (010499218) 
Tribute 
Phannaceuticals 

Tribute 
Application# 

us 861006,569 and Trademark 
Phannaceuticals NIA 

CAN 861006,574 Application 
Canada Inc. 

(United States); 
Application 
#1609470 
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Tribute 
Tribute Phamiaceuticals 

Phannaceuticals Application # Trademark NIA CAN 
Canada Inc. 1,609,443 

(Canada) 
Tribute 

Tribute Phanuaceuticals 
Phannaceuticals Application# Trademark NIA CAN 

Canada Inc. 1,609,447 
(Canada) 
Tribute 

Tribute Phanuaceuticals 
Phanuaceuticals Application # Trademark NIA CAN 

Canada Inc. 1,609,440 
(Canada) 
Cambia Patent 

Tribute 
Application # 

Phannaceuticals 
2,254,144 

Patent May 15, 2017 CAN 
Canada Ltd. 

(Canada) (granted) 

Cambia Patent 
Tribute Application# 

June 16, 2026 (if 
Phannaceuticals 2,632,375 Patent CAN 

Canada Ltd. (Canada) 
granted) 

(pending) 
Tribute Cambia Trademark 

Pharmaceuticals Trademark License December 31, 2025 CAN 
Canada Ltd. TMA806381 Agreement 

Tribute 
Benzimidazole 

Phanuaceuticals 
derivatives 

Patent June 3, 2017 CAN 
(bilastine) patent 

Canada Inc. 
CA#2,206,754 

Tribute 
Benzimidazole 

Phanuaceuticals 
derivatives 

Patent April 19, 2022 CAN 
(bilastine) 

Canada Inc. 
CA#2,206,754 
Visken & 
Viskazide 

Tribute Reg#: 
Phanuaceuticals TMA231315 Trademark 40 years CAN 

Canada Inc. Novartis 
Phannaceuticals 
Canada Inc 
Fiorinal 

Tribute 
Reg#: 

Phanuaceuticals 
TMA285639 

Trademark Owned by Tribute CAN 
Novartis 

Canada Inc. 
Pharmaceuticals 
Canada Inc 

\VSLEGAL\071481 \00004\13099495v5 
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Tribute Soriatane 
License to use 

Pharmaceuticals Trademarks 
Trademarks 

December 31, 2018 CAN 
Canada Inc. TMA436505 

Tribute Bezalip SR 
License to use 

Phamiaceuticals Trademarks 
Trademarks 

December 31, 2018 CAN 
Canada Inc. TMA247035 

License 
Tribute Agreement for 

License 
Phannaceuticals Bezalip and 

Agreement 
December 31, 2018 CAN 

Canada Inc. Soriatane in 
Canada 

Tribute 
License 

Phanuaceuticals 
Agreement for License NIA us 

Canada Ltd. 
Bezalip in the Agreement 
United States 

Tribute License 
License 

Phanuaceuticals Agreement for 
Agreement 

December 31, 2025 CAN 
Canada Ltd. Cambia in Canada 

Tribute 
License 

Phanuaceuticals 
Agreement for License 

December 30, 2026 CAN 
Canada Inc. 

MycoVa in Agreement 
Canada 

Tribute 
Tribute 

Phanuaceuticals 
Phamiaceuticals 

Trademark NIA CAN 
Canada Inc. 

App# 1609446 
Reg#TMA9244 l 5 
Tribute 

Tribute Pharmaceuticals & 
Phannaceuticals Design Trademark NIA CAN 

Canada Inc. App#l609470 
Reg#TMA924430 

Tribute 
FIORICET 

Phannaceuticals Trademark NIA CAN 
Canada Inc. 

App#l699153 

Tribute SOLUTIONK 
Phannaceuticals App#l122084 Trademark NIA CAN 

Canada Inc. Reg#TMA603920 
Tribute FIORINAL 

Phannaceuticals App#0217852 Trademark NIA CAN 
Canada Inc. Reg#UCA043301 

WSLEGAL\071481 \00004\13099495v5 
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Medical Futures Inc. Intellectual Property 

Type of IP 
Expiration Date 

(e.g., paten, (if a License, 
Holder/Licensee Name/Identifier TM,©,mark expiration of License Jurisdiction 

of IP or License work) or 
and Licensed 

License Property) 
Agreement 

MEDICAL 

Medical Futures FUTURES 
Trademark January 15, 2029 CAN 

Inc. App #1517459 

Reg#TMA869 l 49 

MFIPHARMA 
Medical Futures 

App#l517458 Trademark January 15, 2029 CAN 
Inc. 

Reg#TMA869148 

ONYPEN 
Medical Futures 

App#l504324 Trademark February 9, 2027 CAN 
Inc. 

Reg#TMA8 l 7342 

PE GALAX 
Medical Futures 

App#l364518 Trademark January 29, 2024 CAN 
Inc. 

Reg#TMA733513 

PHARMA CUBE 
Medical Futures 

App# 1514622 Trademark January 15, 2029 CAN 
Inc. 

Reg#TMA869 l 50 

PINK BOX 

Medical Futures DESIGN 
Trademark September 4, 2027 CAN 

Inc. App#l534490 

Rg#TMA83 l 061 

PURFEM 
Medical Futures 

App#l500683 Trademark December 11, 2026 CAN 
Inc. 

Reg#TMA813952 

RESULTZ 
Medical Futures 

App#l224453 Trademark July 4, 2023 CAN 
Inc. 

Reg#TMA 717920 

RESULTZLT 
Medical Futures 

App#l308003 Trademark July 4, 2023 CAN 
Inc. 

Reg#TMA 717885 
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PURFEM 

Medical Futures 
Serial#: 

Inc. 
85335697 Trademark January 29, 2023 U.S. 

Registration#: 
4281394 

Medical Futures 2CEC Trademark Application Date: 
Inc. App#l623588 Application April 23, 2013 

CAN 

Medical Futures 
BALANSE 

Trademark Application Date: 
DESIGN CAN 

Inc. 
App#l635678 

Application July 18, 2013 

Medical Futures 
BALANCE 

Trademark Application Date: PRO BIOTIC CAN 
Inc. 

App#l617955 
Application March 12, 2013 

Medical Futures DIAFLOR Trademark Application Date: 
Inc. App# 1645027 Application September 25, 2013 

CAN 

Medical Futures MF Design Mark Trademark Application Date: 
CAN 

Inc. App# 1517860 Application March 4, 2011 

Medical Fuhires MFBLl Trademark Application Date: 
CAN 

Inc. App#l635679 Application July 18, 2013 

Medical Futures MFBL2 Trademark Application Date: 
CAN 

Inc. App#l635680 Application July 18, 2013 

Medical Futures MFLAl Trademark Application Date: 
CAN 

Inc. App#l635683 Application July 18, 2013 

Medical Futures MFLRl Trademark Application Date: 
CAN 

Inc. App#l635684 Application July 18, 2013 

Medical Futures MFLR2 Trademark Application Date: 
CAN 

Inc. App#l635685 Application July 18, 2013 

Medical Futures ONYSPRAY Trademark Application Date: 
CAN 

Inc. App# 1616304 Application March 1, 2013 

Medical Futures 2CEC Trademark Application Date: us 
Inc. Serial#85920158 Application May 1, 2013 

Medical Futures ONYSPRAY Trademark Application Date: us 
Inc. Serial#85868594 Application March 6, 2013 

Medical Futures 
BALANSE 

Trademark Application Date: PRO BIOTIC us 
Inc. 

Serial#8605758 l 
Application September 6, 2013 
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PRO BIOTIC 

Medical Futures 
BALANSE 

Trademark Application Date : PROBIOTIC us 
Inc. DESIGN Application January 17, 2014 

Serial#86168769 

Medical Futures MFBLI Trademark Application Date: us 
Inc. Serial#86159115 Application January 7, 2014 

Medical Futures MFBL2 Trademark Application Date: us 
Inc. Serial#86 l 59092 Application January 7, 2014 

Medical Futures MFLAl Trademark Application Date: us 
Inc. Serial#86 l 59 l 06 Application January 7, 2014 

Medical Futures MFLRl Trademark Application Date: us 
Inc. Serial #86159110 Application January 7, 2014 

Medical Futures MFLR2 Trademark Application Date: us 
Inc. Serial#86159101 Application January 7, 2014 

Medical Futures 
Purfem Carton 

Inc. 
Design Copyright NIA CAN 1 

Reg#l087581 

A composition for 

Medical Futures 
prevention and 

Inc. 
treatment of colon Patent NIA CAN 
adenomas CA 
2467894 

Nutritional 
Supplementation 

Medical Futures for treating 
Patent NIA CAN 

Inc. deficiency states 
in bowel disease 
CA 2432358 

Medicated 
gumstick for 
treatment in anti-

Medical Futures 
inflammatory 

Inc. 
conditions and Patent NIA CAN 
prophylaxis 
against NSAID 
gastropathy CA 
2511158 

IP Agreements 

1 Highlight rows - discovered in Bennett Jones searches. 

WSLEGAL\071481100004\13099495v5 



-8-

EUSA Phanna (Europe) Ltd. EUSA Consent Agreement to the Collatamp G licensing rights to 
Magdalen Centre Theramed 

Oxford Science Park 
Oxford, England OXG4GA 

Medical Futures Inc. 
License and Supply Agreement dated November 26, 2008 between 
Norgine B.V. and MFI for Moviprep, as amended 

Medical Futures Inc. 
License Agreement dated April 23, 2015 between Piedmont 
Pharmaceuticals LLC and MFI 
MFI is also licensed to use the following trademarks: Durela, 

Medical Futures Inc. Iberogast, Moviprep, Mutaflor, Nonnacol, Octasa, Proferrin and 
Resultz 

Medical Futures Inc. 
Distribution and Supply Agreement dated September 22, 2011 
between Cipher Phannaceuticals Inc. and MFI for Durela, as amended 

Medical Futures Inc. 
Distribution Agreement dated December 1, 20106 between Colorado 
Biolabs, Inc. and MFI, as amended. 
RES UL TZ Commercial Licensing Agreement dated 5 

Medical Futures Inc. 
September 2012 whereby Lapidot Medical Inc. grants a license 
to MFI to use the Product RESULTZ for broadcast on 
commercial television in Canada. 
Assignment and Assumption Agreement dated 16 August 2012 
whereby Takeda Canada, Inc. assigns to MFI all of its rights to 

Medical Futures Inc. 
manufacture, distribute, market and sell the Product "Resultz" in 
Canada. Takeda Canada, Inc. also assigns to MFI all of its right, 
title, estate and interest in the RESULTZ trademark and 
corresponding registrations, and the RESUL TZ website. 

Medical Futures Inc. 
Amended and Restated Exclusive Distribution Agreement dated 
October, 2014 between Bayer Inc. and MR for lberogast. 

Medical Futures Inc. 
Octasa Distribution and Marketing Agreement dated July 9, 
2014 between Tillots Pharma AG and MFI for Octasa. 
Software licence agreements with respect to the following 
programs: 

a) Microsoft Dynamic 
b) Microsoft Office 
c) Windows 7 
d) Windows Server 2013 
e) UPS W orldShip 

Medical Futures Inc. 
f) A TS Shipping 
g) Adobe Suite 
h) Concur 
i) Quick books 
j) Salesforce .com 
k) Invoice for Order No. 9382738536 regarding 

purchase by MFI from Digital River International 
Sarl of SaaS Endpoint and Email Protection by 
McAfee, Inc. 
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SCHEDULE6 

DEPOSITORY AND OTHER DEPOSIT ACCOUNTS 

Branch Address 

Bank Name Account Holder Account and Telephone Purpose of Account 
Number Number 

HSBC Bank Tribute 352 039167- 285 King St., Cash Management 
Canada Phannaceuticals 001 London ON N6B Account - Cdn 

Canada Inc. 3M6 

(519) 439-1631 

HSBC Bank Tribute 352 039167- 285 King St., Cash Management 
Phannaceuticals 070 London ON N6B Account- US 
Canada Inc. 3M6 

(519) 439-1631 

HSBC Bank Tribute 352 039167- 285 King St., Commercial Savings 
Phamiaceuticals 270 London ON N6B Euro 
Canada Inc. 3M6 

(519)439-1631 

HSBC Bank Tribute 352 039167- 285 King St., Commercial 
Phannaceuticals 002 London ON N6B Investment 
Canada Inc. 3M6 

(519)439-1631 

CIBC Tribute 00082 10- 355 Wellington Used exclusively for 
Phannaceuticals 58614 Street, Unit 177, employee expenses. 
Canada Inc. London, ONN6A 

3N7 

(519) 661-8000 

BMOBankof Tribute 3772-1003-286 Oakville Town Chequing 
Montreal Phamiaceuticals Center II 

Canada Inc. 
240 North Service 
Road West, 
Oakville, ON L6M 
2Y5 

(905) 849-6290 
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BMOBankof Tribute 3772-4601-221 Oakville Town USD 
Montreal Phannaceuticals Center II 

Canada Inc. 
240 North Service 
Road West, 
Oakville, ON L6M 
2Y5 

(905) 849-6290 

BMO Bank of Tribute 3772-1002-021 Oakville Town Savings 
Montreal Phannaceuticals Center II 

Canada Inc. 
240 North Service 
Road West, 
Oakville, ON L6M 
2Y5 

(905) 849-6290 

CIBC Bank Medical Futures 08642 19- 300 Richmond Unlimited Business 
Inc. 25415 Beaver Creek Road Operating Account 

Richmond Hill, ON 
L4B 3Bl 

(905) 886-1370 

CIBC Bank Medical Futures 08642 03- 300 Richmond U.S. Dollar Current 
Inc. 65815 Beaver Creek Road Account 

Richmond Hill, ON 
L4B 3Bl 

(905) 886-1370 
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ANNEX I 

FORM OF JOINDER TO CANADIAN SECURITY AGREEMENT 

This JO IND ER AGREEMENT (this "Agreement") dated as of 20[_] is executed by 
the undersigned for the benefit of , as lenders (the "Lenders") in co1mection with 
that certain Canadian Security Agreement dated as of February 5, 2016 among the Grantors party thereto 
and Lenders (as amended, restated, supplemented or otherwise modified from time to time, the "Security 
Agreement"). Capitalized terms not otherwise defined herein are being used herein as defined in the 
Security Agreement. 

Each Person signatory hereto is required to execute this Agreement pursuant to Section 7.16 of 
the Security Agreement. 

In consideration of the premises and other good and valuable consideration, the receipt and 
sufficiency of which are hereby acknowledged, each such Person hereby agrees as follows: 

1. Each such Person assumes all the obligations of a Grantor under the Security Agreement 
and agrees that such person or entity is a Grantor and bound as a Grantor under the terms of the Security 
Agreement, as if it had been an original signatory to such agreement. In furtherance of the foregoing, 
such Person hereby assigns, pledges and grants to Lenders and (to the extent provided therein) its 
Affiliates, a security interest in all of its right, title and interest in and to the Collateral (other than 
Excluded Property) owned thereby to secure the Secured Obligations. 

2. Schedules 1, 2, 3, 4, 5, 6 and 7 of the Security Agreement are hereby aniended to add the 
infonnation relating to each such Person set out on Schedules 1, 2, 3, 4, 5, 6 and 7 respectively, hereof 
Each such Person hereby makes to Lenders the representations and warranties set forth in the Security 
Agreement applicable to such Person and the applicable Collateral and confinns that such representations 
and warranties are true and correct in all material respects (without duplication of any materiality 
qualifier) as of the date hereof after giving effect to such amendment to such Schedules (except to the 
extent stated to relate to a specific earlier date). 

3. In furtherance of its obligations under Section 5 .2 of the Security Agreement, each such 
Person agrees to deliver to Lenders appropriately complete PPSA financing statements nan1ing such 
person or entity as debtor and Lenders as secured party, and describing its Collateral and such other 
documentation as Lenders (or its successors or assigns) may require to evidence, protect and perfect the 
Liens created by the Security Agreement, as modified hereby. Each such Person acknowledges the 
authorizations given to Lenders under the Section 5.9 of the Security Agreement and othenvise. 

4. Each such Person's address for notices under the Security Agreement shall be the address 
of the Borrower set forth in the Facility Agreement and each such Person hereby appoints the Borrower as 
its agent to receive notices hereunder. 

5. Lenders acknowledge that upon the effectiveness of this Agreement, the undersigned 
shall have the rights of a Grantor under the Security Agreement. 
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6. This Agreement shall be deemed to be part of, and a modification to, the Security 
Agreement and shall be governed by all the tenus and provisions of the Security Agreement, with respect 
to the modifications intended to be made to such agreement, which tenus are incorporated herein by 
reference, are ratified and confinued and shall continue in full force and e:ff cct as valid and binding 
agreements of each such person or entity enforceable against such person or entity. Each such Person 
hereby waives notice of Lenders' acceptance of this Agreement. Each such Person will deliver an 
executed original of this Agreement to Lenders. 

Acknowledged and agreed to as of the year and 
date first written above: 

LENDERS: 

By: 
Name: 
Title: 

WSLEGAL\071481 \00004\13099495v5 
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Exhibit "G" to the Affidavit 

Of Andrew Koven sworn 

August q-r:-2018 

REBECCA B. CORDY 
Notary Public, State of New York 

No. 01C06315535 
Qualified in New York County 

Commission Expires Nov. 24, 2018 









on rates 

at 

5. 



or 

7. 

8. 



Ill 







Aralez 
As ofJuly 9, 2018 

the foregoing is acceptable to you, kindly indicated 
acknowledge your with tenns. 

Very yours, 

Pharmaceuticals 

Michael Stewart 
Title: Senior 

Aralez Pharmaceuticals Holdings 
POZEN Inc. 
Aralez Pharmaceuticals llS Inc. 
Halton Laboratories 
Arakz Pharmaceuticals Trading DAC 
Aralez Inc. 

Chief Executive 
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Exhibit "H" to the Affidavit 

Of Andrew Koven sworn 

August q~o 18 

REBECCA 8. COROY 
Notary Public, State of New York 

No. 01C06315535 
Qualified in New York County 

Commission Expires Nov. 24, 2016 



EL IS OMPANY 

Arnlez Pharmaceul.icals lnc. 
7100 West Credit Avenue, Suite 101 

tssll1S11ti1gl!,Ontario L5N OE4 

Arnlez Pharmaceuticals US Inc. 
400 Alexmder Park Drive 
Princeton, 08540 

Attn: Mr. Andrew I. Koven 
President and Chief Business omrer 

Dear Andrew: 

J99 !' AftK A llEl'U~ 

ST" ftoo~ 

N~w YQRt:, Nr.w Yo~" IOOU 

T l12 BU 3l<l0 

F 112 no 42&o 

18,2018 

Reference is hereby made to that certain engagement letter agreement, dnted December 20, 2017, (tha 
"Original Agreement") between Arnlez Pharmaceuticals Inc. (ll:igelher with Aralez Pharmaceuticals US inc. 
end Us olher subsidiaries, the" Company") and Moe!is & Company U.C The pertles hereby agree 
to amend and restate the Origirnll Ag~nt in its entirety as follows, which amended <md restated 
agreement supersedes 1100 replaces any obligations of the Company contained in !he Original Agreement 

The purpose of this letter agreement is to conflnn !he engagement of Moeli.s to ad as financial advisor to the 
Company in cormec!ion with general investment banking advisory services, a polential Transaction, 
Financing (to the extent appikabJe), and/ or Restnu:turing. This 11rm!nded and resmbad agreement is effodive 
llS of December 20, 2017. 

For purposes hereof, a "Transaction" shall mean !he direct or indirect sale, transfer or other disposition oi all 
or a significant portion of the equity interests, assebl or business of !he Compeny or the Canadian business of 
the Company, or any other business combination or extraordinary corpora~ tr1m.s11ctirm involving the 
Compeny or the Canadian business of the Company, whether in ooe or a series of transactfons, induding, 
without limitation, by way of a negotiated sale, merger or consolidation, split-off or other 
extraordimiry dividend of cash, securities or other assets, tender or o!fer, !ev1era11£ed 
minority mvestment or parinership, strategic collabomtive venture, divestiture or olherwise. 
This is exdwive to Moe& with ro 11 Transocticm except lhat it Is 
um:tet'l;tocld and agreed that the Company may, notice to Moei!s, also one or more 
other irwestment b1tnks m connection with any Transaction that does not involve a change control o( the 
Company or the Canadian business of !he Company. For !he avoidance of doubt, a Tmmactlon shall not 
include any $Ille or license of !he Company's Beudlp (U.S. rights), f'ibricor or Yospml11 any 
combination o( !he foregoing) and no Transact.ion Fee (as defined herein) shall be payable respect to any 
such transaction. 

For purposes hereor, 11 "Restructuring" shall mean 11ny restruclumg, reorg11ni.zation, rescheduling. 
repayment, i:efirumdng or recapltalizatton of all or any material portion of the liabilities of the Company, 
however such result is achieved, including, without limitation, through a pum of reorganization or llquidaticn 
(a "Pl!m") confirmed in connection with a case (a "Bankruptcy C1111e") commenced by or aga!ru;t the Company 
or any of its subsidiaries or affiliates under Restructuring Law (as deflned below), an exchange offer or consent 
oo!icltel:fon, covenant relief, a rescheduling of debt maturities, a in lnierest mtes, a settlement or 
forgiveness of deb!, a ronversion of debt into equity, or olher amendments to the Company's debt 
i.Ntrumenis, m each case that is material. for the avoidimce of doubl, en amendment to any o( the Company's 



MOEL.KS OMl'ANY 

l. 

b. 

c. 

d. 

e. Lo:mp,mv in nelJ:otiiatiriig the finam.:ild terms and co11:!annm.a11r1v 

1rrnrrma. Transaction or {to the extent ap1)ll<:Ja!:lll~); 

f. kl!tl:imony, induding written dedarations, in any Bankruptcy from, 
related ro, or regarding the process for any Transaclfon, Restnu:turing Fm1mdng, if 
necessary (provided that any expert report or simih1r litigation services will entitle Moelis 
ro additioMI fees to be negotiated in good faith at the appropriate time); and 

g. such other financial advisory and investment banking servkes in of a 
nat.i>nllal RP'ltru~iur·lm:• or Transaction and related matters as are customary for similar 
reslructurings im.d transactions and reasoMbly agreed upon by the Company and Moelili. 

The Company hereby authorizes the use of data furnished to Moelis by the Company for distribution to third 
parties being rol'ISidered for a Transaction, Restructuring and/or Financing (to the extent 
api,llci~ble~}, provided that sw:h to a confidentially by the Company, 

2 

Mn,11,nclni! will only apply if to the MoeUs 
markei.s advisor In cormtttion with a rm1mcm2. 

A!;, cornm1nrumoin for Moelis' services """"""rvl"'r. the Co:mp,:mv shldl pay Moel.is the foil:owin:it cash 
fees: 

a. A transaction fee in 1111 amount determined in accordance with the formule set forth in 
Schedule S hereto "Transaction at the consummation of a Tr<ll'Wdfon 
if, (i} the term of th.ls letter a Transaction is consummated or within 
12 mi:mths such term or, if this is ~rminal.ed to the of its 

2 



OM PA NY 

stated tC?mt, within 12 months or such termination (except ln the case of 11 lermirult.lon by 
Moolis without Cause defined or in Iha case of a teminatfon the Company 
for a Transaction Is or a definitive for a Is 
entered into and The Transaction Fee shall 
be or after the consummation of such Transaction in accordance with 
Schedule B hereto. to Schedule B, the aggregate Tramacl:.ion above the 

Tra~ction F~ Minimum (the #Tnmsaction Fee Credit") shall be credited 
Restmch1ring fee. 

b. Upon the commencement of a Bankruptcy Case and until the completion of a Restructuring.. 
Moolis shall have the right lo act as exclusive placement agent in connection with any 
potential Firumdng. Other than as set forth in the previous sentem:e, Moolis acknowledges 
that should ~ Company pursue raising funds through a public or private equity or debt 
tmn.sacth:m, the Company may engage one or more investment banks other than Moelis, 
and unless agreed in writing otherwise, Moelis will not be entitled to compensation in 
cormedion with such tramaction. However, should Moeti.s become engaged as the 
Company's placement agent and/or capital markets advisor (which the Company may 
request ln its sole dlscra!:ion} in connection with a Financing, such roles will be subj«I to 
I.he fees below. Nol.withsmnding anything lo the conl:rary con!.ained in this agreement the 
Compmy may engage Commercial Capital Corporation and/or its affiliates ("CCC") in 
cormeclicm with a Financing provided by Canndf;m investors (and/ or their non-Canadiem 

type (except debtor-irrpossesslon firnu'lcings), including without limitation 
any investment in an emerged company, and at any time and no Firnmcing Fee shall be 

to Moelis with respect 10 any such arranged by CCC. 

A tral"ISKl:ion fee in 1m amount determined in rm:ord1mce with the fomtulns set forth below 
(the "Financing Fee"), payable at the consumm11tion of a Fioom:ing (as defined below) if, (i) 
during the term of this letter agreement a Flrnmdng Is consummated or (Ii) within 12 
months after such term or, if this letter agreement is tenrunated prior to the end of its stated 
term, within 12 months of such termination (except m the cue of a termination by Mooiis 
without Cause (as defined or in the case of a termination by the Company forCa0$C), 
a Flnandng is coMummatcd or a deflrlitive ngreement for a Firumdng ls ootered into 1md 
such Flrnmdng Is subsequently consummated. The Firmncing Fee shall be payable solely 
upon the corummmal:ion o! such Financing. 

For purposes hereof, a "Financing" shall mean 11 New Financing or 11 Refinancing. 

J 



MOlU .. lS OMPANY 

A #New shall !l'u~an a 
debt seruritles, instruments or 01:1t1J1tat10115 
fuumdng 1my "<l•?btcx-irM1os1>esi>io1\'' debt securities, 
mst.rummts or obligaoom of with one or more investon but 
shall exclude a Refimmdng and ammdmmt or modification tu the co:mn.l!l'1t•'s 

indebtedness that does not constitute a Rel'l.ruimciinJlt. 

A "Refinam:ing" shall 
thtough any exchange, roJM11tPt'l>mn. cimi:ella1tio•n, scttlem:ent, fnroiv"n•><:•L rea.rerner1ui1ria; 
modification or amendment to the terrm;, conditiOM or coverumts o( all or a 
material portion of the Company's debt securities and/or other indebtednll!ls, obl.1gatio1u 
or liabilities outside a B!mkruptcy Case, provided that with to 1111y 
indebtedness, or liabilities, Moolis represents the 
Bankruptcy Case evldcl'l(ed the execution of I'! new eni!ai?.emcnt 
amendment hereto with with 

pension lml>Wl:ies, 
contract or tort obliga1aori1S, and oilier on and sheet mdebted111ess 
any funds from as.set sales under 515 miilfori used to pay down 
is achieved. 

i) 1.50% of the gross proceeds of imy debt caplud 
pos;sessloi~~ financing) raised; and/ or 

ii} 3.50% of the gross proceeds of nny equity capi~l raised; 

ill) 1.00% of the face value (consisting of pril'l(ipal plus fees, pre~m11ums, accrued and 
unpaid cash or payment In kind interest) of any of debt securities 
and/or oilier indebted~s, obligatioru; or liabilities that is subj!!Ct of a 
Refinancing;. 

if the debtor·ln·possession ("DIP") Cin1mdng is raised solely from Deerfield Maoo~:cment 
Company LP. and/or its nmllates (togelher with I.heir affiliates, of the 
Financing Fee paid pursuant to this DIP fimim:ing shall be credil!!d Credit'') 
against any Restructuring Fee (as defmed below). Jf the DlP r1rumcing is raised from 
Deerfield in conjundion with other new money lenders, the DIP Credit shall be pro-rated 
to reflect Deerfield's share of commitmenl in lfmt DIP facility. 

c. At tha sole discretion of the Company, It m1.1y pay Mooli.s an 1.1dditioruti (ee "Discretionary 
in such amount as I.he Comp1my de!ermine, based on factors as the 

Company's satisfacl.ii:m with Moolis' services, complexity of the tnmsncllon, the time 
1.111d effort expended by Moelis on the Com pony's behalf and value added Moolis. 

d. Owing the term of this 1.1greemenl. 1.1 fee of 5150,000 per mooili 
be payable on the first day of each month sblrting May t, 2018. The "''""'t"""J 
Monthly Fees for May 20UI, June 2018 and 2018 immediately upi:m ex~!Cul:lon 
agreement, and all subsequent Monthly Fees to each monthly 1.1ru11i'lren;;arv 
of this 1.1groomenl Whclher or not 1.1 taken 

ea,rnand 
ol the Mo.ntn!V 
offset 



COMPANY 

A one-time f~ (the "Restructuring fee"), payable upon any Restructuring shall be 53.5 
miilion. lf, at any time to the end of the Restructuring Tail Period defmed below), 

Restructuring or enl.el'$ into an l'lgrftment or a Plan is filed 
a Restructuring is subsequently consummated, then the 

estates} shall pay Mool!.s the applicable Restmcturing F~ 
Restrucluring(s}. The "Restructuring Tail Period" 

shall end cm the earlier ol l'l Restrncturing ls consummated or (if) 12 months 
ro11owfr1" the expiration or term!Mtlon of this If the Moelis 
to render services not set forth in such sei:vkes will be to a separate 

upon Restructuring F~ sh.all be to the extent 
Tra1risa1ciicm Fee Credit, the DIP Credit, and the Monthly Fee Credit. The 

maximum amount of these credill> ilia Fee shall be $3.5 
and in no evenl shall the credits, 

be less than zero. 

Notwithstimding anything to the contmry contained in this letter agi:ee1ner1t, the aggregate amount of 
Transaction fee(s), Restracmring Fee (after applicable and Credit pay11bfe under this letter 

not exceed $6.5 million. 

No fee payable to any other fmancial 11dvisor by the Company or any other person in connection with 11 

Tnmsiu::l:li:m shall reduce or otherwise affect any fee payable to Moeth! hereundC"r. In the event of a Flmmdng 
(other than a DIP which sh.all be credited as set forth above) consummated outside a Bimkruplq 
ease, pursuant ro which ads as the exdusive placement agent am.i capitl'li markets advisor l.s entered 
inro in conjurn:ticm with 11 Tmnsaclion involving a change of control of the Company and Ute Cam1dilm 
business, then Moolis shall credit 50% of the Fln1md11g Fee with to such Financing against the 
Transaction Fee with respect to such Transaction. 

In the event ilia Company determines lo pursue a Trl.tl'Wlction other than one that would result in a change of 
control of the Company or involving the Canadian business of the Company, such as any acquisition or other 
extraordiruuy corporate tran.sadion, the Company may engage Moolis lo ad as ftrmndal advisor in connection 
therewith, provided Utet the parties mutually agree to an amendment lo this letter or a separaw engagement 
letter to provide such addltioool advisory services in connection therewith upon such terms and condil:ioN 
and with such fonimilar engagements. Moelis acknowledges that should the Company 
pursue raising funds through a equity transaction, the Company may engage one or more investment 
banks in addition to Moel.is. 

3. In addition to any lees payable to Moelis hereunder (and regardless of whether Ii Transaction is 
proposed or occurs), the Company sh.all promptly reimburse Moelis for reasonable travel and other 
out-af·podrnt expl!flSl:!S incurred by Moolis In ~forming Its services hereuru:ier, Including the 
reasonable fees and expenses of legal counsel; provided, however, in no event shall such out-or­
pocket expanses be in excess of $125,000 in the aggregale without the Company's prior written 
consent, such consent oot to be unreasonably withheld. For the avoidance of doubt, the foregoing 
limitation sh.all in no way affect tlw Company's pummnt to Schedule A of this letter 
agreement. 

4. If a Bankruptcy Case is commenced, subject lo the requirements of applicable Restructuring Law, 
rules, guidelines and any orders of the applicable courts: 

11. In the event of a B<tnkruplcy Case 1.mder the Bankruptcy Code, whether voluntarily or 
involuntarily, the Company will use its reasonable best efforts to seek a final order of the 
Bankruptcy Court authorizing our employment as the Company's exclusive financial 
adviser under this agr()(!menl pursuant lo, and subject lo the standards oi review sel forth 
in, section 328(a) of Ute Bankruptcy Code (and not subject to the standards of review set 
forth in section 330 of the Bankruptcy Code), mmc pro rune to the date of the filing oi Ute 
Bankruptcy Case. The relentfon application and any order authorizing Moells' retention 
must be accepwble to Moelis. Prior to a Bankruplcy ease, the Company will 

s 



b. 

c. 

OMPANY 

pay all fees I.hen earned and and will reimburse Moolis for all expel'i5$ that Moolis 
iru:urred ti:>comment"ement in accor®rn:c wil.h I.his ".:o'"""''" .. ''t. 

..v'"'"""'" of sections 
and shall be entitled to I.he benefits of 

expenses in effect pursuant tel one or more 
R"•'k"''"''"" Court. of an order authom:.ing 

our retenlion, I.he Company will Moolis in preparing, and fee 
s~temenis, interim fee applicntioris, and a firm I foe application. The Company will 
Moells' fee that am rorisistent wil.h I.hill filed 
Bankruptcy imd dwmg any &mkraptcy Court will 
promptly our fees and expense:s 1tpprovi!d I.he Bankruptcy 1tnd 
the Brirupky Code, applicable rules and any orders of I.he 81mkruptcy Court. 

d. The Company will use its reasonable efforts !o ensure that, to the fullest extent pemdt!ed 
by law, isny confirmed pilm of reorgimwttion or liquidation in I.he Bankruptcy Case 
conhl.ins typical and customary releases (both from the Company and from l.hird parties) 
and exrulpal:ion provisions releasing, waiving, and forever discharging Moolis, Its 
divisions, affiliates, any pel'SOn controlling Moolis or Us affiliates, and I.heir respective 
cu.m?nt and former directors, omcers, partners, managers, members, agents, 
represerdatives and employees from any dalms, obligations, sull:!I, judgments, damages, 
demands, debts, rights, causes of and liabilities related to the Company OI' I.he 
engagement described in this agreetMnt. 

e. This agreement shall be binding on I.he Company and all daims made by Moelis pursuant 
to I.he terms of this agreement are not daims that may be compromised pursu1mt to any 
plan of compromise or ammgement under I.he CCAA, ABCA or CBCA or proposal under 
I.he BIA and, subject to applicable Restructuring law, no Plan shall be approved that does 
oot provide for the payment o( all amounts due to Moolis pursuant lo the terms of this 
agreement Jn the event of a Bankruptcy Case in Canada, I.he Company will use its 
ro1rm11en:ially reasonable efforts. to ensure, as a term cf I.he Bankruptcy Court order, that the 

all applicable fees, reimbursement of expenses end indemnificlillii:m or 
contribution obligations contemplated this agreement (whether incurred beforn or after 
I.he dale of any order approving this agreement) shall be i;ec1.m1d by an admlnistraticm 

Moells. 

5. Subject to Section 6 of this engagement letter, I.he term of Moelis' en1>tH'Cm1erit 
cormec!ion with a Tmnsadicm, or ao!Dlk.mblei 
commence on the hereoi and conUnue for e of 12 
written ccmsi:mt or earlier terminated 10 
however, that no such te11mln1ati1m 
the Coirnpamv; 
in 
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2 hereof (i.m::luding the right or Moeiis lo rtt"eive, for the applicable period after or 
terminal.ion of this letter agreement, the RC$lrocturing Fee, Tr1msaction Fee, the Fee 11nd 
the Firumdng Fee (to the extent applkable)) or fees that have accrued prior to such or 
(iv) the of Moelis to rKeive reimbursement for its out-of-pocket expenHS as described above. 

6. Notwithstanding anything to the contrary set forth in the event of a termmaticm of this letter 
11grooment by Moclls without Couse or by the Company for Cause, Moeli.!I shell not be entit.led to 

lees payable under SecUon 2 hereof rollowing such termination (im:iudlng the right of Moolis lo 
for the applicable period !lifter expiratkm or termination of this letter agreement, the 

Tra~ction Fee; the Break· Up Fee and the Fee (to the extent applicable)). 

For pl.ll'pOses of this letter agreement (I) "'Cause" with ~peel to Moel!s shall mean action or 
railure to act by Moolls that constitutes bad faith, willful misconduct or gross In 
connection with this agreement and (ii} "Cause", with respec! to the Company, mean the 
Lo1mt>i1UW'S bad faith, and willful misconduct in connectit.m with this agreement. 
Notwil.hs1tandinl:! the obmms a tho!: it did not act with bad 
faith, willful or gross negligence in of its servk!.!$ hereunder, Moelis 
will remain entitled to Us Tmrw&clfon Fee hereunder. 

7. in consideration !or the :servic~ provided in this agreement and in the Original Agreement, the 
Company sha!i indemnify Moolis and relllted persons in accorrumce with the indemnification letter 
111:md1ed hereto as Schadule A, the provisions of which are lncorporated herein by reference in their 
entirety. 

8. The Company shall provide to Moel is aU farumdal and other information concerning the Company 
reasonably requested by it for the purpose of its assignment oore1.mder, including providing Moelis 
with reasonable access lo management and other represenmt.lvC$ of the Company. The Company 
agfft:!l and represents, to the best of its knowledge, that information concerning the Company 
prepared by the Company and furnished to Moelis pursuant to this letter agreement shell be 1m:uraCe 
and complete in all material ~pects at the time provided, and that I( the Company becomes aware 
that such in.formation becomes imm:urate, iru::cnnplete or misleading in any material respect during 
the term of Moeiis' engagement hereunder, the Company shall promptly rmtify Moeiis. In 
performing its services hereunder, Moelis shall be entitled to roly upon and assume, without 
assuming any responsibility for Independent verification, the accuracy and completeness or all 
information thot is publicly avaliable and al! information th11t has been lum!$hed lo it by or on behalf 
of the Company, any other partldp1mt In a transllction contempfuted hereunder or otherwise 
reviewed by Moelis, and Moolis shall not assume any responsibility or have any liability therefor. 
Moelis shall have no obligation to conduct any appraisal of any assets or liabilities. Moolis does not 
provide accounting, lax, legal or regulatory advice. The Company agrees that it will be res1po11:s11>:1e 
for ensuring that any transaction contemplated hereunder complies with applicable Jaw. 

Any firumcial advice rern:icred by Moelis or its representatives pursuant to this letter agreement is 
intended solely for the benefit and use of the Company and the Board of Directors o( the Company, 
acting in its capacity as nu.:h, in considering and evaluating a Transaction or any of the other 
matters contemplated by this agreement, is not on behelf of, and shall not confer rights or remedies 
upon, any pernon other than the Company and the Board of Directors of the Company such 
committee), and may not be used or relied upon for any other purpose. Except es requlred by the 
Bankruptcy Code, rules or orders of the applicable Bank11.1ptcy Court, and any other applicable law 
(provided that prior notice thereof is provided to Moelis), no such flnimde! advice or the terms of 
this letter agreement may be disclosed publicly in any mmmer wit.hoot Moelis' prior written consent 
and all such advice and the terms or lhis letter agreement will be treated by the Company and Moells, 
respectively, as coofldentia!. The Company hu oot taken, and except in connection wilh a 
B1mkmplcy Case, wm not take, any action, directly or irn:lirediy, so as, to cause any Finandng tho! 
involves the sale or offering of securities (a "Capital Tral1$1ilction") to €a!I to oo entitled to exemption 
1.mderSedion 4(a)(2} of theSoo.rrities Act of 1933 (the "Sea.uil.ies Acl"). The Company will promptly 
from time to time take such Kl.ion as Moelis rooy reasonably request to qualify the Capital 
Trans.aci:fon as a private placement 1.mder the securities Jaws of such jurisdictions as Moelis may 
reasOMbly request. 

1 
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in coruied:ion with a reglstf;atioin e:11:1m11)tion pursuant 
of a Tra~Uon, 

am! w1m:1mties to Moelis that 
or ~;,;ornp1my coi.msel to the effect 

;=..""'"'"' Act and which shall 
c .... ,..,...,.,.,vshafl deliver to Moells from 

Moolis' express b1mefit a big representation form of Sd1edtd4! C, and 
represima1t1o:n, warranty and covenant with to bad actor 

Scitttd11ieC·l, and {iv) the Company win also deliver to of 
agreements, opinions, certifies~ and other doci.urumts delivered at the dosing as may 

reasonably request. The Company will be responsible for an information provided by 01' 01'1 its behall' 
to Purchasers in a Capiml Transaction. 

9. Ail am®nts herein are stated In U.S. dollars and all payments under this letter agreement.. including 
under Sdledule A hereof, shall be paid in immediately available funds in U.S. dollars, and without 
withholding or deduction of any tax, ~merit or other govemmenral charge (collectively, 
unless required by law; 1md ff the Company shall be required to deduct or withhold any Tax, or 
any Tax is required to be Moolis solely ori account oi the services the 
Lo1inp1mv !!MU to 1mch additional amounts H shall be '""'l""~;'t.J 

the Compimy after such deduction, wll:hhi:ildix'IR 
oth@n11ris@due to Moelis under this letter. 

The Company consents to the service of any and ail process whlch may be served in 11.ny suit, 
action, or proceeding arising out o( or relating to this Jetter agreement by means of delivery 
or courier service, addressed to it at the following address: (i) with respect to Company, 400 
Alexander Park Drive, Princeton, NJ 085«1, and to the attention of the legal department of the 
UJmptal'I'!', and (b) with respect to Mool!s, at the address on the first page of this agreement, and the 
Company and Moolis each hereby irrovocably waives, to the fullest extent permltl.ed by law, any 
objection It may now or herea(ter have under New York law or any law of any Slnte of the Unlled 
States or of any other jurisdiction or otherwise to service of process in such manner. 

10. Following the public announcement of any tmnsactioo contemplated by this agreement, Mol!Us may, 
at its own Cll'.pl!Ne, place announcements or advertisements in fimmdal newspapers, journals and 
marketing materials describing its services hereunder, provided, that Moells !!hall obtain the 
Company's prior approval as of the form and substance of all such anno1mcem1mts and 
advertisements and no such announcement or advertisement shaJI disclose the consideration or 
other m!'lrerial terms of any such tmnsac:tion to the extent rn:1t publicly disclosed by the Company. lf 
requested by Moelis, the Company shall include a mutually acceptable refenmce to Moelis in any 
pl'e$S release or other public announcement of the Compmy in respect of any tmruaction 
contemplated by this agreement. 

'!1. This letter agreement (including Schedules A and B), and any dispute or claim that may arise in 
amnectioo with this agreement, (a) shall be governed by and construed in accordance with the laws 
of the State of New York, regardless of the laws that might o!herwJse govern under applicable 
principles of conflicts of law thereof, and no proceeding related directly or indirectly to this letter 
agreement sh!IU be commenced, prosecuted, or continued in any court other than the courts oi the 
State of New York located in the City and County of New York or In the United States Dlstr:!ctCoun 
for the Southern Oismct of New York, sitting in New York county, (b} lncorpor111tes the entire 
understanding oi the parties with respect to the mall.er hereof Md supel'Sedes all previous 
agreements should they exist with not be amended or modified except in 11 

writing executed by the Company be binding upon and inure to the benefit 
of the Company, Moe!is, the other defined in Schedule end their 
YPS1oorl'lv2 successors and assigns. This letter agreement may not be by or the 

with the written consent of the that the Cn:mn:iinv 

Agil'!l!e1me1rit in cormedfon with tht? the sale 
the in a of control transaction. The Co:ml'.lianv 

and, to the extent i11w, cm behalf of 
holders and <tgree to waive, to the fullest eittent rmr-mil~ 

8 
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by Jaw, any objection it may now or herea(ier have to thc laying of venue of llny such pr~!ng 
brought In any New York court specified in !his Section 11 and any claim !hat any such proceeding 
brought in any such court has been brough! in an Inconvenient forum nnd to waive all rights to trial 
by jury ln any acl.lon, proceeding or cotmterdaim brought by or on behalf of either party with respect 
to any matter whatsoever relating to or arising out of any actual or potential Transaction or the 
engagement of or performance by Moefis hereunder. 

The Company acknowledges !hat Moelis, in connection with ils engagement hereunder, ls acting as 
an independent contractor with duties owing solely to !he Company and the Board of Oirectorn of 
the Company, !hat nothing in this is intended lo comer upon 1.my other person any 
rights or remedies herw.nder or by reason hereof and that Moeiis: is not assuming any duties or 
obligations other than those expressly set forth herein. Nothing in this letter agreement or the nature 
of Moolis' servkes in connection with this engagement or otherwise shlllll be deemed to create a 
fiduciary duty or fiduciary or agency refodomh!p between Moelis or any of its affiliates and the 
Company or any of Us affiliates, scairlty holders, employees or creditors. The Company agrees that 
it shlllll not make, and hereby waives, any claim based on the assertion of sm:h a fiduciary or agency 
relationship. 

Moolis is Ml independent investment bank which Is engaged in a range of investment banking 
actMlies, Certain affiliates of Moelis are engaged in asset management and other activities for their 
own account and otherwise. Moelis and its affilmles may have in~ts that differ from the 
Company's interests. MoeUs 1md its affiliates have no duty to dtsclose to the Company, or use for the 
Company's benefit, any information acquired in the course o( providing services to any other party, 
engaging in any transaction or carrying on any othllr businesses. Moelis' employees, officers, 
partners and affiliates may at any time own the Company's securities or those or any other entity 
involved in any transaction contemplated by this agreement. Moolis recognizes ils obligations under 
applicable securities laws in connection with the pt.m:hllse and sale of such securities and shlllll 
comply with such laws. The Company hereby agrees to the acknowledgements and disclosures set 
forth in Sdmlulc D. 

This letter agreement has been duly authorized and executed by the Company and Moel.ls and 
constitutes the legal, binding obligation or each party, enforceable in accordance with its terms. The 
invalidity or unemorceabillty of any provision of this letter agreement shalt not af(ed the validity or 
enforteability of any other provision of this letter agreement, which shalt remain in full force and 
effect. 

Moelis shall not, during the term of this letter agreement, be engaged to advise any potential buyer 
or strategic part:ner with respect to a Transaction (induding through a Bankruplq Case) involving 
the Company. During the term of this letter agreement, Moells shlllll, to the exlenl permissible by 
Moelis' professional and contractual obligations of confidentiality to its dlen!S, advise th!! Company 
o( any material relationships that, in Mooiis' judgmen!, could reasonably be expected to prcsclnt a 
potential ronflict of interest 

(Signature Page Follows! 
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be executed in two or more each oi whim sl'mll be deemed 
""'""""· but all which sh11ll coMUb..ite one and the Slime ag~merd. Pleui;e confirm thal 

""'~K"''"l>!. ls in «cordimcc with yom of our and rehJmirm 
this letter agr·eerneii1t. 

ARALEZ PHARMACEUTICALS INC. 
ARALEZ PHARMACEUTICALS US INC. 

MOEUS & COMPANY LLC 

ruhish K Contrudor 
N1<1:n,.)lmg Director 
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In I.he event that Moelis &: U.C or our affiliates or any of our or our afnliates' res1pec1tive 
former directors, officers, partnel'll, representatives or emolo>V~!S (fndud1ing 
cor1trollin11:t us or any of our affiliates) "Indemnified Persons") !)e(:cm•es 
In any actual or threatened action, dl'llm, suit, or i:m.Kt?eding 
to or in ci:mnection with this or the Cll' 

,,..,,..,.,,.,..., will reimburse such PcNcm lhe reilSOOable and costs 
and expenses counsel fees) o! investigating, preparing for and responding w such Action or 
enforcing this agreement, as am il'lnlrmd. The Company will also indemnify and hold harmless any 
Indemnified Pe!'llon from and and I.he Company agrees that no Indemnified Person shall have any 

to the or its or their ~pttl:ive owners, directors, oflicers, Pmnm"'""'"'L 

any losses, daims, damagl!S or liabilities (collectively, 
out of oral or written statemenls or omiss!Ol'IS made or information ..,,.,,..,,.~..,.. 
or olherwlse out of, related to or in ccmnecl:icm with 

except that this clause (B) shaU not w Losses that are 
res1.dled Crom the bad faith, willful misconduct 
Company pays l'!n indemnified Pel'l!On for Losses and to the extent such Losses are sut1~1ueintly 
iiMliy judicially determined w hlwe resulted from lhe bad faith, willful misconduct or gross negligence or an 
Indemnified Person, such Indemnified Pernon will promptly refund to the Company amount edvanced 
the Company In connection with such matter. 

If such indemnification or Umiml.ion on are for any reason not available or insulrldent w hold an 
Indemrufled Person harmless, the Company agrees to contribute to the losses in such proportion as is 
appropriate to reflect the relative benefits m::eived (or anticipated to be received) by I.he Company, on lhe one 
hand, and by us, on the other hand, wilh rosp«t to this agroernent or, If such allocation is judicially 
determined to be W'lllWilable, in such proportion u is appropriate to reflect the relative benefits and relative 
faull of the Company on the o~ hand and of us on the other hand, and any other equitable considerations; 
provided, however, that, to I.he extent permitted by applicable law, in no eventshall lhe Indemnified Persom 
be responsible for amounts that exceed I.he fees ad:uaily received by us or contemplated to be paid by to us 
from the Company m col'l!'ledion with this agreement Relative benefits to the Company, on the one hand, 
1.md us, on I.he other hand, with !1?$pe<:t lo lhis agreement shall be doomed to be in the same proportion as (i) 
the total value or proposed to be paid or received or proposed to be received by I.he Compmy or its 
security holders, as the ca~ may be, pursuant to the T ra.l\Sllctlon(s), RHtructuring and Fim1m:ing (w the extent 
applicable), whether or not consummaled, bears to (ii) the fc-es actually re<:eived by us or contemplated to be 
paid lo us in col'l!'ledion with this agreement. 

The Company shall not be l!abi4? for cny Settlement (as dcllned below) o( any Action efia:!ed wllhout Us 
writlen consent, but if scuJed wilh such consent or if there is c final judgment against an indemnified Party, 
lhe Company agrees to indemnify the indemnified ?arty from and against any h:iss or liability by reason of 
such settlement or judgment. The Company wm not, without our prior written coment (not to be 
unreal>Onably wllhheld), settle, compromise, coment to I.he entry of any judgment in or otherwise seek to 
terminate (a "Setl.lemenn any Action in respttt of whkh indemnifkal.lon is or may be sought hereunder 
(whether or m:>t an lndemrufled Person is a party unless such Settlement includes a l'l?lease of each 
Indemnified Person from any Losses out of such Action. The Company wit! not permit any such 
SeUlement to include a statement as to, or an admission of, fault or culpability by or on behalf of an 
lndemru!ied Pef!lon without such indemnified PefSon's prior written consent. No Indemnified Person 
seeking i.ndemnilkatio11, re!mbw-sement or oontriboticm under this agreement will, without the Company's 
prior wrltten consent (not to be unreaso!Ulbly withheld), agree ro the Settlement of any Action. 

Prior to eflec:Ung any proposed Hie, excruu1ge, dividend or other distribution or liquidation of all or 
subslllntially all of its l!ISSCIS or any or redassific111.ion of ilS outstanding securities 
lha.t does; not explidt.ly or for the assompticm of the obligatioN of the Company 
set forth herein, I.he of ll.S at'l'angements for the Company's obligat:iom set 
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forth herein !() bfi euumed 1mother «:1"1E1dil:wcwttw 
the cre~!ion 1apon terms ilnd conditiom reaso11iai:i1v siiti!Jrac~orv 
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TRANSACTION FEE SCHEDULE 

TOO Tmnsaciii:m Fee for each Transact.ion (indm:llng a sale of the Canadian business) shall be 
of the Tra!'ISaction Value (as defined below), sub;ect lo the credits set forth in 

of calcula:ling a Trans11ction Fee, NTmmact:lon Vah.ceff shall eqwil !he aru~tate 

to2.00% 

of all proceeds and other ronsideraoon actually paid or rncelved, im:ilrec:tly, 
its shareholders (!nduding holders of optiorui, wamnl:s, or other 

'"'''·""uc::u ln connection or In conjunct.ion with a Tmnsaclion, including, without limitation: (I) ~sh; 
face amount notes, (iii) the fair market value of any securities rutd other ..,,.,.,n .. rtv' 
in installment; amounts paid under agreements not lo com pew or similar agreements; 
under arrangements with the Company executed in connection with the 

11n-11n[•em1en!l!!. IMnBgement fees, put or call """'''""a"'1" twlnether 
rela!OO to earnings or operations); plus aggregale prlndpal amount all tn~e1:1t<eam1ess 
borrowed money and other liabilities (mdudmg, without flmltation, capillill:zed leases and nr£ttiurea 
obllige1uons) outsl:imding immedlarely prior to consummation of a Tnmsection or nt11,,.,...,.,..,, 
lndirec1lv. assumed, rof1.1111:nced, defeased, extinguished or consolidated {indudil'lg 
defeaS111nce in connection with such Tmnsacticm. For the avoidaru:e of doubt, 
cor1tm~e111t, !11ista!lm1entor futul'l!' payment shall not be included in the calculation Value until 
such pald lo the Company and/ orilsshareholders upon onfter lhe cons1.111unatioo 
of a Transaction. For purposes of computing any fees payable to Moolis hereunder, shares issuable 
exercise of warrants or other rights of conversion shall be deemed and "'°'' ..... '""' 
consideration shall be valued u follows: (A) publicly traded securities shall be valued at 

reported in The Wall Street Joumal) for five trading days ending five 
(B) any other non-c11sh consideration shall be valued 

deternllmtd m good foith by the Company and Mooils on the day prior to the consummation of the 
ru:£~am that if such parties are unable lo agree on 11 fair market value for such non-cash 

perties 1.1hal! submit 1.1uch Issue to a panel of three arbitrators located in New York, 
New York one arbi!:!::ator belng chosen by each party rutd Ute third being chosen the 
for determination, which del:ermiru1tion shall be bim::ling upon each of the Company 

Transaction Value also shall indude, without duplication, (i) the aggregate amount of 1my eiclraordimuy 
dividends, or other dli;tributions declared by the Company (other than nonnal recurring 
dividends, repurchases or distributions) in c1.mnec:tfon or in conjunction with such Trall.Sllction, and in the 
case of a sale of assels, the net value of any working capiml (other than cash) notacqwrod In such Tr;msactfon. 

In connectiim with a sale, traruifor or oilier disposition of 50% or more of the outst;.mding common stock of 
the Tral'ISl!d.ion Valu!l' will be calculated es if 100% of the outstanding common stock on a 
diluted been acquired at the ~me paid in such Transoclion. 

To the extent a Trnnsacl:ion Fee is payable hereunder, the aggregate amount of Transaction shall be 
to a minimum of US$2,500,000 (the "'A~te Transaction Fee Minimum") at the 

termination of this agreement if Tml'l.S!!cl:ion Fee(!!) are payable hereunder and the aggregate thereof is Jess 
than Transaction Pee Mimmum, such difference shall be payable to Moelis; thtit the 
'"''"l'tl'l"l!ll~ Transac1uon Foo Mimmum sh.all not be applicable if the only Transaction consumm11ted is a Sllle or 

Zm~l:i11ilv product. 
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The Purdwer rep~ts 1.md Wli!T!iints that (!) dm Purchaser Is a instimlic.1ru1I 
accredited irivestor with extensive and in fimmciat and matters and in 

conlpa1nies and and dm Purchaser has conducled 
dlll,1te1rice !iwestiitation of Company own In-depth analysis of llie 

n11m11cl.iton in makmg lb investment decision and has not relied upon any 
mvesti<galioo of the cooch.icted Moolis; and (i.il} the 

to the P1.m:haser ronnl!d:ion ils purdwse of the 
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The Company mpresenls and warrants to Moeiis tiwt, as of the dale of this engagement Jetmr, neither the 
Company respective managing members, partners, directors and executive officel'S, any 
other officers in !he Capital Transaction, any 20% beneficial ownel'S 0£ the Company, caktdated 
on the basis promolers conneded to the nor any persons for 

mcludirm their directors, general p11rmers managing members 11 "Covered 
have been of or are oiliE!lWise subject to any of the disqualifying evMts listed in Rule 

KeJ:tUl;atlcm D under the &m.irities Act and as of the dosing date of any Capihll TI1iUISactioo, neither 
c'·"m"'~nv oor 1my Covered Person will have been convicted of or otherwise subject to 1my of the 

disqu1alifm•£ events listed in Rule or 0 under the Securities Act. Furthermore, the 
w Moelis if at any time ii becomes aweire that it or of I~ Covered 

m 
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Pursuant to f'lNRA Rule 2111, the \..U.mpuw ..... t .... ,,,..,1 • .,.1,,,,.,, 
ev;1l11<atil1i!: investment risks both in 

rec1uilred ro obtain, and rocord information that identifies the in 
reCJ'llb"•emi~nts of and In accordance with !.M USA Pa mot Act. 

D.!!~~l!;;J'mlmml?· Moons mamtaiN ii. busim!Sli !;OlfllllUH<V 

dh:dc1s1.1re statement Is available cm our 
""'"'"' "" and is 

a copy can be 
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THE HONOURABLE MR. 

JUSTICE DUNPHY 

Court File No. _____ _ 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
COMMERCIAL LIST 

) 

) 

) 

FRIDAY, THE lQTH 

DAY OF AUGUST, 2018 

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT 
OF ARALEZ PHARMACEUTICALS INC. AND 

ARALEZ PHARMACEUTICALS CANADA INC. 
Applicants 

INITIAL ORDER 

THIS APPLICATION, made by Aralez Pharmaceuticals Inc. and Aralez 

Pharmaceuticals Canada Inc. (together the "Applicants"), pursuant to the Companies' 

Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") was heard 

this day at 330 University A venue, Toronto, Ontario. 

ON READING the affidavit of Andrew Koven sworn August 9, 2018 and the 

Exhibits thereto (the "Koven Affidavit"), the pre-filing report of Richter Advisory 

Group Inc. ("Richter"), in its capacity as proposed monitor (the "Monitor") to the 

Applicants, dated August 10, 2018, and on being advised that the secured creditors who 

are likely to be affected by the charges created herein were given notice, and on hearing 

the submissions of counsel to the Applicants, counsel to the proposed Monitor and 

counsel to the DIP Lender (as that term is defined herein) and pre-filing secured lender 

("Deerfield"), and on reading the consent of Richter to act as the Monitor, 

DOCSTOR: 2847683\3 
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SERVICE 

1. THIS COURT ORDERS that the time for service of the Notice of Application 

and the Application Record is hereby abridged and validated so that this Application is 

properly returnable today and hereby dispenses with further service thereof. 

APPLICATION 

2. THIS COURT ORDERS AND DECLARES that the Applicants are companies to 

which the CCAA applies. 

PLAN OF ARRANGEMENT 

3. THIS COURT ORDERS that the Applicants shall have the authority to file and 

may, subject to further order of this Court, file with this Court a plan of compromise or 

arrangement (hereinafter referred to as the "Plan"). 

POSSESSION OF PROPERTY AND OPERATIONS 

4. THIS COURT ORDERS that the Applicants shall remain in possession and 

control of their current and future assets, undertakings and properties of every nature 

and kind whatsoever, and wherever situate including all proceeds thereof (the 

"Property"). Subject to further Order of this Court, the Applicants shall continue to 

carry on business in a manner consistent with the preservation of its business (the 

"Business") and Property. The Applicants are authorized and empowered to continue 

to retain and employ the employees, consultants, agents, experts, accountants, counsel 

and such other persons (collectively, "Assistants") currently retained or employed by 

them, with liberty to retain such further Assistants as they deem reasonably necessary 

or desirable in the ordinary course of business or for the carrying out of the terms of this 

Order. 

5. THIS COURT ORDERS that the Applicants shall be entitled to continue to 

utilize the central cash management system currently in place as described in the Koven 
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Affidavit or replace it with another substantially similar central cash management 

system (the "Cash Management System") and that any present or future bank 

providing the Cash Management System shall not be under any obligation whatsoever 

to inquire into the propriety, validity or legality of any transfer, payment, collection or 

other action taken under the Cash Management System, or as to the use or application 

by the Applicants of funds transferred, paid, collected or otherwise dealt with in the 

Cash Management System, shall be entitled to provide the Cash Management System 

without any liability in respect thereof to any Person (as hereinafter defined) other than 

the Applicants, pursuant to the terms of the documentation applicable to the Cash 

Management System, and shall be, in its capacity as provider of the Cash Management 

System, an unaffected creditor under the Plan with regard to any claims or expenses it 

may suffer or incur in connection with the provision of the Cash Management System. 

6. THIS COURT ORDERS that, subject to the terms of the Definitive Documents, 

the Applicants shall be entitled but not required to pay the following expenses whether 

incurred prior to or after this Order: 

(a) all outstanding and future wages, salaries, employee and pension benefits, 

vacation pay and expenses payable on or after the date of this Order, in each 

case incurred in the ordinary course of business and consistent with existing 

compensation policies and arrangements; and 

(b) the fees and disbursements of any Assistants retained or employed by the 

Applicant in respect of these proceedings, at their standard rates and charges. 
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7. THIS COURT ORDERS that, except as otherwise provided to the contrary 

herein, the Applicants shall be entitled but not required to pay all reasonable expenses 

incurred by the Applicants in carrying on the Business in the ordinary course after this 

Order, and in carrying out the provisions of this Order, which expenses shall include, 

without limitation: 

(a) all expenses and capital expenditures reasonably necessary for the 

preservation of the Property or the Business including, without limitation, 

payments on account of insurance (including directors and officers 

insurance), maintenance and security services; and 

(b) payment for goods or services actually supplied to the Applicants following 

the date of this Order, 

provided that, to the extent such expenses were incurred prior to the date of this Order, 

the Applicants shall only be entitled to pay such amounts if they are permitted under 

the Definitive Documents, determined by the Applicants, in consultation with the 

Monitor and the DIP Lender, to be necessary to the continued operation of the Business 

or preservation of the Property and such payments are approved in advance by the 

Monitor or by further Order of the Court. 

8. THIS COURT ORDERS that the Applicants shall remit, in accordance with legal 

requirements, or pay: 

(a) any statutory deemed trust amounts in favour of the Crown in right of 

Canada or of any Province thereof or any other taxation authority which are 

required to be deducted from employees' wages, including, without 

limitation, amounts in respect of (i) employment insurance, (ii) Canada 

Pension Plan, and (iii) income taxes; 

(b) all goods and services or other applicable sales taxes (collectively, "Sales 

Taxes") required to be remitted by the Applicants in connection with the sale 
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of goods and services by the Applicants, but only where such Sales Taxes are 

accrued or collected after the date of this Order, or where such Sales Taxes 

were accrued or collected prior to the date of this Order but not required to be 

remitted until on or after the date of this Order, and 

(c) any amount payable to the Crown in right of Canada or of any Province 

thereof or any political subdivision thereof or any other taxation authority in 

respect of municipal realty, municipal business or other taxes, assessments or 

levies of any nature or kind which are entitled at law to be paid in priority to 

claims of secured creditors and which are attributable to or in respect of the 

carrying on of the Business by the Applicants. 

9. THIS COURT ORDERS that until a real property lease is disclaimed in 

accordance with the CCAA, the Applicants shall pay all amounts constituting rent or 

payable as rent under real property leases (including, for greater certainty, common 

area maintenance charges, utilities and realty taxes and any other amounts payable to 

the landlord under the lease) or as otherwise may be negotiated between the Applicants 

and the landlord from time to time ("Rent"), for the period commencing from and 

including the date of this Order, twice-monthly in equal payments on the first and 

fifteenth day of each month, in advance (but not in arrears). On the date of the first of 

such payments, any Rent relating to the period commencing from and including the 

date of this Order shall also be paid. 

10. THIS COURT ORDERS that, except as specifically permitted herein, the 

Applicants are hereby directed, until further Order of this Court: (a) to make no 

payments of principal, interest thereon or otherwise on account of amounts owing by 

the Applicants to any of its creditors as of this date; (b) to grant no security interests, 

trust, liens, charges or encumbrances upon or in respect of any of its Property; and (c) to 

not grant credit or incur liabilities except in the ordinary course of the Business. 



- 6 -

RESTRUCTURING 

11. THIS COURT ORDERS that the Applicants shall, subject to such requirements 

as are imposed by the CCAA and such terms as may be contained in the Definitive 

Documents (as hereinafter defined), have the right to: 

(a) permanently or temporarily cease, downsize or shut down any of its business 

or operations, and to dispose of redundant or non-material assets not 

exceeding $500,000 in any one transaction or $2,000,000 in the aggregate; 

(b) terminate the employment of such of its employees or temporarily lay off 

such of its employees as it deems appropriate; and 

(c) pursue all avenues of refinancing of its Business or Property, in whole or part, 

subject to prior approval of this Court being obtained before any material 

refinancing, 

all of the foregoing to permit the Applicants to proceed with an orderly restructuring of 

the Business. 

12. THIS COURT ORDERS that the Applicants shall provide each of the relevant 

landlords with notice of the Applicants' intention to remove any fixtures from any 

leased premises at least seven (7) days prior to the date of the intended removal. The 

relevant landlord shall be entitled to have a representative present in the leased 

premises to observe such removal and, if the landlord disputes the Applicants' 

entitlement to remove any such fixture under the provisions of the lease, such fixture 

shall remain on the premises and shall be dealt with as agreed between any applicable 

secured creditors, such landlord and the Applicants, or by further Order of this Court 

upon application by the Applicants on at least two (2) days notice to such landlord and 

any such secured creditors. If the Applicants disclaim the lease governing such leased 

premises in accordance with Section 32 of the CCAA, it shall not be required to pay 

Rent under such lease pending resolution of any such dispute (other than Rent payable 
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for the notice period provided for in Section 32(5) of the CCAA), and the disclaimer of 

the lease shall be without prejudice to the Applicants' claim to the fixtures in dispute. 

13. THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to 

Section 32 of the CCAA, then (a) during the notice period prior to the effective time of 

the disclaimer, the landlord may show the affected leased premises to prospective 

tenants during normal business hours, on giving the Applicants and the Monitor 24 

hours' prior written notice, and (b) at the effective time of the disclaimer, the relevant 

landlord shall be entitled to take possession of any such leased premises without waiver 

of or prejudice to any claims or rights such landlord may have against the Applicants in 

respect of such lease or leased premises, provided that nothing herein shall relieve such 

landlord of its obligation to mitigate any damages claimed in connection therewith. 

NO PROCEEDINGS AGAINST THE APPLICANTS OR THE PROPERTY 

14. THIS COURT ORDERS that until and including September 7, 2018, or such 

later date as this Court may order (the "Stay Period"), no proceeding or enforcement 

process in any court or tribunal (each, a "Proceeding") shall be commenced or 

continued against or in respect of the Applicants or the Monitor, or affecting the 

Business or the Property, except with the written consent of the Applicants and the 

Monitor, or with leave of this Court, and any and all Proceedings currently under way 

against or in respect of the Applicants or affecting the Business or the Property are 

hereby stayed and suspended pending further Order of this Court. 

NO EXERCISE OF RIGHTS OR REMEDIES 

15. THIS COURT ORDERS that during the Stay Period, all rights and remedies of 

any individual, firm, corporation, governmental body or agency, or any other entities 

(all of the foregoing, collectively being "Persons" and each being a "Person") against or 

in respect of the Applicants or the Monitor, or affecting the Business or the Property, are 

hereby stayed and suspended except with the written consent of the Applicants and the 

Monitor, or leave of this Court, provided that nothing in this Order shall (a) empower 
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the Applicants to carry on any business which the Applicants is not lawfully entitled to 

carry on, (b) affect such investigations, actions, suits or proceedings by a regulatory 

body as are permitted by Section 11.1 of the CCAA, (c) prevent the filing of any 

registration to preserve or perfect a security interest, or (d) prevent the registration of a 

claim for lien. 

NO INTERFERENCE WITH RIGHTS 

16. THIS COURT ORDERS that during the Stay Period, no Person shall 

discontinue, fail to honour, alter, interfere with, repudiate, terminate or cease to 

perform any right, renewal right, contract, agreement, licence or permit in favour of or 

held by the Applicants, except with the written consent of the Applicants and the 

Monitor, or leave of this Court. 

CONTINUATION OF SERVICES 

17. THIS COURT ORDERS that during the Stay Period, all Persons having oral or 

written agreements with the Applicants or statutory or regulatory mandates for the 

supply of goods and/ or services, including without limitation all computer software, 

communication and other data services, centralized banking services, payroll services, 

insurance, transportation services, utility or other services to the Business or the 

Applicants, are hereby restrained until further Order of this Court from discontinuing, 

altering, interfering with or terminating the supply of such goods or services as may be 

required by the Applicants, and that the Applicants shall be entitled to the continued 

use of its current premises, telephone numbers, facsimile numbers, internet addresses 

and domain names, provided in each case that the normal prices or charges for all such 

goods or services received after the date of this Order are paid by the Applicants in 

accordance with normal payment practices of the Applicants or such other practices as 

may be agreed upon by the supplier or service provider and each of the Applicants and 

the Monitor, or as may be ordered by this Court. 
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NON-DEROGATION OF RIGHTS 

18. THIS COURT ORDERS that, notwithstanding anything else in this Order, no 

Person shall be prohibited from requiring immediate payment for goods, services, use 

of lease or licensed property or other valuable consideration provided on or after the 

date of this Order, nor shall any Person be under any obligation on or after the date of 

this Order to advance or re-advance any monies or otherwise extend any credit to the 

Applicants. Nothing in this Order shall derogate from the rights conferred and 

obligations imposed by the CCAA. 

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS 

19. THIS COURT ORDERS that during the Stay Period, and except as permitted by 

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued 

against any of the former, current or future directors or officers of the Applicants with 

respect to any claim against the directors or officers that arose before the date hereof 

and that relates to any obligations of the Applicants whereby the directors or officers 

are alleged under any law to be liable in their capacity as directors or officers for the 

payment or performance of such obligations, until a compromise or arrangement in 

respect of the Applicants, if one is filed, is sanctioned by this Court or is refused by the 

creditors of the Applicants or this Court. 

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE 

20. THIS COURT ORDERS that the Applicants shall indemnify its directors and 

officers against obligations and liabilities that they may incur as directors or officers of 

the Applicants after the commencement of the within proceedings, except to the extent 

that, with respect to any officer or director, the obligation or liability was incurred as a 

result of the director's or officer's gross negligence or wilful misconduct. 

21. THIS COURT ORDERS that the directors and officers of the Applicants shall be 

entitled to the benefit of and are hereby granted a charge (the "D&O Charge") on the 
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Property, which charge shall not exceed an aggregate amount of $1 million, as security 

for the indemnity provided in paragraph 20 of this Order. The D&O Charge shall have 

the priority set out in paragraphs 48 and 50 herein. 

22. THIS COURT ORDERS that, notwithstanding any language in any applicable 

insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or 

claim the benefit of the D&O Charge, and (b) the Applicants' directors and officers shall 

only be entitled to the benefit of the D&O Charge to the extent that they do not have 

coverage under any directors' and officers' insurance policy, or to the extent that such 

coverage is insufficient to pay amounts indemnified in accordance with paragraph 20 of 

this Order. 

APPOINTMENT OF MONITOR 

23. THIS COURT ORDERS that Richter is hereby appointed pursuant to the CCAA 

as the Monitor, an officer of this Court, to monitor the business and financial affairs of 

the Applicants with the powers and obligations set out in the CCAA or set forth herein 

and that the Applicants and its shareholders, officers, directors, and Assistants shall 

advise the Monitor of all material steps taken by the Applicants pursuant to this Order, 

and shall co-operate fully with the Monitor in the exercise of its powers and discharge 

of its obligations and provide the Monitor with the assistance that is necessary to enable 

the Monitor to adequately carry out the Monitor's functions. 

24. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights 

and obligations under the CCAA, is hereby directed and empowered to: 

(a) monitor the Applicants' receipts and disbursements; 

(b) report to this Court at such times and intervals as the Monitor may deem 

appropriate with respect to matters relating to the Property, the Business, and 

such other matters as may be relevant to the proceedings herein; 
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(c) assist the Applicants, to the extent required by the Applicants, in their 

dissemination, to the DIP Lender and its counsel of financial and other 

information as agreed to between the Applicants and the DIP Lender which 

may be used in these proceedings including reporting on a basis to be agreed 

with the DIP Lender; 

(d) advise the Applicants in their preparation of the Applicants' cash flow 

statements and reporting required by the DIP Lender, which information 

shall be reviewed with the Monitor and delivered to the DIP Lender and its 

counsel on a periodic basis, but not less than as contemplated by the 

Definitive Documents or as otherwise agreed to by the DIP Lender; 

(e) advise the Applicants in its development of the Plan and any amendments to 

the Plan; 

(f) assist the Applicants, to the extent required by the Applicants, with the 

holding and administering of creditors' or shareholders' meetings for voting 

on the Plan; 

(g) have full and complete access to the Property, including the premises, books, 

records, data, including data in electronic form, and other financial 

documents of the Applicants, to the extent that is necessary to adequately 

assess the Applicants' business and financial affairs or to perform its duties 

arising under this Order; 

(h) be at liberty to engage independent legal counsel or such other persons as the 

Monitor deems necessary or advisable respecting the exercise of its powers 

and performance of its obligations under this Order; and 

(i) perform such other duties as are required by this Order or by this Court from 

time to time. 
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25. THIS COURT ORDERS that the Monitor shall not take possession of the 

Property and shall take no part whatsoever in the management or supervision of the 

management of the Business and shall not, by fulfilling its obligations hereunder, be 

deemed to have taken or maintained possession or control of the Business or Property, 

or any part thereof. 

26. THIS COURT ORDERS that nothing herein contained shall require the Monitor 

to occupy or to take control, care, charge, possession or management (separately and/ or 

collectively, "Possession") of any of the Property that might be environmentally 

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a 

spill, discharge, release or deposit of a substance contrary to any federal, provincial or 

other law respecting the protection, conservation, enhancement, remediation or 

rehabilitation of the environment or relating to the disposal of waste or other 

contamination including, without limitation, the Canadian Environmental Protection Act, 

the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the Ontario 

Occupational Health and Safety Act and regulations thereunder (the "Environmental 

Legislation"), provided however that nothing herein shall exempt the Monitor from 

any duty to report or make disclosure imposed by applicable Environmental 

Legislation. The Monitor shall not, as a result of this Order or anything done in 

pursuance of the Monitor's duties and powers under this Order, be deemed to be in 

Possession of any of the Property within the meaning of any Environmental Legislation, 

unless it is actually in possession. 

27. THIS COURT ORDERS that that the Monitor shall provide any creditor of the 

Applicants and the DIP Lender with information provided by the Applicants in 

response to reasonable requests for information made in writing by such creditor 

addressed to the Monitor. The Monitor shall not have any responsibility or liability 

with respect to the information disseminated by it pursuant to this paragraph. In the 

case of information that the Monitor has been advised by the Applicants is confidential, 

the Monitor shall not provide such information to creditors unless otherwise directed 

by this Court or on such terms as the Monitor and the Applicants may agree. 
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28. THIS COURT ORDERS that, in addition to the rights and protections afforded 

the Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no 

liability or obligation as a result of its appointment or the carrying out of the provisions 

of this Order, save and except for any gross negligence or wilful misconduct on its part. 

Nothing in this Order shall derogate from the protections afforded the Monitor by the 

CCAA or any applicable legislation. 

29. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to 

the Applicants shall be paid their reasonable fees and disbursements incurred in respect 

of services rendered to the Applicants, in each case at their standard rates and charges, 

by the Applicants as part of the costs of these proceedings. The Applicants are hereby 

authorized and directed to pay the accounts of the Monitor, counsel for the Monitor and 

counsel for the Applicants on a weekly basis and, in addition, the Applicants are hereby 

authorized and directed to pay to the Monitor, counsel to the Monitor, and counsel to 

the Applicants, retainers in the amounts of $100,000, $100,000 and $250,000, 

respectively, to be held by them as security for payment of their respective fees and 

disbursements outstanding from time to time. 

30. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their 

accounts from time to time, and for this purpose the accounts of the Monitor and its 

legal counsel are hereby referred to a judge of the Commercial List of the Ontario 

Superior Court of Justice. 

APPROVAL OF ENGAGEMENT OF A&M 

31. THIS COURT ORDERS that the agreement dated as of July 9, 2018 (the "A&M 

Engagement Letter") pursuant to which the Applicants have engaged the services of 

Alvarez & Marsal Canada Inc. and Alvarez & Marsal Healthcare Industry Group, LLC to act 

as the financial advisor (in such capacity, the "Financial Advisor") to the Applicants, is 

hereby approved nunc pro tune, including, without limitation, the payment of fees and 

expenses contemplated thereby, and the Applicants are authorized to continue the 
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engagement of the Financial Advisor on the terms set out in the A&M Engagement 

Letter. 

32. THIS COURT ORDERS that the Financial Advisor shall be entitled to the 

benefit of the Administration Charge (as defined below) in respect of any obligations of 

the Applicants under the A&M Engagement Letter, whether for payment of 

compensation, fees, expenses, indemnities or otherwise. 

33. THIS COURT ORDERS that all claims of the Financial Advisor pursuant to the 

Engagement Letter are not claims that may be compromised pursuant to any Plan, or 

proposal under the Bankruptcy and Insolvency Act (the "BIA") or any other restructuring, 

and no such Plan, proposal or restructuring shall be approved that does not provide for 

the payment of all amounts due to the Financial Advisor pursuant to the terms of the 

Engagement Letter. 

34. THIS COURT ORDERS that the Financial Advisor, its affiliates, partners, 

directors, employees, agents and controlling persons shall have no liability with respect 

to any and all losses, claims, damages or liabilities, of any nature or kind, to any person 

in connection with or as a result of either its engagement by the Applicants as Financial 

Advisor or any matter referred to in the Engagement Letter except to the extent such 

losses, claims, damages or liabilities result from the gross negligence or wilful 

misconduct of the Financial Advisor in performing its obligations under the 

Engagement Letter. 

APPROVAL OF ENGAGEMENT OF MOELIS 

35. THIS COURT ORDERS that the agreement dated as of July 18, 2018 (the 

"Moelis Engagement Letter") pursuant to which the Applicants have engaged the 

services of Moelis & Company LLC ("Moelis") to act as the investment banker (in such 

capacity, the "Investment Banker") to the Applicants, is hereby approved nunc pro tune, 

including, without limitation, the payment of fees and expenses contemplated thereby, 
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and the Applicants are authorized to continue the engagement of the Investment 

Banker on the terms set out in the Moelis Engagement Letter. 

36. THIS COURT ORDERS that the Investment Banker shall be entitled to the 

benefit of a charge in respect of any obligation of the Applicants to pay a Transaction, 

Restructuring and/or Refinancing Fee (as those terms are defined in the Moelis 

Engagement Letter) (the "Transactional Fee Charge"). The Transactional Fee Charge 

shall have the priority set out in paragraphs 48 and 50 hereof. 

37. THIS COURT ORDERS that all claims of the Investment Banker pursuant to the 

Engagement Letter are not claims that may be compromised pursuant to any Plan, or 

proposal under the BIA or any other restructuring, and no such Plan, proposal or 

restructuring shall be approved that does not provide for the payment of all amounts 

due to the Financial Advisor pursuant to the terms of the Investment Banker 

Engagement Letter. 

38. THIS COURT ORDERS that the Investment Banker, its affiliates, partners, 

directors, employees, agents and controlling persons shall have no liability with respect 

to any and all losses, claims, damages or liabilities, of any nature or kind, to any person 

in connection with or as a result of either its engagement by the Applicants as Financial 

Advisor or any matter referred to in the Engagement Letter except to the extent such 

losses, claims, damages or liabilities result from the gross negligence or wilful 

misconduct of the Financial Advisor in performing its obligations under the 

Engagement Letter. 

ADMINISTRATION CHARGE 

39. THIS COURT ORDERS that the Monitor, counsel to the Monitor, the Financial 

Advisor, the Investment Banker and the Applicants' counsel shall be entitled to the 

benefit of and are hereby granted a charge (the "Administration Charge") on the 

Property, which charge shall not exceed an aggregate amount of $1 million, as security 

for their professional fees and disbursements incurred at the standard rates and charges 
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of the Monitor, the Monitor's counsel, the Financial Advisor, and the Applicants' 

counsel, and for 50% of the Monthly Fee (as that term is defined in the Moelis 

Engagement Letter) of the Investment Banker, both before and after the making of this 

Order in respect of these proceedings. The Administration Charge shall have the 

priority set out in paragraphs 48 and 50 hereof. 

40. THIS COURT ORDERS that the Applicants are authorized and directed to 

return to this Court to seek approval of an allocation of fees payable to the Financial 

Advisor and the Investment Banker based on the proceeds of any sales completed 

within these proceedings and the Chapter 11 proceedings of the related Aralez Entities, 

if necessary. 

DIP FINANCING 

41. THIS COURT ORDERS that the Applicants are hereby authorized and 

empowered to obtain and borrow under a credit facility from Deerfield Private Design 

Fund Ill, L.P. and Deerfield Partners, L.P. (the "DIP Lenders") in order to finance the 

Applicants' working capital requirements and other general corporate purposes and 

capital expenditures, provided that borrowings under such credit facility shall not 

exceed USD$10 million unless permitted by further Order of this Court. 

42. THIS COURT ORDERS THAT such credit facility shall be on the terms and 

subject to the conditions set forth in the agreement between the Applicants and the DIP 

Lender dated as of August 10, 2018 (the "DIP Agreement"), filed. 

43. THIS COURT ORDERS that the Applicants are hereby authorized and 

empowered to execute and deliver such credit agreements, mortgages, charges, 

hypothecs and security documents, guarantees and other definitive documents 

(collectively, the "Definitive Documents"), as are contemplated by the DIP Agreement 

or as may be reasonably required by the DIP Lender pursuant to the terms thereof, and 

the Applicants are hereby authorized and directed to pay and perform all of its 

indebtedness, interest, fees, liabilities and obligations to the DIP Lender under and 
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pursuant to the DIP Agreement and the Definitive Documents as and when the same 

become due and are to be performed, notwithstanding any other provision of this 

Order. 

44. THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of 

and is hereby granted a charge (the "DIP Lender's Charge") on the Property, which 

DIP Lender's Charge shall not secure an obligation that exists before this Order is made. 

The DIP Lender's Charge shall have the priority set out in paragraphs 48 and 50 hereof. 

45. THIS COURT ORDERS that, notwithstanding any other provision of this 

Order: 

(a) the DIP Lender may take such steps from time to time as it may deem 

necessary or appropriate to file, register, record or perfect the DIP Lender's 

Charge or any of the Definitive Documents; 

(b) upon the occurrence of an event of default under the Definitive Documents or 

the DIP Lender's Charge, the DIP Lender, upon five days' written notice to 

the Applicants and the Monitor, may exercise any and all of its rights and 

remedies against the Applicants or the Property under or pursuant to the DIP 

Agreement, Definitive Documents and the DIP Lender's Charge, including 

without limitation, to cease making advances to the Applicants and set off 

and/ or consolidate any amounts owing by the DIP Lender to the Applicants 

against the obligations of the Applicants to the DIP Lender under the DIP 

Agreement, the Definitive Documents or the DIP Lender's Charge, to make 

demand, accelerate payment and give other notices, or to apply to this Court 

for the appointment of a receiver, receiver and manager or interim receiver, 

or for a bankruptcy order against the Applicants and for the appointment of a 

trustee in bankruptcy of the Applicants; and 
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(c) the foregoing rights and remedies of the DIP Lender shall be enforceable 

against any trustee in bankruptcy, interim receiver, receiver or receiver and 

manager of the Applicants or the Property. 

46. THIS COURT ORDERS AND DECLARES that the DIP Lender shall be treated 

as unaffected in any plan of arrangement or compromise filed by the Applicants under 

the CCAA, or any proposal filed by the Applicants under the BIA, with respect to any 

advances made under the Definitive Documents. 

47. THIS COURT ORDERS that all claims of the DIP Lender pursuant to the 

Definitive Documents are not claims that may be compromised pursuant to any Plan, or 

proposal under the BIA or any other restructuring, and no such Plan, proposal or 

restructuring shall be approved that does not provide for the payment of all amounts 

due to the DIP Lender pursuant to the Definitive Documents. 

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER 

48. THIS COURT ORDERS that the priorities of the Administration Charge, the 

DIP Lender's Charge, the D&O Charge and the Transactional Fee Charge, as among 

them, shall be as follows: 

First Administration Charge (to the maximum amount of $1 million); 

Second DIP Lender's Charge; 

Third - D&O Charge (to the maximum amount of $1 million); and 

Fourth - the Transactional Fee Charge. 

49. THIS COURT ORDERS that the filing, registration or perfection of the 

Administration Charge, the DIP Lender's Charge, the D&O Charge and the 

Transactional Fee Charge (collectively, the "Charges") shall not be required, and that 

the Charges shall be valid and enforceable for all purposes, including as against any 

right, title or interest filed, registered, recorded or perfected subsequent to the Charges 
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coming into existence, notwithstanding any such failure to file, register, record or 

perfect. 

50. THIS COURT ORDERS that each of the Charges shall constitute a charge on the 

Property and such Charges shall rank in priority to all other security interests, trusts, 

liens, charges and encumbrances, claims of secured creditors, statutory or otherwise 

(collectively, "Encumbrances") in favour of any Person. 

51. THIS COURT ORDERS that except as otherwise expressly provided for herein, 

or as may be approved by this Court, the Applicants shall not grant any Encumbrances 

over any Property that rank in priority to, or pari passu with, any of the Charges, unless 

the Applicants also obtain the prior written consent of the Monitor, the DIP Lender and 

the beneficiaries of the Charges, or further Order of this Court. 

52. THIS COURT ORDERS that the Charges, the DIP Agreement, and the 

Definitive Documents shall not be rendered invalid or unenforceable and the rights and 

remedies of the chargees entitled to the benefit of the Charges (collectively, the 

"Chargees") thereunder shall not otherwise be limited or impaired in any way by (a) 

the pendency of these proceedings and the declarations of insolvency made herein; (b) 

any application(s) for bankruptcy order(s) issued pursuant to the BIA, or any 

bankruptcy order made pursuant to such applications; (c) the filing of any assignments 

for the general benefit of creditors made pursuant to the BIA; (d) the provisions of any 

federal or provincial statutes; or (e) any negative covenants, prohibitions or other 

similar provisions with respect to borrowings, incurring debt or the creation of 

Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease 

or other agreement (collectively, an "Agreement") which binds the Applicants, and 

notwithstanding any provision to the contrary in any Agreement: 

(a) neither the creation of the Charges nor the execution, delivery, perfection, 

registration or performance of the DIP Agreement or the Definitive 
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Documents shall create or be deemed to constitute a breach by the Applicants 

of any Agreement to which it is a party; 

(b) none of the Chargees shall have any liability to any Person whatsoever as a 

result of any breach of any Agreement caused by or resulting from the 

Applicants entering into the DIP Agreement, the creation of the Charges, or 

the execution, delivery or performance of the Definitive Documents; and 

(c) the payments made by the Applicants pursuant to this Order, the DIP 

Agreement or the Definitive Documents, and the granting of the Charges, do 

not and will not constitute preferences, fraudulent conveyances, transfers at 

undervalue, oppressive conduct, or other challengeable or voidable 

transactions under any applicable law. 

53. THIS COURT ORDERS that any Charge created by this Order over leases of 

real property in Canada shall only be a Charge in the Applicants' interest in such real 

property leases. 

SERVICE AND NOTICE 

54. THIS COURT ORDERS that the Monitor shall (a) without delay, publish in the 

Globe and Mail (National Edition) a notice containing the information prescribed under 

the CCAA, (b) within five days after the date of this Order, (i) make this Order publicly 

available in the manner prescribed under the CCAA, (ii) send, in the prescribed 

manner, a notice to every known creditor who has a claim against the Applicants of 

more than $1000, and (iii) prepare a list showing the names and addresses of those 

creditors and the estimated amounts of those claims, and make it publicly available in 

the prescribed manner, all in accordance with Section 23(1)(a) of the CCAA and the 

regulations made thereunder. 

55. THIS COURT ORDERS that the E-Service Guide of the Commercial List (the 

"Protocol") is approved and adopted by reference herein and, in this proceeding, the 
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service of documents made in accordance with the Protocol (which can be found on the 

Commercial List website at http://www.ontariocourts.ca/scj/practice/practice­

directions I tor onto I eservice-commercial/ shall be valid and effective service. Subject to 

Rule 17.05 this Order shall constitute an order for substituted service pursuant to Rule 

16.04 of the Rules of Civil Procedure. Subject to Rule 3.0l(d) of the Rules of Civil 

Procedure and paragraph 21 of the Protocol, service of documents in accordance with 

the Protocol will be effective on transmission. This Court further orders that a Case 

Website shall be established in accordance with the Protocol with the following URL: 

http://insolvency.richter.ca/A/Aralez-Pharmaceuticals. 

56. THIS COURT ORDERS that if the service or distribution of documents in 

accordance with the Protocol is not practicable, the Applicants and the Monitor are at 

liberty to serve or distribute this Order, any other materials and orders in these 

proceedings, any notices or other correspondence, by forwarding true copies thereof by 

prepaid ordinary mail, courier, personal delivery or facsimile transmission to the 

Applicants' creditors or other interested parties at their respective addresses as last 

shown on the records of the Applicants and that any such service or distribution by 

courier, personal delivery or facsimile transmission shall be deemed to be received on 

the next business day following the date of forwarding thereof, or if sent by ordinary 

mail, on the third business day after mailing. 

COMEBACK MOTION 

57. THIS COURT ORDERS that the Applicants are authorized to serve their 

motion materials with respect to one or more motions at which the Applicants intend 

to seek, inter alia, approval of a cross-border protocol, an extension of the Stay Period 

and approval of a key employee retention plan (the "Comeback Motion") by 

forwarding a copy of this Order and any additional materials to be filed with respect 

to the Comeback Motion by electronic transmission, where available, or by courier to 

the parties likely to be affected by the relief to be sought at such parties' respective 

addresses as last shown on the records of the Applicants as soon as practicable. 
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GENERAL 

58. THIS COURT ORDERS that the Applicants or the Monitor may from time to 

time apply to this Court for advice and directions in the discharge of its powers and 

duties hereunder. 

59. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor 

from acting as an interim receiver, a receiver, a receiver and manager, or a trustee in 

bankruptcy of the Applicants, the Business or the Property. 

60. THIS COURT HEREBY REQUESTS the aid and recognition of any court, 

tribunal, regulatory or administrative body having jurisdiction in Canada or in the 

United States, to give effect to this Order and to assist the Applicants, the Monitor and 

their respective agents in carrying out the terms of this Order. All courts, tribunals, 

regulatory and administrative bodies are hereby respectfully requested to make such 

orders and to provide such assistance to the Applicants and to the Monitor, as an officer 

of this Court, as may be necessary or desirable to give effect to this Order, to grant 

representative status to the Monitor in any foreign proceeding, or to assist the 

Applicants and the Monitor and their respective agents in carrying out the terms of this 

Order. 

61. THIS COURT ORDERS that each of the Applicants and the Monitor be at 

liberty and is hereby authorized and empowered to apply to any court, tribunal, 

regulatory or administrative body, wherever located, for the recognition of this Order 

and for assistance in carrying out the terms of this Order, and that the Monitor is 

authorized and empowered to act as a representative in respect of the within 

proceedings for the purpose of having these proceedings recognized in a jurisdiction 

outside Canada. 

62. THIS COURT ORDERS that any interested party (including the Applicants and 

the Monitor) may apply to this Court to vary or amend this Order on not less than 
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seven (7) days' notice to any other party or parties likely to be affected by the order 

sought or upon such other notice, if any, as this Court may order. 

63. THIS COURT ORDERS that this Order and all of its provisions are effective as 

of 12:01 a.m. Eastern Standard/Daylight Time on the date of this Order. 
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THE HONOURABLE --MR. ) 

) 

) 

WEEKDAYFRIDAY, THE#lOTH 

JUSTICE --DUNPHY DAY OF MONTHAUGUST, ;;w¥R2018 

IN THE MA TIER OF THE COMPANIES!~ CREDITO RS ARRANGEMENT ACT, 
R.S.C 1985, c. C-36, AS AMENDED 

AND IN THE MA TIER OF A PLAN OF COMPROMISE OR ARRANGEMENT ..(}12 

OF ARALEZ PHARMACEUTICALS INC AND 
ARALEZ PHARMACEUTICALS CANADA INC 

INITIAL ORDER 

Applicants 

THIS APPLICATION, made by the ApplicantAralez Pharmaceuticals Inc. and 

Aralez Pharmaceuticals Canada Inc. (together the "Applicants"), pursuant to the 

Companies' Creditors Arrangement Act, R.S.C 1985, c. C-36, as amended (the .u.:cCAA.!!.:) 

was heard this day at 330 University A venue, Toronto, Ontario. 

ON READING the affidavit of [NAME]Andrew Koven sworn [DATEjAugust 9, 

2018 and the Exhibits thereto::- (the "Koven Affidavit"), the pre-filing report of Richter 

Advisory Group Inc. ("Richter"), in its capacity as proposed monitor (the "Monitor") to 

the Applicants, dated August 10, 2018, and on being advised that the secured creditors 

who are likely to be affected by the charges created herein were given notice, and on 

hearing the submissions of counsel ffi'F++"l-A-Af!T':i"rf-fMT-&l'H:H±!ffie&FH~rBf'-~Pi.-i¥H"i+ -i±Htte-1~ 

DOCSTOR: 284768:0\3 



counsel to the proposed Monitor and counsel to the DIP Lender (as that term is defined 

herein) and pre-filing secured lender ("Deerfield"), and on reading the consent of 

tt¥J~'l-t-t-'id'f'<-a~~t:e:i·~~~ to act as the Monitor, 

SERVICE 

1. THIS COURT ORDERS that the time for service of the Notice of Application and 

the Application Record is hereby abridged and validated± so that this Application is 

properly returnable today and hereby dispenses with further service thereof. 

APPLICATION 

2. THIS COURT ORDERS AND DECIARES that the 

companyApplicants are companies to which the CCAA applies. 

PIAN OF ARRANGEMENT 

3. THIS COURT ORDERS that the ApplicantApplicants shall have the authority to 

file and may, subject to further order of this Court, file with this Court a plan of 

compromise or arrangement (hereinafter referred to as the ,!!:Plan:.::). 

POSSESSION OF PROPERTY AND OPERA TIO NS 

4. THIS COURT ORDERS that the ;\pphcantApplicants shall remain in possession 

and control of i4stheir current and future assets, undertakings and properties of every 

nature and kind whatsoever, and wherever situate including all proceeds thereof (the 

:.::Property.'.:.'~). Subject to further Order of this Court, the ApplicantApplicants shall 

continue to carry on business in a manner consistent with the preservation of its business 

(the .:.:.:Business!.::) and Property. The l\pplicant isApplicants are authorized and 

eircitmJ!ance::. 



empowered to continue to retain and employ the employees, consultants, agents, 

experts, accountants, counsel and such other persons (collectively......'.!.~Assistants.'..'.'J 

currently retained or employed by itthern, with liberty to retain such further Assistants 

as it deemsthey deem reasonably necessary or desirable in the ordinary course of 

business or for the carrying out of the terms of this Order. 

5. fTHIS COURT ORDERS that the ApplicantApplicants shall be entitled to 

continue to utilize the central cash management system;' currently in place as described 

in the Koven Affidavit replace it with another substantially 

similar central cash management system (the '-'-'~Cash Management System!!.:,) and that 

any present or future bank providing the Cash Management System shall not be under 

any obligation whatsoever to inquire into the propriety, validity or legality of any 

transfer, payment, collection or other action taken under the Cash Management System, 

or as to the use or application by the ApplicantApplicants of funds transferred, paid, 

collected or otherwise dealt with in the Cash Management System, shall be entitled to 

provide the Cash Management System without any liability in respect thereof to any 

Person (as hereinafter defined) other than the ApplicantApplicants, pursuant to the terms 

of the documentation applicable to the Cash Management System, and shall be, in its 

capacity as provider of the Cash Management System, an unaffected creditor under the 

Plan with regard to any claims or expenses it may suffer or incur in connection with the 

provision of the Cash Management System.j 

6. THIS COURT ORDERS that the Applicant. subject to the terms of the Definitive 

Documents, the Applicants shall be entitled but not required to pay the following 

expenses whether incurred prior to or after this Order: 



(a) all outstanding and future wages, salaries, employee and pension benefits, 

vacation pay and expenses payable on or after the date of this Order, in each 

case incurred in the ordinary course of business and consistent with existing 

compensation policies and arrangements; and 

(b) the fees and disbursements of any Assistants retained or employed by the 

Applicant in respect of these proceedings, at their standard rates and charges. 

7. THIS COURT ORDERS that, except as otherwise provided to the contrary 

herein, the ,\pplicantApplicants shall be entitled but not required to pay all reasonable 

expenses incurred by the ApplicantApplicants in carrying on the Business in the ordinary 

course after this Order, and in carrying out the provisions of this Order, which expenses 

shall include, without limitation: 

(a) all expenses and capital expenditures reasonably necessary for the 

preservation of the Property or the Business including, without limitation, 

payments on account of insurance (including directors and officers insurance), 

maintenance and security services; and 

(b) payment for goods or services actually supplied to the ApplicantApplicants 

following the date of this Order"' 

provided that to the extent such expenses were incurred prior to the date of this Order, 

the Applicants shall only be entitled to pay such amounts if they are permitted under the 

Definitive Documents, determined by the Applicants, in consultation with the Monitor 

and the DIP Lender, to be necessary to the continued operation of the Business or 

preservation of the Property and such payments are approved in advance by the 

Monitor or bv further Order of the Court. 



8. THIS COURT ORDERS that the ApplicantApphcants shall remit, in accordance 

with legal requirements, or pay: 

(a) any statutory deemed trust amounts in favour of the Crown in right of Canada 

or of any Province thereof or any other taxation authority which are required 

to be deducted from employees' wages, including, without limitation, 

amounts in respect of (i) employment insurance, (ii) Canada Pension Plan, fH-it 

Quebec Pension Plan, and (iv-iii) income taxes; 

(b) all goods and services or other applicable sales taxes (collectively, .'..'.:Sales 

Taxes.'..'.J required to be remitted by the ApplicantApplicants in connection 

with the sale of goods and services by the ApplicantApplicants, but only where 

such Sales Taxes are accrued or collected after the date of this Order, or where 

such Sales Taxes were accrued or collected prior to the date of this Order but 

not required to be remitted until on or after the date of this Order, and 

(c) any amount payable to the Crown in right of Canada or of any Province 

thereof or any political subdivision thereof or any other taxation authority in 

respect of municipal realty, municipal business or other taxes, assessments or 

levies of any nature or kind which are entitled at law to be paid in priority to 

claims of secured creditors and which are attributable to or in respect of the 

carrying on of the Business by the .'\pplicantApplicants. 

9. THIS COURT ORDERS that until a real property lease is disclaimed fm> 

in accordance with the CCAA, the ApplicantApplicants shall pay all amounts 

constituting rent or payable as rent under real property leases (including, for greater 

certainty, common area maintenance charges, utilities and realty taxes and any other 

amounts payable to the landlord under the lease) or as otherwise may be negotiated 

between the ApplicantApplicants and the landlord from time to time (!.!.:Rent!!.:), for the 



period commencing from and including the date of this Order, twice-monthly in equal 

payments on the first and fifteenth day of each month, in advance (but not in arrears). 

On the date of the first of such payments, any Rent relating to the period commencing 

from and including the date of this Order shall also be paid. 

10. THIS COURT ORDERS that, except as specifically permitted herein, the 

Applicant isApplicants are hereby directed, until further Order of this Court: (a) to make 

no payments of principal, interest thereon or otherwise on account of amounts owing by 

the ApplicantApplicants to any of its creditors as of this date; (b) to grant no security 

interests, trust, liens, charges or encumbrances upon or in respect of any of its Property; 

and (c) to not grant credit or incur liabilities except in the ordinary course of the 

Business. 

RESTRUCTURING 

11. THIS COURT ORDERS that the 

requirements as are imposed by the CCAA and such eovenantsterms as may be contained 

in the Definitive Documents (as hereinafter defined), have the right to: 

(a) permanently or temporarily cease, downsize or shut down any of its business 

or operations, fand to dispose of redundant or non-material assets not 

exceeding $•500,000 in any one transaction or $•2,000,000 in the aggregatete;~ 

(b) tterminate the employment of such of its employees or temporarily lay off 

such of its employees as it deems appropriatet; and 

(c) pursue all avenues of refinancing of its Business or Property, in whole or part, 

subject to prior approval of this Court being obtained before any material 

refinancing, 



all of the foregoing to permit the ApplicantApplicants to proceed with an orderly 

restructuring of the Business (tho "Restructuring"). 

12. THIS COURT ORDERS that the ApplicantApplicants shall provide each of the 

relevant landlords with notice of the Applicant'sApplicants' intention to remove any 

fixtures from any leased premises at least seven (7) days prior to the date of the intended 

removal. The relevant landlord shall be entitled to have a representative present in the 

leased premises to observe such removal and, if the landlord disputes the 

Applicant' sApplicants' entitlement to remove any such fixture under the provisions of 

the lease, such fixture shall remain on the premises and shall be dealt with as agreed 

between any applicable secured creditors, such landlord and the ApplicantApplicants, or 

by further Order of this Court upon application by the ApplicantApplicants on at least 

two (2) days notice to such landlord and any such secured creditors. If the AB-B++E*Ht 

disclaims lar resmates]Applicants disclaim the lease governing such leased premises in 

accordance with Section 32 of the CCAA, it shall not be required to pay Rent under such 

lease pending resolution of any such dispute (other than Rent payable for the notice 

period provided for in Section 32(5) of the CCAA), and the disclaimer [or resilintianj of 

the lease shall be without prejudice to the Applieant'sApplicants' claim to the fixtures in 

dispute. 

13. THIS COURT ORDERS that if a notice of disclaimer delivered 

pursuant to Section 32 of the CCAA, then (a) during the notice period prior to the 

effective time of the disclaimer lor resiliationJ, the landlord may show the affected leased 

premises to prospective tenants during normal business hours, on giving the 

ApplicantApphcants and the Monitor 24 hours' prior written notice, and (b) at the 

effective time of the disclaimer lor resilintionl, the relevant landlord shall be entitled to 

take possession of any such leased premises without waiver of or prejudice to any claims 

or rights such landlord may have against the ApplicantApplicants in respect of such lease 

or leased premises, provided that nothing herein shall relieve such landlord of its 

obligation to mitigate any damages claimed in connection therewith. 



NO PROCEEDINGS AGAINST THE APPLICANTAPPLICANTS OR THE 

PROPERTY 

14. THIS COURT ORDERS that until and including 

DAYS],September 7, 2018, or such later date as this Court may order (the .::,stay 

Period.:'~, no proceeding or enforcement process in any court or tribunal (each, a 

.:,::Proceeding.'.'..,:] shall be commenced or continued against or in respect of the 

:\pplicantApplicants or the Monitor, or affecting the Business or the Property, except 

with the written consent of the ApplicantApplicants and the Monitor, or with leave of this 

Court, and any and all Proceedings currently under way against or in respect of the 

ApphcantApplicants or affecting the Business or the Property are hereby stayed and 

suspended pending further Order of this Court. 

NO EXERCISE OF RIGHTS OR REMEDIES 

15. THIS COURT ORDERS that during the Stay Period, all rights and remedies of 

any individual, firm, corporation, governmental body or agency, or any other entities 

(all of the foregoing, collectively being .'.'..:Persons.:: and each being a .'.'..:Person.::) against 

or in respect of the ApplicantApplicants or the Monitor, or affecting the Business or the 

Property, are hereby stayed and suspended except with the written consent of the 

ApplicantApplicants and the Monitor, or leave of this Court, provided that nothing in 

this Order shall (.f.g,) empower the ApplicuntApplicants to carry on any business which the 

+'rl"iBH£flf'IT""~~~~ is not lawfully entitled to carry on, (tt~) affect such investigations, 

actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the 

CCAA, (~) prevent the filing of any registration to preserve or perfect a security 

interest, or (wg) prevent the registration of a claim for lien. 

NO INTERFERENCE WITH RIGHTS 

16. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, 

fail to honour, alter, interfere with, repudiate, terminate or cease to perform any right, 

renewal right, contract, agreement, licence or permit in favour of or held by the 



App!icantApplicants, except with the written consent of the 1\pplicantApplicants and the 

Monitor, or leave of this Court. 

CONTINUATION OF SERVICES 

17. THIS COURT ORDERS that during the Stay Period, all Persons having oral or 

the supply of goods and/ or services, including without limitation all computer software, 

communication and other data services, centralized banking services, payroll services, 

insurance, transportation services, utility or other services to the Business or the 

ApplicantApplicants, are hereby restrained until further Order of this Court from 

discontinuing, altering, interfering with or terminating the supply of such goods or 

services as may be required by the Applicant Applicants, and that the ApplicantApplicants 

shall be entitled to the continued use of its current premises, telephone numbers, 

facsimile numbers, internet addresses and domain names, provided in each case that the 

normal prices or charges for all such goods or services received after the date of this 

Order are paid by the App!icantApplicants in accordance with normal payment practices 

of the ApplirnntApplicants or such other practices as may be agreed upon by the supplier 

or service provider and each of the ApplicantApplicants and the Monitor, or as may be 

ordered by this Court. 

NON-DEROGATION OF RIGHTS 

18. THIS COURT ORDERS that, notwithstanding anything else in this Order, no 

Person shall be prohibited from requiring immediate payment for goods, services, use of 

lease or licensed property or other valuable consideration provided on or after the date 

of this Order, nor shall any Person be under any obligation on or after the date of this 

Order to advance or re-advance any monies or otherwise extend any credit to the 



,\pplicantApplicants. Nothing in this Order shall derogate from the rights conferred and 

obligations imposed by the CCAA.4 

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS 

19. THIS COURT ORDERS that during the Stay Period, and except as permitted by 

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued 

against any of the former, current or future directors or officers of the 

ApplicantApi•licants with respect to any claim against the directors or officers that arose 

before the date hereof and that relates to any obligations of the A:pplicantApplicants 

whereby the directors or officers are alleged under any law to be liable in their capacity 

as directors or officers for the payment or performance of such obligations, until a 

compromise or arrangement in respect of the ApplicantApplicants, if one is filed, is 

sanctioned by this Court or is refused by the creditors of the ,\pplicantApplicants or this 

Court. 

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE 

20. THIS COURT ORDERS that the ApphcantApplicants shall indemnify its 

directors and officers against obligations and liabilities that they may incur as directors 

or officers of the after the commencement of the within 

proceedings/ except to the extent that, with respect to any officer or director, the 

obligation or liability was incurred as a result of the director's or officer's gross 

negligence or wilful misconduct. 

muHcL; thnl 3hould be nddny;:;ed ·v.ifh the Court 



21. THIS COURT ORDERS that the directors and officers of the ,\pplicantApplicants 

shall be entitled to the benefit of and are hereby granted a charge (the "Directors'"D&O 

Charge.!!.,:)" on the Property, which charge shall not exceed an aggregate amount of $•1 

million, as security for the indemnity provided in paragraph t2o+ of this Order. The 

Directorn'D&O Charge shall have the priority set out in paragraphs fJSHS and {44)t50 

herein. 

22. THIS COURT ORDERS that, notwithstanding any language in any applicable 

insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or 

claim the benefit of the Charge, and (b) the Applicant'sApplicants' 

directors and officers shall only be entitled to the benefit of the Directors'D&O Charge to 

the extent that they do not have coverage under any directors' and officers' insurance 

policy, or to the extent that such coverage is insufficient to pay amounts indemnified in 

accordance with paragraph t20t of this Order. 

APPOINTMENT OF MONITOR 

23. THIS COURT ORDERS that [MONITOR'S NAME]Richter is hereby appointed 

pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business 

and financial affairs of the ApplicantApplicants with the powers and obligations set out 

in the CCAA or set forth herein and that the ApplicantApplicants and its shareholders, 

officers, directors, and Assistants shall advise the Monitor of all material steps taken by 

the ApplicnntApplicants pursuant to this Order, and shall co-operate fully with the 

Monitor in the exercise of its powers and discharge of its obligations and provide the 

Monitor with the assistance that is necessary to enable the Monitor to adequately carry 

out the Monitor's functions. 

24. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and 

obligations under the CCAA, is hereby directed and empowered to: 



(a) monitor the Applicm1t'sApplicants' receipts and disbursements; 

(b) report to this Court at such times and intervals as the Monitor may deem 

appropriate with respect to matters relating to the Property, the Business, and 

such other matters as may be relevant to the proceedings herein; 

(c) assist the App!icantApplicants, to the extent required by the 

:\pplicantApplicants, in i:-tstheir dissemination, to the DIP Lender and its 

agreed to between the ApplicantApplicants and the DIP Lender which may be 

used in these proceedings including reporting on a basis to be agreed with the 

DIP Lender; 

(d) advise the ApplicantApplicants in i:-tstheir preparation of the 

Applioant'sApplicants' cash flow statements and reporting required by the DIP 

Lender, which information shall be reviewed with the Monitor and delivered 

to the DIP Lender and its counsel on a periodic basis, but not less than t-HH-¥:1:e 

lNTERVAL],as contemplated by the Definitive Documents or as otherwise 

agreed to by the DIP Lender; 

(e) advise the ApplicantApplicants in its development of the Plan and any 

amendments to the Plan; 

(f) assist the A:pplicantApplicants, to the extent required by the 

ApplicantApplicants, with the holding and administering of creditors' or 

shareholders' meetings for voting on the Plan; 

(g) have full and complete access to the Property, including the premises, books, 

records, data, including data in electronic form, and other financial documents 

of the ApplioantApplicants, to the extent that is necessary to adequately assess 



the Applicant'sApp1icants' business and financial affairs or to perform its 

duties arising under this Order; 

(h) be at liberty to engage independent legal counsel or such other persons as the 

Monitor deems necessary or advisable respecting the exercise of its powers 

and performance of its obligations under this Order; and 

(i) perform such other duties as are required by this Order or by this Court from 

time to time. 

25. THIS COURT ORDERS that the Monitor shall not take possession of the 

Property and shall take no part whatsoever in the management or supervision of the 

management of the Business and shall not, by fulfilling its obligations hereunder, be 

deemed to have taken or maintained possession or control of the Business or Property, 

or any part thereof. 

26. THIS COURT ORDERS that nothing herein contained shall require the Monitor 

to occupy or to take control, care, charge, possession or management (separately and/ or 

collectively, ...._:Possession.'.'.:) of any of the Property that might be environmentally 

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a 

spill, discharge, release or deposit of a substance contrary to any federal, provincial or 

other law respecting the protection, conservation, enhancement, remediation or 

rehabilitation of the environment or relating to the disposal of waste or other 

contamination including, without limitation, the Canadian Environmental Protection Act, 

the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the Ontario 

Occupational Health and Safety Act and regulations thereunder (the .'.'.:Environmental 

Legislation.'.'.:), provided however that nothing herein shall exempt the Monitor from 

any duty to report or make disclosure imposed by applicable Environmental Legislation. 

The Monitor shall not, as a result of this Order or anything done in pursuance of the 

Monitor's duties and powers under this Order, be deemed to be in Possession of any of 



the Property within the meaning of any Environmental Legislation, unless it is actually 

in possession. 

27. THIS COURT ORDERS that that the Monitor shall provide any creditor of the 

and the DIP Lender with information provided by the 

rtR+m-~1-t,,,f:b=~===== in response to reasonable requests for information made in writing 

by such creditor addressed to the Monitor. The Monitor shall not have any 

responsibility or liability with respect to the information disseminated by it pursuant to 

this paragraph. In the case of information that the Monitor has been advised by the 

+\fl13-1+68::1'l-f~,m;;~gJ1~ is confidential, the Monitor shall not provide such information to 

creditors unless otherwise directed by this Court or on such terms as the Monitor and 

the A:pplicantApplicants may agree. 

28. THIS COURT ORDERS that, in addition to the rights and protections afforded 

the Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no 

liability or obligation as a result of its appointment or the carrying out of the provisions 

of this Order, save and except for any gross negligence or wilful misconduct on its part. 

Nothing in this Order shall derogate from the protections afforded the Monitor by the 

CCAA or any applicable legislation. 

29. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to 

the ApplicantApplicants shall be paid their reasonable fees and disbursements incurred 

in respect of services rendered to the Applicants, in each case at their standard rates and 

charges, by the ApplicantApplicants as part of the costs of these proceedings. The 

Applicant isApplicants are hereby authorized and directed to pay the accounts of the 

Monitor, counsel for the Monitor and counsel for the ApplieantApplicants on a ++r+w-e 

basis and, in addition, the Applicant isApphcants are hereby 

authorized and directed to pay to the Monitor, counsel to the Monitor, and counsel to 

the retainers in the amount[s] of $•-f;-amounts of $100,000, $100,000 

and $250,000, respectively,f to be held by them as security for payment of their 

respective fees and disbursements outstanding from time to time,, 



30. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their 

accounts from time to time, and for this purpose the accounts of the Monitor and its legal 

counsel are hereby referred to a judge of the Commercial List of the Ontario Superior 

Court of Justice. 

APPROVAL OF ENGAGEMENT OF A&M 

31. THIS COURT ORDERS that the agreement dated as of Tuly 9, 2018 (the "A&M 

Engagement Letter") pursuant to which the A11plicants have engaged the services of 

Alvarez & Marsal Canada Inc. and Alvarez & Marsal Healthcare Industry Group. LLC to act 

as the financial advisor (in such capacity. the "Financial Advisor") to the Applicants. is 

hereby approved nunc pro tune. including, without limitation, the payment of fees and 

expenses contemplated thereby. and the Applicants are authorized to continue the 

engagement of the Financial Advisor on the terms set out in the A&M Engagement 

32. THIS COURT ORDERS that the Financial Advisor shall be entitled to the benefit 

of the Administration Charge (as defined below) in respect of any obligations of the 

Applicants under the A&M Engagement Letter, whether for payment of compensation. 

fees. expenses, indemnities or otherwise. 

33. THIS COURT ORDERS that all claims of the Financial Advisor pursuant to the 

Engagement Letter are not claims that may be compromised pursuant to any Plan, or 

proposal under the g)g11kruJ21tJfi7JlcjJ11sg/('1'!J1:y/\(:Uthe "BIA") or any other restructuring. 

and no such Plan. proposal or restructuring shall be approved that does not provide for 

the payment of all amounts due to the Financial Advisor pursuant to the terms of the 

Engagement Letter. 

34. THIS COURT ORDERS that the Financial Advisor, its affiliates, partners. 

directors, employees, agents and controlling persons shall have no liability with respect 

to any and all losses, claims, damages or liabilities. of any nature or kind. to any person 

in connection with or as a result of either its engagement by the Applicants as Financial 



Advisor or any matter referred to in the Engagement Letter except to the extent such 

losses, claims, damages or liabilities result from the gross negligence or wilful 

misconduct of the Financial Advisor in performing its obligations under the_ 

Engagement Letter. 

APPROVAL OF ENGAGEMENT OF MOELIS 

35. THIS COURT ORDERS that the agTeement dated as of July 18, 2018 (the 

"Moelis Engagement Letter") pursuant to which the Applicants have engaged the 

services of Moelis & Company LLC ("Moelis") to act as the investment banker (in such 

capacity, the "Investment Banker") to the Applicants, is hereby approved nunc pro tune. 

including, without limitation. the payment of fees and expenses contemplated thereby. 

and the Applicants are authorized to continue the engagement of the fnvestment Banker 

on the terms set out in the Moelis Engagement Letter. 

36. THIS COURT ORDERS that the Investment Banker shall be entitled to the 

benefit of a charge in respect of any obligation of the Applicants to pay a Transaction, 

Restructuring and /or Refinancing Fee (as those terms are defined in the Moehs 

Engagement Letter) (the "Transactional Fee Charge"). The Transactional Fee Charge 

shall have the priority set out in paragraphs 48 and 50 hereof. 

37. THIS COURT ORDERS that all claims of the Investment Banker pursuant to the 

Engagement Letter are not claims that may be compromised pursuant to any Plan, or 

proposal under the BIA or any other restructuring. and no such Plan, proposal or 

restructuring shall be approved that does not provide for the pavment of all amounts 

due to the Financial Advisor pursuant to the terms of the Investment Banker 

Engagement Letter. 

38. THIS COURT ORDERS that the Investment Banker, its affiliates, partners, 

directors. employees, agents and controlling persons shall have no liability with respect 

to any and all losses, claims, damages or liabilities. of any nature or kind, to any person 

in connection with or as a result of either its engagement by the Applicants as Financial 



Advisor or any matter referred to in the Engagement Letter except to the extent such 

losses, claims, damages or liabilities result from the gross negligence or wilful 

misconduct of the Financial Advisor in performing its obligations under the 

ADMINISTRATION CHARGE 

J.-1-:-THIS COURT ORDERS that the Monitor, counsel to the Monitor, ~the 

Financial Advisor, the Investment Banker and the Applica:nt'sApplicants' counsel shall be 

entitled to the benefit of and are hereby granted a charge (the -'-'-:,Administration 

Charge-'-'-:) on the Property, which charge shall not exceed an aggregate amount of $•1 

million, as security for their professional fees and disbursements incurred at the 

standard rates and charges of the Monitor and such counsel. the Monitor's counsel, the 

Financial Advisor. and the Applicants' counsel. and for 50% of the Monthly Fee (as that 

term is defined in the Moelis Engagement Letter) of the Investment Banker, both before 

and after the making of this Order in respect of these proceedings. The Administration 

Charge shall have the priority set out in paragraphs fJSliS and hereof. 

40. THIS COURT ORDERS that the Applicants are authorized and directed to 

return to this Court to seek approval of an allocation of fees payable to the Financial 

Advisor and the Investment Banker based on the proceeds of any sales completed within 

these proceedings and the Chapter 11 proceedings of the related Aralez Entities, if 

necessary. 

DIP FINANCING 

and empowered to obtain and borrow under a credit facility from IDHL-i:::::t:cN-t~~ 

NAl\lE] (the "DIP Lender"Deerfield Private Desigp Fund IIL L.P. and Deerfield Partners. 

L.P. (the "DIP Lenders") in order to finance the Applicant'sApplicants' working capital 

requirements and other general corporate purposes and capital expenditures, provided 



that borrowings under such credit facility shall not exceed .$•USD$10 million unless 

permitted by further Order of this Court. 

42. .J+-THIS COURT ORDERS THAT such credit facility shall be on the terms and 

subject to the conditions set forth in the commitment letteragreement between the 

:A:f713*;am®M~~ and the DIP Lender dated as of [DATE]August 10. 2018 (the 

"Commitment Letter""DIP Agreement"), filed. 

43 :H-:-THIS COURT ORDERS that the Applicant isApplicants are hereby authorized 

and empowered to execute and deliver such credit agreements, mortgages, charges, 

hypothecs and security documents, guarantees and other definitive documents 

(collectively, the :.:'~Definitive Documents.!.!.J, as are contemplated by the t-effi-fl-Hflt!elttt 

-bettefDIP Agreement or as may be reasonably required by the DIP Lender pursuant to 

the terms thereof, and the Applicant isApplicants are hereby authorized and directed to 

pay and perform all of its indebtedness, interest, fees, liabilities and obligations to the 

DIP Lender under and pursuant to the Commitment LetterDIP Agreement and the 

Definitive Documents as and when the same become due and are to be performed, 

notwithstanding any other provision of this Order. 

~THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of 

and is hereby granted a charge (the !!.'~DIP Lender's Charge.!.!.J on the Property, which 

DIP Lender's Charge shall not secure an obligation that exists before this Order is made. 

The DIP Lender's Charge shall have the priority set out in paragraphs ~8 and 140f50 

hereof. 

45. J.&.-THIS COURT ORDERS that, notwithstanding any other provision of this 

Order: 

(a) the DIP Lender may take such steps from time to time as it may deem 

necessary or appropriate to file, register, record or perfect the DIP Lender's 

Charge or any of the Definitive Documents; 



(b) upon the occurrence of an event of default under the Definitive Documents or 

the DIP Lender's Charge, the DIP Lender, upon days' written notice to 

the and the Monitor, may exercise any and all of its rights 

and remedies against the ApplicantApplicants or the Property under or 

pursuant to the Commitment LetterDIP Agreement, Definitive Documents and 

the DIP Lender's Charge, including without limitation, to cease making 

advances to the ApplicantApplicants and set off and/ or consolidate any 

amounts owing by the DIP Lender to the ApplicantApplicants against the 

obligations of the ApplicantApplicants to the DIP Lender under the 

Commitment LetterDIP Agreement, the Definitive Documents or the DIP 

Lender's Charge, to make demand, accelerate payment and give other notices, 

or to apply to this Court for the appointment of a receiver, receiver and 

manager or interim receiver, or for a bankruptcy order against the 

ApplieantApplicants and for the appointment of a trustee in bankruptcy of the 

ApplieantApplicants; and 

(c) the foregoing rights and remedies of the DIP Lender shall be enforceable 

against any trustee in bankruptcy, interim receiver, receiver or receiver and 

manager of the ApplicantApplicants or the Property. 

~THIS COURT ORDERS AND DECLARES that the DIP Lender shall be 

treated as unaffected in any plan of arrangement or compromise filed by the 

ApplicantApplicants under the CCAA, or any proposal filed by the ApplicantApplicants 

under the #riff!H"HHff:?r'--ffl'h:i--fff''B~1'i?+i~~+-+.~t:::-a1flfl:Eln-ir-t11<S-:.C±H:~1~1 

advances made under the Definitive Documents. 

with respect to any 

47. THIS COURT ORDERS that all claims of the DIP Lender pursuant to the 

Definitive Documents are not claims that may be compromised pursuant to any Plan, or 

proposal under the BIA or any other restructuring, and no such Plan, proposal or 

restructuring shall be approved that does not provide for the payment of all amounts 

due to the DIP Lender pursuant to the Definitive Documents. 



VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER 

48. J-8.:-THIS COURT ORDERS that the priorities of the ±7H"ee!:etBc--4::::rra:fg€~R:e 

Administration Charge--il:Fl-4,i, the DIP Lender's Charge, the D&O Charge and the 

Transactional Fee Charge, as among them, shall be as followsu: 

First - Administration Charge (to the maximum amount of $•1 million); 

Second - DIP Lender's Charge; 

Third - Directors'D&O Charge (to the maximum amount of $•}1 million); 

and 

Fourth - the Transactional Fee Charge. 

49. ~THIS COURT ORDERS that the filing, registration or perfection of the 

Directors' Charge, the Administration Charge-B-1',i, the DIP Lender's Charge. the D&O 

Charge and the Transactional Fee Charge (collectively, the .!.:.'~Charges!.:!,] shall not be 

required, and that the Charges shall be valid and enforceable for all purposes, including 

as against any right, title or interest filed, registered, recorded or perfected subsequent to 

the Charges coming into existence, notwithstanding any such failure to file, register, 

record or perfect. 

50. 4-0:-THIS COURT ORDERS that each of the -YH:e€-ti&FS--H'l-fl:H~ttte--A-Etmtt~"fl:tt1m 

Charge and the DIP Lender's Chnrge (ail as constituted nnd defined herein)Charges shall 

constitute a charge on the Property and such Charges shall rank in priority to all other 

security interests, trusts, liens, charges and encumbrances, claims of secured creditors, 

statutory or otherwise (collectively, !.!.:Encumbrances!.!.:,) in favour of any Person. 



51. 4+.--THIS COURT ORDERS that except as otherwise expressly provided for 

herein, or as may be approved by this Court, the ApplicantApplicants shall not grant any 

Encumbrances over any Property that rank in priority to, or pari passu with, any of the 

Di rectors' Charge, the ,'\dmini strati on Charge or the DlP Lender's ChargeCharges, unless the 

rlflfH+ettTH'~~~~~ also obtainsobtain the prior written consent of the Monitor, the DIP 

Lender and the beneficiaries of the ±:JtJFe€ite-R~:-R-a:Fgt~t€Hi=re-naft'!±AtS"ffiH*W1:-t-JrtttFge~~m~ 

or further Order of this Court. 

52 't2. THIS COURT ORDERS that the tttt'eef<fti'S--4:--fIBH~ffi&-f'\caffi+fH!ff!'fH+f*H:-;f!tl:Hte:­

the Commitment Letter, Charges. the DIP Agreement. and the Definitive Documents fl+l{'l-'ffi-e 

DIP Lender's Charge shall not be rendered invalid or unenforceable and the rights and 

remedies of the chargees entitled to the benefit of the Charges (collectively, the 

.'..'.:Chargees") and/or the DIP LenderQ thereunder shall not otherwise be limited or 

impaired in any way by (a) the pendency of these proceedings and the declarations of 

insolvency made herein; (b) any application(s) for bankruptcy order(s) issued pursuant 

to the BIA, or any bankruptcy order made pursuant to such applications; (c) the filing of 

any assignments for the general benefit of creditors made pursuant to the BIA; ( d) the 

provisions of any federal or provincial statutes; or (e) any negative covenants, 

prohibitions or other similar provisions with respect to borrowings, incurring debt or the 

creation of Encumbrances, contained in any existing loan documents, lease, sublease, 

offer to lease or other agreement (collectively, an .'!.:Agreement.'..'.'J which binds the 

and notwithstanding any provision to the contrary in any 

Agreement: 

(a) neither the creation of the Charges nor the execution, delivery, perfection, 

registration or performance of the Commitment LetterDIP Agreement or the 

Definitive Documents shall create or be deemed to constitute a breach by the 

ApplicantApplicants of any Agreement to which it is a party; 



(b) none of the Chargees shall have any liability to any Person whatsoever as a 

result of any breach of any Agreement caused by or resulting from the 

ApplicantApplicants entering into the Commitment LotterDIP Agreement, the 

creation of the Charges, or the execution, delivery or performance of the 

Definitive Documents; and 

(c) the payments made by the Applic:mtApplicants pursuant to this Order, the 

Commitment LotterDlP Agreement or the Definitive Documents, and the 

granting of the Charges, do not and will not constitute preferences, fraudulent 

conveyances, transfers at undervalue, oppressive conduct, or other 

challengeable or voidable transactions under any applicable law. 

53. 4J.:-THIS COURT ORDERS that any Charge created by this Order over leases of 

real property in Canada shall only be a Charge in the Applicant'sApplicants' interest in 

such real property leases. 

SERVICE AND NOTICE 

54. 44:-THIS COURT ORDERS that the Monitor shall (+g) without delay, publish in 

[newspapers specified by the Courtjthe Globe and Mail (National Edition) a notice 

containing the information prescribed under the CCAA, (++£) within five days after the 

date of this Order, (A-!) make this Order publicly available in the manner prescribed 

under the CCAA, (Bill send, in the prescribed manner, a notice to every known creditor 

who has a claim against the ApplicantApplicants of more than $1000, and (Giii) prepare a 

list showing the names and addresses of those creditors and the estimated amounts of 

those claims, and make it publicly available in the prescribed manner, all in accordance 

with Section 23(1)(a) of the CCAA and the regulations made thereunder. 

4§.:..THIS COURT ORDERS that the E-Service PrntocolGuide of the Commercial 

List (the "Protocol") is approved and adopted by reference herein and, in this 



proceeding, the service of documents made in accordance with the Protocol (which can 

be found on the Commercial List website at 

www.ontariocourts.ca/ scj /practice I practice-directions/ toronto I eservice-commercial/ 

shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute an 

order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. 

Subject to Rule 3.0l(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, 

service of documents in accordance with the Protocol will be effective on transmission. 

This Court further orders that a Case Website shall be established in accordance with the 

Protocol with the following 

http://insolvency.richter.ca/ A/ Aralez-Pharmaceuticals. 

56. #:-THIS COURT ORDERS that if the service or distribution of documents in 

accordance with the Protocol is not practicable, the ,\pplicantApplicants and the Monitor 

are at liberty to serve or distribute this Order, any other materials and orders in these 

proceedings, any notices or other correspondence, by forwarding true copies thereof by 

prepaid ordinary mail, courier, personal delivery or facsimile transmission to the 

Applicant'sApplicants' creditors or other interested parties at their respective addresses 

as last shown on the records of the ApplicantApplicants and that any such service or 

distribution by courier, personal delivery or facsimile transmission shall be deemed to 

be received on the next business day following the date of forwarding thereof, or if sent 

by ordinary mail, on the third business day after mailing. 

COMEBACK MOTION 

57. THIS COURT ORDERS that the Applicants are authorized to serve their 

motion materials with respect to one or more motions at which the Applicants intend 

to seek, inter alia, approval of a cross-border protocol, an extension of the Stay Period 

and approval of a key employee retention plan (the "Comeback Motion") by 

forwarding a copy of this Order and any additional materials to be filed with respect to 

the Comeback Motion by electronic transmission, where available, or by courier to the 



parties likely to be affected by the relief to be sought at such parties' respective 

addresses as last shown on the records of the Applicants as soon as practicable. 

GENERAL 

58. +;L..THIS COURT ORDERS that the ,\pplieantApplicants or the Monitor may 

from time to time apply to this Court for advice and directions in the discharge of its 

powers and duties hereunder. 

59. 4&:-THIS COURT ORDERS that nothing in this Order shall prevent the Monitor 

from acting as an interim receiver, a receiver, a receiver and manager, or a trustee in 

bankruptcy of the ApplicantApplicants, the Business or the Property. 

49-:-THIS COURT HEREBY REQUESTS the aid and recognition of any court, 

tribunal, regulatory or administrative body having jurisdiction in Canada or in the 

United States, to give effect to this Order and to assist the ApplicantApplicants, the 

Monitor and their respective agents in carrying out the terms of this Order. All courts, 

tribunals, regulatory and administrative bodies are hereby respectfully requested to 

make such orders and to provide such assistance to the ApplieantApplicants and to the 

Monitor, as an officer of this Court, as may be necessary or desirable to give effect to this 

Order, to grant representative status to the Monitor in any foreign proceeding, or to 

assist the ApplicantApplicants and the Monitor and their respective agents in carrying 

out the terms of this Order. 

.§-0:-THIS COURT ORDERS that each of the ApplicantApplicants and the Monitor 

be at liberty and is hereby authorized and empowered to apply to any court, tribunal, 

regulatory or administrative body, wherever located, for the recognition of this Order 

and for assistance in carrying out the terms of this Order, and that the Monitor is 

authorized and empowered to act as a representative in respect of the within 

proceedings for the purpose of having these proceedings recognized in a jurisdiction 

outside Canada. 



62. .§..h-THIS COURT ORDERS that any interested party (including the 

ApplicantApplicants and the Monitor) may apply to this Court to vary or amend this 

Order on not less than seven (7) day( notice to any other party or parties likely to be 

affected by the order sought or upon such other notice, if any, as this Court may order. 

63. 52. THIS COURT ORDERS that this Order and all of its provisions are effective 

as of 12:01 a.m. Eastern Standard/Daylight Time on the date of this Order. 
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