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Estimated solely for the purpose of calculating the amount of the registration fee in accordance with Rule 457(o) of the Securities Act of 1933, as
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The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell
these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

Subject to completion, dated July 28, 2015

PRELIMINARY PROSPECTUS

SHARES OF COMMON STOCK

Dermira, Inc. is offering shares of its common stock.

Our common stock is listed on The NASDAQ Global Select Market under the symbol "DERM." The last reported sale price of our
common stock on The NASDAQ Global Select Market on July 27, 2015 was $24.32 per share.

We are an "emerging growth company" under applicable Securities and Exchange Commission rules and are eligible for reduced public
company disclosure requirements.

Investing in our common stock involves a high degree of risk. See '"'Risk Factors'' beginning on page 12 of
this prospectus.

Per
Share Total
Public offering price $ $
Underwriting discounts and commissions) $ $
Proceeds, before expenses, to us $ $

6]

We refer you to "Underwriting" beginning on page 89 for additional information regarding underwriting compensation.
We have granted the underwriters an option for a period of 30 days to purchase up to additional shares of common stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
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The underwriters expect to deliver the shares of common stock to purchasers on or about , 2015, through the book-entry facilities
of The Depository Trust Company.

Leerink Partners Cowen and Company Guggenheim Securities

Needham & Company

The date of this prospectus is , 2015,
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We have not authorized anyone to provide any information or to make any representations other than those contained in this
prospectus or in any free writing prospectuses we have prepared. We take no responsibility for, and can provide no assurance as to the
reliability of, any other information that others may give you. This prospectus is an offer to sell only the shares offered hereby, but only
under circumstances and in jurisdictions where it is lawful to do so. The information contained in this prospectus is current only as of
its date.

Persons who come into possession of this prospectus and any applicable free writing prospectus in jurisdictions outside the United
States are required to inform themselves about and to observe any restrictions as to this offering and the distribution of this prospectus
and any such free writing prospectus applicable to that jurisdiction.

TABLE OF CONTENTS

Page
Summary
Risk Factors
Special Note Regarding Forward-Looking Statements
Industry and Market Data
Use of Proceeds
Price Range of Common Stock
Dilution
Certain Relationships and Related Party Transactions
Principal Stockholders
Description of Capital Stock
Shares Eligible for Future Sale
Material U.S. Federal Income Tax Considerations for Non-U.S. Holders of Common Stock
Underwriting
Legal Matters
Experts
Where You Can Find Additional Information

Incorporation of Certain Information by Reference

N9 1w oo 1IN 1~ W 9 = |— o 1=

KREEEREBREERRIEBRRRIS




Edgar Filing: Dermira, Inc. - Form S-1

Table of Contents

SUMMARY

This summary highlights information contained in other parts of this prospectus or incorporated by reference from our Annual Report on
Form 10-K for the year ended December 31, 2014, and our other filings with the Securities and Exchange Commission listed in the section of
the prospectus entitled "Incorporation of Certain Information by Reference.” This summary does not contain all of the information you should
consider in making your investment decision. Before deciding to invest in shares of our common stock, you should read the entire prospectus,
the registration statement of which this prospectus is a part, and the information incorporated by reference herein in their entirety. You should
carefully consider, among other things, the matters discussed in the section entitled "Risk Factors" included elsewhere in this prospectus and the
matters discussed in the sections entitled "Selected Consolidated Financial Data," our consolidated financial statements and the accompanying
notes and "Management's Discussion and Analysis of Financial Condition and Results of Operations," in each case, incorporated by reference
into this prospectus. Some of the statements in this prospectus constitute forward-looking statements that involve risks and uncertainties. See
"Special Note Regarding Forward-Looking Statements."

Our Company

We are a specialty biopharmaceutical company focused on bringing innovative and differentiated products to dermatologists and their
patients. Our management team has extensive experience in product development and commercialization, having served in leadership roles at
several leading dermatology companies. Our strategy is to leverage this experience to in-license, acquire, develop and commercialize products
that we believe can be successful in the dermatology marketplace. Our portfolio of five product candidates targets significant market
opportunities and includes three late-stage product candidates: Cimzia (certolizumab pegol), which we are developing in collaboration with UCB
Pharma S.A. for the treatment of moderate-to-severe plaque psoriasis; DRMO04, which we are developing for the treatment of hyperhidrosis, or
excessive sweating; and DRMO1, which we are developing for the treatment of acne.

We are currently focused on the development of therapeutic solutions in medical dermatology to treat skin conditions, such as psoriasis,
hyperhidrosis and acne. These diseases impact millions of people worldwide and can have significant, multidimensional effects on patients'
quality of life, including their physical, functional and emotional well-being. According to multiple published studies, patients report that
medical dermatology conditions affect quality of life in ways comparable to other serious diseases, such as cancer, heart disease, diabetes,
epilepsy, asthma and arthritis.

We believe that medical dermatology represents a particularly attractive segment of the biopharmaceutical industry for multiple reasons:

Dermatology represents a large, growing, specialty market supported by strong patient demand.

The dermatology market is ripe for innovation with significant commercial opportunities.

The development of dermatology products can be relatively efficient in terms of time and cost.

Dermatology products can be commercialized at relatively low cost.

The needs of dermatologists and their patients have been underserved as a result of the significant consolidation of
dermatology-focused companies.

We believe that these industry dynamics present an opportunity for us to establish our company as a leader in dermatology product
development and commercialization, and we plan to capitalize on that opportunity for the benefit of patients and dermatologists.

Dermira was founded by Thomas G. Wiggans, Eugene A. Bauer, M.D., Christopher M. Griffith and Luis C. Pefia with the vision of
building a leading dermatology company. Several members of our
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management team, including Mr. Wiggans, Dr. Bauer and Mr. Pefia, have extensive experience within the dermatology field, including having
served in executive roles at leading dermatology companies such as Connetics Corporation, Peplin, Inc. and Stiefel Laboratories, Inc., a
GlaxoSmithKline LLC Company. This experience brings us significant insight into product and commercial opportunities, as well as a broad
network of relationships with leaders within the industry and medical community.

Our Product Candidates

Our three late-stage product candidates are:

Cimzia, an injectable biologic tumor necrosis factor-alpha inhibitor, or TNF inhibitor, that is currently approved and
marketed by UCB for the treatment of numerous inflammatory diseases spanning multiple medical specialties, including
rheumatoid arthritis, psoriatic arthritis, ankylosing spondylitis and Crohn's disease, in multiple countries, including the
United States. Biologic TNF inhibitors are a class of pharmaceutical products that are manufactured by biological processes
and designed to exert their effect by inhibiting TNF, a naturally occurring molecule that plays an important role in promoting
inflammation within the body, including in patients with psoriasis. We have entered into a development and
commercialization agreement, or the UCB agreement, to collaborate with UCB to develop Cimzia for the treatment of
moderate-to-severe plaque psoriasis in the United States, Canada and the European Union and, upon regulatory approval, to
market Cimzia to dermatologists in the United States and Canada. Based on the results of two Phase 2 clinical trials
conducted by UCB and our end-of-Phase 2 meeting with the U.S. Food and Drug Administration, or FDA, we and UCB
commenced a Phase 3 clinical program for Cimzia for the treatment of moderate-to-severe plaque psoriasis in December

2014. We expect topline results from the Phase 3 clinical program in 2017.

DRMO04, a topical, small-molecule anticholinergic product we are developing for the treatment of hyperhidrosis.
Anticholinergics are a class of pharmaceutical products that exert their effect by blocking the action of acetylcholine, a
molecule that transmits signals within the nervous system that are responsible for a range of bodily functions, including the
activation of sweat glands. DRMO04 is a topical formulation of a novel form of an anticholinergic agent that has been
approved for systemic administration in other indications, and it is designed to inhibit sweat production by blocking the
activation of sweat glands following topical administration. Based on the results of a Phase 2 program comprising three
randomized, double-blind, vehicle-controlled clinical trials in 341 patients and our end-of-Phase 2 meeting with the FDA in
April 2015, we are finalizing the design of a Phase 3 clinical program for DRM04 in patients with primary axillary, or

underarm, hyperhidrosis. We plan to initiate the Phase 3 clinical program in the second half of 2015.

DRMO1, a novel, topical, small-molecule sebum inhibitor we are developing for the treatment of acne. Sebum is an oily
substance made up of lipids produced by glands in the skin called sebaceous glands, and excessive sebum production is an
important aspect of acne that is not addressed by available topical therapies. DRMOI is designed to exert its effect by
inhibiting acetyl coenzyme A carboxylase, an enzyme that plays an important role in the synthesis of fatty acids, a type of
lipid that represents an essential component of the majority of sebum lipids. Based on the results of a 108-patient,
randomized, multi-center, double-blind, vehicle-controlled Phase 2a clinical trial, we commenced a Phase 2b clinical
program in April 2015. We expect topline results from the Phase 2b clinical program in the first half of 2016.

In addition, we have two early-stage product candidates in preclinical development for the treatment of inflammatory skin diseases and
acne.
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Our Strategy

Our strategy is to in-license, acquire, develop and commercialize innovative and differentiated products that we believe can be successful in
the dermatology marketplace. The key components of our strategy are to:

Rapidly develop our late-stage product candidates. We commenced our Phase 3 clinical program for Cimzia within

10 months of establishing our collaboration with UCB, produced positive Phase 2b clinical trial results within nine months
of initiating our first clinical trial of DRMO04 and produced positive Phase 2a clinical trial results within one year of initiating
our first clinical trial of DRMOI1. We believe that our team's expertise in designing and executing product development
programs in dermatology, combined with the relative efficiencies of dermatology product development, will enable us to

rapidly develop our late-stage product candidates.

Efficiently establish proof-of-concept for our early-stage product candidates and advance promising candidates into
late-stage development. In developing our early-stage product candidates, we focus on translating advances in the
understanding of skin disease biology into innovative solutions for unmet needs in dermatology. We seek to rapidly and
efficiently establish proof-of-concept for these product candidates. Using this approach, our experienced management team
is able to efficiently determine whether and how to advance product candidates into the next stages of development, which
we believe increases our ability to direct resources to promising programs and enhances our likelihood of successfully

developing and commercializing our product candidates.

In-license and acquire new product candidates and, potentially, commercial-stage products. Since our founding in 2010,
we have executed three transactions resulting in a portfolio of five product candidates. We intend to continue to identify,
evaluate, in-license and acquire product candidates from a number of sources by leveraging the insights, network and
experience of our management team. Our objective is to maintain a well-balanced portfolio by in-licensing or acquiring
additional product candidates across various stages of development. We also may seek to in-license and acquire dermatology
products that have received regulatory approval for marketing in order to accelerate our entry into the market or expand the

portfolio of products we can market to dermatologists.

Build a medical affairs organization and specialized sales and marketing organization of highly experienced
professionals who can effectively communicate the benefits of our approved products and support dermatologists and
their patients. We believe that we can compete effectively in the dermatology market by having a medical affairs
organization and specialized sales and marketing organization focused solely on dermatologists and their patients. To
commercialize any approved products we may successfully develop or acquire, we intend to build a medical affairs
organization and specialized sales and marketing organization that will provide high levels of customer support and

scientific expertise to dermatologists and their patients.

Maximize the value of our portfolio by commercializing our approved products ourselves where we can effectively do so
and partnering with other companies to help us reach new markets. We currently hold worldwide rights to all of our
product candidates with the exception of Cimzia. We currently plan to commercialize our approved products in the United
States and Canada by deploying a specialized sales force targeting dermatologists in these countries. We may partner with
third parties to help us reach other geographic markets or medical specialties. We have an exclusive license to market
Cimzia to dermatologists in the United States and Canada following regulatory approval of Cimzia for the treatment of
psoriasis in these countries. We plan to leverage the infrastructure of our partner, UCB, to support our marketing of Cimzia
in the United States and Canada.
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Continue to build a team of committed, experienced employees and leverage our relationships with members of the
dermatology community. We believe that the field of dermatology offers an exceptional opportunity to build relationships
with opinion leaders, advocacy groups and medical practitioners. We believe that consolidation in the dermatology industry
has resulted in an enhanced opportunity for a dermatology-focused company to build relationships with these stakeholders
and has made available a large and growing talent pool of experienced employees who can make significant contributions to
our company.

Key Markets for Our Product Candidates
The Moderate-to-Severe Plaque Psoriasis Market

Psoriasis is a chronic, complex, immune-mediated disease that requires long-term treatment. It is commonly considered the most prevalent
autoimmune disease in the world. According to Decision Resources, the diagnosed prevalence of psoriasis in the United States was
approximately 9.3 million people, or approximately 2.9% of the population, in 2013.

According to Decision Resources, U.S. sales of psoriasis prescriptions accounted for $4.4 billion in 2013. In the same year, U.S. sales of
biologic therapies for moderate-to-severe plaque psoriasis were $3.7 billion, of which $2.8 billion were from TNF inhibitors. According to data
provided by IMS Health National Prescription Audit, or IMS NPA, and IMS National Sales Perspectives, or IMS NSP, between 2010 and 2013,
sales of biologic therapies attributable to U.S. dermatologists grew at an average annual rate of 19% and sales of TNF inhibitors attributable to
U.S. dermatologists grew at an average annual rate of 12%.

We believe that there is a substantial opportunity for continued expansion of the market for biologic psoriasis therapies. Even with the
significant recent growth in the market, penetration of biologics into the addressable population of moderate-to-severe plaque psoriasis patients
remains relatively low, particularly in comparison to other large biologics markets. We believe that penetration into the psoriasis patient
population may continue to increase as dermatologists become more familiar with available biologic therapies, particularly the established safety
record of TNF inhibitors, and as new biologic products reach the market. Decision Resources projects that U.S. sales of branded, systemic
psoriasis therapies will increase from approximately $3.9 billion in 2013 to $5.9 billion by 2023.

The Hyperhidrosis Market

Hyperhidrosis is a condition of excessive sweating beyond what is physiologically required to maintain normal thermal regulation. Primary
hyperhidrosis, which is excessive sweating without a known cause, can affect the underarms, palms of the hands, soles of the feet, face and other
areas. Several studies have demonstrated that excessive sweating often impedes normal daily activities and can result in occupational, emotional,
psychological, social and physical impairment. In the United States, based on the most recent data available, the prevalence of hyperhidrosis was
estimated in 2003 to be 2.8% of the population, or roughly 7.8 million people. According to published studies, approximately half of
hyperhidrosis sufferers have axillary hyperhidrosis.

The market for products to control sweating is large and highly underpenetrated by prescription pharmaceutical products. Despite the
limited efficacy of over-the-counter, or OTC, antiperspirants for the alleviation of hyperhidrosis symptoms, according to a 2003 survey, only
38% of hyperhidrosis patients had discussed their condition with a healthcare professional. We believe that this is largely a result of the lack of
effective, well-tolerated, convenient prescription treatment options. Patients who seek treatment from a physician most commonly receive
prescription topical antiperspirants. While these topical antiperspirants generated approximately 490,000 prescriptions in the United States in
2014, their use is limited by modest efficacy and skin irritation, particularly in patients with more severe disease. We believe that the market
opportunity for a new, effective, well-tolerated, topical
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hyperhidrosis treatment is substantially larger than the current market for prescription topical antiperspirants because such a therapy could
further penetrate the segment of patients who seek treatment from a physician and encourage more patients to seek treatment.

The Acne Market

Acne is one of the most common skin diseases. It is characterized by clogging of the pores and associated local skin lesions. Acne lesions
are believed to result from an interaction of multiple pathogenic, or contributing, factors, including excessive sebum production. Acne can
significantly impact patients' quality of life, resulting in social, psychological and emotional impairments that are comparable to those reported
by patients with epilepsy, asthma, diabetes or arthritis. According to widely-cited data, it is estimated that acne affected more than 85% of
teenagers globally in 1994, 150 million people globally as of 2008 and 40 to 50 million Americans as of 1998. Acne is one of the most common
reasons for visiting a dermatologist. In 2007, acne represented about one-fourth of U.S. dermatologists' patient volume.

According to IMS MIDAS, products to treat acne accounted for over $4.0 billion in global pharmaceutical sales in 2013. In the same year,
each of the three major prescription pharmaceutical product classes that are predominantly used to treat acne generated between approximately
$580 million and $2.1 billion in U.S. sales, according to data provided by IMS NSP and IMS NPA. These three product classes have been
available for over 30 years, and we believe that growth in this market recently has been significantly limited by a lack of innovation in new
product development.

We believe that there is a substantial unmet need and commercial opportunity for a topical acne therapy that targets sebum production.
Acne treatment guidelines published by the Global Alliance to Improve Outcomes in Acne recommend that acne treatment be directed toward as
many pathogenic factors as possible. Accordingly, patients are often treated with combination regimens that incorporate agents with
complementary mechanisms of action targeting different pathogenic factors. The vast majority of acne patients are treated with topical therapies,
and all of the four primary pathogenic factors except for excessive sebum production can be targeted with available topical treatments. While
systemic therapies may be used to effectively inhibit sebum production, their use is limited by significant, systemic side effects. As a result, we
believe that the introduction of a topical acne treatment that targets sebum production could establish a new product class and expand the acne
market.

Key Developments

Following is a summary of selected key developments affecting our business:

Phase 2b program for DRMO01 in patients with acne. In April 2015, we announced the dosing of the first patient in a
Phase 2b dose-ranging trial for DRMO1 in patients with facial acne vulgaris. The randomized, multi-center, double-blind,
parallel-group, vehicle-controlled study is designed to assess the safety and efficacy of DRMOI1 compared to vehicle. The
goal of the study is to establish the optimal dose for a potential Phase 3 program. In the Phase 2b trial, approximately 400
adult patients with moderate-to-severe facial acne vulgaris will be randomized into five separate arms evaluating different
DRMO1 dosing regimens compared to vehicle. Approximately 300 patients will receive DRMO1 and approximately 100 will
receive vehicle. Consistent with the preceding Phase 2a trial and in accordance with the published FDA draft guidance for
the development of acne drugs, the primary endpoints are the absolute changes from baseline in inflammatory and
non-inflammatory lesion counts and the proportion of patients achieving at least a two-point improvement from baseline in
the five-point Investigator's Global Assessment, or IGA, score. Each endpoint will be measured at the end of the 12-week
treatment period. The trial will be conducted at approximately 30 sites in the U.S. and Canada. Pending the successful
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completion of the Phase 2b trial and all applicable non-clinical work, we expect to include both adult and adolescent patients
in a Phase 3 program.

End-of-Phase 2 meeting with FDA for DRMO04. In April 2015, we held an end-of-Phase 2 meeting with the FDA for
DRMO04. Based on feedback from the FDA and the results of the Phase 2 program comprising three randomized,
double-blind, vehicle-controlled clinical trials in 341 patients, we are finalizing the design of a Phase 3 program for DRM04

in axillary hyperhidrosis and plan to initiate the program in the second half of 2015.

U.S. patents covering DRMO01 and DRM04. U.S. Patent No. 8,884,034 issued in November 2014 and includes claims
covering DRMO1, pharmaceutical compositions and methods of its use. U.S Patent Nos. 8,859,610 and 9,006,462 issued in
October 2014 and April 2015, respectively, and include claims covering pharmaceutical solutions, topical solutions and

absorbent pads comprising DRMO04 and methods of its use.

Cash and cash equivalents and investments balance. As of June 30, 2015, we had $143.8 million in cash and cash
equivalents and investments.

Selected Risks Associated with Our Business

Our business is subject to numerous risks and uncertainties, including those highlighted in the section entitled "Risk Factors" immediately
following this prospectus summary. These risks include, but are not limited to, the following:

Our business is dependent on the successful development, regulatory approval and commercialization of our product
candidates, primarily Cimzia, which we are developing in collaboration with UCB, DRM04 and DRMO1.

We have had significant and increasing operating expenses, and we will require substantial additional financing to achieve
our goals, which we may not be able to obtain when needed and on acceptable terms, or at all. We have a history of losses

and may not be able to achieve or maintain profitability, which could cause our business and operating results to suffer.

The UCB agreement is terminable by UCB if we consummate a change of control with a significant number of competitor
companies, which may adversely impact the likelihood that we will be acquired.

The UCB agreement requires us to pay substantial development costs in order for UCB to seek approval of Cimzia for the
treatment of moderate-to-severe plaque psoriasis from the FDA, the European Medicines Agency and the Canadian federal
department for health. Our inability to fund our obligations under the UCB agreement would harm our business and

operating results.

Clinical drug development for our product candidates is expensive, time-consuming and uncertain. Our clinical trials may
fail to adequately demonstrate the safety and efficacy of our product candidates, which could prevent or delay regulatory

approval and commercialization.

We may be unable to obtain regulatory approval for Cimzia, DRM04, DRMO1 or our early-stage product candidates under
applicable regulatory requirements. The FDA and foreign regulatory bodies have substantial discretion in the approval
process, including the ability to delay, limit or deny approval of product candidates. The delay, limitation or denial of any
regulatory approval would adversely impact commercialization, our potential to generate revenue, our business and our

operating results.
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UCB substantially controls the governance of our collaboration, and may make decisions regarding product development,
regulatory strategy and commercialization that may not be in our best interests.
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Our product candidates, if approved, will face significant competition, and our failure to effectively compete may prevent us
from achieving significant market penetration.

We have in the past relied and expect to continue to rely on third-party contract research organizations and other third parties
to conduct and oversee our clinical trials and other aspects of product development. If these third parties do not meet our
requirements or otherwise conduct the trials as required, we may not be able to satisfy our contractual obligations or obtain

regulatory approval for, or commercialize, our product candidates when expected or at all.

We will need to further increase the size and complexity of our organization in the future, and we may experience
difficulties in executing our growth strategy and managing any growth.

We may not be able to obtain or enforce patent rights or other intellectual property rights that cover our product candidates
and technologies that are of sufficient breadth to prevent third parties from competing against us.

Corporate Information

We were incorporated in the State of Delaware in August 2010 under the name Skintelligence, Inc. We changed our name to Dermira, Inc.
in September 2011. Our principal executive offices are located at 275 Middlefield Road, Suite 150, Menlo Park, California 94025, and our
telephone number is (650) 421-7200. Our website address is www.dermira.com. The information contained on, or that can be accessed through,
our website is not a part of this prospectus. Investors should not rely on any such information in deciding whether to purchase our common
stock.

non

Unless the context indicates otherwise, as used in this prospectus, the terms "Company," "Dermira," "Registrant,” "we," "us" and "our"

refer to Dermira, Inc., a Delaware corporation, and its sole subsidiary taken as a whole, unless otherwise noted.

We have registered the trademark "Dermira" in Australia, the European Union, Japan and Switzerland and have a trademark application for
the trademark "Dermira” pending with the U.S. Patent and Trademark Office and the Canadian Intellectual Property Office. The Dermira logo
and all product names are our common law trademarks. All other service marks, trademarks and tradenames appearing in this prospectus are the
property of their respective owners. Solely for convenience, the trademarks and tradenames referred to in this prospectus appear without the ®
and symbols, but those references are not intended to indicate, in any way, that we will not assert, to the fullest extent under applicable law, our
rights, or the right of the applicable licensor to these trademarks and tradenames.

Implications of Being an Emerging Growth Company

As a company with less than $1.0 billion in revenue during our most recently completed fiscal year, we qualify as an "emerging growth
company" as defined in Section 2(a) of the Securities Act of 1933, as amended, or the Securities Act, as modified by the Jumpstart Our Business
Startups Act of 2012, or the JOBS Act. As an emerging growth company, we may take advantage of specified reduced disclosure and other
requirements that are otherwise applicable, in general, to public companies that are not emerging growth companies. These provisions include:

reduced disclosure of financial information in this prospectus, including two years of audited financial information and two
years of selected financial information;

an exemption from compliance with the auditor attestation requirement on the effectiveness of our internal control over
financial reporting;
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an exemption from compliance with any requirement that the Public Company Accounting Oversight Board may adopt
regarding mandatory audit firm rotation or a supplement to the auditor's report providing additional information about the

audit and the financial statements;

reduced disclosure about our executive compensation arrangements; and

exemptions from the requirements to obtain a non-binding advisory vote on executive compensation or a stockholder
approval of any golden parachute arrangements.

We may take advantage of some or all of these exemptions until we are no longer an emerging growth company. We would cease to be an
emerging growth company upon the earliest to occur of: the last day of the fiscal year in which we have more than $1.0 billion in annual
revenue; the date we qualify as a "large accelerated filer," with at least $700 million of equity securities held by non-affiliates; the issuance, in
any three-year period, by us of more than $1.0 billion in non-convertible debt securities; and the last day of 2019. Accordingly, the information
contained herein may be different than the information you receive from other public companies in which you hold stock.

However, we have irrevocably elected to not avail ourselves of the extended transition periods available under the JOBS Act for complying
with new or revised accounting standards applicable to public companies and, therefore, will be subject to the same new or revised accounting
standards as other public companies that are not emerging growth companies.
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The Offering
shares
shares
shares ( shares if the underwriters' option to purchase additional shares is

exercised in full)

We currently intend to use the net proceeds from this offering for external research and
development expenses associated with the development of our Cimzia, DRM04 and DRMO1
product candidates, with the balance primarily used to fund internal research and development
expenses associated with all of our product candidates, working capital, capital expenditures
and other general corporate purposes. See "Use of Proceeds."

You should read the "Risk Factors" section of this prospectus for a discussion of factors to
consider carefully before deciding to invest in shares of our common stock.

"DERM"

The number of shares of common stock to be outstanding after this offering is based on 24,670,911 shares of common stock outstanding as

of March 31, 2015 and excludes:

3,446,904 shares of our common stock issuable upon the exercise of outstanding options under our 2010 Equity Incentive

Plan and 2014 Equity Incentive Plan as of March 31, 2015, with a weighted-average exercise price of $7.23 per share; and

2,140,459 shares of our common stock reserved for future issuance under our equity compensation plans, consisting of
(1) 1,592,449 shares of common stock reserved for issuance under the 2014 Equity Incentive Plan as of March 31, 2015 and
(2) 548,010 shares of common stock reserved for issuance under the 2014 Employee Stock Purchase Plan as of March 31,

2015.

Unless otherwise noted, the information in this prospectus reflects and assumes the following:

no exercise of outstanding options subsequent to March 31, 2015; and

no exercise of the underwriters' option to purchase additional shares.
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Summary Consolidated Financial Data

The following tables summarize our consolidated financial data. We derived our summary consolidated statements of operations data for
the years ended December 31, 2012, 2013 and 2014 from our audited consolidated financial statements incorporated by reference in this
prospectus from our Annual Report on Form 10-K for the fiscal year ended December 31, 2014, or our 2014 Annual Report, and we have
derived the following statements of operations data for the three months ended March 31, 2014 and 2015 and the balance sheet data as of
March 31, 2015 from our unaudited interim financial statements incorporated by reference in this prospectus from our Quarterly Report on
Form 10-Q for the quarter ended March 31, 2015, or our March 2015 Quarterly Report. Our unaudited interim consolidated financial statements
have been prepared in accordance with U.S. generally accepted accounting principles on the same basis as our audited annual consolidated
financial statements and, in the opinion of management, reflect all adjustments, consisting only of normal, recurring adjustments, that are
necessary for the fair presentation of our consolidated financial position as of March 31, 2015 and our consolidated results of operations for the
three months ended March 31, 2014 and 2015. Our historical results are not necessarily indicative of the results to be expected in the future, and
the results for the three months ended March 31, 2015 are not necessarily indicative of the results to be expected for the full year or any other
period. You should read this data together with our financial statements and related notes, as well as the information under the captions
"Selected Consolidated Financial Data" appearing in our 2014 Annual Report, which is incorporated by reference herein, and "Management's
Discussion and Analysis of Financial Condition and Results of Operations" appearing in our 2014 Annual Report and our March 2015 Quarterly
Report, which are incorporated by reference herein.

Three Months Ended
Year Ended December 31, March 31,
2012 2013 2014 2014 2015
(in thousands, except share and per share amounts)
(unaudited)
Consolidated Statements of Operations Data:
Collaboration revenue from a related party $ $ $ 7,300 $ $
Operating expenses:
Research and development 17,055 17,937 30,710 6,685 10,088
General and administrative 3,148 4,366 8,288 1,812 4,146
Total operating expenses 20,203 22,303 38,998 8,497 14,234
Loss from operations (20,203) (22,303) (31,698) (8,497) (14,234)
Interest and other income (expense), net (€28) (38) 7 ©)] 237
Interest expense ©)) (153) 33) (38)
Loss before taxes (20,254) (22,350) (31,844) (8,539) (14,035)
Provision for income taxes 31
Net loss $ (20254) $ (22,350) $ (31,875) $ (8,539) $ (14,035)
Net loss per share, basic and diluted(1) $ (27.99) $ 27.03) $ 4.96) $ (9.56) $ (0.57)
Weighted-average common shares used to compute net loss per
share, basic and diluted(1) 723,607 826,757 6,426,022 893,542 24,655,011
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For an explanation of the calculations of our basic and diluted net loss per share, see (a) Note 2 to our audited financial statements
included in our 2014 Annual Report incorporated by reference
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herein and (b) Note 2 to our financial statements included in our March 2015 Quarterly Report incorporated by reference herein.

As of March 31, 2015

Actual As Adjusted(1)(2)
(in thousands)
(unaudited)
Balance Sheet Data:
Cash and cash equivalents and investments $ 158,144 3
Working capital 112,494
Total assets 165,611
Bank term loan, current and non-current 1,940
Additional paid-in capital 237,550
Accumulated deficit (96,684)
Total stockholders' equity 140,859

)

@

The as adjusted column in the summary consolidated balance sheet data above reflects the effect of the issuance and sale by us

of shares of our common stock in this offering, at an assumed public offering price of $ per share, which is the last reported
sale price of our common stock on The NASDAQ Global Select Market on , 2015, after deducting the estimated
underwriting discounts and commissions and estimated offering expenses payable by us.

Each $1.00 increase (decrease) in the assumed public offering price of $ per share, which was the last reported sale price of our
common stock on The NASDAQ Global Select Market on , 2015, would increase (decrease) each of cash and cash
equivalents and investments, working capital, total assets and total stockholders' equity by approximately $ million, assuming that
the number of shares offered by us, as set forth on the cover page of this prospectus, remains the same, and after deducting the
estimated underwriting discounts and commissions and estimated offering expenses payable by us. Each increase (decrease) of

1.0 million shares in the number of shares of common stock offered by us would increase (decrease) each of cash and cash equivalents
and investments, working capital, total assets and total stockholders' equity by approximately $ million, assuming that the
assumed public offering price remains the same, and after deducting the estimated underwriting discounts and commissions and
estimated offering expenses payable by us. The as adjusted information discussed above is illustrative only and will be adjusted based
on the actual public offering price and other terms of this offering determined at pricing.
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RISK FACTORS

Investing in our common stock involves a high degree of risk. You should consider carefully the risks and uncertainties described below,
together with all of the other information in this prospectus, including the consolidated financial statements, the notes thereto and the section
entitled "Management's Discussion and Analysis of Financial Condition and Results of Operations" contained in our Annual Report on
Form 10-K for the year ended December 31, 2014, or 2014 Annual Report, and our Quarterly Report on Form 10-Q for the quarter ended
March 31, 2015, or March 2015 Quarterly Report, that are incorporated by reference into this prospectus before deciding whether to invest in
shares of our common stock. The risks and uncertainties described below are not the only ones we face. Additional risks and uncertainties that
we are unaware of or that we deem immaterial may also become important factors that adversely affect our business. If any of the following
risks actually occur, our business, financial condition, results of operations and future prospects could be materially and adversely affected. In
that event, the market price of our stock could decline, and you could lose part or all of your investment.

Risks Related to Development, Regulatory Approval and Commercialization

Our business is dependent on the successful development, regulatory approval and commercialization of our product candidates, primarily
Cimgzia, which we are developing in collaboration with UCB Pharma S.A., DRM04 and DRMO01.

Our portfolio of five product candidates includes three late-stage product candidates: Cimzia (certolizumab pegol), an injectable biologic
tumor necrosis factor-alpha inhibitor, or TNF inhibitor, for the treatment of moderate-to-severe plaque psoriasis; DRMO04, a topical treatment for
hyperhidrosis, or excessive sweating; and DRMOI, a topical sebum inhibitor for the treatment of acne. We are also developing DRMO02, a topical
treatment targeting phosphodiesterase-4 for inflammatory skin diseases, and DRMOS, a topical photodynamic therapy for acne. The success of
our business, including our ability to finance our company and generate any revenue in the future, will primarily depend on the successful
development, regulatory approval and commercialization of our late-stage product candidates. The successful development and
commercialization of Cimzia is subject to a number of risks under our development and commercialization agreement with UCB, or the UCB
agreement. For more information about these risks, see " Risks Related to Our Collaboration with UCB." In the future, we may also become
dependent on one or more of our early-stage product candidates or any future product candidates that we may in-license, acquire or develop. The
clinical and commercial success of our product candidates will depend on a number of factors, including the following:

the ability to raise additional capital on acceptable terms, or at all;

timely completion of our clinical trials, which may be significantly slower or cost more than we currently anticipate and will
depend substantially upon the performance of third-party contractors;

whether we are required by the U.S. Food and Drug Administration, or the FDA, or similar foreign regulatory agencies to
conduct additional clinical trials beyond those planned to support the approval and commercialization of our product

candidates or any future product candidates;

acceptance of our proposed indications and primary endpoint assessments relating to the proposed indications of our product
candidates by the FDA and similar foreign regulatory authorities;

our ability to demonstrate to the satisfaction of the FDA and similar foreign regulatory authorities, the safety, efficacy and
acceptable risk to benefit profile of our product candidates or any future product candidates;
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21



Table of Contents

Edgar Filing: Dermira, Inc. - Form S-1

the prevalence, duration and severity of potential side effects experienced with our product candidates or future approved
products, if any;

the timely receipt of necessary marketing approvals from the FDA and similar foreign regulatory authorities;

achieving and maintaining, and, where applicable, ensuring that our third-party contractors achieve and maintain,
compliance with our contractual obligations and with all regulatory requirements applicable to our product candidates or any

future product candidates or approved products, if any;

the ability of third parties with whom we contract to manufacture clinical trial and commercial supplies of our product
candidates or any future product candidates, remain in good standing with regulatory agencies and develop, validate and
maintain commercially viable manufacturing processes that are compliant with current good manufacturing practices, or

cGMP;

a continued acceptable safety profile during clinical development and following approval of our product candidates or any
future product candidates;

our ability to successfully commercialize our product candidates or any future product candidates in the United States and
internationally, if approved for marketing, sale and distribution in such countries and territories, whether alone or in

collaboration with others;

acceptance by physicians and patients of the benefits, safety and efficacy of our product candidates or any future product
candidates, if approved, including relative to alternative and competing treatments;

our and our partners' ability to establish and enforce intellectual property rights in and to our product candidates or any
future product candidates;

our and our partners' ability to avoid third-party patent interference or intellectual property infringement claims; and

our ability to in-license or acquire additional product candidates or commercial-stage products that we believe can be
successfully developed and commercialized.

If we do not achieve one or more of these factors, many of which are beyond our control, in a timely manner or at all, we could experience
significant delays or an inability to obtain regulatory approvals or commercialize our product candidates. Even if regulatory approvals are
obtained, we may never be able to successfully commercialize any of our product candidates. Accordingly, we cannot assure you that we will be
able to generate sufficient revenue through the sale of our product candidates or any future product candidates to continue our business.

We have had significant and increasing operating expenses and we will require substantial additional financing to achieve our goals, which
we may not be able to obtain when needed and on acceptable terms, or at all. We have a history of losses and may not be able to achieve or
maintain profitability, which could cause our business and operating results to suffer.

We are a clinical-stage specialty biopharmaceutical company with a limited operating history upon which you can evaluate our business
and prospects. We are not profitable and have incurred losses in each year since we commenced operations in August 2010. We have incurred
net losses of $14.0 million and $8.5 million for the three months ended March 31, 2015 and 2014, respectively. As of March 31, 2015, we had
an accumulated deficit of $96.7 million.

22



Edgar Filing: Dermira, Inc. - Form S-1
We have financed our operations primarily through the sale of equity securities and convertible debt securities. Since our inception, most of

our resources have been dedicated to the preclinical and clinical development of our product candidates. The size of our future net losses will
depend, in part,

13

23



Edgar Filing: Dermira, Inc. - Form S-1

Table of Contents

on our future expenses and our ability to generate revenue, if any. Revenue from our current and potential future collaborations is uncertain
because milestones or other contingent payments under our agreements may not be achieved or received.

As of March 31, 2015 and June 30, 2015, we had capital resources consisting of cash and cash equivalents and investments of
$158.1 million and $143.8 million, respectively. We will continue to expend substantial cash resources for the foreseeable future for the clinical
development of our product candidates and development of any other indications and product candidates we may choose to pursue. These
expenditures will include costs associated with research and development, conducting preclinical studies and clinical trials, manufacturing and
supply, as well as marketing and selling any products approved for sale. In particular, our Phase 3 clinical programs for our product candidates
will require substantial funds to complete. We plan to finance the development and commercialization of Cimzia in part through milestone
payments made by UCB under the UCB agreement. In addition, other unanticipated costs may arise. Because the conduct and results of any
clinical trial are highly uncertain, we cannot reasonably estimate the actual amounts necessary to successfully complete the development and
commercialization of our current and any future product candidates.

We believe that the net proceeds from this offering and our existing cash and cash equivalents and investments, together with interest
thereon, will be sufficient to fund our operations through 2017. We have based these estimates, however, on assumptions that may prove to be
wrong, and we could spend our available capital resources much faster than we currently expect or require more capital to fund our operations
than we currently expect. Our currently anticipated expenditures for the development and potential commercialization of our lead product
candidates, Cimzia, DRM04 and DRMOI, exceed the net proceeds from this offering and our existing cash and cash equivalents and
investments. We will need to raise additional capital following this offering to fund our operations and continue to support our planned research
and development and commercialization activities. We have substantial contractual obligations to UCB. For more information about our
collaboration with UCB, see "Business Collaborations and License Agreements Collaboration with UCB" in our 2014 Annual Report, which is
incorporated by reference in this prospectus. In the event we are unable to raise sufficient capital to fund our development and
commercialization obligations to UCB, we will face significant contractual liability.

The amount and timing of our future funding requirements will depend on many factors, including:

the timing, rate of progress and cost of any preclinical and clinical trials and other product development activities for our
current and any future product candidates that we develop, in-license or acquire;

the results of the clinical trials for our product candidates in the United States and any foreign countries;

the timing of, and the costs involved in, FDA approval and any foreign regulatory approval of our product candidates, if at
all;

the number and characteristics of any additional future product candidates we develop or acquire;

our ability to establish and maintain strategic collaborations, licensing, co-promotion or other arrangements and the terms
and timing of such arrangements;

the cost of commercialization activities if our current or any future product candidates are approved for sale, including
manufacturing, marketing, sales and distribution costs;

the degree and rate of market acceptance of any approved products;
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costs under our third-party manufacturing and supply arrangements for our current and any future product candidates and
any products we commercialize;

costs and timing of completion of any additional outsourced commercial manufacturing or supply arrangements that we may
establish;

costs of preparing, filing, prosecuting, maintaining, defending and enforcing any patent claims and other intellectual
property rights associated with our product candidates, including post-grant challenges or opposition to third-party patent

claims;

costs associated with prosecuting or defending any litigation that we may become involved in and any damages payable by
us that result from such litigation;

costs associated with any product recall that could occur;

costs of operating as a public company;

the emergence, approval, availability, perceived advantages, relative cost, relative safety and relative efficacy of alternative
and competing products or treatments;

costs associated with any acquisition or in-license of products and product candidates, technologies or businesses; and

personnel, facilities and equipment requirements.

We cannot be certain that additional funding will be available on acceptable terms, or at all. Our current loan and security agreement
contains negative covenants that restrict our ability to obtain additional debt financing. Any future debt financing into which we enter may
impose upon us covenants that restrict our operations, including limitations on our ability to incur liens or additional debt, pay dividends, redeem
our stock, make certain investments and engage in certain merger, consolidation or asset sale transactions. In addition, we may seek additional
capital due to favorable market conditions or strategic considerations even if we believe that we have sufficient funds for our current or future
operating plans.

In order to fund the development and potential commercialization of our product candidates, we may also need to enter into collaboration
agreements with pharmaceutical and biotechnology companies. Our ability to establish and maintain these collaborations is highly uncertain and
subject to a number of variables. Under these arrangements, we may be responsible for substantial costs in connection with the clinical
development, regulatory approval or the commercialization of a partnered product candidate. Furthermore, the payments we could receive from
our potential collaboration partners may be subject to numerous conditions and may ultimately be insufficient to cover the cost of this
development and commercialization.

If we are unable to raise additional capital when required or on acceptable terms, we may be required to significantly delay, scale back or
discontinue one or more of our product development programs or commercialization efforts, or other aspects of our business plan. In addition,
our ability to achieve profitability or to respond to competitive pressures would be significantly limited.

The UCB agreement requires us to pay substantial development costs in order for UCB to seek approval of Cimzia for the treatment of
moderate-to-severe plaque psoriasis from the FDA, the European Medicines Agency and the Canadian federal department for health. Our
inability to fund our obligations under the UCB agreement would harm our business and operating results.

The UCB agreement requires us to pay all development costs in order for UCB to seek approval of Cimzia for the treatment of
moderate-to-severe plaque psoriasis from the FDA, the European Medicines Agency, or the EMA, as established by Regulation (EC) 2309/93
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amount greater than $75.0 million and less than $95.0 million, with any development costs in excess of this amount to be shared equally by us
and UCB. Delays in the commencement, enrollment and completion of clinical trials, including as a result of regulatory requirements, could
substantially increase our product development costs. We do not know whether our planned clinical trials will begin on time or will be
completed on budget or on schedule, or at all. While UCB is obligated to pay us if certain development and regulatory approval milestones are
met, these milestone payments will not increase even if our development costs increase, so we would be required to bear a greater portion of any
increased costs, which would adversely impact our financial position. The costs associated with product development can increase for a variety
of reasons, including:

the terms of agreements with prospective contract research organizations, or CROs, and trial sites, which can be subject to
extensive negotiation and may vary significantly among different CROs, trial sites and other third-party contractors;

identification and maintenance of a sufficient number of trial sites, many of which may already be engaged in other clinical
trial programs;

withdrawal of clinical trial sites from our clinical trials as a result of changing standards of care or the ineligibility of a site to
participate in our clinical trials;

inability to obtain institutional review board, or IRB, approval to conduct a clinical trial at prospective sites;

increase in the time and expense required to conduct clinical trials due to difficulties in recruiting and enrolling patients to
participate in clinical trials for a variety of reasons, including meeting the enrollment criteria for our study and competition

from other clinical trial programs for the treatment of psoriasis; and

inability to retain patients in clinical trials due to the treatment protocol, length of treatment period, personal issues, side
effects from the therapy or lack of efficacy, particularly for those patients receiving placebo.

In addition, a clinical trial may be suspended or terminated by us, UCB, the FDA, the EMA, Health Canada or other regulatory authorities

due to a number of factors, including:

failure to conduct the clinical trial in accordance with regulatory requirements or our clinical protocols;

failed inspection of the clinical trial operations or trial sites by the FDA, the EMA, Health Canada or other regulatory
authorities;

unforeseen safety issues or any determination that a clinical trial presents unacceptable health risks;

inability to fully enroll clinical trials; and

lack of adequate funding to continue the clinical trial due to unforeseen costs resulting from enrollment delays, requirements
to conduct additional trials and studies, increased expenses associated with the services of our CROs and other third parties
or other reasons.

Clinical drug development for our product candidates is very expensive, time-consuming and uncertain. Our clinical trials may fail to
adequately demonstrate the safety and efficacy of our product candidates, which could prevent or delay regulatory approval and
commercialization.
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outcome is inherently uncertain. Before obtaining regulatory approval for the commercial sale of a product candidate, we must demonstrate
through clinical trials
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that a product candidate is both safe and effective for use in the target indication. Most product candidates that commence clinical trials are
never approved by regulatory authorities for commercialization. Our product candidates are in various stages of development. We expect that
clinical trials for these product candidates will continue for several years, but may take significantly longer than expected to complete. In
addition, we, any partner with which we currently or may in the future collaborate, the FDA, an IRB or other regulatory authorities, including
state and local agencies and counterpart agencies in foreign countries, may suspend, delay, require modifications to or terminate our clinical
trials at any time, for various reasons, including:

discovery of serious or unexpected toxicities or side effects experienced by study participants or other safety issues;

lack of effectiveness of any product candidate during clinical trials or the failure of our product candidates to meet specified
endpoints;

slower than expected rates of subject recruitment and enrollment rates in clinical trials resulting from numerous factors,
including the prevalence of other companies' clinical trials for their product candidates for the same indication, such as

psoriasis, or clinical trials for indications for which patients do not as commonly seek treatment, such as hyperhidrosis;

difficulty in retaining subjects who have initiated a clinical trial but may withdraw at any time due to adverse side effects
from the therapy, insufficient efficacy, fatigue with the clinical trial process or for any other reason;

difficulty in obtaining IRB approval for studies to be conducted at each site;

delays in manufacturing or obtaining, or inability to manufacture or obtain, sufficient quantities of materials for use in
clinical trials;

inadequacy of or changes in our manufacturing process or the product formulation or method of delivery;

changes in applicable laws, regulations and regulatory policies;

delays or failure in reaching agreement on acceptable terms in clinical trial contracts or protocols with prospective CROs,
clinical trial sites and other third-party contractors;

inability to add a sufficient number of clinical trial sites;

uncertainty regarding proper dosing;

failure of our CROs or other third-party contractors to comply with contractual and regulatory requirements or to perform
their services in a timely or acceptable manner;

failure by us, our employees, our CROs or their employees or any partner with which we may collaborate or their employees
to comply with applicable FDA or other regulatory requirements relating to the conduct of clinical trials or the handling,

storage, security and recordkeeping for drug and biologic products;
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failure to design appropriate clinical trial protocols;

inability or unwillingness of medical investigators to follow our clinical protocols;

difficulty in maintaining contact with subjects during or after treatment, which may result in incomplete data; or

insufficient data to support regulatory approval.
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In the case of our topical product candidates, we are seeking to deliver sufficient concentrations of the active pharmaceutical ingredient, or
API, through the skin barrier to the targeted dermal tissue to achieve the intended therapeutic effect. As a result, safety and efficacy can be
difficult to establish. The topical route of administration may involve new dosage forms, which can be difficult to develop and manufacture and
may raise novel regulatory issues and result in development or review delays. For example, the dosage form for DRMO04 is an API-saturated
wipe, and we are not aware of previous FDA approvals of prescription drug wipes.

We or any partner with which we may collaborate may suffer significant setbacks in our clinical trials similar to the experience of a number
of other companies in the pharmaceutical and biotechnology industries, even after receiving promising results in earlier trials. In the event that
we or our potential partners abandon or are delayed in the clinical development efforts related to our product candidates, we may not be able to
execute on our business plan effectively and our business, financial condition, operating results and prospects would be harmed. In particular, for
Cimzia, if we experience delays in the completion of, or if we terminate, clinical trials, our ability to receive development-, regulatory- or
sales-based milestone payments and royalties under the UCB agreement will be reduced, delayed or prevented.

We may be unable to obtain regulatory approval for Cimzia, DRM04, DRMO1 or our early-stage product candidates under applicable
regulatory requirements. The FDA and foreign regulatory bodies have substantial discretion in the approval process, including the ability to
delay, limit or deny approval of product candidates. The delay, limitation or denial of any regulatory approval would adversely impact
commercialization, our potential to generate revenue, our business and our operating results.

We currently have no products approved for sale, and we may never obtain regulatory approval to commercialize any of our current or
future product candidates. The research, testing, manufacturing, safety surveillance, efficacy, quality control, recordkeeping, labeling,
packaging, storage, approval, sale, marketing, distribution, import, export and reporting of safety and other post-market information related to
our drug products are subject to extensive regulation by the FDA and other regulatory authorities in the United States and in foreign countries,
and such regulations differ from country to country. We are not permitted to market any of our current product candidates in the United States
until we receive approval of a new drug application, or NDA, or biologics license application, or BLA, or other applicable regulatory filing from
the FDA. We are also not permitted to market any of our current product candidates in any foreign countries until we receive the requisite
approval from the applicable regulatory authorities of such countries.

To gain approval to market a biologic product such as Cimzia or a new drug such as DRM04 or DRMO1, the FDA and foreign regulatory
authorities must receive preclinical, clinical and chemistry, manufacturing and controls data that adequately demonstrate the safety, purity,
potency, efficacy and compliant manufacturing of the product for the intended indication applied for in an NDA, BLA or other applicable
regulatory filing. The development and approval of biologic and new drug products involves a long, expensive and uncertain process, and delay
or failure can occur at any stage. A number of companies in the pharmaceutical and biopharmaceutical industry have suffered significant
setbacks in clinical trials, including in Phase 3 clinical development, even after promising results in earlier preclinical studies or clinical trials.
These setbacks have been caused by, among other things, findings made while clinical trials were underway and safety or efficacy observations
made in clinical trials, including previously unreported adverse events. Success in preclinical testing and early clinical trials does not ensure that
later clinical trials will be successful, and the results of clinical trials by other parties may not be indicative of the results in trials we or our
partners may conduct. For example, in the Phase 2 clinical trial for Cimzia in moderate-to-severe plaque psoriasis, a six-point physical global
assessment, or PGA, scale was used, and in our Phase 3 clinical trials, we are using a five-point PGA scale similar to the scale that was used to
support the approval of Cosentyx. As a result, data from our
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Phase 2 clinical trial may not accurately predict Phase 3 results. In addition, for DRMO4, the results of our Phase 2a and Phase 2b clinical trials
may not accurately predict results in our Phase 3 clinical trials that will have larger numbers of patients. Even for a drug such as Cimzia that has
been approved for multiple indications, regulatory review processes are lengthy and uncertain.

The FDA and foreign regulatory bodies have substantial discretion in the drug approval process, including the ability to delay, limit or deny
approval of product candidates for many reasons, including:

the FDA or the applicable foreign regulatory body may disagree with the design or implementation of one or more clinical
trials;

the FDA or the applicable foreign regulatory body may not deem a product candidate safe and effective for its proposed
indication, or may deem a product candidate's safety or other perceived risks to outweigh its clinical or other benefits;

the FDA or the applicable foreign regulatory body may not find the data from preclinical studies and clinical trials, including
the number of subjects in the safety database, sufficient to support approval, or the results of clinical trials may not meet the

level of statistical or clinical significance required by the FDA or the applicable foreign regulatory body for approval;

the FDA or the applicable foreign regulatory body may disagree with our interpretation of data from preclinical studies or
clinical trials performed by us or third parties, or with the interpretation of any partner with which we may collaborate;

the data collected from clinical trials may not be sufficient to support the submission of an NDA, BLA or other applicable
regulatory filing;

the FDA or the applicable foreign regulatory body may require additional preclinical studies or clinical trials;

the FDA or the applicable foreign regulatory agency may identify deficiencies in the formulation, manufacturing, quality
control, labeling or specifications of our current or future product candidates;

the FDA or the applicable foreign regulatory agency may require clinical trials in pediatric patients in order to establish
pharmacokinetics or safety for this more drug-sensitive population;

the FDA or the applicable foreign regulatory agency may grant approval contingent on the performance of costly additional
post-approval clinical trials;

the FDA or the applicable foreign regulatory agency also may approve our current or any future product candidates for a
more limited indication or a narrower patient population than we originally requested;

the FDA or applicable foreign regulatory agency may not approve the labeling that we believe is necessary or desirable for
the successful commercialization of our product candidates;

the FDA or the applicable foreign regulatory body may not approve of the manufacturing processes, controls or facilities of
third-party manufacturers or testing labs with which we contract;
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the FDA or the applicable foreign regulatory body may not approve or grant marketing clearance of a device intended to be
used in combination with our product candidates, such as an auto-injector with Cimzia or light source with DRMOS; or

the FDA or the applicable foreign regulatory body may change its approval policies or adopt new regulations in a manner
rendering our clinical data or regulatory filings insufficient for approval.
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Of the large number of drugs, including biologics, in development, only a small percentage successfully complete the FDA or other
regulatory approval processes and are commercialized. For example, the FDA may not agree with our Phase 3 clinical trial protocols for Cimzia.
In addition, our product candidates may not be approved by the FDA or applicable foreign regulatory agencies even though they meet specified
endpoints in our clinical trials. The FDA or applicable foreign regulatory agencies may ask us to conduct additional costly and time-consuming
clinical trials in order to obtain marketing approval or approval to enter into an advanced phase of development, or may change the requirements
for approval even after such agency has reviewed and commented on the design for the clinical trials. In our collaboration with UCB, we are
required to pursue development in support of UCB seeking approval from each of the FDA, the EMA and Health Canada, although we have the
right to abandon pursuit of regulatory approval in Canada. If UCB is unable to obtain and retain regulatory approval for the marketing of Cimzia
for psoriasis, we could lose our ability to receive royalties and regulatory- and sales-based milestone payments, which would adversely affect
our financial position and business.

Any delay in obtaining, or inability to obtain, applicable regulatory approval for any of our product candidates would delay or prevent
commercialization of our product candidates and would harm our business, financial condition, operating results and prospects.

UCB substantially controls the governance of our collaboration, and may make decisions regarding product development, regulatory
strategy and commercialization that may not be in our best interests.

To oversee the parties' activities in the collaboration, the UCB agreement provides for the establishment of a joint steering committee, joint
development team, joint development committee, joint commercialization team and joint commercialization committee on which we each have
representation, and while the parties have agreed to make committee decisions by consensus, UCB has final decision-making authority for the
overall regulatory, development and commercialization strategy for Cimzia, market access activities, pricing and reimbursement activities,
promotion, distribution, packaging, sales and safety and pharmacovigilance.

In exercising its final decision-making authority, UCB may make decisions regarding product development or regulatory strategy based on
its determination of how to best preserve and extend regulatory approvals for Cimzia in indications other than psoriasis, which may delay or
prevent achieving regulatory approval for Cimzia for the treatment of psoriasis.

If Cimzia does receive regulatory approval for the treatment of psoriasis in the United States or Canada, UCB could use its final
decision-making authority to direct our market access, promotional or medical affairs activities to dermatologists in ways that would adversely
impact sales attributable to dermatologists, including due to a concern that such activities could adversely impact sales of Cimzia attributable to
physicians other than dermatologists, for which UCB is not required to pay us royalties or milestone payments. If such limitations resulted in
reduced sales of Cimzia to dermatologists, the royalties and sales-based milestone payments we could receive under the UCB agreement would
be adversely affected, negatively impacting our financial performance.

We have never completed a Phase 3 clinical trial, and may be unable to successfully do so for any of our product candidates.

The conduct of a Phase 3 clinical trial is a complicated process. Although our employees have conducted Phase 3 clinical trials in the past
while employed at other companies, we as a company have not completed a Phase 3 clinical trial, and as a result may require more time and
incur greater costs than we anticipate. For example, we commenced the Phase 3 clinical program for Cimzia in December 2014 and intend to
commence Phase 3 clinical trials for DRMO04 in the second half of 2015. Failure to commence or complete, or delays in, our planned Phase 3
clinical trials would prevent us from or delay
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us in obtaining regulatory approval of and commercializing our product candidates and could prevent us from or delay us in receiving
development- or regulatory-based milestone payments and commercializing Cimzia for the treatment of psoriasis and DRMO04 for hyperhidrosis,
which would adversely impact our financial performance.

Even if our current product candidates or any future product candidates obtain regulatory approval, they may fail to achieve the broad
degree of physician and patient adoption and use necessary for commercial success.

The commercial success of any of our current or future product candidates, if approved, will depend significantly on the broad adoption and
use of the resulting product by physicians and patients for approved indications. Our product candidates may not be commercially successful.
The degree and rate of physician and patient adoption of our current or future product candidates, if approved, will depend on a number of
factors, including:

the clinical indications for which the product is approved and patient demand for approved products that treat those
indications;

the effectiveness of our product as compared to other available therapies;

the availability of coverage and adequate reimbursement from managed care plans and other healthcare payors for any of our
product candidates that may be approved;

the cost of treatment with our product candidates in relation to alternative treatments and willingness to pay for the product,
if approved, on the part of patients;

acceptance by physicians, major operators of clinics and patients of the product as a safe and effective treatment;

physician and patient willingness to adopt a new therapy over other available therapies to treat approved indications;

in the case of hyperhidrosis, patients' perception of the condition as one for which medical treatment may be appropriate and
a prescription therapy may be available;

overcoming any biases physicians or patients may have toward particular therapies for the treatment of approved indications;

proper training and administration of our product candidates by physicians and medical staff;

patient satisfaction with the results and administration of our product candidates and overall treatment experience;

the willingness of patients to pay for certain of our product candidates relative to other discretionary items, especially during
economically challenging times;

the revenue and profitability that our product candidate may offer a physician as compared to alternative therapies;
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the prevalence and severity of side effects;

limitations or warnings contained in the FDA-approved labeling for our product candidates;

any FDA requirement to undertake a risk evaluation and mitigation strategy, or REMS;

the effectiveness of our sales, marketing and distribution efforts;

adverse publicity about our product candidates or favorable publicity about competitive products; and

potential product liability claims.
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If any of our current or future product candidates are approved for use but fail to achieve the broad degree of physician and patient adoption
necessary for commercial success, our operating results and financial condition will be adversely affected, which may delay, prevent or limit our
ability to generate revenue and continue our business.

Enbrel, Humira and Stelara, injectable biologics for the treatment of moderate-to-severe plaque psoriasis, achieved aggregate worldwide
sales of $5.1 billion in 2013 and we are uncertain whether this market, including off-label use of other injectable biologics for the treatment of
psoriasis, has peaked or may still grow and whether we could displace any existing market share if Cimzia is approved for the treatment of
moderate-to-severe plaque psoriasis. In particular, Cimzia's administration schedule may not be perceived as advantageous and its theoretical
advantages may not lead to a perception of Cimzia being safer or comparably effective to Humira or Enbrel. Even if approved for
moderate-to-severe plaque psoriasis, we may not be able to utilize directly comparative head-to-head data on the clinical performance of Cimzia
relative to other TNF inhibitors or biologics in our marketing materials and may not be able to promote any theoretical advantages that are not in
our approved product labeling.

Our product candidates, if approved, will face significant competition and our failure to effectively compete may prevent us from achieving
significant market penetration.

The pharmaceutical industry is characterized by rapidly advancing technologies, intense competition and a strong emphasis on developing
proprietary therapeutics. Numerous companies are engaged in the development, patenting, manufacturing and marketing of health care products
competitive with those that we are developing. We face competition from a number of sources, such as pharmaceutical companies, generic drug
companies, biotechnology companies and academic and research institutions, many of which have greater financial resources, marketing
capabilities, sales forces, manufacturing capabilities, research and development capabilities, clinical trial expertise, intellectual property
portfolios, experience in obtaining patents and regulatory approvals for product candidates and other resources than we do. Some of the
companies that offer competing products also have a broad range of other product offerings, large direct sales forces and long-term customer
relationships with our target physicians, which could inhibit our market penetration efforts. In addition, certain of our product candidates, if
approved, may compete with other dermatological products, including over-the-counter treatments, for a share of some patients' discretionary
budgets and for physicians' attention within their clinical practices.

Many pharmaceutical companies currently offer products, and continue to develop additional alternative product candidates and
technologies, for indications similar to those targeted by our product candidates, including AbbVie Inc., Allergan plc, Amgen Inc., Anacor
Pharmaceuticals, Inc., Anterios, Inc., Astellas Pharma US, Inc., Bayer HealthCare AG (formerly Intendis, Inc.), Brickell Biotech, Inc., Celgene
International, Eisai Co., Ltd., Galderma S.A., GlaxoSmithKline LLC, or GSK, Janssen Biotech, Inc., Johnson & Johnson, LEO Pharma A/S, Eli
Lilly and Company, Maruho Co., Ltd., Merck & Co., Inc., Miramar Labs, Inc., Mitsubishi Tanabe Pharma Corporation, Mylan Inc., Novartis
International AG, Pfizer Inc., Regeneron Pharmaceuticals, Inc., Revance Therapeutics, Inc., Takeda Pharmaceutical Company Limited, Teva
Pharmaceutical Industries Ltd. and Valeant Pharmaceuticals International. The markets for dermatological therapies are competitive and are
characterized by significant technological development and new product introduction. We anticipate that, if we obtain regulatory approval of our
product candidates, we will face significant competition from other approved therapies. If approved, our product candidates may also compete
with unregulated, unapproved and off-label treatments. Certain of our product candidates, if approved, will present novel therapeutic approaches
for the approved indications and will have to compete with existing therapies, some of which are widely known and accepted by physicians and
patients. To compete successfully in this market, we will have to demonstrate that the relative cost, safety and efficacy of our approved products,
if any, provide an attractive alternative to existing and other new
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therapies. Such competition could lead to reduced market share for our product candidates and contribute to downward pressure on the pricing of
our product candidates, which could harm our business, financial condition, operating results and prospects. For more information about the
competition we face, see "Business Competition" in our 2014 Annual Report, which is incorporated by reference in this prospectus.

Due to less stringent regulatory requirements in certain foreign countries, there are many more dermatological products and procedures
available for use in those international markets than are approved for use in the United States. In certain international markets, there are also
fewer limitations on the claims that our competitors can make about the effectiveness of their products and the manner in which they can market
them. As a result, we expect to face more competition in these markets than in the United States.

Cimgzia faces intense competition and most of our competitors have significantly greater resources than we do.

If approved for the treatment of psoriasis, Cimzia will face direct competition from numerous other injectable products such as Cosentyx,
Enbrel, Humira, Remicade and Stelara, and the existence of these products may limit the market size for Cimzia. In addition, Cimzia will
compete against oral systemic treatments for psoriasis, which include acitretin, apremilast, methotrexate and cyclosporine, and against a number
of approved topical treatments for psoriasis, including branded drugs and generic versions where available. There are a number of other
treatments used for psoriasis, including light-based treatments, topical corticosteroids and non-prescription topical treatments. Certain alternative
treatments offered by competitors may be available at lower prices and may offer greater efficacy or better safety profiles.

Additional products and treatments, including numerous injectable biological products currently in clinical trials, may also receive
regulatory approval in one or more territories in which we compete, and these existing and new products may be more effective, more widely
used and less costly than ours, which may reduce the sales on which we receive royalties and sales-based milestone payments under the UCB
agreement. Even if a generic product or an over-the-counter product is less effective than our product candidates, a less effective generic or
over-the-counter product may be more quickly adopted by health insurers, physicians and patients than our competing product candidates based
upon cost or convenience.

Cimzia may face competition from biosimilars, which may have an adverse impact on future sales.

Even if Cimzia for the treatment of psoriasis achieves regulatory approval, we may face competition from biosimilars. In the United States,
the Biologics Price Competition and Innovation Act of 2009, or BPCIA, created an abbreviated approval pathway for biological products that
are demonstrated to be "highly similar,"” or "biosimilar," to or "interchangeable" with an FDA-approved biological product. This new pathway
could allow competitors to reference the FDA's prior determinations regarding innovative biological products and to obtain approval of a
biosimilar application 12 years after the time of approval of the innovative biological product. The 12-year exclusivity period runs from the
initial approval of the innovator product and not from approval of a new indication. In addition, the 12-year exclusivity period does not prevent
another company from developing a product that is highly similar to the innovative product, generating all the data necessary for a full BLA and
seeking approval. Exclusivity only assures that another company cannot rely on the FDA's prior determinations in approving a BLA for an
innovator's biological product to support the biosimilar product's approval. Further, under the FDA's current interpretation, it is possible that a
biosimilar applicant could obtain approval for one or more of the indications approved for the innovator product by extrapolating clinical data
from one indication to support approval for the other indications. In his proposed budget for fiscal year 2014, President Obama proposed to
reduce this 12-year period of exclusivity to seven years and proposed to prohibit additional periods of exclusivity
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due to minor changes in product formulations, a practice often referred to as "evergreening." It is possible that Congress may take these or other
measures to reduce or eliminate periods of exclusivity. The BPCIA is complex and only beginning to be interpreted and implemented by the
FDA. As a result, its ultimate impact, implementation and meaning are subject to uncertainty. While it is uncertain when any such processes may
be fully adopted by the FDA, any such processes could have an adverse effect on the future commercial prospects for Cimzia. If competitors are
able to obtain marketing approval for biosimilars referencing Cimzia or other branded biologic products against which Cimzia competes, Cimzia
may become subject to competition from such biosimilars. Such competition could lead to off-label use of the biosimilar for psoriasis or reduced
market share and contribute to downward pressure on pricing and reduced profit margins.

We expect to face generic competition for our product candidates, which could adversely affect our business, financial condition, operating
results and prospects.

Upon the expiration or loss of any patent protection for any of our product candidates that are approved, or upon the "at-risk" launch,
despite pending patent infringement litigation against the generic product, by a generic competitor of a generic version of any of our product
candidates that are approved, which may be sold at significantly lower prices than our approved product candidates, we could lose a significant
portion of sales of that product in a short period of time, which would adversely affect our business, financial condition, operating results and
prospects. In particular, our DRMO04 product candidate faces competition from currently marketed generic oral and compounded topical
anticholinergic agents. In addition, we may be subject to additional competition from third parties pursuing topical formulations of other
anticholinergic agents for hyperhidrosis.

Use of subjective assessments of efficacy by patients, including patient-reported outcome assessments, or PROs, in our DRM04 clinical trials
may delay the development of DRMO04 or increase our development costs.

Due to the difficulty of objectively measuring the symptoms of hyperhidrosis, subjective assessments of efficacy by patients are expected to
have an important role in the development and regulatory approval of our DRM04 product candidate. Subjective assessments, such as PROs,
involve patients' subjective assessments of efficacy, and this subjectivity increases the uncertainty of determining clinical endpoints. Such
assessments can be influenced by factors outside of our control, and can vary widely from day to day for a particular patient, from patient to
patient and from site to site within a clinical trial. Furthermore, we have used an existing tool, the Hyperhidrosis Disease Severity Scale, or
HDSS, and a new PRO in our Phase 2 clinical program to assess efficacy in a subjective manner. We may use one or both tools, along with an
objective measure, sweat production, to assess efficacy in our planned Phase 3 clinical program for DRM04. The FDA may not agree with our
endpoints, potentially making additional clinical trials necessary which would delay the development of DRM04 and increase our costs.

Any product candidates that we commercialize, or that any partner with which we may collaborate commercializes, will be subject to ongoing
and continued regulatory review.

Even after we or our partners achieve U.S. regulatory approval for a product candidate, if any, we or our partners will be subject to
continued regulatory review and compliance obligations. For example, with respect to our product candidates, the FDA may impose significant
restrictions on the approved indicated uses for which the product may be marketed or on the conditions of approval. A product candidate's
approval may contain requirements for potentially costly post-approval studies and surveillance, including Phase 4 clinical trials or other REMS,
to monitor the safety and efficacy of the product. We will also be subject to ongoing FDA obligations and continued regulatory review with
respect to, among other things, the manufacturing, processing, labeling, packaging, distribution, adverse event reporting, storage, advertising,
promotion and recordkeeping for our product candidates. These
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requirements include submissions of safety and other post-marketing information and reports, registration, as well as continued compliance with
c¢GMP requirements and with the FDA's good clinical practice, or GCP, requirements and good laboratory practice, or GLP, requirements, which
are regulations and guidelines enforced by the FDA for all of our product candidates in clinical and preclinical development, and for any clinical
trials that we conduct post-approval. To the extent that a product candidate is approved for sale in other countries, we may be subject to similar
restrictions and requirements imposed by laws and government regulators in those countries.

In addition, manufacturers of drug and biologic products and their facilities are subject to continual review and periodic inspections by the
FDA and other regulatory authorities for compliance with cGMP regulations. If we or a regulatory agency discovers previously unknown
problems with a product, such as adverse events of unanticipated severity or frequency, or problems with the facility where, or processes by
which, the product is manufactured, a regulatory agency may impose restrictions on that product or us, including requesting that we initiate a
product recall, or requiring notice to physicians, withdrawal of the product from the market or suspension of manufacturing.

If we, our product candidates or the manufacturing facilities for our product candidates fail to comply with applicable regulatory
requirements, a regulatory agency may:

impose restrictions on the marketing or manufacturing of the product, suspend or withdraw product approvals or revoke
necessary licenses;

mandate modifications to promotional materials or require us to provide corrective information to healthcare practitioners;

require us or our partners to enter into a consent decree, which can include imposition of various fines, reimbursements for
inspection costs, required due dates for specific actions and penalties for noncompliance;

issue warning letters, show cause notices or untitled letters describing alleged violations, which may be publicly available;

commence criminal investigations and prosecutions;

impose injunctions, suspensions or revocations of necessary approvals or other licenses;

impose other civil or criminal penalties;

suspend any ongoing clinical trials;

delay or refuse to approve pending applications or supplements to approved applications filed by us or our potential partners;

refuse to permit drugs or precursor chemicals to be imported or exported to or from the United States;

suspend or impose restrictions on operations, including costly new manufacturing requirements; or

seize or detain products or require us or our partners to initiate a product recall.

The regulations, policies or guidance of the FDA and other applicable government agencies may change and new or additional statutes or
government regulations may be enacted that could prevent or delay regulatory approval of our product candidates or further restrict or regulate
post-approval activities. We cannot predict the likelihood, nature or extent of adverse government regulation that may arise from future
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product candidates, which would adversely affect our ability to generate revenue and achieve or maintain profitability.

We have conducted, are conducting and may in the future conduct clinical trials for our product candidates outside the United States and the
FDA and applicable foreign regulatory authorities may not accept data from such trials.

We have conducted, are conducting and may in the future choose to conduct, one or more of our clinical trials outside the United States,
including in Canada and Europe. For example, in December 2014, we commenced our Phase 3 clinical program for Cimzia in multiple
countries. Although the FDA or applicable foreign regulatory authority may accept data from clinical trials conducted outside the United States
or the applicable jurisdiction, acceptance of such study data by the FDA or applicable foreign regulatory authority may be subject to certain
conditions. Where data from foreign clinical trials are intended to serve as the basis for marketing approval in the United States, the FDA will
not approve the application on the basis of foreign data alone unless those data are applicable to the U.S. population and U.S. medical practice;
the studies were performed by clinical investigators of recognized competence; and the data are considered valid without the need for an on-site
inspection by the FDA or, if the FDA considers such an inspection to be necessary, the FDA is able to validate the data through an on-site
inspection or other appropriate means. Many foreign regulatory bodies have similar requirements. In addition, such foreign studies would be
subject to the applicable local laws of the foreign jurisdictions where the studies are conducted. There can be no assurance the FDA or applicable
foreign regulatory authority will accept data from trials conducted outside of the United States or the applicable jurisdiction. If the FDA or
applicable foreign regulatory authority does not accept such data, it would likely result in the need for additional trials, which would be costly
and time-consuming and delay aspects of our business plan.

Our product candidates may cause undesirable side effects or have other unexpected properties that could delay or prevent their regulatory
approval, limit the commercial profile of an approved label or result in post-approval regulatory action.

Unforeseen side effects from any of our product candidates could arise either during clinical development or, if approved, after the
approved product has been marketed. Undesirable side effects caused by product candidates could cause us, any partners with which we may
collaborate or regulatory authorities to interrupt, modify, delay or halt clinical trials and could result in a more restrictive label or the delay or
denial of regulatory approval by the FDA or comparable foreign authorities. For example, if we obtain regulatory approval for Cimzia for the
treatment of moderate-to-severe plaque psoriasis, we expect that regulatory authorities will require us to include the same box warning regarding
increased risk of serious infections that may lead to hospitalization or death and a potential association with increased cancer risk in TNF
inhibitors, of which Cimzia is one, that is currently included in labeling for Cimzia for the treatment of other indications. Results of clinical trials
could reveal a high and unacceptable severity and prevalence of side effects. In such an event, trials could be suspended or terminated and the
FDA or comparable foreign regulatory authorities could order us, or our potential partners, to cease further development of or deny approval of
product candidates for any or all targeted indications. The drug-related side effects could affect patient recruitment or the ability of enrolled
patients to complete the trial or result in product liability claims. Any of these occurrences may harm our business, financial condition, operating
results and prospects.

Additionally, if we or others identify undesirable side effects, or other previously unknown problems, caused by our product candidates
after obtaining U.S. or foreign regulatory approval or other products with the same or related active ingredients, a number of potentially negative
consequences could result, including:

regulatory authorities may withdraw their approval of the product;
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regulatory authorities may require a recall of the product or we or our potential partners may voluntarily recall a product;

regulatory authorities may require the addition of warnings or contraindications in the product labeling, narrowing of the
indication in the product label or field alerts to physicians and pharmacies;

we may be required to create a medication guide outlining the risks of such side effects for distribution to patients or institute
a REMS;

we may have limitations on how we promote the product;

we may be required to change the way the product is administered or modify the product in some other ways;

the FDA or applicable foreign regulatory authority may require additional clinical trials or costly post-marketing testing and
surveillance to monitor the safety or efficacy of the product;

sales of the product may decrease significantly;

we could be sued and held liable for harm caused to patients; and

our brand and reputation may suffer.

Any of the above events resulting from undesirable side effects or other previously unknown problems could prevent us or our potential
partners from achieving or maintaining market acceptance of the affected product candidate and could substantially increase the costs of
commercializing our product candidates.

We may face product liability exposure, and if successful claims are brought against us, we may incur substantial liability if our insurance
coverage for those claims is inadequate.

We face an inherent risk of product liability as a result of the clinical testing of our product candidates and will face an even greater risk if
we commercialize any products. This risk exists even if a product is approved for commercial sale by the FDA and manufactured in facilities
licensed and regulated by the FDA or an applicable foreign regulatory authority. Our products and product candidates are designed to affect
important bodily functions and processes. Any side effects, manufacturing defects, misuse or abuse associated with our product candidates could
result in injury to a patient or even death. We cannot offer any assurance that we will not face product liability suits in the future, nor can we
assure you that our insurance coverage will be sufficient to cover our liability under any such cases.

In addition, a liability claim may be brought against us even if our product candidates merely appear to have caused an injury. Product
liability claims may be brought against us by consumers, health care providers, pharmaceutical companies or others selling or otherwise coming
into contact with our product candidates, among others. If we cannot successfully defend ourselves against product liability claims we will incur
substantial liabilities and reputational harm. In addition, regardless of merit or eventual outcome, product liability claims may result in:

withdrawal of clinical trial participants;

decreased enrollment rates of clinical trial participants;
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the inability to commercialize our product candidates;

decreased demand for our product candidates;
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impairment of our business reputation;

product recall or withdrawal from the market or labeling, marketing or promotional restrictions;

substantial costs of any related litigation or similar disputes;

distraction of management's attention and other resources from our primary business;

substantial monetary awards to patients or other claimants against us that may not be covered by insurance; or

loss of revenue.

We have obtained product liability insurance coverage for clinical trials. Large judgments have been awarded in class action or individual
lawsuits based on drugs that had unanticipated side effects. Our insurance coverage may not be sufficient to cover all of our product liability
related expenses or losses and may not cover us for any expenses or losses we may suffer. Moreover, insurance coverage is becoming
increasingly expensive, and, in the future, we may not be able to maintain insurance coverage at a reasonable cost, in sufficient amounts or upon
adequate terms to protect us against losses due to product liability. We will need to increase our product liability coverage if any of our product
candidates receive regulatory approval, which will be costly, and we may be unable to obtain this increased product liability insurance on
commercially reasonable terms, or at all. A successful product liability claim or series of claims brought against us could cause our stock price to
decline and, if judgments exceed our insurance coverage, could decrease our cash and could harm our business, financial condition, operating
results and prospects.

If any of our product candidates are approved for marketing and we are found to have improperly promoted off-label uses, or if physicians
misuse our products or use our products off-label, we may become subject to prohibitions on the sale or marketing of our products, product
liability claims and significant fines, penalties and sanctions, and our brand and reputation could be harmed.

The FDA and other regulatory agencies strictly regulate the marketing and promotional claims that are made about drug and biologic
products. In particular, a product may not be promoted for uses or indications that are not approved by the FDA or such other regulatory
agencies as reflected in the product's approved labeling and comparative safety or efficacy claims cannot be made without direct comparative
clinical data. For example, if Cimzia is approved for use in the United States for the treatment of moderate-to-severe plaque psoriasis, due to the
design of our Phase 3 clinical trial comparing Cimzia to Enbrel, the prescribing information may not include data comparing the clinical
performance of Cimzia and Enbrel and we may not be able to utilize directly comparative head-to-head data on the clinical performance of
Cimzia to Enbrel in our marketing materials. Similarly, although our DRMO04 product candidate, if approved, may appeal to individuals who
have not been diagnosed with hyperhidrosis, we will only be able to promote DRMO04 for its approved indication. If we are found to have
promoted off-label uses of any of our product candidates, we may receive warning or untitled letters and become subject to significant liability,
which would materially harm our business. Both federal and state governments have levied large civil and criminal fines against companies for
alleged improper promotion and have enjoined several companies from engaging in off-label promotion. If we become the target of such an
investigation or prosecution based on our marketing and promotional practices, we could face similar sanctions, which would materially harm
our business. In addition, management's attention could be diverted from our business operations, significant legal expenses could be incurred
and our brand and reputation could be damaged. The FDA has also requested that companies enter into consent decrees or permanent injunctions
under which specified promotional conduct is changed or curtailed. If we are deemed by the FDA to have engaged in the promotion of our
products for off-label use, we could be subject to FDA regulatory or enforcement actions, including the issuance of an untitled letter, a warning
letter, injunction, seizure, civil fine or
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criminal penalties. It is also possible that other federal, state or foreign enforcement authorities might take action if they consider our business
activities constitute promotion of an off-label use, which could result in significant penalties, including criminal, civil or administrative
penalties, damages, fines, disgorgement, exclusion from participation in government healthcare programs and the curtailment or restructuring of
our operations.

We cannot, however, prevent a physician from using our product candidates outside of those indications for use when in the physician's
independent professional medical judgment he or she deems appropriate. Physicians may also misuse our product candidates or use improper
techniques, potentially leading to adverse results, side effects or injury, which may lead to product liability claims. If our product candidates are
misused or used with improper technique, we may become subject to costly litigation by physicians or their patients. Furthermore, the use of our
product candidates for indications other than those approved by the FDA may not effectively treat such conditions, which could harm our
reputation among physicians and patients.

We may choose not to continue developing or commercializing any of our product candidates other than Cimzia at any time during
development or after approval, which would reduce or eliminate our potential return on investment for those product candidates.

At any time, we may decide to discontinue the development of any of our product candidates other than Cimzia or not to continue
commercializing one or more of our approved product candidates other than Cimzia for a variety of reasons, including the appearance of new
technologies that make our product obsolete, competition from a competing product or changes in or failure to comply with applicable
regulatory requirements. If we terminate a program in which we have invested significant resources, we will not receive any return on our
investment and we will have missed the opportunity to have allocated those resources to potentially more productive uses. We are, however,
required to develop and commercialize Cimzia in accordance with our obligations to UCB regardless of our potential return on our investment
with respect to Cimzia.

We or our current and prospective partners may be subject to product recalls in the future that could harm our brand and reputation and
could negatively affect our business.

We or our current and prospective partners may be subject to product recalls, withdrawals or seizures if any of our product candidates, if
approved for marketing, fail to meet specifications or are believed to cause injury or illness or if we are alleged to have violated governmental
regulations including those related to the manufacture, labeling, promotion, sale or distribution. Any recall, withdrawal or seizure in the future
could materially and adversely affect consumer confidence in our brands and lead to decreased demand for our approved products. In addition, a
recall, withdrawal or seizure of any of our approved products would require significant management attention, would likely result in substantial
and unexpected expenditures and would harm our business, financial condition and operating results.

If the FDA does not conclude that certain of our product candidates satisfy the requirements under Section 505(b)(2) of the Federal Food,
Drug, and Cosmetic Act, or Section 505(b)(2), or if the requirements for such product candidates under Section 505(b)(2) are not as we
expect, the approval pathway for those product candidates will likely take significantly longer, cost significantly more and entail significantly
greater complications and risks than anticipated, and in either case may not be successful.

We are currently developing one product candidate, DRM04, for which we intend to seek FDA approval through the Section 505(b)(2)
regulatory pathway. DRMO04 is a topical formulation of a novel form of an anticholinergic agent that has been approved for systemic
administration in other indications. The Drug Price Competition and Patent Term Restoration Act of 1984, also known as the Hatch-Waxman
Amendments, added Section 505(b)(2) to the Federal Food, Drug, and Cosmetic Act.
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Section 505(b)(2) permits the submission of an NDA where at least some of the information required for approval comes from studies that were
not conducted by or for the applicant, and for which the applicant has not received a right of reference. Reliance on safety findings made by the
FDA in approving the anticholinergic agent we intend to reference in our NDA could expedite the development program for our product
candidates by potentially decreasing the amount of preclinical or clinical data that we would need to generate in order to obtain FDA approval.
DRMO04 differs from the approved product we intend to reference in chemical structure, route of administration, dosage form and indication and,
if we are unable to demonstrate an acceptable clinical bridge through comparative pharmacokinetic data between DRMO04 and the approved
product, the FDA may not permit us to use the Section 502(b)(2) pathway for regulatory approval. If the FDA does not allow us to pursue the
Section 505(b)(2) regulatory pathway as anticipated, or if the Section 505(b)(2) regulatory pathway fails to significantly decrease the amount of
testing we must conduct, we may need to conduct additional preclinical or clinical trials, provide additional data and information and meet
additional standards for regulatory approval. If this were to occur, the time and financial resources required to obtain FDA approval for DRM04,
or any other product candidate for which we seek approval pursuant to the Section 505(b)(2) regulatory pathway in the future, and complications
and risks associated with these product candidates, would likely substantially increase. Moreover, inability to pursue the Section 505(b)(2)
regulatory pathway could result in new competitive products reaching the market more quickly than our product candidates, which would likely
harm our competitive position and prospects. Even if we are allowed to pursue the Section 505(b)(2) regulatory pathway, we cannot assure you
that our product candidates will receive the requisite approvals for commercialization.

In addition, notwithstanding the approval of a number of products by the FDA under Section 505(b)(2) over the last few years, certain
competitors and others have objected to the FDA's interpretation of Section 505(b)(2). If the FDA's interpretation of Section 505(b)(2) is
successfully challenged, the FDA may be required to change its Section 505(b)(2) policies and practices, which could delay or even prevent the
FDA from approving any NDA that we submit under Section 505(b)(2). In addition, the pharmaceutical industry is highly competitive, and
Section 505(b)(2) NDAs are subject to special requirements designed to protect the patent rights of sponsors of previously approved drugs that
are referenced in a Section 505(b)(2) NDA. These requirements may give rise to patent litigation and mandatory delays in approval of our NDAs
for up to 30 months depending on the outcome of any litigation. It is not uncommon for a manufacturer of an approved referenced product to
file a citizen petition with the FDA seeking to delay approval of, or impose additional approval requirements for, pending competing products. If
successful, such petitions can significantly delay, or even prevent, the approval of the new product. However, even if the FDA ultimately denies
such a p