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MEDICINOVA, INC.

CONSOLIDATED BALANCE SHEETS

Dcecember 31,

2015

2014

Assets:
Current assets:
Cash and cash equivalents 3 22,076,749 $ 11,669,435
Prepaid expense and other current assets 649,457 463,486
Total cutient assets 22726206 12132921
Goodwill 9 600,240 9,600,241
In-process research and development 4 800,000 4,800,000
Investment in joint venture 650470 684,789
Preperty and equipment, net 20,430 44.844
Other long-term assets 108,977 10,699
Total assets $ 37906323 $ 27.273.494
Liabilitics and Stockholders’ Equity
Current liabilities:
Accounts payable 3 170,786 hy 461,970
Accrued liabilities 1,319,720 1,132,024
Total current liabilities 1.490.506 1.593.994
Long-term deferred rent and lease Liability 12,680 18,748
Deferred tax liability 1.956 000 1,956,000
Long-term deferred revenue 1,694,163 1.694.163
Total liabilities 5,153,349 5.262,905
Commitments and contingencies
Stockhelders™ equity:
Preferred stock, $0.01 par value; 3,000,000 shares authorized at December 31, 2015
and 20014; 220,000 share: ued and outstanding at December 31, 2015 and 2014 2200 2.200
Commen stock, $0.001 par value; 100,000,000 shares authorized at December 31,
2015 and 2014; 29,956,495 and 24,436,317 shares issued and outstanding at
December 31, 2015 and 2014, respectively 29,957 24,437
Additional paid-in capital 352,250,667 332,666,935
Accumulated other comprehensive loss (102,765) (100,977}
Accumulated deficit (319.427,085) (310,582.006)
Total stockholders’ equity 32752974 22010589
Total liabilities and stockholders” equity 3 37,906,323 $ 27,273,494

See accompanying notes to consolidated financial statements.
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MEDICINOVA, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

Years ended December 31,

2015 2014

Operating expenses:

Research, development and patent 3 3,017,169 h 3,259,694

General and administrative 5805217 5963317
Total operating expenses 8.822386 9223011
Operating loss (8.822386) (9.223.011)
Other expense (54,206) (12,518)
Interest expense (314) (628)
Otherincome 39,386 36,893
Loss before income taxes (8.837.720h) (9,199.264)
Income tax (expense) benefit (7,359) 3,972
Net loss applicable to common stockholders 3 (8.845079) § (9.195.292)
Basic and diluted net loss per common share 3 033y % (0.38)
Shares used to compute basic and diluted net loss per share 26,578,770 24,067,781
Net loss applicable to common stockholders 3 (8,845079) § (9.195.292)
Other comprehensive loss, net oftax:

Foreign currency translation adjustments (1,788) (20,174)

Comprehensive loss $ (8.846.867) § (9.215.466)

See accompanying notes to consolidated financial statements.
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Balance at December 31,2013
Share-based compensation
Tssuance of common stock for option exercises
Tssuance of shares under an employee stock
purchase plan
Tssuance of common stock under at-the-market
equity distribution

agreement

Exercise of warrants
Net loss
Foreign currency translation adjustments

PBalance at December 31,2014
Share-based compensation
Tssuance of shares under an employee stock
purchase plan
Tssuance of common stock under at-the-market
equity distribution and

sales agreements

Tssuance of common stock, net of offering costs
Exercise of warrants
Net loss
Foreign currency translation adjustments

Balance at December 31, 2015

(133) / 2016/06/10 10:35 (2016/06/06 18:58)  e05958_wn_16225235_0106010-02_JF3L_os74}

MEDICINOVA, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

Preferred stock Common stock Accumulated
Additional other Total
paid-in comprchensive Accumulated stockholders®
Sharcs Amount Sharcs Amount capital loss. deficit cquity
220000 § 2200 22495443 § 22495  §326868578 § (80,803) $(301,386,714) § 23425756
— — — — 1.638.038 — 1,638,038
— — 20,000 2 51,330 — — 51,350
— — 33374 34 60422 — — 60,456
— — 1,785,000 1,785 3,683,770 — — 3,685,555
— — 102,500 103 364,797 — — 364,900
— — — — — — (9.195,292) (9.195.292)
— — — — — (20,174) — (20,174)
220,000 2.200 24,436,317 24,437 332,666,935 (100,977)  (310,582,006) 22,010,589
— — — — 2,025,500 — — 2,025,500
— — 35,178 35 89.874 — — 89,909
— — 232,800 233 607,295 — — 607,528
— — 5,000,000 5.000 15.988.683 — — 15,993,683
— — 252,200 252 872,380 — — 872,632
— — — — — (8,845,079) (8,845,079)
— — — — — (1,788} (1,788)
220,000 § 2200 29956495 $ 29957  $352250,667 § (102,765) $(319.427,085) § 32,752,974

See accompanying notes to consolidated financial statements.
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MEDICINOVA, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31,

2015 2014
Operating activities:
Net loss 3 (8.845,079) § (9.195,292)
Adjustments to reconcile net loss to net cash (used in) provided by operating activities:

Non-cash share-based compensation 2,025,500 1,638,038

Depreciation and amortization 26704 40,186

Tax benefit fiom fluctuations in other comprehensive income — (9,557)

Change in equity method investment 34319 (3.807)
Changes in assets and liabilities:

Prepaid expenses and other assets (284.,538) 1,186,352

Receivables — 6,008,553

Accounts payable, income tax payable, accrued expenses and deferred rent (181,932) 551,955

Accrued compensation and related expenses 72,656 600,101
Net cash (used in) provided by operating activities (7.152.370h) 816,529
Investing activities:

Acquisitions of property and equipment (2,320) (3.523)
Net cash used in investing activities (2,320 (3,523)
Financing activities:

Proceeds from issuance of common stock, net of issuance costs 16,691,120 3,797,361

Proceeds from exercise of warrants 872,632 364,900
Net cash provided by financing activities 17,563,752 4162261
Cffects of foreign exchange rates on cash (1,748) (6,325)
Net increase in cash and cash equivalents 10,407,314 4.968,942
Cash and cash equivalents, beginning of period 11669435 6,700,493
Cash and cash equivalents, end of period $ 22076749 $ 11,669.435
Supplemental disclosure ef cash flow information:

Income taxes paid $ 7443 h 5562

See accompanying notes to consolidated financial statements.
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MEDICINOYA, INC.
Notes to Consolidated Financial Statements

1. Organization and Summary of Significant Accounting Policics
Organization and Business

The Company was incorporated in the state of Delaware in September 2000 and is a public company. The Company’s common stock is listed in both
the U.S. and Japan and trades on The NASDAQ Global Market and the JASDAQ Market of the Tokyo Stock Exchange. The Company is a biopharmaceutical
company focused on acquiring and developing novel, small molecule therapeutics for the treatment of serious diseases with unmet medical needs with a
commercial focus on the U.S. market. The Company’s current strategy is to focus our development activities on MN-166 (ibudilast) for neurological disorders
such as progressive multiple sclerosis (MS}), amyotrophic lateral sclerosis (ALS) and substance dependence (e.g., methamphetamine dependence, opioid
dependence, and aleohel dependence), and MN-001 (tipelukast) for nonalecholic steatohepatitis (NASH), idiopathic pulmenary fibrosis (IPFyand other
fibrotic diseases. The Company’s pipeline also includes MN-221 (bedoradrine) for the treatment of acute exacerbation of asthma and MN-029 (denibulin) for
solid tumor cancers.

Principles of Consvlidation

The consolidated financial statements include the accounts of MediciNova, Inc. and its wholly-owned subsidiaries MediciNova (Burope) Limited,
MediciNova Japan, Inc. and Avigen, Inc. All intercompany transactions and balances are eliminated in consolidation. MediciNova (Europe) Limited was
incorporated under the laws of England in 2006. As of December 31, 20115, there have been no significant transactions related te MediciNova (Burope)
Limited. MediciNova Japan, Inc. was incorporated in Japan in 2007. On December 18, 2009, the Company acquired Avigen, Inc., a Delaware corporation
(Avigen), and it became a wholly-owned subsidiary.

Segment Repevting

The Company operates in a single operating segment — the acquisition and development of small molecule therapeutics for the treatment of serious
diseases with unmet medical needs.

Use vf Estimates

The accompanying conselidated financial statements have been prepared in accordanee with accounting prineiples generally accepted in the United
States (“GAAP”). The preparation of consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and otherhighly liquid investments with original maturities of three months or less fiom the date of
purchase. Cash equivalents at December 31,2015 consisted of money market funds.

Concentrations and Credit Risk

The Company maintains cash balances at various financial institutions and such balances commonly exceed the $250,000 amount insured by the
Federal Deposit Insutance Corporation. The Company also maintains money market funds at various financial institutions which are not federally insured
although are invested primarily in U.8. government securities. The Company has not experienced any losses in such accounts and management believes that
the Company does not have significant eredit nsk with respect to such cash and cash equivalents.

Fair Value of Financial Instruments

Financial instruments, including cash and cash equivalents, accounts payable and accrued liabilities, are carried at cost, which management believes
approximates fair value because of the short-term maturity ofthese instruments.
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Goodwill and Purchased Intangibles

The Company records geodwill and other intangible assets based on the fair value ofthe assets acquired. In determining the fair value ofthe assets
acquired, the Company utilizes extensive accounting estimates and judgments to allocate the purchase price to the fair value of the net tangible and
intangible assets acquired. The Company uses the discounted cash flow method to estimate the value of intangible assets acquired.

The Company assesses goodwill and indefinite lived intangible assets for impairment using fair value measurement techniques on an annual basis
during the fourth quarter ofthe year, or more frequently if indicators of impairment exist. The Company periedically re-evaluates the original assumptions
and rationale utilized in the establishment ofthe carrying value and estimated lives of its long-lived assets. The critenia used for these evaluations include
management’s estimate of the asset’s continuing ability to generate income from operations and positive cash flows in future periods as well as the strategic
significance ofany intangible assets in the Company’s business objectives. If assets are considered to be impaired, the impairment recognized is the amount
by which the carrying value of the assets exceeds the fair value ofthe assets.

Research, Development and Patents

Research and development costs are expensed in the period incurred. Research and development costs primarily consist of salaries and related
expenses for personnel, facilities and depreciation, research and development supplies, licenses and outside services. Such research and development costs
totaied $2.7 miiiion and $2.9 miiiion forthe years ended December 31, 2015 and 2014, respectively.

Costs related to filing and pursuing patent applications are expensed as incurred, as recoverability of such expenditures is uncertain. The Company
includes all external costs related to the filing of patents on developments in Research, Development and Patents expenses. Such patent-related expenses
totaled $0.3 million and $0.4 million forthe years ended December 31, 2015 and 2014, respectively.

Share-Based Compensation

The Company estimates the fair value of stock options using the Black-Scholes option pricing model on the date of grant. The fair value of equity
instruments expected to vest are recognized and amortized on a straight-line basis over the requisite service period of the award, which is generally three to
four years; however, the Company’s equity compensation plans provide forany vesting schedule as the board may deem appropriate.

Net Loss Per Share

The Company computes basic net loss per share using the weighted average number of common shares outstanding during the period. Diluted net
income per share is based upon the weighted average number of common shares and potentially dilutive securities (commen share equivalents) cutstanding
during the period. Commen share equivalents outstanding, determined using the treasury stock methoed, are compnsed of shares that may be issued under the
Company’s stock option agreements and warrants. Common share equivalents are excluded from the diluted net loss per share calculation because oftheir
anti-dilutive effect.

Potentially dilutive outstanding securities excluded from diluted net loss per common share because of theiranti-dilutive effect:

December 31,

2015 2014
Convertible preferred stock, as converted 2,200,000 2,200,000
Stock optiens 4133969 3.447.969
Warrants 3406367 3.658.567
Total 9.740.336 9.306,536

Reclassifications
Certain reclassifications have been made to the consolidated financial statements to conform to the cuttent year’s presentation.
Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB)amended the existing accounting standards for revenue recognition. The
amendments are based on the principle that revenue should be recognized to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for said goods
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or services. The Company is required to adopt the amendments beginning January 1, 2018. Barly adeption is permitted as of January 1,2017. The
amendments may be applied retrospectively to each prior period presented or retrospectively with the cumulative effect recognized as ofthe date of initial
application. The Company is currently evaluating the impact these amendments will have on its consolidated financial statements and has not decided on the
method ofadoption.

In August 20114, the FASB issued ASU 2(114-15, Presentation of Financial Statements — Going Concern, which is new guidance requiring management
to evaluate whether there are conditions and events that raise substantial doubt about the entity’s ability to continue as a going concern within one year after
the financial statements are issued (or available to be issued when applicable). Management will be required to make this evaluation for both annual and
interim reporting periods and will have to make certain disclosures ifit concludes that substantial doubt exists or when its plans alleviate substantial doubt
about the entity’s ability to continue as a going concern. The standard is effective for annual perieds ending after December 15, 201 6. Barly adoption is
permitted. After adoption the Company will apply this guidance to assess going concemn.

2. Revenue Recognition
Revenue Recognition Policy

Revenues consist of milestone payments and research and development services. Milestone payments are recognized as revenue upon achievement of
pre-defined scientific events, which require substantive effort, and for which achievement of the milestone was not readily assured at the inception ofthe
agreement. Milestones that do not meet the criteria for accounting under the milestone method because the pay ments are solely contingent upon the
performance of a third party are accounted foras contingent revenue. Research and development services are recognized as research costs are incurred over
the period the services are performed. For all other revenue the Company recognizes revenues when all four of the following critena are met: (1) persuasive
evidence that an arrangement exists; (2) delivery of the products and/or services has occurred; (3) the selling price is fixed or determinable; and
(4) collectability is reasonably assured.

Genzgyme Corporativn

In December 2005, Avigen and Genzyme entered into an Assignment Agreement (Genzyme Agreement)in which Genzyme acquired certain gene
therapy intellectual property, programs and other related assets from Avigen in exchange foran initial $12.0 million payment, and Avigen could receive
additional development milestone payments, sublicensing fees and royalty payments based on the successful development of products by Genzy me utilizing
technologies previously developed by us. Avigen was subsequently acquired by the Company in December 2009 along with Avigen’s rights and obligations
under the Genzyme Agreement. If Genzyme fails to diligently pursue the commercialization or marketing of products using the assigned technology, as
specified in the Genzyme Agreement, some of the rights assigned could revert back to the Company at a future date.

The development milestones outlined in the Genzyme Agreement do not meet the definition ofa substantive milestone obligation under authoritative
guidance on revenue recognition for milestone payments, as Genzy me is responsible forthe development ofthe product and there is no further substantive
service effort required by the Company. The Company determined that a non-substantive milestone in the Genzyme Agreement had been earned in 2013, and
license revenue and a receivable of $6.0 million were recorded as no future performance obligation exists. The Company received payment ofthe amount
receivable in January 2014.

Kissei Pharmaceutical Co., Ltd

In October 2011, the Company entered into an agreement with Kissei Pharmaceutical Co., Ltd., or Kisset, to perform research and development
services relating to MN-221 in exchange fora non-refundable upfiont payment of $2.5 mllion. Under the terms ofthe agreement the Company is responsible
for all costs to be incutred in the performance ofthese services. Certain ofthese research and development services were completed in 2013 and 2012, and the
remaining services are expected to be delivered and completed after 2015. The Company assessed the deliverables in accordance with the authoritative
guidance and concluded the existence of one deliverable, research and development servic s such, revenue is being recognizing as the research and
development services are performed. The amount received from Kissei, net of the amount recorded as revenue, is included on the balance sheet as long-term
deferred revenue and will be recognized as revenue as the remaining services are performed. No revenue was recorded in 2015 or 2014 in connection with the
agreement with Kissei.
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3. Fair Value Mecasurements

Fair value is an exit price, representing the amount that would be received to sell an asset or paid te transfer a liability in an orderly transaction
between market participants. As such, fair value is a market-based measurement that should be determined based on assumptions that market participants
would use in pricing an asset or liability. As a basis for considering such assumptions, a three-tier fair value hierarchy has been established, which prioritizes
the inputs used in measuring fair value as follows:

Level 1: Observable inputs such as quoted prices in active markets:

Level 2: Inputs are quoted prices forsimilaritems in active markets or inputs are quoted prices for identical or sirmlar items in markets
that are not active nearthe measurement date: and

Level 3: Unobservable inputs due to little or no market data, which require the reporting entity to develop its own assumptions

Cash equivalents, including money market accounts of $21.9 million and $11.5 million measured at fair value as of December 31,2015 and 2014,
respectively, are classified within Level 1.

4. Balance Sheet Details
Property and Equipment

Property and equipment, net, consist ofthe following:

Deecember 31,

2015 2014

Leasehold improvements $ 14735 % 14,787
Furniture and equipment 250,286 253,350
Software 238,651 238,655

503,672 506,792
Less accumulated depreciation and amortization (483,242) (461,948)
Property and equipment, net $ 20430 $ 44 844
Depreciation expense $ 26,704 § 40,186

The Company uses the straight-line method to record depreciation expense with useful lives of three to five years.

Acerued Liakilities
Accrued liabilities consist of the following:

Dcecmber 31,

2018 2014
Research and development costs $ 218,096 § 151,126
Professional services fees 83,914 66,761
Accrued compensation 859,151 786,494
Other 158,559 127,643

§ 1319720 § 1132024

5. Related Party Transactions

On October 13,2011, the Company entered into a services agreement with Kissel to perform two separate studies relating to MN-221 in exchange for
$2.5 million paid to the Company in October 2011. The Company is responsible for all costs to be incurred in the performance of these studies. The amount
received from Kissel, net ofthe amount recorded as revenue through December 31,2015, is included on the balance sheet at December 31, 2015 as deferred
revenue and will be recognized as revenue in future periods as the Company performs the remaining services.

On May 9,2013, the Company entered into a securities purchase agreement with certain accredited investors pursuant to which the Company agreed
to sell to the investors 1,158,730 shares of common stock and warrants to purchase an aggregate of 869,047 shares of common stock (the “Private
Placement™). The Private Placement closed on May 14, 2013. The Private Placement included issuance of shares of common stock and a warrant to purchase
shares of common stock te Fountain Enika LLC (“Fountain Erika”), an entity of which Tatsuo Izumi, a member of the Company’s board of directors at that
time, is a principal. The warrant was subsequently
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amended on May 29, 2013. Fountain Brika’s acquisition of the shares of common stock and & warrant to purchase shares ofthe Company’s common stock
was at an “at the market™ price.

6. Commitments and Contingencics
Lease Commitments

The Company subleases its office space underan operating lease with an initial term of four years and nine months, expiring in November 2(17. Rent
expense forthe years ended December 31, 2015 and 2014 was $240,419 and $231,143, respectively. The difference between the minimum lease payments
and the straight-line amount oftotal rent expense is recorded as deferred rent. Deferred rent at December 31, 2015 and 2014 was $16,921 and $16,536,
respectively.

As of December 31, 2015, the total estimated future annual minimum lease payments under the Company’s non-cancelable building and copier leases
for the years ending after December3 1, 2015 are as follows:

Years ending Deeember 31:

2016 $ 259,455
2017 178,574
2018 1,026
2019 86
2020 —

Total minimum payments b 439,141

Product Liability

The Company’s business exposes it to liability risks from its potential drug products. A successful product liability claim or series of claims brought
against the Company could result in the payment of significant amounts of money and divert management’s attention from running the business. The
Company may not be able to maintain insurance on acceptable terms, or the insurance may net provide adequate protection in the case of a product liability
claim. To the extent that produet liability insurance, if available, does not cover potential claims, the Company would be required to self-insure the risks
associated with such claims. The Company believes it carries reasonably adequate insurance for product Liability.

License and Research Agreements

The Company has entered into in-licensing agreements with various pharmaceutical companies. Under the terms of these agreements, the Company
has received licenses to research, know-how and technology claimed, in certain patents or patent applications. Under these license agreements, the Company
is generally required to make upfiont payments and additional payments upoen the achievement of milestones and/or toyalties on future sales of products
until the later of the expiration ofthe applicable patent orthe applicable last date of market exclusivity after the first commercial sale, on a country-by-
country basis.

No amounts have been expended under these agreements during the years ended December 31, 2015 or2014. For preducts currently in development,
future potential milestone payments based on product development are $10.0 million as of December 31, 2015. For all other products, future potential
milestone payments related to development milestones and commercialization milestones totaled $50.8 million as of December 31, 20:15. There are no
minimum royalties required under any of the license agreements. The Company is unable to estimate with certainty the timing on when these milestone
payments will occuras these payments are dependent upon the progress of the Company’s product development programs.

Legal Proceedings

From time to time, the Company may be subject to legal proceedings and claims in the ordinary course of business. The Company is not aware of any
such proceedings or claims that it believes will have, individually orin aggregate, a material adverse effect on its business, financial condition or results of
operations.

7. Joint YVenture

The Company entered into an agreement te form a joint venture company with Zhejiang Medicine Co., Ltd. and Beijing Medfron Medical
Technelogies Co., Ltd. (formerly Beijing Make-Friend Medicine Technology Co., Ltd.) effective September 27, 201 1. The joint venture agreement provides
for the joint venture company, Zhejiang Sunmy Bie-Medical Co., Ltd. (Zhejiang Sunmy), to develop and commercialize MN-221 in China and pursue
additional compounds to develop. A sublicense agreement would be
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required under which Zhejiang Sunmy would license MN-221 from the Company and, as of the date ofthis filing, no such sublicense agreement has been
entered into. In accordance with the joint venture agreement, in March 2012 the Company paid $680,000 for a 30% interest in Zhejiang Sunmy. The other
parties to the joint venture agreement provided funding for their combined 70%, interest. In December 2013, the Board of Directors of Zhejiang Sunmy agreed
to amend the joint venture agreement to allow for the departure of Zhejiang Medicine Co., Ltd. subject to the approval ofthe government of the People’s
Republic of China. In August 20114, the Chinese government approved the amendment to the joint venture agreement to allow for the departure of Zhejiang
Medicine Co., Ltd. As of December 31, 2015, Beijing Medfion Medical Technologies Co., Ltd. and MediciNova each have a 50% intetest in Zhejiang
Sunmy. No additional capital was contributed by either remaining party and the Company has no future funding obligations.

Zhejiang Sunmy is a variable interest entity for which the Company is not the primary beneficiary as the Company does not have a majority ofthe
beard seats and does not have power to direct or significantly influence the actions ofthe entity. The activities of Zhejiang Sunmy are accounted for under
the equity methed whereby the Company absorbs any loss orincome generated by Zhejiang Sunmy according to the Company’s percentage ownership. At
December 31,2015, the investment is reflected as a long-term asset on the Company’s consolidated balance sheet which represents the investment and
maximum loss exposure in Zhejiang Sunmy, net of the Company’s portion of any generated loss orincome.

8. Sharc-based Compensation

Stock Incentive Plans

In June 2013, the Company adopted the 20013 Equity Incentive Plan, or 2013 Plan, under which the Company may grant stock options, stock
appreciation rights, restricted stock, restricted stock units and other awards to individuals who are then employees, officers, non-employee directors or
consultants of the Company or its subsidiaries. The 2013 Plan is the successor to the Company’s Amended and Restated 2004 Stock Incentive Plan, or 2004
Plan. A total of 2,500,000 shares of common stock were initially reserved for issuance under the 2013 Plan, plus “returning shares” that may become
available from time to time. “Returning shares™ are shares that are subject te outstanding awards granted underthe 2004 Plan that expire orterminate prior to
exercise or settlement, are forfeited because of the failure to vest, are repurchased, or are withheld to satisfy tax withholding or purchase price ebligations in
connection with such awards. Although the Company no longer grants equity awards under the 2004 Plan, all outstanding stock awards granted under the
20104 Plan will continue to be subject to the terms and conditions as set forth in the agreements evidencing such stock awards and the terms of the 2004 Plan.
As of December 31, 2015, 1,673,825 options remain available for future grant under the 2013 Plan.

Stock Options

Options granted under the 2013 Plan and 2004 Plan have terms of ten years fiom the date of grant unless earlier terminated and generally vest overa
three or four-year period.

The exercise price of all options granted during the years ended December 31, 2015 and 20114 was equal to the market value of the Company’s
common stock on the date of grant.

A summary ofstoek option activity and related information forthe years ended December 31, 2015 and 2014 is as follows:

2015
Number of Weighted Average
Option Sharcs Excreise Price
Outstanding at January 1,2015 3447969 § 500
Granted 689,000 § 3.14
Exercised — % —
Cancelled (3,000) § 927
Qutstanding at December 31, 2015 4,133,969 § 4.69
Exercisable at December 31, 2015 3252473 § 5.10
Vested and expected to vest at December3 1, 2015 4,133,969 § 4.69
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2014

Number of Weighted Average
Option Sharcs ‘Excreisc Price

Qutstanding at January 1,2014 3217043 % 506
Granted 300,000 $ 390
Exercised 20,000) $ 257
Cancelled (49,074) § 330
Qutstanding at December 31, 2014 3447969 § 5.00
Exercisable at December 31, 2014 3008317 § 526

Cash received from stock option exercises for the years ended December31, 2015 and 2014 was $0 and $51,350, respectively. The aggregate intrinsic
value of options exercised during 2014 was $8,485. Options outstanding and exercisable at December 31, 2015 had a weighted average contractual life of
5.76 and 4.92 years, tespectively.

As of December 31, 20135, the total intrinsic value of options outstanding and exercisable was $1.9 million and $1.6 million, respectively.

Employee Stoek Purchase Plan

Underthe Company’s 2007 Employee Stock Purchase Plan, or ESPP, 300,000 shares of commen stock were originally reserved forissuance. In
addition, the shares reserved automatically increase each yearby a number equal to the lesser of: (1) 15,000 shares; (i1} 1% of the outstanding shares of
common stock on the last day ofthe immediately preceding fiscal year; or(ii1) such lesser amount as determined by the Board. The ESPP permits full-time
employees to purchase common stock through payroll deductions (which cannot exceed 15% of each employee’s compensation) at the lower of 85% of fair
market value at the beginning ofthe offering period orthe end of each six-month offering period. The ESPP is considered a compensatory plan and the
Company records compensation expense.

For the year ended December3 1, 2015, an aggregate of 35,178 shares were issued under the ESPP, leaving 195,775 shares available for future
issuance.

Compensativn Expense

The estimated fair value of each stock option award was determined on the date of grant using the Black-Scholes option valuation model with the
following weighted-average assumptions for stock option grants:

Year Ended
December 31,
2015 2014

Stock Options
Risk-free interest rate 1.48% 1.19%
Expected volatility of common stock 79.28% 76.42%
Dividend yield (0.00% 0.00%
Expected option term (in years) 549 4.35

The estimated fair value of employee stock purchase rights under the Company’s ESPP was determined on the date of grant using the Black-Scholes
option valuation model with the following weighted-average assumptions for stock option grants:

Year Ended
December 31,
2015 2014

Employce Stock Purchase Plan
Risk-free interest rate (.10% 1.05%
Expected volatility of common stock 76.52% 62.65%
Dividend yield 0.00% 0.00%
Expected option term (in years) 0.5 0.5

The risk-free interest rate assumption is based upon observed interest rates appropriate forthe expected term of employee stock options. The expected
volatility is based on the historical volatility of the Coempany’s common stock. The Company has not paid nor
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does the Company anticipate paying dividends on its common stock in the foreseeable future. The expected term of employee stock options is based on the
simplified method as provided by the authoritative guidance on stock compensation, as the historical stock eption exercise experience does not provide a
reasonable basis to estimate the expected term.

The weighted-average fair value of each stock option granted during the years ended December31, 2015 and 2014, estimated as ofthe grant date
using the Black-Scholes option valuation model, was $2.08 peroption and $1.58 per option, respectively.

Share-based compensation expense for stock option awards and ESPP shares are reflected in total operating expense for each respective year. For the
years ended December31,2015 and 20114, share-based compensation expense related to stock options and the ESPP was $2.0 million and $1.6 million,
respectively, of which $1.5 million and $1.2 million was recorded as a component of general and administrative expense, respectively, and $0.5 million and
$0.4 million was recorded as a component of research, development and patents expense, respectively.

As of December 31, 2015, there was $0.6 million of unamortized compensation cost related to unvested stock option awards which is expected to be
recognized overa remaining weighted-average vesting peried of 0.5 years, on a straight-line basis.

9. Stockholders® Equity
Public Offering

On August 24,2015, the Company completed a firm-commitment underwritten publie offering of 5,000,000 shares of common stock at a purchase
price of $3.50 per share for aggregate gross proceeds of$17.5 million, and received aggregate net proceeds of approximately $16.0 million, net of
underwriting discounts and commissions and offering expenses.

At-The-Market Issuance Sales Agreementys

(n May 22, 2015, the Company entered into an at-the-market issuance sales agreement with MLV & Co. LLC, or MLV, pursuant to which the
Company may sell common stock through MLV from time to time up to an aggregate offering price of $30.0 million. Sales of the Company’s common stock
through MLV, ifany, will be made by any methoed that is deermed to be an “at-the-market” equity offering as defined in Rule 415 promulgated under the
Securities Act of 1933, as amended, including sales made directly on NASDAQ, on any other existing trading market for the common stock orte or threugh a
market maker. MLV may alse sell the common stock in privately negotiated transactions, subject to the Company’s prior approval. The Company agreed to
pay MLV an aggregate commission rate ofup to 4.0% of the gross proceeds ofany common stock sold under this agreement. Proceeds from sales of common
stock will depend on the number of shares of common stock sold to MLV and the per share purchase price of each transaction. The Company is not obligated
to make any sales of common stock under the sales agreement and may terminate the sales agreement at any time upon written notice. Forthe yearended
December 31,2015, the Company has generated gross proceeds of $32,700 and incurred issuance costs of $121,500 under this agreement on sales of 7 80
shares of the Company’™s common stock at prices ranging from $4.16 to $4.23 per share.

On October 16,2013, the Company entered into an at-the-market equity distribution agreement with Macquarie Capital (USA) Inc., or MCUSA,
pursuant te which the Company could sell commen stock through MCUSA from time to time up to an aggregate offering price of $10.0 million. The at-the-
market equity distribution agreement with MCUSA was terminated on May 22, 2015, and as of such date, the Company had completed sales to MCUSA
totaling 2,127,500 shares of commen stock at prices ranging from $2.01 to $4.45 per share, generating gross and net proceeds of $5.3 million and $4.5
millien, respectively. For the year ended December 31,2015, the Company generated gross and net proceeds of $0.9 millien and $0.7 million, respectively,
on the sale 0f 225,000 shares of common stock underthis agreement. For the year ended December 31,2014, the Company generated gross and net proceeds
of $4.1 million and $3.7 million, respectively, on the sale of 1,785 000 shares of common stock. Net proceeds are calculated as gross proceeds less
commissions and other issuance costs.

Kissei Stock Purchase

In October 2011, pursuant to a stock purchase agreement by and between the Company and Kissei Pharmaceutical Co., Ltd., or Kissel, Kissei
purchased (i) an aggregate of 800,000 shares ofthe Company’s common stock, par value $0.001 per share at a price of $2.50 pershare, and (ii) 220,000 shares
ofthe Company’s Series B Convertible Preferred Stock, par value $0.01 pershare, at a price of $25.00 per share. In October 2011 the Company received gross
proceeds of $7.5 million related to this purchase agreement. The purchase agreement contains a standstill agreement fiom Kissei that terminates if Kissei
beneficially owns less than three percent ofthe Company’s outstanding voting stock. Each share ofthe Series B Preferred Stock is convertible into 10 shares
of common stock. The Series B Preferred ranks pari passu (on an as-if-<converted-to-common-stock basis) with the common stock in liquidation and dividend
rights. The holders of the Series B Preferred do not have voting rights, however, the consent ofholders of a majority ofthe outstanding Series B Preferred is
required for certain actions.
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Warrants

The Company has the fellowing warrants outstanding as of December 31, 2015:

- 2,339.300 commen stock warrants at an exercise price of $3.56 and expire on March 29,2016
. 750,000 common stock warrants at an exercise price of$3.15 and expire on May 9, 2018

+ 198,020 common stock warrants at an exercise price of $6.06 and expire on May 10,2017

. 119,047 common stock warrants at an exercise price 0f$3.38 and expire on May 9,2018

Common Stock Reserved for Future Issuance

The following table summarizes common stock reserved for future issuance at December 31, 2015:

Common Stock reserved forissuance upon conversion of

Series B Convertible Preferred Stock 2,200,000
Cemmon Stock reserved forissuance under the ESPP 195,775
Common stock reserved for issuance upon exercise of warrants

outstanding 3,406,367
Common stock reserved for issuance upon exercise of options

outstanding (underthe 2004 Plan and 20:13 Plan) 4,133,969
Common stock reserved for future equity awards (underthe 2013

Plan} 1,673,825

11,609,936

10. Income Taxes

Areconciliation of loss before income taxes for domestic and foreign locations forthe years ended December 31, 2015 and 2014 is as follows:

Year Ended December 31,

2015 2014
United States 3 (8.866201) §  (9,227,509)
Foreign 28481 28,245
Loss betore income taxes $  (8.837.720) $§  (9.199.264)

A reconciliation of income tax expense for the years ended December 31,2015 and 2014 is as follows:

Ycar Ended December 31,

Current: 2015 2014
Federal $ — % (7.517)
State — (2,082)
Foreign 7.359 5,627

Total current income tax expense (benefit) 7.359 (3.972)

Deferred:

Federal — —
State — —
Foreign — —
Total deferred income tax expense — —
Total income tax expense (benetit) 3 7359 % (3.972)
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The significant components of deferred income taxes at December 31, 2015 and 2014 are as follows:

Ycar Ended December 31,

Deferred tax assets: 2015 2014
Net operating loss carryforwards $ 88900000 § 87.370,000
Capitalized licenses 1,084,000 1,330,000
Research tax credits 7.677.000 7,557,000
Stock options 2.624.000 2,145,000
Other, net 763000 1,448,000
Total deferred tax assets 101,048,000 99,850,000
Deferred tax liabilities
In process R&D (1,956,000) (1,956,000)
Total deferred tax liabilities (1.956,000) (1,956,000)
Net deferred tax assets 99.(192.000 97.894.(:00
Valuation allowance (101,048.000) (99.850,000)
Net deferred tax liability $ (1956000 § (1,956,000)

The Company has established a valuation allowance against net deferred tax assets due to the uncertainty that such assets will be realized. The
Company periodically evaluates the recoverability of the deferred tax assets. At such time as it is determined that it is more likely than not that deferred tax
assets will be realizable, the valuation allowance will be reduced.

At December 31,2015, the Company has federal and California net operating losses, or NOL, carryforwards of approximately $223.1 million and
$188.1 million, respectively. The federal NOL carry forwards begin to expire in 2020, and the California NOL carryforwards continue to expire in 2016. The
Company expects that $74.3 million in California NOL carry forwards will expire by 2017 and the remaining $113.8 million in California NOL carryforwards
will begin to expire in 2028. At December 31, 2015, the Company also had federal and California research tax credit carry forwards of approximately $6.6
million and $1.6 million, respectively. The federal research tax credit carryforwards begin to expire in 2024, and the California research tax credit
carryforward does not expire and can be carried forward indefinitely until utilized. As of December31,2015, the Company s federal and California capital
loss carry overs have expired.

The above NOL carryforward and the research tax credit carryforwards are subject to an annual limitation under Section 382 and 383 of'the Internal
Revenue Code of 1986, and similar state provisions due to ownership change limitations that have occurred which will limit the amount of NOL and tax
credit carryforwards that can be utilized to offset future taxable income and tax, respectively. In general, an ownership change, as defined by Section 382 and
383, results fiom transactions increasing ownership of certain stockholders or public groups in the stock ofthe corporation by more than 50 percentage points
overa three-year period. The Company has not completed an IRC Section 382/383 analysis since 2011 regarding the limitation of net operating loss and
research and development credit carry forwards. There is a risk that additional changes in ownership have occurred since the completion ofthe Company’s
analysis, which was through December 2011, Ifa change in ownership were to have oceurred, additional NOL and tax credit carryforwards could be
eliminated or restricted. If eliminated, the related asset would be removed from the deferred tax asset schedule with a correspending reduction in the
valuation allowance. Due to the existence ofthe valuation allowance, limitations created by future ownership changes, ifany, related to the Company’s
operations in the U.S. will not impact the Company’s effective tax rate.

A reconciliation of the federal statutory income tax rate to the Company’s effective income tax rate is as follows:

Ycear Ended December 31,

2015 2014

Federal statutory income tax rate 35.0% 35.0%
State income taxes, net of faderal benefit 52 53
Tax credits 14 12
Change in valuation allowance (13.5) (334)
Permanent differences (0.1) (0.1)
Expiration of attributes (24.6) (54)
Stock compensation (34) 2.6)
Other (0.1) —
Provision for income taxes (0.1)%% 0.0%
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The Company files income tax returns in the United States, California and foreign jurisdictions. Due to the Company’s losses incurred, the Company
is essentially subject to income tax examination by tax authorities fiom inception to date. The Company’s policy is to recegnize interest ex pense and
penalties related to income tax matters as tax expense. At December 31,2015, there are no unrecognized tax benefits, and there are not significant accruals for
interest related to unrecognized tax benefits or tax penalties.

11. Employee Savings Plan

The Company has an employee savings plan available to substantially all employees. Underthe plan, an employee may elect salary reductions which
are contributed to the plan. The plan provides for discretionary contributions by us, which totaled $64,749 and $63,935 forthe years ended December 31,
2015 and 2014, respectively.

12. Quarterly Financial Data (Unaudited)

The following table presents certain quarterly financial data foreight consecutive quarters ended December 31, 2015. The unaudited quarterly
informatien has been prepared on the same basis as the audited consolidated financial statements and, in the epinion of management, includes all
adjustments, necessary fora fair presentation ofthis data (in thousands, except per share data).

Ycar Ended December 31, 2015

Ist 2nd 3rd 4th
Quarter Quarter Quarter Quarter
Selected quarterly financial data:
Total operating expenses $ 2215 % 2277 % 1,594 % 2,736
Net loss (2,215} (2.287) (1,608) (2,735)
Net loss applicable to common stockholders (2,215} (2.287) (1,608) (2,735)
Basic and diluted net loss per common share(1) (0.09) (0.09) (0.06) ©.09)
Ycar Ended December 31, 2014
1st 2nd 3Ird 4th
Quarter Quarter Quarter Quarter
Scelected quarterly financial data:
Total operating expenses $ 2364 % 2,131 % 2345 % 2,383
Net loss (2.352) (2,122) (2.340) (2.381)
Net loss applicable to common stockholders (2,352) (2,122) (2,340) (2381)
Basic and diluted net loss per common share(1) (0.10}) (0.09) (0.10) (0.10)

(1) Income and loss pershare is computed independently for each ofthe quarters presented. The sum of the quarterly net income and loss per share will
not necessarily equal the total for the year.

13. Subsequent Events

Subsequent to December 31, 2015 through the date ofthis report, the Company has generated gross proceeds of $0.4 millien from the exercise of
warrants to purchase an aggregate of 125,300 shares of common stock and gross proceeds of $40,000 fiom the exercise of options to purchase 16,715 shares
of common stock.
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Consent of Independent Registered Public Accounting Firm

We consent to the reference to our firm under sections “V-5 outline of Corporate Governance and VI.
Financial Condition” in Part I “Information of the Company” of the Annual Securities Report and
to the use of our reports dated March 12, 2015 with respect to the consolidated financial statements
of MediciNova, Inc., included in the Annual Securities Report for the year ended December 31, 2014,
filed with Kanto Zaimu Kyoku in Japan.

/s/Ernst & Young LLP

San Diego, California
June 10, 2016
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of MediciNova, Inc.

We have audited the accompanying consolidated balance sheets of MediciNova, Inc. as of December 31, 2014
and 2013, and the related consolidated statements of operations and comprehensive loss, stockholders
equity, and cash flows for each of the two years in the period ended December 31, 2014. These financial
statements are the responsibility of the Company’ s management. Our responsibility is to express an

opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that

our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of MediciNova, Inc. at December 31, 2014 and 2013, and the consolidated
results of its operations and its cash flows for each of the two years in the period ended December 31,

2014, in conformity with U.S. generally accepted accounting principles

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), MediciNova, Inc.’ s internal control over financial reporting as of December 31, 2014
based on criteria established in Internal Control-Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (2013 framework) and our report dated March 12, 2015

expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

San Diego, California
March 12, 2015
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Consent of Independent Registered Public Accounting Firm

MediciNova, Inc.
La Jolla, California

We consent to the reference to our firm under sections “V-5 outline of Corporate
Governance and VI. Financial Condition” in Part I “Information of the Company” and to
the use of our reports dated February 25, 2016 with respect to the consolidated financial
statements of MediciNova, Inc., and the effectiveness of internal control over financial
reporting of MediciNova, Inc. included in the Annual Securities Report for the year ended
December 31, 2015, filed with Kanto Zainu Kyoku in Japan.

/s/ BDO USA, LLP

La Jolla, California
June 10, 2016
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Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
MediciNova, Inc
La Jolla, California

We have audited the accompanying consolidated balance sheet of MediciNova, Inc. ( “Company” ) as of
December 31, 2015 and the related consolidated statements of operations and comprehensive loss,
stockholders’ equity, and cash flows for the year then ended. These financial statements are the
responsibility of the Company’ s management. Our responsibility is to express an opinion on these

financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of MediciNova, Inc. at December 31, 2015, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles

generally accepted in the United States of America

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), MediciNova, Inc.’s internal control over financial reporting as of December 31, 2015
based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission (COSO) and our report dated February 25, 2016

expressed an unqualified opinion thereon

/s/ BDO USA, LLP

La Jolla, California
February 25, 2016
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