
================================================================================ 
 
 
                       SECURITIES AND EXCHANGE COMMISSION 
                             WASHINGTON, D.C. 20549 
 
                              --------------------- 
 
 
                                    FORM 10-Q 
 
 Mark One) 
 
 [X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES AND 
     EXCHANGE ACT OF 1934 
 
                  For the quarterly period ended June 30, 2001 
 
                                       OR 
 
 [ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES AND 
     EXCHANGE ACT OF 1934 
 
  For the transition period from ______________________ to ____________________ 
 
 
                         COMMISSION FILE NUMBER 0-28150 
 
                          NEUROCRINE BIOSCIENCES, INC. 
             (Exact name of registrant as specified in its charter) 
 
              DELAWARE                                   33-0525145 
   (State or other jurisdiction of            (IRS Employer Identification No.) 
    incorporation or organization) 
 
                           10555 SCIENCE CENTER DRIVE 
                           SAN DIEGO, CALIFORNIA 92121 
                    (Address of principal executive offices) 
 
                                 (858) 658-7600 
              (Registrant's telephone number, including area code) 
 
 
     Indicate  by check mark  whether the  registrant  (1) has filed all reports 
required to be filed by Section 13 or 15(d) of the  Securities  Exchange  Act of 
1934  during  the  preceding  12 months  (or for such  shorter  period  that the 
registrant was required to file such reports),  and (2) has been subject to such 
filing requirements for the past 90 days: 
 
                               Yes X            No 
 
     The number of  outstanding  shares of the  registrant's  Common Stock,  par 
value of $0.001, was 25,667,596 as of July 31, 2001. 
 
================================================================================ 
 
 

 
 
 
 
                           NEUROCRINE BIOSCIENCES, INC 
                                 FORM 10-Q INDEX 
 
                                                                          PAGE 
 
PART I.  FINANCIAL INFORMATION 
 
  ITEM 1:  Financial Statements...........................................  3 
 
           Condensed Balance Sheets as of June 30, 2001 
                and December 31, 2000.....................................  3 
 
           Condensed Statements of Operations for the three and 
                six months ended June 30, 2001 and 2000...................  4 
 
           Condensed Statements of Cash Flows for six months 
                ended June 30, 2001 and 2000..............................  5 
 
           Notes to the Condensed Financial Statements....................  6 



 
  ITEM 2:  Management's Discussion and Analysis of Financial 
                Condition and Results of Operations.......................  7 
 
  ITEM 3:  Quantitative and Qualitative Disclosures About Market 
                Risk...................................................... 11 
 
PART II. OTHER INFORMATION 
 
  ITEM 4:  Submission of Matters to a Vote of Security Holders............ 11 
 
  ITEM 5:  Other Information.............................................. 12 
 
  ITEM 6:  Exhibits and Reports on Form 8-K............................... 12 
 
           SIGNATURES .................................................... 12 
 
 
 
 



 
 
 
                         PART I. FINANCIAL INFORMATION 
 
ITEM 1.  FINANCIAL STATEMENTS 
 
                          NEUROCRINE BIOSCIENCES, INC. 
                            CONDENSED BALANCE SHEETS 
                                 (IN THOUSANDS) 
 
 
                                                          JUNE 30,  DECEMBER 31, 
                                                           2001         2000 
                                                        (unaudited) 
                                                         ---------   ----------- 
 
                                     ASSETS 
 
Current assets: 
  Cash and cash equivalents .............................$  25,431    $  21,078 
  Short-term investments, available-for-sale ............  118,877      143,592 
  Receivables under collaborative agreements ............    1,985        5,974 
  Other current assets ..................................    2,546        1,761 
                                                         ----------  ----------- 
     Total current assets ...............................  148,839      172,405 
 
  Property and equipment, net ...........................   12,141       11,300 
  Licensed technology and patent applications costs, net       284          362 
  Other assets ..........................................    2,360        1,895 
                                                         ----------  ---------- 
     Total assets .......................................$ 163,624    $ 185,962 
                                                         ==========  =========== 
 
 
                     LIABILITIES AND STOCKHOLDERS' EQUITY 
Current liabilities: 
  Accounts payable ......................................$     731    $   1,065 
  Accrued liabilities ...................................    8,788       11,135 
  Deferred revenues .....................................    1,587        1,172 
  Current portion of long-term debt .....................      149          149 
  Current portion of capital lease obligations ..........    1,592        1,438 
                                                         ----------   ---------- 
     Total current liabilities ..........................   12,847       14,959 
 
  Long-term debt, net of current portion ................       87          162 
  Capital lease obligations, net of current portion .....    2,336        2,121 
  Deferred rent .........................................    1,937        1,646 
  Deferred revenues .....................................    2,473        2,890 
  Other liabilities .....................................    1,079          976 
                                                         ----------   ---------- 
     Total liabilities ..................................   20,759       22,754 
 
Stockholders' equity: 
  Preferred Stock, $0.001 par value; 5,000,000 shares 
     authorized; no shares issued and outstanding .......        -            - 
  Common Stock, $0.001 par value; 50,000,000 shares 
     authorized; issued and outstanding shares were 
     25,655,015 in 2001 and 25,314,470 in 2000 ..........       26           25 
  Additional paid in capital ............................  238,393      233,565 
  Deferred compensation .................................     (481)         (59) 
  Stockholder notes .....................................     (104)        (104) 
  Accumulated other comprehensive income ................      318          261 
  Accumulated deficit ...................................  (95,287)     (70,480) 
                                                         ----------   ---------- 
     Total stockholders' equity .........................  142,865      163,208 
                                                         ----------   ---------- 
     Total liabilities and stockholders' equity .........$ 163,624    $ 185,962 
                                                         ==========   ========== 
 
 
          See accompanying notes to the condensed financial statements. 
 
 



 
 
 
                          NEUROCRINE BIOSCIENCES, INC. 
                       CONDENSED STATEMENTS OF OPERATIONS 
              (UNAUDITED; IN THOUSANDS EXCEPT LOSS PER SHARE DATA) 
 
                                       THREE MONTHS ENDED    SIX MONTHS ENDED 
                                            JUNE 30,              JUNE 30, 
                                      --------------------  -------------------- 
                                        2001       2000       2001       2000 
                                      --------------------  -------------------- 
Revenues: 
  Sponsored research and development  $  2,879   $  1,534   $  5,844   $  3,056 
  License and option fees ............     229      1,000        458      2,000 
  Grant income and other revenues ....     220        408        514        664 
                                      --------------------  -------------------- 
      Total revenues .................   3,328      2,942      6,816      5,720 
 
Operating expenses: 
  Research and development ...........  16,066      8,134     31,256     15,905 
  General and administrative .........   2,854      2,188      5,231      4,421 
                                      --------------------  -------------------- 
     Total operating expenses ........  18,920     10,322     36,487     20,326 
 
Loss from operations ................. (15,592)    (7,380)   (29,671)   (14,606) 
 
Other income and (expenses): 
  Interest income ....................   2,106      1,463      4,711      3,035 
  Interest expense ...................     (72)       (54)      (144)      (112) 
  Other income and expenses, net .....     214        779        297        644 
                                      --------------------  -------------------- 
Loss before income taxes ............. (13,344)    (5,192)   (24,807)   (11,039) 
 
Income taxes .........................    -          -          -           200 
                                       -------------------  -------------------- 
Net loss .............................$(13,344)  $ (5,192)  $ 24,807)  $(11,239) 
                                       ===================  ==================== 
 
Loss per common share: 
  Basic and diluted                   $  (0.52)  $  (0.24)  $  (0.97)  $  (0.51) 
 
Shares used in the calculation of 
 loss per common share: 
  Basic and diluted                     25,498     21,897     25,452     21,834 
 
 
 
 
 
         See accompanying notes to the condensed financial statements. 
 
 



 
 
 
                          NEUROCRINE BIOSCIENCES, INC. 
                       CONDENSED STATEMENTS OF CASH FLOWS 
                            (UNAUDITED; IN THOUSANDS) 
 
                                                             SIX MONTHS ENDED 
                                                                 JUNE 30, 
 
                                                            2001         2000 
                                                         ----------   ---------- 
CASH FLOW FROM OPERATING ACTIVITIES 
Net loss ................................................$ (24,807)   $ (11,239) 
Adjustments to reconcile net loss to net cash 
  provided by/ (used in) operating activities: 
      Loss on asset disposal ............................       51            - 
      Depreciation and amortization .....................    1,231        1,055 
      Deferred revenues .................................       (2)        (102) 
      Deferred expenses .................................      396          591 
      Compensation expenses for stock options ...........    1,349        1,321 
      Change in operating assets and liabilities: 
           Accounts receivable and other current assets .    3,204          431 
           Other non-current assets .....................     (298)        (158) 
           Accounts payable and accrued liabilities .....   (1,768)      (2,668) 
                                                         ----------   ---------- 
Net cash flows used in operating activities .............  (20,644)     (10,769) 
 
CASH FLOW FROM INVESTING ACTIVITIES 
Purchases of short-term investments .....................  (41,329)     (25,072) 
Sales/maturities of short-term investments ..............   66,101       17,000 
Purchases of property and equipment .....................   (2,212)      (1,294) 
                                                         ----------   ---------- 
Net cash flows provided by/(used in)investing activities    22,560       (9,366) 
 
CASH FLOW FROM FINANCING ACTIVITIES 
Issuance of Common Stock ................................    2,143        1,822 
Proceeds from capital lease financing ...................    1,011            - 
Principal payments on long-term obligations, ............     (717)        (480) 
                                                         ----------   ---------- 
Net cash flows provided by financing activities .........    2,437        1,342 
                                                         ----------   ---------- 
Net increase/(decrease) in cash and cash equivalents ....    4,353      (18,793) 
 
Cash and cash equivalents at beginning of the period ....   21,078       21,265 
                                                         ----------   ---------- 
Cash and cash equivalents at end of the period ..........$  25,431    $   2,472 
                                                         ==========   ========== 
 
 
 
 
 
 
 
 
         See accompanying notes to the condensed financial statements. 
 
 



 
 
 
                          NEUROCRINE BIOSCIENCES, INC. 
                   NOTES TO THE CONDENSED FINANCIAL STATEMENTS 
                                   (UNAUDITED) 
 
1.   BASIS OF PRESENTATION 
 
         The  condensed  financial  statements  included  herein are  unaudited. 
Certain reclassifications have been made to prior year amounts to conform to the 
presentation  for the three and six months ended June 30, 2001. These statements 
have been prepared in accordance with generally accepted  accounting  principles 
for interim  financial  information and with the  instructions of the Securities 
and Exchange  Commission  (SEC) on Form 10-Q and Rule 10-01 of  Regulation  S-X. 
Accordingly,  they do not include all of the information and footnotes  required 
by generally accepted accounting  principles for complete financial  statements. 
In the opinion of management, these financial statements include all adjustments 
(consisting of normal recurring  adjustments)  necessary for a fair presentation 
of the financial position, results of operations, and cash flows for the periods 
presented. 
 
         The results of operations for the interim  periods shown in this report 
are not  necessarily  indicative  of results  expected  for the full  year.  The 
financial  statements  should be read in conjunction with the audited  financial 
statements  and notes for the year ended  December  31,  2000,  included  in our 
Annual Report on Form 10-K filed with the SEC. 
 
2.   USE OF ESTIMATES 
 
         The  preparation of financial  statements in conformity  with generally 
accepted  accounting  principles  requires  management  to  make  estimates  and 
assumptions  that affect the reported  amounts of assets and  liabilities at the 
date of the  financial  statements  and the  reported  amounts of  revenues  and 
expenses during the period. Actual results could differ from those estimates. 
 
3.   LOSS PER COMMON SHARE 
 
         Basic  net loss per  common  share is  calculated  using  the  weighted 
average number of common shares outstanding during the period.  Diluted net loss 
per common share is calculated by adding the total incremental  number of common 
share  equivalents and the weighted average number of common shares  outstanding 
during the period. For the periods  presented,  incremental shares of the common 
share  equivalents  were excluded from the  calculation  of diluted net loss per 
share as their effects were antidilutive. 
 
4.   COMPREHENSIVE INCOME 
 
         Our comprehensive losses consist of net losses and unrealized gains and 
losses  on  investments.  The  accumulated  balances  of  these  components  are 
disclosed as a separate component of stockholders' equity. 
 
5.   NEW ACCOUNTING PRONOUNCEMENTS 
 
     In July 2001,  the  Financial  Accounting  Standards  Board  (FASB)  issued 
Statements Nos. 141 and 142 (FAS 141 and FAS 142),  "Business  Combinations" and 
"Goodwill and Other  Intangible  Assets." FAS 141 replaces APB 16 and eliminates 
pooling-of-interests  accounting  prospectively.  It also  provides  guidance on 
purchase  accounting  related  to  the  recognition  of  intangible  assets  and 
accounting  for negative  goodwill.  FAS 142 changes the accounting for goodwill 
 



 
 
from an  amortization  method to an  impairment  only  approach.  Under FAS 142, 
goodwill will be tested annually and also whenever events or circumstances occur 
indicating  that goodwill  might be impaired.  FAS 141 and FAS 142 are effective 
for all business  combinations  completed  alter June 30, 2001. Upon adoption of 
FAS 142, amortization of goodwill recorded for business combinations consummated 
prior to July 1, 2001 will cease,  and intangible  assets acquired prior to July 
1,  2001 that do not meet the  criteria  for  recognition  under FAS 141 will be 
reclassified  to  goodwill.  Companies  are required to adopt FAS 142 for fiscal 
years  beginning  after December 15, 2001, but early adoption is permitted under 
certain circumstances. The adoption of these standards is not expected to have a 
material impact on the Company's results of operations and financial position. 
 
 
ITEM 2:  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
            RESULTS OF OPERATIONS 
 
         The  following  Management's   Discussion  and  Analysis  of  Financial 
Condition and Results of Operations section contains forward-looking  statements 
which  involve  risks and  uncertainties,  pertaining  generally to the expected 
continuation of our collaborative  agreements,  the receipt of research payments 
thereunder,  the future achievement of various milestones in product development 
and the receipt of payments  related thereto,  the potential  receipt of royalty 
payments,  pre-clinical  testing and clinical trials of potential products,  the 
period  of time  that our  existing  capital  resources  will  meet our  funding 
requirements, and our financial results and operations. Our actual results could 
differ materially from those anticipated in these forward-looking  statements as 
a result of various factors, including those set forth below. 
 
OVERVIEW 
 
         We incorporated in California in 1992 and reincorporated in Delaware in 
1996.  Since  we were  founded,  we  have  been  engaged  in the  discovery  and 
development  of novel  pharmaceutical  products  for  neurologic  and  endocrine 
diseases  and  disorders.  Our product  candidates  address  some of the largest 
pharmaceutical  markets in the world including  insomnia,  anxiety,  depression, 
cancer and  diabetes.  To date, we have not generated any revenues from the sale 
of  products,  and we do not expect to  generate  any  product  revenues  in the 
foreseeable future. We have funded our operations  primarily through private and 
public  offerings of our common stock and payments  received  under research and 
development  agreements.  We are  developing a number of products with corporate 
collaborators and will rely on existing and future collaborators to meet funding 
requirements.  We expect to  generate  future  net  losses  in  anticipation  of 
significant  increases in operating  expenses as product candidates are advanced 
through the various stages of clinical development. As of June 30, 2001, we have 
incurred a  cumulative  deficit of $95.3  million and expect to incur  operating 
losses in the future, which may be greater than losses in prior years. 
 
RESULTS OF OPERATIONS 
 
                   THREE MONTHS ENDED JUNE 30, 2001 AND 2000 
 
         Revenues for the second quarter of 2001 were $3.3 million compared with 
$2.9 million for the same period last year.  The increase in revenues  from last 
year to this year resulted  primarily  from revenues  received  under the Taisho 
Pharmaceuticals  Co., Ltd. (Taisho)  agreement.  Under the Taisho agreement,  we 
recognized  $2.3 million in revenues  this  quarter  compared to $1.0 million in 
option fees in the same quarter last year. In January 2000, we provided Taisho a 
six month exclusive  option to negotiate a  collaborative  agreement in exchange 
for a fee of $2.0 million.  This fee was deferred and amortized ratably over the 
first six months of 2000. In July 2000, an agreement was reached which  provided 
for license fees, sponsored research and development funding and milestones. The 
increase in  revenues  from the Taisho  agreement  was  partially  offset by the 
completion of the sponsored research portion of the 1999 Janssen  Pharmaceutica, 
N.V. (Janssen) agreement.  These activities concluded, as scheduled, in February 
2001. Under the Janssen  agreement,  we received $778,000 in sponsored  research 
and development  during the second quarter of 2000. In addition,  grant revenues 
in the three months ended June 30, 2001  decreased to $220,000 from $408,000 for 
the same  period  last  year.  The  decrease  was  primarily  the  result of the 
completion of several short-term grants that the Company was awarded in 2000. 
 



 
 
         Research and  development  expenses  increased to $16.1 million for the 
second quarter of 2001 compared with $8.1 million for the  respective  period in 
2000.   Increased  expenses  primarily  reflect  higher  costs  associated  with 
expanding  development  activities  and the  addition of  scientific  personnel. 
Currently, we have 15 programs in our research and development pipeline. Five of 
these  programs  are in clinical  development,  three  programs  are in advanced 
pre-clinical  development and seven are in various stages of research. We expect 
to incur significant  increases in future periods as later phases of development 
typically  involve an increase  in the scope of studies,  the number of patients 
treated and the number of scientific  personnel  required to manage the clinical 
trials. 
 
         General and  administration  expenses increased to $2.9 million for the 
second  quarter of 2001 compared  with $2.2 million  during the same period last 
year. The increase resulted from additional  administrative  personnel expenses, 
primarily wages and recruiting and relocation  costs, and  professional  service 
expenses,  predominantly  legal  costs to  support  the  expanded  research  and 
clinical development efforts. 
 
         Interest income  increased to $2.1 million during the second quarter of 
2001  compared  to $1.5  million for the same  period  last year.  The  increase 
primarily resulted from higher investment balances achieved through offerings of 
our common  stock.  In December  2000,  we sold 3.2  million  shares in a public 
offering,  which resulted in net proceeds of $90.4 million.  Due to the increase 
in cash reserves generated from this transaction,  we anticipate interest income 
for this year will be higher than that of last year. 
 
         Net loss for the second quarter of 2001 was $13.3 million, or $0.52 per 
share,  compared  to $5.2  million,  or $0.24 per share,  for the same period in 
2000. The increase in net loss resulted  primarily from the expanded  testing of 
our  five  clinical  programs  and  the  addition  of  scientific  and  clinical 
development  personnel.  Net losses are  expected to  increase  this year as our 
programs  continue to advance  through the various  stages of the  research  and 
clinical development processes. 
 
         To date,  the  Company's  revenues  have come from funded  research and 
achievements of milestones under corporate collaborations. The nature and amount 
of these revenues from period to period may lead to substantial  fluctuations in 
the  results of  quarterly  revenues  and  earnings.  Accordingly,  results  and 
earnings of one period are not predictive of future periods. 
 
                    SIX MONTHS ENDED JUNE 30, 2001 AND 2000 
 
     Revenues for the six months ended June 30, 2001 were $6.8 million  compared 
with $5.7 million in 2000.  The increase in revenues from last year to this year 
resulted primarily from revenues received under the Taisho  Pharmaceuticals Co., 
Ltd. (Taisho)  agreement.  Under the collaboration,  we received $4.4 million in 
revenues  in the six months  ended June 30,  2001  compared  to $2.0  million in 
option fees for the  respective  period last year.  In January 2000, we provided 
Taisho a six month exclusive  option to negotiate a  collaborative  agreement in 
exchange for a fee of $2.0 million.  This fee was deferred and amortized ratably 
over the first six months of 2000.  In July 2000, an agreement was reached which 
provided  for license  fees,  sponsored  research  and  development  funding and 
milestones.  The increase in revenues  from the Taisho  agreement  was partially 
offset by the completion of the sponsored  research  portion of the 1999 Janssen 
Pharmaceutica,   N.V.  (Janssen)  agreement.   These  activities  concluded,  as 
scheduled,  in February 2001. Under the Janssen agreement,  we received $338,000 
and $1.5 million for the six months ended June 30, 2001 and 2000,  respectively. 
In addition,  grant  revenues in the six months ended June 30, 2001 decreased to 
$514,000 from $664,000 for the same period last year. The decrease was primarily 
the result of the completion of several  short-term  grants that the Company was 
awarded in 2000. 
 
         Research and  development  expenses  increased to $31.3 million for the 
first six months of 2001 compared with $15.9 million for the  respective  period 
in 2000.  Increased  expenses  primarily  reflect higher costs  associated  with 
expanding  development  activities  and the  addition of  scientific  personnel. 
Currently, we have 15 programs in our research and development pipeline. Five of 
these  programs  are in clinical  development,  three  programs  are in advanced 
pre-clinical  development and seven are in various stages of research. We expect 
to incur significant  increases in future periods as later phases of development 
typically  involve an increase  in the scope of studies,  the number of patients 
treated and the number of scientific  personnel  required to manage the clinical 
trials. 
 
 



 
 
         General and  administration  expenses increased to $5.2 million for the 
six months ended June 30, 2001 compared with $4.4 million during the same period 
last year.  The  increase  resulted  from  additional  administrative  personnel 
expenses,  primarily wages and recruiting and relocation costs, and professional 
service expenses, predominantly legal costs to support the expanded research and 
clinical development efforts. 
 
         Interest  income  increased to $4.7 million during the first quarter of 
2001  compared  to $3.0  million for the same  period  last year.  The  increase 
primarily resulted from higher investment balances achieved through offerings of 
our common  stock.  In December  2000,  we sold 3.2  million  shares in a public 
offering,  which resulted in net proceeds of $90.4 million.  Due to the increase 
in cash reserves generated from this transaction,  we anticipate interest income 
for this year will be higher than that of last year. 
 
         Net loss for the first six months of 2001 was $24.8  million,  or $0.97 
per share, compared to $11.2 million, or $0.51 per share, for the same period in 
2000. The increase in net loss resulted  primarily from the expanded  testing of 
our  five  clinical  programs  and  the  addition  of  scientific  and  clinical 
development  personnel.  Net losses are  expected to  increase  this year as our 
programs  continue to advance  through the various  stages of the  research  and 
clinical development processes. 
 
         To date,  the  Company's  revenues  have come from funded  research and 
achievements of milestones under corporate collaborations. The nature and amount 
of these revenues from period to period may lead to substantial  fluctuations in 
the  results of  quarterly  revenues  and  earnings.  Accordingly,  results  and 
earnings of one period are not predictive of future periods. 
 
LIQUIDITY AND CAPITAL RESOURCES 
 
         At  June  30,  2001,  our  cash,  cash   equivalents,   and  short-term 
investments  totaled $144.3 million compared with $164.7 million at December 31, 
2000. The decrease in cash balances at June 30, 2001 resulted primarily from the 
funding of current period operations. 
 
         Net cash used by operating  activities during the six months ended June 
30, 2001 was $20.6 million  compared  with $10.8 million  during the same period 
last year. The increase in cash used in operations  resulted  primarily from the 
increase in  clinical  development  activities  and the  addition of  scientific 
personnel. 
 
         Net cash provided by investing  activities  during the six months ended 
June 30, 2001 was $22.6  million  compared to net cash used of $9.4  million for 
the first six  months of 2000.  This  fluctuation  resulted  primarily  from the 
timing  differences  in the  investment  purchases,  sales,  maturities  and the 
fluctuations  in our  portfolio  mix between  cash  equivalents  and  short-term 
investment  holdings.  We expect  similar  fluctuations  to  continue  in future 
periods.  Capital equipment  purchases for 2001 are expected to be approximately 
$4.0 million and will be financed primarily through leasing arrangements. 
 
     Net cash  provided by financing  activities  during the first six months of 
2001 was $2.4 million compared with $1.3 million for the respective  period last 
year.  Cash proceeds from the issuance of common stock under option and employee 
purchase programs was $2.1 million and $1.8 million in the six months ended June 
30, 2001 and 2000, respectively.  In addition,  capital lease financing provided 
$1.0  million in cash  during the first six  months of 2001.  We expect  similar 
fluctuations  to occur  throughout  the year,  as the  amount and  frequency  of 
stock-related  transactions  are dependent  upon the market  performance  of our 
common stock. 
 
         We believe that our existing capital resources,  together with interest 
income and future payments due under our strategic alliances, will be sufficient 
to satisfy our current and projected funding  requirements for at least the next 
12 months.  However,  we cannot  guarantee  that  these  capital  resources  and 
payments will be sufficient to conduct our research and development  programs as 
planned. The amount and timing of expenditures will vary depending upon a number 
of factors, including progress of our research and development programs. 
 
 



 
 
         We will require additional funding to continue our research and product 
development  programs,  to conduct pre-clinical studies and clinical trials, for 
operating expenses,  to pursue regulatory  approvals for our product candidates, 
for the costs  involved  in  filing  and  prosecuting  patent  applications  and 
enforcing or defending patent claims,  if any, the cost of product  in-licensing 
and  any  possible  acquisitions,  and  we may  require  additional  funding  to 
establish manufacturing and marketing capabilities in the future. We may seek to 
access the public or private equity markets  whenever  conditions are favorable. 
We may also  seek  additional  funding  through  strategic  alliances  and other 
financing  mechanisms.  We  cannot  assure  you that  adequate  funding  will be 
available  on terms  acceptable  to us,  if at all.  If  adequate  funds are not 
available,  we may be  required  to  curtail  significantly  one or  more of our 
research or  development  programs or obtain  funds  through  arrangements  with 
collaborators or others.  This may require us to relinquish rights to certain of 
our technologies or product candidates. 
 
         We expect to incur operating  losses over the next several years as our 
research,  development,  pre-clinical  studies  and  clinical  trial  activities 
increase.  To the extent that we are unable to obtain  third  party  funding for 
such expenses, we expect that increased expenses will result in increased losses 
from  operations.  We  cannot  assure  you  that we will  be  successful  in the 
development  of our product  candidates,  or that, if  successful,  any products 
marketed will generate sufficient revenues to enable us to earn a profit. 
 
INTEREST RATE RISK 
 
         We are exposed to interest rate risk on our short-term  investments and 
on our long-term debt. The primary objective of our investment  activities is to 
preserve   principal   while  at  the  same  time   maximizing   yields  without 
significantly  increasing  risk. To achieve this objective,  we invest in highly 
liquid and high quality  government and other debt  securities.  To minimize our 
exposure  due to  adverse  shifts in  interest  rates,  we invest in  short-term 
securities and ensure that the maximum average  maturity of our investments does 
not exceed 40 months. If a 10% change in interest rates were to have occurred on 
June 30,  2001,  this  change  would not have had a material  effect on the fair 
value of our  investment  portfolio  as of that date.  Due to the short  holding 
period of our  investments,  we have  concluded  that we do not have a  material 
financial market risk exposure. 
 
         Interest risk  exposure on long-term  debt relates to our note payable, 
which bears a floating interest rate of prime plus one quarter percent (7.00% at 
June 30, 2001 and 9.75% at December 31, 2000). At June 30, 2001 and December 31, 
2000,  the note balance was $236,000 and  $311,000,  respectively.  This note is 
payable in equal monthly installments through January 2003. Based on the balance 
of our  long-term  debt,  we  have  concluded  that  we do not  have a  material 
financial market risk exposure. 
 
CAUTION ON FORWARD-LOOKING STATEMENTS 
 
         Our business is subject to significant risks, including but not limited 
to, the risks inherent in our research and development activities, including the 
successful  continuation  of  our  strategic   collaborations,   the  successful 
completion of clinical trials,  the lengthy,  expensive and uncertain process of 
seeking regulatory approvals,  uncertainties  associated both with the potential 
infringement of patents and other intellectual property rights of third parties, 
and  with   obtaining  and   enforcing  our  own  patents  and  patent   rights, 
uncertainties   regarding   government   reforms  and  of  product  pricing  and 
reimbursement  levels,  technological  change  and  competition,   manufacturing 
uncertainties  and dependence on third parties.  Even if our product  candidates 
appear promising at an early stage of development, they may not reach the market 
for numerous reasons.  Such reasons include the  possibilities  that the product 
will be  ineffective  or unsafe  during  clinical  trials,  will fail to receive 
necessary  regulatory  approvals,  will be difficult to  manufacture  on a large 
scale,   will  be   uneconomical   to   market   or  will  be   precluded   from 
commercialization  by proprietary rights of third parties.  For more information 
about the risks we face, see "Risk Factors"  included in Part I of our Form 10-K 
filed with the SEC. 
 
 



 
 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 
 
         A discussion of the Company's  exposure to, and  management  of, market 
risk appears in Part 1, Item 2 of this  Quarterly  Report on Form 10-Q under the 
heading "Interest Rate Risk". 
 
                           PART II: OTHER INFORMATION 
 
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 
 
(A)  The Company's  Annual Meeting of Stockholders was held on May 24, 2001 (the 
     "Annual Meeting"). 
 
(B)  The following Class II Directors were elected at the Annual Meeting: 
 
            Name                    Position              Term Expires 
     --------------------       -----------------         ------------ 
     Stephen A. Sherwin         Class II Director             2004 
     Richard F. Pops            Class II Director             2004 
 
     The following Class I and III Directors  continue to serve their respective 
terms which expire on the Company's  Annual Meeting of  Stockholders in the year 
as noted: 
 
             Name                    Position              Term Expires 
      --------------------       -----------------         ------------ 
      Joseph A. Mollica          Class I Director              2003 
      Wylie W. Vale              Class I Director              2003 
      Gary A. Lyons              Class III Director            2002 
      Lawrence Steinman          Class III Director            2002 
 
     (C) At the Annual  Meeting,  stockholders  voted on four  matters:  (i) the 
election of two Class II Directors  for a term of three years  expiring in 2004, 
(ii) the  amendment of the 1992  Incentive  Stock Plan to increase the number of 
shares of common  stock  reserved  for  issuance  thereunder  from  6,050,000 to 
6,800,000  shares,  (iii) the amendment of the 1996 Employee Stock Purchase Plan 
to increase  the number of shares of common stock  reserved  for  issuance  from 
425,000 to 525,000 shares, and (iv) the ratification of the appointment of Ernst 
& Young LLP as the  Company's  independent  auditors  for the fiscal year ending 
December 31, 2001. The voting results were as follows: 
 
(i)   The election of two Class II Directors for a term of three years: 
      Stephen A. Sherwin         For  21,043,385          Withhold  568,639 
      Richard F. Pops            For  21,199,966          Withhold  412,058 
 
(ii)  Approval  to amend the  Company's  1992  Incentive  Stock Plan, 
      increasing the number of shares of common stock reserved for issuance 
      from 6,050,000 to 6,800,000 Shares: 
      For   18,623,648           Against  2,472,076       Abstain   516,300 
 
(iii) Approval  to  amend  the  Company's  1996  Employee  Stock  Purchase Plan, 
      increasing the number of shares of common stock reserved for issuance from 
      425,000 to 525,000 shares: 
      For 21,036,321             Against 565,449          Abstain 10,254 
 
(iv)  Ratification  of the  appointment  of  Ernst  &  Young LLP as  independent 
      auditors  for the fiscal year ending  December 31,  2001: 
      For  21,577,338            Against 25,230           Abstain 9,456 
 
 



 
 
ITEM 5.   OTHER INFORMATION 
 
         On July 20, 2001, the Company and Glaxo Group Limited,  a subsidiary of 
GlaxoSmithKline   (GSK)   signed   a   worldwide   research,   development   and 
commercialization   agreement  for   Corticotropin   Releasing  Factor  Receptor 
Antagonists  (CRF-R1 and  CRF-R2),  an entirely  new class of compounds to treat 
psychiatric,  neurological  and  gastrointestinal  diseases  including  anxiety, 
depression  and  irritable  bowel  syndrome.  The Company's  CRF-R1  Antagonist, 
NBI-34041, is currently in Phase I development for anxiety and depression. 
 
         Under the terms of the  agreement,  the Company and GSK will  conduct a 
collaborative  research  program  for up to five years to  identify  and develop 
CRF-R  antagonist   compounds.   The  collaboration   also  includes   worldwide 
development  and  commercialization  of NBI-34041 as well as back-up  candidates 
resulting  from the joint  research  program.  Under the GSK  agreement,  we are 
entitled to receive license fees, milestones,  sponsored development funding for 
external development costs, plus royalties on any future worldwide product sales 
and co-promotion rights in the United States. 
 
 
ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K 
 
(A)   Exhibits.  The following exhibit is filed as part of this report: 
 
      10.1* Collaboration and License Agreement between the Registrant and Glaxo 
            Group Limited dated July 20, 2001. 
      ________________ 
 
          *Confidential  treatment  has been  requested  with  regard to certain 
          portions of this exhibit. 
 
(B)   Reports on Form 8-K. There were no current reports on Forms 8-K filed this 
      quarter. 
 
 
                                   SIGNATURES 
 
Pursuant to the  requirements  of the  Securities  and Exchange Act of 1934, the 
registrant  has duly  caused  this report to be signed on its behalf by the 
undersigned thereunto duly authorized. 
 
     Dated:   08/14/01                             /s/ Paul W. Hawran 
           ------------                            ---------------------------- 
                                                   Paul W. Hawran 
                                                   Executive Vice President and 
                                                   Chief Financial Officer 
 
 



                           COLLABORATION AND LICENSE AGREEMENT 
 
                                 BY AND BETWEEN 
 
                               GLAXO GROUP LIMITED 
 
                                       AND 
 
                          NEUROCRINE BIOSCIENCES, INC. 
 
 

 
 
 
 
 
                       COLLABORATION AND LICENSE AGREEMENT 
 
THIS  COLLABORATION AND LICENSE AGREEMENT (this  "Agreement"),  dated as of July 
20, 2001, is made by and between  Neurocrine  Biosciences,  Inc.,  10555 Science 
Center Drive, San Diego, California, U.S.A. 92121 ("Neurocrine") and Glaxo Group 
Limited, Glaxo Wellcome House, Berkeley Avenue, Greenford,  Middlesex,  England, 
UK UB6 0NN ("GSK"). 
 
         WHEREAS,   GSK  is   engaged   in   the   research,   development   and 
commercialization of human pharmaceutical products; 
 
         WHEREAS,  Neurocrine is the owner or licensee of certain  patent rights 
and know how relating to corticotropin releasing factor, its receptors and small 
molecule  antagonists  thereto,  which  may  be  useful  in  the  discovery  and 
development of human pharmaceutical products; 
 
         WHEREAS,  GSK and Neurocrine have agreed to  collaborate,  on the terms 
and   conditions   set  forth   herein,   in  the  research,   development   and 
commercialization of CRF Antagonist Compounds (as defined below); 
 
         NOW,  THEREFORE,   in  consideration  of  the  mutual  representations, 
warranties  and  covenants   contained   herein  and  other  good  and  valuable 
consideration, the Parties agree as follows: 
 
                                   ARTICLE ONE 
 
                                   DEFINITIONS 
 
When used in this Agreement, each of the following terms shall have the meanings 
set forth in this  Article One. Any terms  defined  elsewhere in this  Agreement 
should be given equal weight and  importance as though set forth in this Article 
One. 
 
1.1      "AFFILIATE" shall mean a Person that,  directly or indirectly,  through 
         one or more  intermediates,  controls,  is  controlled  by, or is under 
         common  control  with the Person  specified.  For the  purposes of this 
         definition, control shall mean the direct or indirect ownership of, (a) 
         in the case of corporate entities,  securities  authorized to cast more 
         than fifty  percent (50%) of the votes in any election for directors or 
         (b) in the case of  non-corporate  entities,  more than  fifty  percent 
         (50%)  ownership  interest with the power to direct the  management and 
         policies of such non-corporate  entity.  Notwithstanding the foregoing, 
         the term "Affiliate" shall not include subsidiaries in which a Party or 
         its Affiliates  owns a majority of the ordinary voting power to elect a 
         majority of the board of  directors,  but is  restricted  from electing 
         such  majority  by  contract  or  otherwise,  until  such  time as such 
         restrictions are no longer in effect. 
 
1.2      "COLLABORATION  PRODUCTS" shall mean all CRF 1 Antagonist Compounds and 
         CRF 2 Antagonist Compounds [***] or which are [***] with the [***]. 
 
1.3      "COLLABORATION  PATENT RIGHTS" shall mean the [***],  the [***] and the 
         [***]. 
 



 
 
1.4      "COLLABORATION   TECHNOLOGY"   shall  mean  each  and  all   Technology 
         encompassed by the [***] and specifically shall include the [***]. 
 
1.5      "COMBINATION  PRODUCT"  shall mean a product that  contains,  as active 
         ingredients  one or more  Collaboration  Products and one or more other 
         Compounds that are not Collaboration Products. 
 
1.6      "COMMERCIALLY  REASONABLE  EFFORTS"  shall mean  efforts and  resources 
         [***] in the [***] for a product  [***] in its [***] or [***] and is of 
         [***]  taking into account  [***] the [***] of [***]  products in [***] 
         the [***] and other  [***] of the  product,  the [***]  given the [***] 
         involved,  the [***] of the product including the [***] of [***], [***] 
         products and [***]. Commercially Reasonable Efforts shall be determined 
         [***] basis for [***], and it is [***] of effort will [***], reflecting 
         [***] of the Collaboration Product and the [***] involved. 
 
1.7      "COMPOUND"  shall mean a [***] compound or substance  together with all 
         complexes,  mixtures  and other  combinations,  prodrugs,  metabolites, 
         enantiomers,  solid morphic forms, salt forms,  racemates,  and isomers 
         thereof. 
 
1.8      "CONFIDENTIAL  INFORMATION"  shall  mean with  respect  to each  Party, 
         non-public  proprietary data or information which belong in whole or in 
         part  to such  Party  and/or  information  designated  as  Confidential 
         Information of such Party hereunder. 
 
1.9      "CONTROLS" OR "CONTROLLED"  shall mean with respect to Technology,  the 
         possession  of the  ability to grant  licenses or  sublicenses  without 
         violating the terms of any agreement or other  arrangement with, or the 
         rights of, any Third Party. 
 
1.10     "CO-COMMERCIALIZE"  shall mean Neurocrine's  option to co-commercialize 
         Collaboration Products in the U.S. as set forth in Section 6.3. 
 
1.11     "CORTICOTROPIN  RELEASING FACTOR" shall mean [***] referred to as [***] 
         as described in [***]. 
 
1.12     "CRF ANTAGONIST COMPOUND" shall mean a CRF 1 Antagonist Compound and/or 
         CRF 2 Antagonist Compound, as the case may be. 
 
1.13     "CRF 1 ANTAGONIST  COMPOUNDS"  shall mean compounds  encompassed by the 
         Patent Rights relating to the  Collaboration  Technology that are [***] 
         and [***]. For the avoidance of doubt, CRF 1 Antagonist Compounds shall 
         include any [***]. 
 
1.14     "CRF 2 ANTAGONIST  COMPOUNDS"  shall mean compounds  encompassed by the 
         Patent Rights relating to the  Collaboration  Technology that are [***] 
         and [***]. For the avoidance of doubt, CRF 2 Antagonist Compounds shall 
         include any [***]. 
 
1.15     "CRF 1 RECEPTOR" shall mean the transmembrane receptor claimed in [***] 
         and  all   divisionals,   continuations   and   corresponding   foreign 
         equivalents. 
 
1.16     "CRF 2 RECEPTOR" shall mean the transmembrane receptor claimed in [***] 
         and  all   divisionals,   continuations   and   corresponding   foreign 
         equivalents, including [***]. 
 
1.17     "CRF RELATED  PURPOSES" shall mean purposes relating to the development 
         of Compounds (i) that are [***] and (ii) for [***] in which [***]. 
 
1.18     "DEFAULT"   shall   mean  with   respect   to  a  Party  that  (i)  any 
         representation  or warranty of such Party set forth  herein  shall have 
         been untrue in any material  respect when made or (ii) such Party shall 
         have  failed  to  perform  any  material  obligation  set forth in this 
         Agreement. 
 



 
 
 
1.19     "DEVELOP" shall mean those  activities  related to the pre-clinical and 
         clinical   development  of  Collaboration   Products   including  those 
         activities related to the obtainment of Governmental  Approvals for the 
         clinical testing and commercial sale of Collaboration Products. 
 
1.20     "DEVELOPMENT  PATENT  RIGHTS" shall mean Patent Rights arising from the 
         Development  Program  after  expiration  of  the  term  of  exclusivity 
         hereunder afforded by the Research Programs 
 
1.21     "DEVELOPMENT PROGRAM" shall mean the development program(s) referred to 
         in Section 5.3 (and  subject to its terms) to Develop CRF 1  Antagonist 
         Compounds and CRF 2 Antagonist Compounds. 
 
1.22     "EFFECTIVE DATE" shall mean the date first written above. 
 
1.23     "FDA" shall mean the Federal Food and Drug Administration of the United 
         States  Department of Health and Human Services or any successor agency 
         thereof. 
 
1.24     "FIELD OF USE" shall mean all [***]. 
 
1.25     "FIRST  COMMERCIAL  SALE" shall mean with respect to any  Collaboration 
         Product  approved for  commercial  sale, the first transfer by GSK, its 
         Affiliates  and/or its sublicensees of the  Collaboration  Product to a 
         non-Affiliate  Third Party in exchange for cash or some  equivalent  to 
         which value can be assigned. 
 
1.26     "FORCE MAJEURE" shall mean any occurrence beyond the reasonable control 
         of  a  Party  that  prevents  or  substantially   interferes  with  the 
         performance by the Party of any of its obligations  hereunder,  if such 
         occurs by reason of any act of God, flood, fire, explosion, earthquake, 
         strike,   lockout,  labor  dispute,   casualty  or  accident;  or  war, 
         revolution,  civil  commotion,  acts of  public  enemies,  blockage  or 
         embargo;  or any  injunction,  law,  order,  proclamation,  regulation, 
         ordinance,   demand  or   requirement  of  any  government  or  of  any 
         subdivision,  authority or  representative  of any such government;  or 
         breakdown  of plant,  inability  to  procure or use  materials,  labor, 
         equipment,  transportation,  or energy sufficient to meet manufacturing 
         needs  without  the  necessity  of  allocation;   or  any  other  cause 
         whatsoever,  whether  similar or dissimilar to those above  enumerated, 
         beyond the reasonable  control of such Party,  if and only if the Party 
         affected shall have used  reasonable  efforts to avoid such  occurrence 
         and to remedy it promptly if it shall have occurred. 
 
1.27     "FTE"  shall  mean a full  time  equivalent  Neurocrine  employee  year 
         consisting  of a minimum of a total of  approximately  [***]  hours per 
         year of work on or directly related to the Research  Programs.  Work on 
         or directly  related to the Research  Programs can include,  but is not 
         limited to,  experimental  laboratory  work,  recording  and writing up 
         results,  reviewing  literature  and  references,   holding  scientific 
         discussions,  managing  and  leading  scientific  staff,  carrying  out 
         management  duties  related to the  Research  Programs,  and writing up 
         results for  publications or  presentation  and attending or presenting 
         appropriate seminars and symposia. 
 
1.28     "GENERIC  COMPETITION" shall exist during a given calendar quarter with 
         respect  to a  Collaboration  Product  in a  country  if,  during  such 
         calendar quarter, one or more [***] shall be [***] in such country. 
 
1.29     "GENERIC  PRODUCTS"  shall mean and  include  [***]  (other  than [***] 
         pursuant  to this  Agreement)  that  contain  [***] the same [***] as a 
         [***] and which (a) [***] as a [***] and (b) can  [***]or are [***] for 
         the [***]. 
 



 
 
 
1.30     "GSK  CONFIDENTIAL  INFORMATION"  shall mean  Confidential  Information 
         owned by GSK and/or  its  Affiliates  or  otherwise  designated  as GSK 
         Confidential   Information   hereunder  but  shall  not  include  Joint 
         Confidential Information. 
 
1.31     "GSK  MATERIALS"   shall  mean  GSK  proprietary   research   materials 
         including,  but not limited to, assays,  physical databases of chemical 
         structures of Compounds,  reagents and materials derived therefrom. GSK 
         Materials will not include Program Materials or Collaboration Products. 
         GSK will own GSK Materials supplied by GSK to Neurocrine hereunder. 
 
1.32     "GSK  TECHNOLOGY"  shall mean, all Technology  and,  subject to Section 
         1.48, (other than Program Technology) owned or Controlled by GSK and/or 
         its  Affiliates on the Effective  Date [***] (i) [***] and [***] and/or 
         [***]  and/or  (ii)  [***]  to the  [***]  of the  [***]  and/or  [***] 
         including [***]. GSK Technology shall  specifically  include but not be 
         limited to the GSK Patent Rights set forth on Exhibit A. 
 
1.33     "INDICATION" shall have the meaning ascribed to it in Article 7. 
 
1.34     "INVERSE  AGONIST" shall mean a drug which produces an effect  opposite 
         to that of an agonist yet acts at the same receptor. A compound,  which 
         binds to the CRF 1 Receptor or CRF 2 Receptor,  as the case may be, and 
         in  the  absence  of  CRF  or  other  agonist   ligands,   will  reduce 
         constitutive  activity.  Such compound will also reduce activity at the 
         related CRF receptor in the presence of CRF or other  agonist  ligands. 
         Such a compound will have [***]. 
 
1.35     "JOINT  CONFIDENTIAL  INFORMATION" shall mean Confidential  Information 
         owned jointly by GSK and  Neurocrine  or otherwise  designated as Joint 
         Confidential Information hereunder. 
 
1.36     "LEAD COMPOUND" shall mean [***] or such other compound [***]. 
 
1.37     "MILESTONES"  shall mean the  payments to be made by GSK to  Neurocrine 
         upon occurrence of certain events as set forth in Article Eight. 
 
1.38     "MOOD  DISORDER(S)"  shall mean any one or more mood  disorders as such 
         are more  particularly  specified  in  Sections A and B of Exhibit E to 
         this Agreement. 
 
1.39     "NDA"  shall  mean a New  Drug  Application  covering  a  Collaboration 
         Product  filed  with the FDA  pursuant  to 21 CFR 314 or an  equivalent 
         foreign  filing  required for  marketing  approval of a  pharmaceutical 
         product. 
 
1.40     "NET SALES" shall mean the [***] from sales of  Collaboration  Products 
         in the Territory by GSK, its Affiliates or  sublicensees  ("the Selling 
         Party") to Third  Parties  less [***] to  Collaboration  Product by the 
         Selling Party using generally accepted accounting standards for: 
 



 
 
 
         (i)      [***]  charges,   including  [***],  for  [***]  Collaboration 
                  Product; 
 
         (ii)     [***] and [***] paid or allowed by the  Selling  Party and any 
                  other [***] imposed upon the [***] Collaboration Product; 
 
         (iii)    [***] (including [***]) [***] on Collaboration Product; 
 
         (iv)     [***] to customers on account of [***] Collaboration Product; 
 
         (v)      [***] to customers on account of [***] Collaboration  Product; 
                  and 
 
         (vi)     Collaboration  Product [***] and  Collaboration  Product [***] 
                  including those [***]. 
 
         Sales between GSK, its Affiliates and its or their  sublicensees  shall 
         be excluded from the  computation  of Net Sales and no payments will be 
         payable on such sales except where such Affiliates or  sub-distributors 
         are end users but Net Sales shall include the subsequent final sales to 
         Third Parties by such Affiliates or  sublicensees.  In the event that a 
         Collaboration Product is sold in the form of a Combination Product, the 
         Net Sales for such Combination Product will be calculated as follows: 
 
                  (aa) If GSK, its  Affiliates  and/or  sublicensees  separately 
         sells in such country, (x) each of the Collaboration Products contained 
         in the Combination  Product and (y) other products  containing as their 
         sole active  ingredient(s)  the other active component or components in 
         such  Combination   Product,   the  Net  Sales   attributable  to  such 
         Combination  Product  shall be  calculated  by  [***] is GSK's  (or its 
         Affiliates or sublicensees,  as applicable)  [***] during the period to 
         which the Net Sales calculation applies for each Collaboration  Product 
         in the  Combination  Product in such country and [***] is GSK's (or its 
         Affiliates or  sublicensees,  as applicable)  [***],  which  product(s) 
         contain, [***] in the Combination Product. 
 
                  (bb) If GSK, its  Affiliates  and/or  sublicensees  separately 
         sells, in such country,  each  Collaboration  Products contained in the 
         Combination Product but do not separately sell, in such country,  other 
         products containing as their sole active ingredient(s) the other active 
         component or  components  in such  Combination  Product,  the Net Sales 
         attributable  to  such  Combination  Product  shall  be  calculated  by 
         multiplying the Net Sales of such  Combination  Product by the fraction 
         A/C  where:  A is [***],  and C is [***]  applies  for the  Combination 
         Product in such country. 
 
                  (cc)  If  GSK,  its  Affiliates  and/or  sublicensees  do  not 
         separately   sell  each   Collaboration   Products   contained  in  the 
         Combination  Product,  the Net Sales  attributable to such  Combination 
         Product  shall  be  calculated  by  multiplying  the Net  Sales of such 
         Combination Product by the fraction D/D+E where D is the [***] and E is 
         the [***] Combination Product. 
 
1.41     "NEUROCRINE   CONFIDENTIAL   INFORMATION"   shall   mean   Confidential 
         Information  owned by Neurocrine or otherwise  designated as Neurocrine 
         Confidential   Information   hereunder  but  shall  not  include  Joint 
         Confidential Information. 
 
1.42     "NEUROCRINE  MATERIALS"  shall  mean  Neurocrine  proprietary  research 
         materials including,  but not limited to, assays, physical databases of 
         chemical  structures  of  Compounds,  reagents  and  materials  derived 
         therefrom.  Neurocrine  Materials will not include Program Materials or 
         Collaboration  Products.   Neurocrine  will  own  Neurocrine  Materials 
         supplied by Neurocrine to GSK hereunder. 
 
1.43     "NEUROCRINE  RECEPTORS"  shall  mean  the  CRF  1  Receptor  and  CRF 2 
         Receptor. 
 
1.44     "NEUROCRINE  RECEPTOR  TECHNOLOGY"  shall mean,  all  Technology  (and, 
         subject  to  Section  1.46,  other than  Program  Technology)  owned or 
         Controlled by Neurocrine on the Effective Date or during the [***] that 
         claims,  describes or relates to the use [***]  including  Neurocrine's 
         [***]. 
 



 
 
 
1.45     "NEUROCRINE  TECHNOLOGY"  shall mean all Technology (other than Program 
         Technology or Neurocrine  Receptor  Technology)  owned or Controlled by 
         Neurocrine  on  the  Effective  Date  [***]  and/or  [***].  Neurocrine 
         Technology  shall  specifically  include  but  not  be  limited  to the 
         Neurocrine Patent Rights set forth on Exhibit B. 
 
1.46     "NON-CRF  RELATED   PURPOSES"  shall  mean  purposes  relating  to  the 
         development  of Compounds (i) that are [***] and (ii) are developed for 
         [***]. 
 
1.47     "PARTY" shall mean GSK or Neurocrine, as the case may be, and "PARTIES" 
         shall mean GSK and Neurocrine. 
 
1.48     "PATENT  RIGHTS"  shall  mean the rights  and  interests  in and to all 
         issued  patents  and  pending  patent   applications  in  any  country, 
         including,    without   limitation,   all   provisional   applications, 
         substitutions,  continuations,  continuations-in-part,  divisions,  and 
         renewals,    all   letters    patent   granted    thereon,    and   all 
         patents-of-addition,   reissues,   reexaminations   and  extensions  or 
         restorations by existing or future extension or restoration mechanisms, 
         including,  without limitation Supplementary Protection Certificates or 
         the equivalent thereof. 
 
1.49     "PERSON" shall mean any  individual,  firm,  corporation,  partnership, 
         limited liability company, trust,  unincorporated organization or other 
         entity or a government  agency or political  subdivision  thereto,  and 
         shall include any successor by merger or otherwise) of such Person. 
 
1.50     "PROGRAM MATERIALS" shall mean and include clones, cell lines,  assays, 
         databases,  electronic and physical  databases of chemical  structures, 
         which, in each case, are developed, by Neurocrine and/or GSK during the 
         course of conduct of the Research Programs.  Program Materials will not 
         include Collaboration Products. 
 
1.51     "PROGRAM  PATENT RIGHTS" shall mean the Patent Rights arising from this 
         collaboration  between the Parties during the period  commencing on the 
         Effective  Date and ending upon  expiration of the term of  exclusivity 
         afforded by the Research Programs (which such Program Patent Rights are 
         jointly  owned by the Parties)  "Program  Patent  Rights" shall include 
         Patent Rights [***]  arising from [***] where it is determined  that in 
         respect  of [***]  included  in such  application  there are [***] as a 
         result of [***] during and arising from [***]. 
 
1.52     "PROGRAM  TECHNOLOGY"  shall mean  Technology,  which is  discovered or 
         invented by Neurocrine  personnel and/or GSK personnel and/or personnel 
         within their  respective  Affiliates  arising  from this  collaboration 
         between the Parties during the period  commencing [***] and ending upon 
         [***] (which such Program  Technology  is jointly owned by the Parties) 
         and specifically shall include Program Patent Rights. 
 
1.53     "R&D  PROGRAMS"  shall  mean  the CRF 1 R&D  Program  and the CRF 2 R&D 
         Program described in Article Five. 
 
1.54     "REGULATORY APPROVAL" shall mean the technical,  medical and scientific 
         licenses,  registrations,   authorizations  and  approvals  (including, 
         without limitation, approvals of Investigational Drug Applications, New 
         Drug Applications and equivalents, supplements and amendments, pre- and 
         post- approvals,  pricing and third party reimbursement  approvals, and 
         labeling approvals) of any national, supra-national, regional, state or 
         local regulatory agency,  department,  bureau,  commission,  council or 
         other governmental entity, necessary for the development,  manufacture, 
         distribution, marketing, promotion, offer for sale, use, import, export 
         or sale of Collaboration Product(s) in a regulatory jurisdiction 
 



 
 
 
1.55     "REGULATORY FILINGS" shall mean, collectively, Investigational New Drug 
         Applications,  Product License  Applications,  Drug Master Files,  NDAs 
         and/or any other equivalent or comparable filings as may be required by 
         Regulatory Authorities to obtain Regulatory Approvals. 
 
1.56     RESEARCH  PLANS"  shall  mean  the CRF 1  research  plan  and the CRF 2 
         research plan as described in Section 5.2 (c). 
 
1.57     "RESEARCH PROGRAMS" shall mean the CRF 1 collaborative research program 
         conducted by Neurocrine  and GSK in accordance  with the  provisions of 
         Article  Five  hereof  and the  CRF 2  collaborative  research  program 
         conducted by Neurocrine  and GSK in accordance  with the  provisions of 
         Article Five hereof. 
 
1.58     "ROYALTIES"  shall mean those  royalties  payable by GSK to  Neurocrine 
         pursuant to Article Seven of this Agreement. 
 
1.59     "[***]"  shall mean the  License  Agreement  dated [***] by and between 
         [***] and Neurocrine Biosciences, Inc. 
 
1.60     "STEERING  COMMITTEE"  shall have the meaning set forth in Article Four 
         hereof. 
 
1.61     "TECHNOLOGY"   shall  mean  proprietary   data,   information  and  all 
         intellectual  property,  including  but not limited to, trade  secrets, 
         know-how,  inventions and  technology,  whether  patentable or not, and 
         Patent  Rights  directed to products,  processes,  formulations  and/or 
         methods but which term shall  specifically  exclude  copyright  and all 
         registered and unregistered trademarks. 
 
1.62     "TERRITORY" shall mean the world. 
 
1.63     "THIRD PARTY(IES)" shall mean any Person other than Neurocrine, GSK and 
         their respective Affiliates. 
 
1.64     "THIRD PARTY  ROYALTIES"  shall mean  royalties  payable by Neurocrine, 
         GSK, its Affiliates or sublicensees to a non-Affiliate  Third Party (or 
         multiple  non-Affiliate  Third Parties) to make,  have made, use, sell, 
         offer  for sale or import  Collaboration  Products  where  the  royalty 
         payable to such non-Affiliate Third Party [***]. 
 
1.65     "VALID CLAIM" shall mean a claim of an issued and unexpired patent or a 
         claim of a pending patent  application  which has not been held invalid 
         or  unenforceable  by a court or other  government  agency of competent 
         jurisdiction  from which no appeal can be or has been taken and has not 
         been admitted to be invalid or unenforceable through  re-examination or 
         disclaimer or otherwise. 
 
                                   ARTICLE TWO 
 
                         REPRESENTATIONS AND WARRANTIES 
 
2.1      MUTUAL  REPRESENTATIONS  AND WARRANTIES.  Each Party hereby represents, 
         warrants and covenants to the other Party that: 
 



 
 
 
         (a)      the execution,  delivery to the other Party and performance by 
                  it of this  Agreement  and its  compliance  with the terms and 
                  provisions of this  Agreement  does not and will not conflict, 
                  in any material respect,  with or result in a breach of any of 
                  the  terms  or  provisions   of  (i)  any  other   contractual 
                  obligations of such Party, (ii) the provisions of its charter, 
                  operating  documents  or  bylaws,  or (iii) any  order,  writ, 
                  injunction  or decree of any court or  governmental  authority 
                  entered  against it or by which it or any of its  property  is 
                  bound  except   where  such  breach  or  conflict   would  not 
                  materially  impact the Party's ability to meet its obligations 
                  hereunder, 
 
         (b)      this  Agreement is a legal and valid  obligation  binding upon 
                  such  Party and  enforceable  in  accordance  with its  terms, 
                  including  Section 10.4, except as (i)  enforceability  may be 
                  limited by bankruptcy, insolvency, reorganization, moratorium, 
                  or similar laws affecting the enforcement of creditors' rights 
                  and (ii) equitable principles of general applicability; 
 
         (c)      such Party is a corporation  duly organized,  validly existing 
                  and in good  standing  under  the  laws of the  state or other 
                  jurisdiction  of  incorporation  or  formation  and  has  full 
                  corporate power and authority to enter into this Agreement and 
                  to carry out the provisions  hereof except where failure to be 
                  in good  standing  would not  materially  impact  the  Party's 
                  ability to meet its obligations hereunder; 
 
         (d)      such  Party is duly  authorized,  by all  requisite  corporate 
                  action,   to  execute  and  deliver  this  Agreement  and  the 
                  execution,  delivery and performance of this Agreement by such 
                  Party does not require any shareholder action or approval, and 
                  the Person executing this Agreement on behalf of such Party is 
                  duly authorized to so by all requisite corporate action; and 
 
         (e)      no  consent,   approval,   order  or   authorization   of,  or 
                  registration,   qualification,   designation,  declaration  or 
                  filing  with,  any  federal,   state  or  local   governmental 
                  authority is required on the part of such Party in  connection 
                  with the valid  execution,  delivery and  performance  of this 
                  Agreement,   except  for  any  filings  under  any  applicable 
                  securities and anti-trust  laws  (including but not limited to 
                  any Hart-Scott-Rodino Act filing) and except where the failure 
                  to  obtain  any of the  foregoing  would  not have a  material 
                  adverse  impact  on the  ability  of such  Party to meets  its 
                  obligations hereunder. 
 
2.2      USE OF  TECHNOLOGY.  Neurocrine  warrants  that it will not use the GSK 
         Technology unless specifically licensed hereunder. GSK warrants that it 
         will not use the Neurocrine  Technology  unless  specifically  licensed 
         hereunder. 
 
2.3      [***].  Patent  Rights  licensed  to [***]  pursuant  to the [***] (the 
         "Sublicensed  Rights")  are  included  in the [***]  licensed to [***]. 
         [***] has reviewed and  understands  the terms of the [***] and, so far 
         as  it  is  aware,  understands  the  terms  of  this  Agreement  to be 
         consistent  with it. [***] agrees that it will not [***] insofar as any 
         such [***] will have any [***] on any of the [***] under this Agreement 
         or any agreement  entered into between [***],  without [***] (i) may be 
         provided or withheld by [***] in the case of any [***] that would [***] 
         any such [***] or [***] of [***],  including,  without limitation,  any 
         [***] to be [***],  any [***] in [***], or any [***] of the Sublicensed 
         Rights, or (ii) will not be unreasonably  withheld by [***] in the case 
         of any [***] that would [***] impact any such [***] further agrees that 
         it will  promptly  provide [***] with copies of any notices it receives 
         from or gives to [***] pertaining to any [***] of the [***]. 
 
2.4      SPECIFIC  NEUROCRINE  WARRANTIES  Neurocrine warrants and represents to 
         GSK that as of the mutual date of  execution  of this  Agreement by the 
         Parties: 
 



 
 
 
         (a)      it has the full  right,  power  and  authority  to  grant  the 
                  licenses granted to GSK under Article Three hereof; 
 
         (b)      all Patent Rights  included  within the Neurocrine  Technology 
                  are  existing  and,  to its  knowledge,  are  not  invalid  or 
                  unenforceable, in whole or in part; 
 
         (c)      (i)  it is the  sole  and  exclusive  owner  or the  exclusive 
                  licensee  of the  Neurocrine  Technology,  including,  without 
                  limitation,  all Patent Rights included therein,  and (ii), to 
                  its knowledge,  no Person has any right,  title or interest in 
                  or to the Neurocrine Technology; 
 
         (d)      all inventors  (who are known as of the date this Agreement is 
                  signed  by each of the  Parties)  of any  inventions  included 
                  within the  Neurocrine  Technology  have assigned their entire 
                  right,  title and interest in and to such  inventions  and the 
                  corresponding Patent Rights to Neurocrine; 
 
         (e)      there are no claims,  judgments or settlements against or owed 
                  by  Neurocrine  or, to its  knowledge,  pending or  threatened 
                  claims or litigation relating to the Neurocrine Technology; 
 
         (f)      except  as  disclosed  to GSK  prior  to the  mutual  date  of 
                  execution of this Agreement by the Parties, it is not aware of 
                  any [***] which could materially  adversely affect the ability 
                  of [***]  hereunder  or the  ability of [***] of the rights or 
                  licenses granted to it under this Agreement; 
 
         (g)      it has no knowledge of any  material  information,  other than 
                  information  provided  to GSK  prior  to the  signing  of this 
                  Agreement, which would [***]; and 
 
         (h)      it has no  present  knowledge  of the  existence  of any [***] 
                  which it has not provided to GSK prior to mutual  execution by 
                  the  Parties of this  Agreement  and which in [***] that there 
                  may exist [***] 
 
2.5      [***]  COLLABORATIVE  EFFORT.  Subject  to  [***]  sublicensing  rights 
         hereunder,  and except where the  Steering  Committee  shall  determine 
         otherwise (in which event for the avoidance of doubt such work shall be 
         considered part of this collaboration), [***] will each work [***]; and 
         (ii) otherwise in contravention of the exclusive license rights granted 
         to [***] under [***] of this  Agreement.  For the  avoidance  of doubt, 
         upon expiration of the term of the Research Program: 
 
         (a)      this Agreement shall remain in force and effect; 
 
         (b)      the  intent  and effect of the  license  grant to [***]  under 
                  Section 3.1 is that, for the duration of this Agreement, [***] 
                  shall have [***] or through any Affiliate  and/or Third Party, 
                  and/or  otherwise  [***]  including  [***]  and/or  the  [***] 
                  including [***]. 
 
2.6      COMMERCIALLY  REASONABLE  EFFORTS.  Neurocrine  and GSK shall  each use 
         Commercially Reasonable Efforts to perform their respective obligations 
         under  the R&D  Programs  and meet the  goals of the R&D  Programs  and 
         Collaboration. 
 



 
 
 
2.7      DISCLAIMER.  EXCEPT AS  EXPRESSLY  PROVIDED  HEREIN EACH PARTY MAKES NO 
         OTHER REPRESENTATION OR WARRANTY, EITHER EXPRESS OR IMPLIED, INCLUDING, 
         WITHOUT LIMITATION,  ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A 
         PARTICULAR  PURPOSE WITH RESPECT TO ANY  MATERIALS,  INCLUDING  WITHOUT 
         LIMITATION    NEUROCRINE    TECHNOLOGY   AND   NEUROCRINE    RECEPTORS. 
         ADDITIONALLY,  EXCEPT AS EXPRESSLY SET FORTH IN SECTION 2.4, NEUROCRINE 
         MAKES NO  REPRESENTATION OR WARRANTY,  EITHER EXPRESS OR IMPLIED,  THAT 
         THE  MANUFACTURE,  USE OR SALE OF ANY  COLLABORATION  PRODUCT  WILL NOT 
         INFRINGE THE INTELLECTUAL PROPERTY RIGHTS OF ANY THIRD PARTY. 
 
                                  ARTICLE THREE 
 
                                    LICENSES 
 
3.1      LICENSE GRANT TO [***].  [***] hereby grants to [***]: 
 
         (a)      the [***] right and license, [***] sublicense [***], under the 
                  [***]  Technology,  including  [***] Patent Rights,  and [***] 
                  interest in any Program [***],  including [***] Patent Rights, 
                  to identify,  make, have made, use, sell, offer for sale, have 
                  sold and import Collaboration  Products in the Field of use in 
                  the Territory; 
 
         (b)      during  the term of [***] and a period of [***],  the [***] in 
                  the Territory,  with [***] sublicense  [***],  under the [***] 
                  Technology, to use the [***] for [***]. 
 
3.2      [***] RIGHTS.  The exclusive  licenses  granted to [***] in Section 3.1 
         above, and the provisions of Section 3.7, shall be subject to the [***] 
         of a [***], with [***], in each case, to the extent necessary for [***] 
         to solely  perform  its  obligations  [***].  Subject  to the  licenses 
         granted to [***] in Section 3.1 above,  nothing  herein shall be deemed 
         to  restrict  [***]  right to  otherwise  exploit (i) the [***] for all 
         purposes,  subject always to Section 2.5 [***];  and (ii) the [***] for 
         [***]. 
 
3.3      LICENSE  GRANT TO [***].  [***] hereby  grants to [***] under the [***] 
         Technology,  including  [***]  Patent  Rights,  and  [***]  Technology, 
         including [***], to [***] and any other [***] conducted under the scope 
         and authority of this Agreement. 
 
3.4      DISCLOSURE.  During the term of this  Agreement,  the  Parties  will as 
         promptly  as  practicably  possible  disclose  to one another all data, 
         information, inventions, techniques and discoveries (whether patentable 
         or  not)  arising  out of the  conduct  of the  R&D  Programs  and  all 
         inventions,  techniques  and  discoveries  (whether  patentable or not) 
         included in the Technology licensed hereunder. 
 
3.5      DATA. All data and information  arising out of the R&D Programs will be 
         jointly owned by the Parties and will be Joint Confidential Information 
         and,  subject to the licenses granted by one Party to the other, as set 
         forth herein, may be used by the Parties for any purpose. 
 
3.6      MATERIALS. 
 
         (a)      PROGRAM  MATERIALS.  During the term of this  Agreement,  upon 
                  request by either Party, the Party to whom the request is made 
                  will  promptly  provide to the other Party such  quantities of 
                  Program  Materials as shall be reasonably  available in excess 
                  of its own  needs  for  such  other  Party  to  carry  out its 
                  respective  responsibilities under this Agreement.  Subject to 
                  the  licenses set forth in Article  Three,  each Party may use 
                  the Program  Materials  created or developed by such Party for 
                  any purpose. 
 



 
 
 
         (b)      NEUROCRINE  MATERIALS.  During  the  term of  this  Agreement, 
                  Neurocrine will supply to GSK Neurocrine  Materials reasonably 
                  both in quantity and identity)  requested by GSK provided (i) 
                  such Neurocrine Materials are reasonably and readily available 
                  to Neurocrine in excess of Neurocrine's own requirements,  and 
                  (ii)  supply  of  such  Neurocrine   Materials  will  not,  in 
                  Neurocrine's  sole  judgment,  (a) conflict with  Neurocrine's 
                  internal or collaborative research programs, (b) conflict with 
                  Neurocrine's internal policies regarding such materials or (c) 
                  violate any  agreement  to which  Neurocrine  is a party.  Any 
                  Neurocrine  Materials  provided to GSK hereunder together with 
                  materials  derived  therefrom  thereof (i) may only be used by 
                  GSK and GSK's permitted sublicensees in the conduct of the R&D 
                  Programs  and/or  in  the  discovery  and/or   development  of 
                  Collaboration  Products,  (ii)  may not be  supplied  to Third 
                  Parties,  other than Third Parties that,  with the approval of 
                  the Steering  Committee,  are under  contract  with one of the 
                  Parties to perform  services  in support of the R&D  Programs, 
                  without  Neurocrine's  prior  written  consent  which  can  be 
                  withheld for any reason in  Neurocrine's  sole  discretion and 
                  (iii) will, at Neurocrine's option and at Neurocrine's request 
                  be returned to  Neurocrine  or  destroyed.  The  provision  of 
                  Neurocrine  Materials hereunder will not constitute any grant, 
                  option or license under any Neurocrine  Patent Rights,  except 
                  as expressly set forth herein. 
 
         (c)      GSK  MATERIALS.  During the term of this  Agreement,  GSK will 
                  supply  to  Neurocrine  GSK  Materials   reasonably  both  in 
                  quantity and identity) requested by Neurocrine pursuant to the 
                  carrying out of its  obligations  under the  Research  Program 
                  provided (i) such GSK  Materials  are  reasonably  and readily 
                  available to GSK in excess of GSK's own requirements, and (ii) 
                  supply of such GSK Materials will not, in GSK's sole judgment, 
                  (a) conflict  with GSK's  internal or  collaborative  research 
                  programs,  (b) conflict with GSK's internal policies regarding 
                  such  materials or (c) violate any agreement to which GSK is a 
                  party.  Any GSK  Materials  provided to  Neurocrine  hereunder 
                  together with materials derived therefrom thereof (i) may only 
                  be used by Neurocrine in the conduct of the R&D Programs, (ii) 
                  may not be supplied to Third Parties, other than Third Parties 
                  that, with the approval of the Steering  Committee,  are under 
                  contract  with  one of the  Parties  to  perform  services  in 
                  support  of the R&D  Programs,  without  GSK's  prior  written 
                  consent  which can be  withheld  for any  reason in GSK's sole 
                  discretion  and  (iii)  will,  at  GSK's  option  and at GSK's 
                  request be returned to GSK or destroyed.  The provision of GSK 
                  Materials  hereunder will not constitute any grant,  option or 
                  license under any GSK Patent  Rights,  except as expressly set 
                  forth herein. 
 
3.7      OPTION FOR [***]. 
 
         (a)      OPTION  FOR  [***].  The  scope of the  Collaboration  between 
                  Neurocrine and GSK set forth in this Agreement  [***] research 
                  and  development  of  compounds  that are [***].  The  Parties 
                  acknowledge that the [***]  Technology may have [***].  Whilst 
                  [***] the full and  unrestricted  right to use and exploit the 
                  [***] Technology for purposes  [***]and  specifically to [***] 
                  Purposes, the exercise of such rights is, and shall be, at all 
                  times subject to the terms of Section 3.7 (b) in that, subject 
                  to such  terms,  either  Party shall have the option to obtain 
                  [***] license [***] under the [***]  Technology to make,  have 
                  made,  use,  sell,  have sold and import  [***]  Purposes in a 
                  particular field. 
 
         (b)      EXERCISE  OF THE OPTION.  In order to exercise  the option for 
                  [***]  Technology as referred to in Section 3.7(a),  the [***] 
                  must deliver to [***] in writing,  (i) a description  of [***] 
                  of the [***]  Technology  with respect to which [***],  (ii) a 
                  representation  by such Party that [***] has  conducted  [***] 
                  which indicates that the portion of the [***]  Technology with 
                  respect to which [***] in the field [***] (which shall include 
                  [***]  etc.) and bears a  reasonable  relation  to the  [***], 
                  (iii) a  description  of the [***] for which [***] which shall 
                  be  limited  to a specific  statement  of the [***]  including 
                  [***] (for example, [***] shall not be considered sufficiently 
                  specific  while a  statement  of  [***]  shall  be  considered 



                  sufficiently  specific),  (iv) a description  of the [***] and 
                  known and potential [***],  and (v) a  representation  by such 
 



 
 
                  Party  that the  Party  [***]  consistent  with  such  Party's 
                  practices  with  regard  [***].  Upon  the  [***]  good  faith 
                  determination  that an appropriate  demonstration  to [***] of 
                  (i)-(v) above has been made by the requesting Party, the other 
                  Party  shall  [***]  right  and  license   [***]  under  [***] 
                  Technology  with respect to which [***] for such [***] Purpose 
                  [***] and the requesting  Party shall [***] in respect of same 
                  for so long as [***] Technology for such [***] Purpose in such 
                  particular  [***].  For the  avoidance  of doubt [***] of this 
                  Agreement for any reason. 
 
 
3.8      INVENTION  ASSIGNMENT  AGREEMENTS.  All  Neurocrine  and GSK  personnel 
         conducting the R&D Programs will have executed  Neurocrine's  or GSK's, 
         as the case may be, standard  non-disclosure  and invention  assignment 
         agreement. 
 
 
                                  ARTICLE FOUR 
 
                               STEERING COMMITTEE 
 
4.1      CREATION;  AUTHORITY.  Within  sixty (60) days of the  Effective  Date, 
         Neurocrine  and GSK will  form a  Steering  Committee  to  oversee  the 
         research,  development and commercialization of Collaboration  Products 
         by  reviewing  all  recommendations  and  issues  arising  from the R&D 
         Program and Project  Teams,  who shall be  responsible  to the Steering 
         Committee. The Steering Committee shall be comprised of an equal number 
         (maximum four (4) per party) of representatives appointed by Neurocrine 
         and GSK. GSK  representatives  on the Steering  Committee will be at VP 
         level  and  will  include  representatives  who  can  address  all  the 
         potential  Indications  for  Collaboration  Products  arising  from the 
         Collaboration. 
 
4.2      SECRETARY.  A secretary to the Steering Committee shall be appointed on 
         an annual basis and will rotate  between GSK and  Neurocrine,  with GSK 
         providing the first such secretary.  The secretary shall be responsible 
         for scheduling  quarterly meetings,  distributing  meeting materials in 
         advance  of  meetings  and  meeting  minutes  following  meetings.  The 
         secretary  shall also be empowered to call special  meetings on request 
         of any Steering Committee member. The Party convening a special meeting 
         shall send notices and agenda for such  meetings to the other Party and 
         to each Steering Committee member. 
 
4.3      MEETINGS.  The Steering  Committee  shall meet no less  frequently than 
         quarterly.  Steering  Committee meetings may be by teleconference or by 
         videoconference  as well as in person,  with at least one  face-to-face 
         meeting  per  annum.  Either  Party may call a special  meeting  of the 
         Steering Committee two (2) times per year, on fifteen (15) days written 
         notice to the other Party.  Meetings will alternate between the offices 
         of the Parties, unless otherwise agreed. Each Party shall have one vote 
         only.  Members of the Committee  shall have the right to participate in 
         meetings by  telephone.  Each Party shall be  responsible  for expenses 
         incurred by its  employees  and its members of the  Steering  Committee 
         incurred in attending or otherwise  participating in Steering Committee 
         meetings. 
 
4.4      DECISIONS OF THE  COMMITTEE.  All  decisions of the Steering  Committee 
         shall be made in good faith in the best interests of the  Collaboration 
         to further the goals of the  Collaboration  and shall be unanimous.  In 
         the event the Steering Committee shall be unable to reach a decision on 
         any matter, the matter shall be submitted to the [***] Neurocrine [***] 
         of GSK for [***] based on [***] and if they can not agree  within [***] 
         of the matter having been referred to them [***]. 
 
4.5      REPORTING AND DISCLOSURE. 
 
         (a)      REPORTS.  Prior  to each  quarterly  meeting  of the  Steering 
                  Committee,  the Parties will  distribute to each other written 
                  copies  of  all  materials  intended  to be  submitted  at the 
                  Steering  Committee  meeting plus, to the extent not set forth 
                  in the Steering Committee materials, a written report from the 
                  CRF  Research  Project  Team and,  where  applicable,  the CRF 
                  Development  Project Team(s) both more particularly  referred 
                  to in  Article  5)  summarizing  any other  material  data and 
 
 



 
 
                  information  arising out of the conduct of the R&D Program. In 
                  the event that after receipt of any such report,  either Party 
                  shall request  additional data or information  relating to the 
                  R&D Program data or Technology licensed  hereunder,  the Party 
                  to whom such  request  is made shall  promptly  provide to the 
                  other  Party  such  data  or   information   that  such  Party 
                  reasonably  believes is necessary for the continued conduct of 
                  the R&D Program. 
 
         (b)      MEETINGS.  At the meetings of the Steering Committee,  GSK and 
                  Neurocrine  will review in reasonable  detail (i) all data and 
                  information  generated  in the conduct of the R&D  Programs by 
                  each Party and (ii) all Program Technology  licensed hereunder 
                  developed by the Parties. 
 
4.6      GOALS OF THE COLLABORATION.  The goals of the Collaboration,  expressed 
         herein as an intent  (rather  than  creating  any  express  or  implied 
         liability on the part of either Party) shall be: 
 
         (a) to establish [***] for [***]; 
 
         (b)      to establish [***] for [***]; 
 
         (c)      to identify [***] to the [***]; 
 
         (d)      to identify [***] to the [***]; 
 
         (e)      to identify [***]; and 
 
         (f)      to [***] for all  [***] in this  context  shall  have the same 
                  meaning as in Section [***]. 
 
 
                                  ARTICLE FIVE 
 
                                 CRF R&D PROGRAM 
 
5.1      CRF R&D PROGRAM.  Under the terms and conditions set forth herein,  GSK 
         and  Neurocrine  will  collaborate  in the  conduct of a  collaborative 
         research and development program to [***] (the "CRF R&D Program").  The 
         CRF R&D Program will be comprised of two (2) main  components:  the CRF 
         Research Program and the CRF Development Program. 
 
5.2      CRF RESEARCH PROGRAM. 
 
         (a)      TERM.  The initial  term of the CRF  Research  Program will be 
                  [***] from the Effective Date,  extendable by a further [***], 
                  to [***] from the Effective Date, upon the mutual agreement of 
                  both Parties.  To give effect to the  foregoing,  on or around 
                  [***] before  expiration  of the initial [***] term of the CRF 
                  Research Program, the Parties shall meet to consider and agree 
                  upon  the  appropriateness,  or not,  of  extending  such  CRF 
                  Research  Program for a further  [***].  If the Parties do not 
                  agree  mutually  to  extend  the CRF  Research  Program  for a 
                  further [***] in accordance with the foregoing provisions, GSK 
                  and Neurocrine shall  nevertheless  continue into [***] of the 
                  CRF Research Program to allow for an orderly winding down, and 
                  transition,  of  activities  carried  out during  the  initial 
                  [***]. 
 
         (b)      GOALS. 
 
                  (i)      [***]  Antagonist  Compounds.  The  goal  of the  CRF 
                           Research  Program as such relates to  [***]Antagonist 
                           Compounds, will be to [***] and [***] to the [***] as 
                           Development Compounds for [***] and [***] other [***] 
                           and  to  identify  [***]  for  future   research  and 
                           development.  It is expected that the [***] for [***] 
                           Receptor  Antagonists  will be  [***]  and  [***]  or 
                           another  [***] for which the  therapeutic  benefit is 
                           not directly  related to [***].  It is a further goal 
                           of the CRF Research  Program to continue  basic [***] 
 
 



 
 
                           biology  research  including  development  of  [***], 
                           [***] and [***] to further  study  [***] of the [***] 
                           and to explore  [***] as it  relates  to  development 
                           [***]. (ii)  [***]Antagonist  Compounds.  The goal of 
                           the CRF  Research  Program,  as such relates to [***] 
                           Antagonist  Compounds,  will be to [***] for [***] to 
                           evaluate  [***] and [***] and to identify  [***] that 
                           can be optimized for [***]. 
 
                  For the purposes of this Agreement,  the following terms shall 
         have the meanings assigned below: 
 
                  "Development Compound" shall mean a Collaboration Product with 
         respect to which [***]. 
 
 
                  "Back-up  Compound"  shall  mean a  series  of one (1) or more 
         Compounds  that are  included  within the [***] and that may exhibit an 
         improved pharmacokinetic profile with an acceptable safety profile. 
 
                  "Follow-On  Compound"  shall  mean a series of one (1) or more 
         Compounds   that   belong  to  [***]  and  that   exhibit  an  improved 
         pharmacokinetic profile and an acceptable safety profile. 
 
                  "Second  Generation  Compound"  shall mean Compounds that when 
         compared  to the [***]  interact  with a [***] and which have  distinct 
         pharmacophore properties and improved profile with an acceptable safety 
         profile. 
 
         (c)      CRF RESEARCH  PLAN.  The initial  [***] CRF  research  plan is 
                  attached hereto as Exhibit C and such plan also incorporates a 
                  detailed  research plan for the first year of the CRF Research 
                  Program.  The [***] plan will be updated on an annual basis by 
                  the CRF Research  Project Team and will  specifically  include 
                  detailed  plans  for the  following  year  including  staffing 
                  levels and  activities  as well as a more general plan for the 
                  remaining  term of the  program.  Each  annual  plan  shall be 
                  prepared  jointly  by the  Parties  through  the CRF  Research 
                  Project  Team and  submitted  to the  Steering  Committee  for 
                  review  and  approval.  The  CRF  Research  Plan  may  only be 
                  modified or amended upon the written  approval of the Steering 
                  Committee.  If the Parties agree, pursuant to Section 5.2 (a), 
                  to extend the initial  [***] term of the CRF Research  Program 
                  by a further  [***],  to [***] from the  Effective  Date,  the 
                  Parties shall as soon as practicably  thereafter,  through the 
                  CRF Research Project Team, commence the drafting of a suitable 
                  supplement  to the then  existing CRF Research Plan which such 
                  supplement  the CRF  Research  Project Team shall then use all 
                  reasonable  endeavors to have  submitted  to, and approved by, 
                  the Steering Committee, in writing, before the commencement of 
                  such  further  period of [***].  Such newly  supplemented  CRF 
                  Research  Plan will then also be updated  by the CRF  Research 
                  Project  Team on an annual basis for the  remaining  period of 
                  [***] and will  specifically  include  detailed  plans for the 
                  following  year  including  staffing  levels,  activities  and 
                  estimated  expenditures  as well as more  general plan for the 
                  remaining term of the program.  Such annual plan shall also be 
                  prepared   jointly  by  the  CRF  Research  Project  Team  and 
                  submitted to the Steering  Committee  for review and approval. 
                  If the  Parties  have not  mutually  agreed to extend  the CRF 
                  Research Program for a further [***] and,  pursuant to Section 
                  5.2 (a), the Parties continue into a [***] of the CRF Research 
                  Program (to allow for the orderly  winding down and transition 
                  of  activities  carried  out during the  [***]),  the  Parties 
                  shall, as soon as practicable after determining such course of 
                  action, and through the CRF Research Project Team, set out the 
                  terms of such [***] program of research before submitting such 
                  [***] plan to, and for  approval  by, the  Steering  Committee 
                  before the commencement of [***]. 
 



 
 
 
         (d)      FUNDING OF THE RESEARCH PROGRAM. 
 
                  (i)      Internal Costs.  [***] shall fund [***] costs arising 
                           out  of the  conduct  of the  CRF  Research  Program, 
                           provided   however  that  Neurocrine   shall  not  be 
                           obligated   to  devote  more  than  [***]  full  time 
                           equivalent   Neurocrine   personnel  ("FTE")  to  the 
                           conduct  of the CRF  Research  Program  in [***]  and 
                           [***] FTEs in [***]  (provided  that the Parties have 
                           mutually  agreed to extend the CRF  Research  Program 
                           for a [***] as  contemplated  by Section  5.2 (a) and 
                           not for the  avoidance  of  doubt  where  such  [***] 
                           activity  relates  to the  orderly  winding  down and 
                           transition of activities carried out during the [***] 
                           as also  contemplated  by  Section  5.2 (a)).  In the 
                           event the Steering  Committee  shall elect to request 
                           that Neurocrine  devote more than the above number of 
                           FTEs to the  conduct of the CRF  Research  Program in 
                           any year,  GSK will  provide  such  funding  for each 
                           additional  Neurocrine FTE at a rate of [***] per FTE 
                           per year. 
 
                  (ii)     External   and  Third  Party   Costs.   GSK  will  be 
                           responsible  for all GSK and  Neurocrine  Third Party 
                           and  external  costs  and  expenses  approved  by the 
                           Steering  Committee.  Third Party contractors will be 
                           used whenever  GSK's and/or  Neurocrine's  internally 
                           dedicated FTEs are insufficient to meet the timelines 
                           established  by the Steering  Committee or when Third 
                           Party  contractors  will  best  meet the goals of the 
                           Collaboration.   In  some  instances,   the  Steering 
                           Committee may elect to request that Neurocrine act as 
                           a Third Party  contractor to the CRF Research Program 
                           and in such  event,  Neurocrine  will be  compensated 
                           accordingly by GSK as agreed  between  Neurocrine and 
                           the Steering Committee. 
 
5.3      CRF DEVELOPMENT PROGRAM. 
 
         (a)      GOAL.  The goal of the  Development  Program  as it relates to 
                  [***]  Antagonist  Compounds  will be to [***]  for  [***] and 
                  [***] plus other [***] for like or different  [***]. It is the 
                  ultimate goal of the CRF  Development  Program as such relates 
                  to [***],  although no obligation  and/or  liability is hereby 
                  created or implied, to [***] on a Collaboration Product for at 
                  least [***] by [***].  The goal of the Development  Program as 
                  it relates to [***]  Antagonist  Compounds  shall be [***] and 
                  reflected  at the  time  the  [***]  to  incorporate  detailed 
                  reference to the  development  of [***]  Antagonist  Compounds 
                  pursuant to Section 5.3(b). 
 
         (b)      CRF  DEVELOPMENT  PLAN.  The CRF  Development  Program will be 
                  conducted in accordance with the CRF Development Plan attached 
                  hereto as Exhibit D. The CRF Development  Plan will be updated 
                  by each of the CRF  Development  Project  Teams at least on an 
                  annual  basis.  Where a plan  for a  particular  Collaboration 
                  Product  does not  already  form  part of the CRF  Development 
                  Plan,  the relevant CRF  Development  Project Team shall draft 
                  such plan for the particular  Collaboration  Product for which 
                  it has responsibility,  with a view to same being incorporated 
                  into  and  forming  part of the CRF  Development  Plan In both 
                  cases,  such updates and/or amendments shall be submitted each 
                  time  by the  relevant  CRF  Development  Project  Team to the 
                  Steering  Committee  for  review  and  approval.   As  of  the 
                  Effective  Date, the CRF  Development  Plan attached hereto as 
                  Exhibit D [***]. 
 
         (c)      CONDUCT AND FUNDING.  GSK will be responsible  for the conduct 
                  and  funding  of all  aspects of the CRF  Development  Program 
                  which will include; scale-up, GLP toxicology,  GSK's preferred 
                  animal  models and any other  analyses or models  requested by 
                  GSK, GMP  manufacturing,  and clinical  development  including 
                  regulatory affairs matters relating to same. In addition,  GSK 
                  will fund the  completion  of all  Transition  Activities  for 
                  [***].   For  the  purposes  of  the  foregoing,   "Transition 
                  Activities"  shall mean and include all [***] ongoing on [***] 
                  which will be completed  [***] and  specifically  includes the 



                  activities and expenses set forth on Exhibit F. 
 



 
 
 
5.4      CRF RESEARCH AND CRF DEVELOPMENT PROJECT TEAMS. 
 
         (a)      ESTABLISHMENT.  Within sixty (60) days of the Effective  Date, 
                  the Parties will establish a CRF Research  Project Team and at 
                  least one CRF  Development  Project  Team  (collectively,  the 
                  "Project  Teams").  It is acknowledged that there is likely to 
                  be a different Development Project Team for each Collaboration 
                  Product (except in the case of certain Back-Up Compounds), and 
                  references  to "CRF  Development  Project  Team" and  "Project 
                  Teams" shall be interpreted accordingly. 
 
         (b)      COMPOSITION AND MEETINGS. 
 
                  (i)      The CRF  Research  Project  Team shall be composed of 
                           equal  representatives from both Parties. The Parties 
                           shall each  designate  a Project  Team Leader so that 
                           there will always be one Co-Project  Leader from each 
                           Party. 
 
                  (ii)     Each CRF  Development  Project Team shall be composed 
                           of  representatives of both Parties but shall consist 
                           primarily of GSK representatives.  The Project Leader 
                           for each CRF  Development  Project Team shall, at all 
                           times, be a GSK representative. 
 
                  (iii)    Each  Project  Team Leader or, in the case of the CRF 
                           Project  Research Team, the Co-Project  Leaders shall 
                           be responsible for the administration of meetings but 
                           shall have no additional  powers or rights other than 
                           those  held by virtue of being a  representative,  or 
                           representatives,   on  the  relevant   Project  Team. 
                           Decisions  of each Project Team shall be by unanimous 
                           vote with each Party having one vote each. Should the 
                           members of a Project  Team  become  deadlocked  on an 
                           issue,  then  after  a good  faith  but  unsuccessful 
                           effort to break  such  deadlock  the  issue  shall be 
                           presented to the Steering  Committee for  resolution. 
                           The  Project  Teams  shall meet at least on a monthly 
                           basis  either  in  person  or by  videoconference  or 
                           teleconference.  Each Party shall be responsible  for 
                           expenses  incurred  by  its  employees   incurred  in 
                           attending or otherwise  participating in Project Team 
                           meetings. 
 
         (c)      CRF RESEARCH PROJECT TEAM RESPONSIBILITIES. In addition to its 
                  general responsibility to oversee the day to day management of 
                  the CRF Research Program,  the CRF Research Project Team shall 
                  (i)  implement  the CRF  Research  Plan;  (ii)  update the CRF 
                  Research Plan on an annual basis,  including  preparing,  on a 
                  rolling  basis,  the detailed plan for the  following  year as 
                  well as the more  general plan for the  remaining  term of the 
                  Program  (ii)  submit  the  work  referred  to in  (i)  to the 
                  Steering  Committee for its approval and (iii) provide regular 
                  updates for, and report to, the Steering  Committee on matters 
                  relating to its area of responsibility. 
 
         (d)      CRF DEVELOPMENT PROJECT TEAM(S) RESPONSIBILITIES.  In addition 
                  to  its  general  responsibility  to  oversee  the  day to day 
                  management   of  the  CRF   Development   Program,   each  CRF 
                  Development  Project  Team,  insofar  as such  relates  to the 
                  particular    Collaboration   Product   for   which   it   has 
                  responsibility,  shall (i) where a plan does not already  form 
                  part of the CRF  Development  Plan,  draft  such  plan for the 
                  particular    Collaboration   Product   for   which   it   has 
                  responsibility,  with a view to same being  incorporated  into 
                  and forming part of the CRF  Development  Plan; (ii) implement 
 
 



 
 
                  the CRF  Development  Plan;  (iii) update the CRF  Development 
                  Plan on an annual  basis;  (iv) submit the work referred to in 
                  (i) (if applicable) and (ii) to the Steering Committee for its 
                  approval;  and (v) provide regular updates for, and report to, 
                  the  Steering  Committee  on matters  relating  to its area of 
                  responsibility. 
 
5.5      PERFORMANCE  OBJECTIVES.  GSK  and  Neurocrine  will  use  Commercially 
         Reasonable  Efforts  to  achieve  the goals of the  Collaboration,  the 
         Research Programs and the Development Programs.  In addition,  GSK will 
         use  Commercially  Reasonable  Efforts  to [***]  in  order  to  [***]. 
         Specifically,   GSK  will  use  Commercially   Reasonable  Efforts  and 
         diligence in researching and developing  Collaboration Products, and in 
         undertaking  investigations  and actions required to obtain appropriate 
         governmental   approvals  to  market   Collaboration   Product  in  the 
         Territory.  GSK shall  also use  Commercially  Reasonable  Efforts  and 
         diligence to market and sell Collaboration Products in the Territory. 
 
                                   ARTICLE SIX 
 
                       MANUFACTURING AND COMMERCIALIZATION 
 
6.1      MANUFACTURING OF COLLABORATION PRODUCTS. 
 
         (a)      CLINICAL AND COMMERCIAL MANUFACTURING. GSK will be responsible 
                  for  manufacturing of all clinical  development and commercial 
                  supplies  of  Collaboration  Products.  To give  effect to the 
                  foregoing,  Neurocrine shall, as soon as practicably  possible 
                  after the  Effective  Date,  [***],  as GSK  shall  reasonably 
                  require. 
 
         (b)      RESEARCH.   Manufacturing  of  CRF  Antagonist  Compounds  for 
                  research  purposes  shall be as set forth in the CRF  Research 
                  Plan. 
 
6.2      COMMERCIALIZATION OF COLLABORATION PRODUCTS. GSK in its sole discretion 
         will make all decisions regarding the  commercialization  and sales and 
         marketing of Collaboration  Products in the Territory and will book all 
         sales of Collaboration  Products. GSK will use Commercially  Reasonable 
         Efforts to commercialize Collaboration Products in all countries of the 
         Territory. 
 
6.3      CO-COMMERCIALIZATION.   For  the  purposes  of  this   Agreement,   and 
         specifically  this Section 6.3,  the terms  "Co-Commercialization"  and 
         Co-Commercialize"  shall mean any and all activity related to the [***] 
         of Collaboration Product(s) sold under GSK's trademark(s) by members of 
         Neurocrine's  [***]  field  sales  force  where such field  sales force 
         members are [***] and otherwise  subject to and in accordance  with the 
         provisions  of this  Section  6.3.  Subject to the  provisions  of this 
         Section 6.3,  Neurocrine  will have an option to  Co-commercialize  all 
         Collaboration  Products  [***]  (the  "Co-Commercialization   Option"). 
         Neurocrine may only exercise the  Co-Commercialization  Option if [***] 
         hereunder,  and  thereafter,  [***]  has or will have the [***] and the 
         [***] and [***].  Subject to the foregoing,  and  notwithstanding  that 
         such  Co-Commercialization  Option [***],  such Option can only be, and 
         must be,  exercised during the period beginning on the [***] and ending 
         on the [***].  Neurocrine shall then be entitled to provide up to [***] 
         field sales force  representatives in the  Co-Commercialization  of all 
         Collaboration Products. Before commencing  Co-Commercialization,  [***] 
         shall be entitled to [***] field  force  representatives  first  [***]. 
         Thereafter,  such Neurocrine field force  representatives  shall at all 
         times  carry out their  Co-Commercialization  activities  (i) under the 
         [***] and (ii) [***].  [***] for  Co-Commercialization  activities on a 
         [***] basis [***] and the [***] with the [***] of the particular  [***] 
         and  provided  always  that the [***]  hereunder  shall  [***] for such 
         [***]. For the avoidance of doubt, [***]. 
 



 
 
 
         The Parties hereby  acknowledge that the foregoing  principles may need 
         to be  further  set out in detail at the time the  Co-Commercialization 
         Option is exercised by Neurocrine (and so long as any such new detailed 
         terms do not deviate in any way from such principles). 
 
6.4      TRADEMARKS.  All trademarks associated with Collaboration Products will 
         be  selected  and  owned  by  GSK  and  maintained  at  GSK's  expense. 
         Neurocrine  shall be granted a license under the GSK  trademarks to the 
         extent  necessary  for  Neurocrine  to  Co-Commercialize  Collaboration 
         Products  consistent with Section 5.3 above.  The terms of such license 
         shall be agreed by the Parties in good faith and a license  executed by 
         same as soon as possible after the exercise of the Co-Commercialization 
         Option by Neurocrine pursuant to Section 5.3 and no later than the nine 
         (9) months  anniversary  of the first NDA filing by or on behalf of GSK 
         for the first Collaboration  Product.  Under no circumstances shall any 
         Co-Commercialization  activity be undertaken by Neurocrine without such 
         license having already been agreed and executed by the Parties. 
 
                                  ARTICLE SEVEN 
 
                         FEES, ROYALTIES AND MILESTONES 
 
7.1      LICENSE  FEES.  In   consideration   for  the  license  rights  granted 
         hereunder,  within thirty (30) days of the Effective  Date, and subject 
         to receipt by GSK of an appropriate invoice therefore,  GSK will pay to 
         Neurocrine   [***]  as  a   technology   access  fee.   As   additional 
         consideration for the license rights granted  hereunder,  within thirty 
         days of receipt by GSK of an appropriate invoice therefore, anniversary 
         payments of [***] each will be paid by GSK to  Neurocrine  on the [***] 
         anniversaries  of the  Effective  Date.  If the Parties  have  mutually 
         agreed to extend the Research  Program for a [***]  pursuant to Section 
         5.2 (a) then as further additional consideration for the license rights 
         granted  hereunder,  within  thirty  (30) days of  receipt by GSK of an 
         appropriate invoice therefore,  anniversary payments of [***] each will 
         be paid by GSK to Neurocrine on the [***] of the Effective Date. If the 
         Parties do not mutually agree to extend the CRF Research  Program for a 
         further  [***] but,  pursuant to Section 5.2 (a), the Parties  continue 
         into a [***] of the CRF  Research  Program  (to allow  for the  orderly 
         winding  down and  transition  of  activities  carried  out  during the 
         [***]),  then,  as further  additional  consideration  for the  license 
         rights granted hereunder,  within thirty (30) days of receipt by GSK of 
         an appropriate  invoice therefore,  GSK will pay to Neurocrine [***] on 
         the [***] of the Effective Date and an additional [***] upon completion 
         of all such winding down and transitional activities. 
 
7.2      ROYALTY RATES. GSK will pay to Neurocrine,  incremental  Royalties on a 
         country by country and Collaboration  Product by Collaboration  Product 
         basis, which Royalties shall be equal to: 
 
         Annual Net Sales in the Territory of 
          less than or equal to [***]                                      [***] 
 
         Annual Net Sales in the Territory greater 
         than [***] and less than or equal to [***]                        [***] 
 
         Annual Net Sales in the Territory in excess of [***]              [***] 
 
         For the avoidance of doubt, the thresholds  referred to in this Section 
         7.2 are  thresholds  for,  and  determined  on,  [***].  GSK's  royalty 
         obligations  under this  Section  7.2 shall  become  effective  in each 
         country  in the  Territory  at such  time as GSK,  its  sublicensee  or 
         Affiliate has commenced selling  Collaboration Product in such country. 
         For the purposes of Royalty payments,  [***] of a Collaboration Product 
         will be considered to be the same Collaboration Product,  regardless of 
         the [***] for which such Collaboration Product may be used. 
 



 
 
 
7.3      ROYALTY ADJUSTMENTS.  Royalties on a Collaboration  Product are subject 
         to reductions and  adjustments as a result of certain events  specified 
         in this  Agreement  including but not limited to those set forth below; 
         provided,  however,  in no  event  will  Royalties  on a  Collaboration 
         Product  in any  country be reduced by more than [***] by reason of the 
         adjustments set forth below. 
 
         (a)      ROYALTY  ADJUSTMENT FOR GENERIC  PRODUCTS.  If, during a given 
                  calendar quarter, there is Generic Competition in a particular 
                  country then,  for each such country in which there is Generic 
                  Competition,  the Royalties  payable to Neurocrine for the Net 
                  Sales of such  Collaboration  Product in such  country  during 
                  such calendar  quarter will be reduced by [***] of the royalty 
                  rate(s) set forth in Section 7.2 above. 
 
         (b)      THIRD PARTY ROYALTIES.  Other than the payment by [***] of any 
                  existing or future  payments  referred to and  contemplated by 
                  Section  7.4,  the first [***] of  royalties  payable to Third 
                  Parties  for  Patent  Rights  required  to  make,  use or sell 
                  Collaboration  Products shall be borne by [***] and thereafter 
                  shall be shared  equally by the Parties.  For the avoidance of 
                  doubt,  no license fee or milestone  payments to Third Parties 
                  shall be creditable  against  royalties  payable to Neurocrine 
                  under this Article Seven. 
 
7.4      [***] ROYALTY.  [***] will be responsible for all payments to the [***] 
         and/or any [***] and/or  licensee (or any successor  entity or entities 
         thereof,) under or in connection with the [***]. [***] will have all of 
         the rights set forth in that  agreement  to be afforded to [***] of any 
         technology licensed thereunder  including,  without limitation,  in the 
         event of a [***] the right  under  [***] (as  defined  in  Section  2.3 
         above),  directly with [***] which [***] would be on the [***].  In the 
         event that [***],  all payments  made [***] shall in each case be [***] 
         from  any  payments  [***]  or  thereafter  becomes  [***]  under  this 
         Agreement. 
 
7.5      TERM OF ROYALTY.  Royalties will be payable on a country by country and 
         a Collaboration  Product by Collaboration Product basis until the later 
         of (i) the last to expire of the  Patent  Rights  included  within  the 
         Collaboration  Technology,  containing  a Valid  Claim  which  would be 
         infringed by the sale of such Collaboration  Product in such country or 
         (ii)  10  (ten)  years  following  the  First  Commercial  Sale in such 
         country. Upon the expiration of GSK's final remaining obligation to pay 
         Royalties  to  Neurocrine  hereunder  with  respect to a  Collaboration 
         Product in each such country, GSK shall have a fully paid, irrevocable, 
         exclusive and unrestricted  license under the Neurocrine  Technology to 
         make,  have  made,  use,  sell,  and  offer  to sell  and  import  such 
         Collaboration Product in such country. 
 
7.6      REPORTS AND PAYMENTS. 
 
         (a)      CUMULATIVE  ROYALTIES.  The obligation to pay Royalties  under 
                  this Article Seven shall be imposed only once (i) with respect 
                  to any sale of the same unit of Collaboration Product and (ii) 
                  with  respect  to  a  single  unit  of  Collaboration  Product 
                  regardless of how many Valid Claims of Patent Rights  included 
                  in the Collaboration Technology would, but for this Agreement, 
                  be  infringed  by  the  making,   using  or  selling  of  such 
                  Collaboration Product. 
 
         (b)      STATEMENTS  AND  PAYMENTS.  GSK shall  deliver  to  Neurocrine 
                  within sixty (60) days after the end of each calendar quarter, 
                  a  report  certified  by GSK as  accurate  to the  best of its 
                  ability based on information  then  available to GSK,  setting 
                  forth for such calendar quarter the following information on a 
                  Collaboration  Product by Collaboration Product basis: (i) Net 
                  Sales of the  Collaboration  Product,  (ii) the  basis for any 
                  adjustments  to  the  Royalty  payable  for  the  sale  of the 
                  Collaboration  Product and (iii) the Royalty due hereunder for 
                  the sale of the Collaboration  Product.  The total Royalty due 
                  for the  sale of  Collaboration  Products  during  a  calendar 
                  quarter shall be remitted at the time such report is made. 
 



 
 
 
         (c)      TAXES AND WITHHOLDING.  All payments under this Agreement will 
                  be made without any deduction or withholding for or on account 
                  of any tax unless such deduction or withholding is required by 
                  applicable  law or  regulations.  If the  paying  Party  is so 
                  required  to deduct or withhold  such Party will (i)  promptly 
                  notify the other  Party of such  requirement,  (ii) pay to the 
                  relevant  authorities  the full amount required to be deducted 
                  or withheld promptly upon the earlier of determining that such 
                  deduction or withholding is required or receiving  notice that 
                  such amount has been assessed  against the other Party,  (iii) 
                  promptly  forward to the other Party an  official  receipt (or 
                  certified copy) or other documentation  reasonably  acceptable 
                  to the other Party evidencing such payment to the authorities. 
                  In case the other Party can not take a full credit against its 
                  tax liability for the  withholding tax deducted or withheld by 
                  the paying  Party,  then such other Party may propose a change 
                  to the then  current  arrangement  with respect to the flow of 
                  moneys  under this  Agreement  in order to reduce or eliminate 
                  the  extra  cost  for  any  Party  and  the  Parties,  with no 
                  obligation as to outcome,  shall discuss such proposal in good 
                  faith. 
 
         (d)      CURRENCY. All amounts payable and calculations hereunder shall 
                  be in United States dollars. As applicable, Net Sales shall be 
                  translated into United States dollars in accordance with GSK's 
                  customary  and  usual  translation  procedures,   consistently 
                  applied. If governmental  regulations prevent remittances from 
                  a foreign  country with respect to sales made in that country, 
                  the royalties  shall  continue to accrue but the obligation of 
                  GSK to pay royalties on sales in that country shall be delayed 
                  until such remittances are possible. Neurocrine shall have the 
                  right, upon giving written notice to SB, to receive payment in 
                  that country in local currency. 
 
         (e)      MAINTENANCE OF RECORDS; AUDIT. For a period of four (4) years, 
                  GSK  shall   maintain  and  shall  cause  its  Affiliates  and 
                  sublicensees  to  maintain  complete  and  accurate  books and 
                  records in connection with the sale of Collaboration  Products 
                  hereunder,  as necessary to allow the accurate  calculation of 
                  Royalties  due  hereunder  including  any records  required to 
                  calculate any Royalty adjustments hereunder. Once per calendar 
                  year Neurocrine  shall have the right to engage an independent 
                  accounting firm reasonably  acceptable to GSK, at Neurocrine's 
                  expense,  which shall have the right to examine in  confidence 
                  the  relevant  GSK records as may be  reasonably  necessary to 
                  determine  and/or  verify the amount of Royalty  payments  due 
                  hereunder.  Such  examination  shall be conducted during GSK's 
                  normal business hours,  after at least fifteen (15) days prior 
                  written notice to GSK and shall take place at the GSK facility 
                  (ies) where such  records are  maintained.  In the event there 
                  was an under-payment by GSK hereunder, GSK shall promptly but 
                  in no event later than thirty (30) days after GSK's receipt of 
                  the independent  auditor's  report) make payment to Neurocrine 
                  of any short-fall. In the event that there was an over-payment 
                  by GSK hereunder,  Neurocrine  shall promptly but in no event 
                  later than thirty (30) days after Neurocrine's  receipt of the 
                  independent  auditor's report so correctly  concluding) refund 
                  to GSK the  excess  amount.  In the event any  payment  by GSK 
                  shall prove to have been  incorrect  by more than five percent 
                  (5%) to  Neurocrine's  detriment,  GSK will pay the reasonable 
                  fees  and  costs  of  Neurocrine's   independent  auditor  for 
                  conducting such audit. 
 
7.7      MILESTONES.   In  consideration  for  the  license  rights  granted  by 
         Neurocrine to GSK hereunder, on the first occurrence of the development 
         events set forth below, GSK shall make payments within thirty (30) days 
         of the occurrence of the following milestones and subject to receipt by 
         GSK, in each case, of an appropriate invoice therefore: 
 



 
 
 
         MILESTONE EVENT                               MILESTONE 
 
         Delivery to GSK of [***] CRF 1 
         Receptor [***]                                 $ [***] 
 
         Development of [***]                           $ [***] 
 
         [***] Selection                                $ [***] 
 
         [***] Selection                                $ [***] 
 
         [***] Initiated                                $ [***] 
 
         The Milestones  for Delivery [***] and  Development of [***] shall each 
         be  payable  [***] upon the first  achievement  of the  Milestone.  The 
         Milestone for [***] Selection shall be payable [***]. The Milestone for 
         [***]  Selection  shall be  payable  [***].  The  Milestone  for  [***] 
         Initiated  shall  be  payable  [***].  For the  purposes  of the  above 
         Milestones,  the  following  defined  terms  shall  have  the  meanings 
         assigned: 
 
         "[***]  Selection"  shall mean  selection  of a  Compound  for [***] as 
         defined [***]. Approximately [***] Compounds should be at this stage at 
         any given time. 
 
         "[***]  Selection"  shall mean  selection  of a  Compound  for [***] as 
         defined [***]. Approximately [***] Compounds should be at this stage at 
         any given time. 
 
         "Development  [***]" shall mean the  development  of a [***],  provided 
         always,  that such  development  meets the criteria set in the Research 
         Plan and has taken  place  subject  to,  and in  accordance  with,  the 
         timelines set by the Steering  Committee  (failing which [***] shall be 
         deemed for this purpose not to have taken place). 
 
         "[***] Initiated" shall mean [***] but which shall specifically exclude 
         in this context, for the avoidance of doubt, [***]. 
 
         In  consideration  for the license  rights granted by Neurocrine to GSK 
         hereunder,  on a [***] basis, up to a maximum of [***], and on an [***] 
         basis  for up to  [***],  GSK  will  pay to  Neurocrine  the  following 
         milestone payments within thirty (30) days following achievement of the 
         following  events and  Neurocrine  shall in each case,  provide  GSK an 
         appropriate invoice therefore: 
 
         MILESTONE EVENT                       [***]    [***]    [***] 
 
 
         [***] Phase [***] 
                  Study in [***]              $[***]   $[***]   $[***] 
 
         [***]Phase [***] 
                  Study in [***]              $[***]   $[***]   $[***] 
 
         [***] Phase [***] 
                  Study in [***]              $[***]   $[***]   $[***] 
 
         Filing of [***]                      $[***]   $[***]   $[***] 
 
         Marketing Approval:  [***]           $[***]   $[***]   $[***] 
 
         Marketing Approval:  [***] 
                  [***]                       $[***]   $[***]   $[***] 
 
         Marketing Approval: [***]            $[***]   $[***]   $[***] 
 



 
 
 
         In the event  development of a Collaboration  Product is  discontinued, 
         only  those  Milestones  that  have not yet  been  paid at the time the 
         Collaboration  Product  has been  discontinued  will be  available  for 
         payment for future Collaboration Products achieving Milestone Events. 
 
         For the purposes of the above  Milestones,  the following defined terms 
         shall have the meanings  assigned below. In addition,  for the purposes 
         of the above Milestones,  a study may be both a Phase [***] and a Phase 
         [***]  study  depending  on  the  study  design  in  which  event  both 
         applicable  Milestones  (if  previously  unpaid)  will be  payable on a 
         single  study.  Further,  in the  event a Phase  [***]  study  shall be 
         unnecessary  (as  in the  situation  where  [***]  and  [***]),  if the 
         Milestone  for [***] Phase [***] study has not been paid at the time of 
         [***], it shall be deemed payable at that time. 
 
         "Phase [***] Study" shall mean a study to [***]. 
 
         "Phase [***] Study" shall mean a study to [***]. 
 
         "Phase [***] Study" shall mean a [***] clinical study [***]. 
 
         "Marketing  Approval"  shall mean the grant by the relevant  regulatory 
         authority (ies), in the country specified,  of the requisite Regulatory 
         Approval(s)  (including  pricing and/or  reimbursement  approval(s)) to 
         enable commercialization in such country of Collaboration Product. 
 
         "Indication"  shall mean an  individual  disease or clinical  condition 
         with respect to which [***] provided always that,  notwithstanding  the 
         foregoing,  [***]  shall  always be  deemed,  for the  purpose  of this 
         Agreement  and  specifically  this  Article  7, to be [***]  only  and, 
         further, in respect of such [***] the following shall apply: 
 
         (i)      achievement of a Marketing  Approval for any [***] shall incur 
                  [***] of milestone payments (dependant on whether such [***]), 
                  for each Collaboration Product, up to [***]; 
 
         (ii)     if after Marketing Approval of a Collaboration Product for any 
                  of [***]  noted in Section A of Exhibit E, such  Collaboration 
                  Product also receives Marketing Approval [***] for one or more 
                  [***]   identified  in  Section  B  of  Exhibit  E  [***],  an 
                  additional  [***]  milestone  payment  will  be paid by GSK to 
                  Neurocrine in respect of such [***] but up to maximum of [***] 
                  for each [***] up to a maximum of [***].  The foregoing  shall 
                  be  without  prejudice  to  the  general  principle  that  all 
                  milestone payment obligations hereunder shall be restricted to 
                  a maximum of [***]; 
 
                                  ARTICLE EIGHT 
 
                        CONFIDENTIALITY, PUBLICATION AND 
 
                              PUBLIC ANNOUNCEMENTS 
 
8.1      CONFIDENTIALITY.  Except to the  extent  expressly  authorized  by this 
         Agreement or otherwise  agreed in writing,  the Parties agree that, for 
         the term of this  Agreement  and for ten (10)  years  thereafter,  each 
         Party (the  "Receiving  Party"),  receiving  hereunder any  information 
         designated hereunder as Confidential  Information of the other Party or 
         information of the other Party marked  "Confidential"  (in either case, 
         the "Disclosing Party"),  shall keep such information  confidential and 
         shall not publish or  otherwise  disclose or use for any purpose  other 
         than as provided for in this  Agreement  except,  to the extent that it 
         can be established: 
 



 
 
 
         (a)      by the Receiving Party that the  Confidential  Information was 
                  already  known to the  Receiving  Party  (other  than under an 
                  obligation of  confidentiality),  at the time of disclosure by 
                  the Disclosing  Party and such Receiving Party has documentary 
                  evidence to that effect; 
 
         (b)      by the Receiving Party that the  Confidential  Information was 
                  generally  available  to the public or  otherwise  part of the 
                  public  domain at the time of its  disclosure to the Receiving 
                  Party; 
 
         (c)      by the  Receiving  Party  that  the  Confidential  Information 
                  became generally  available to the public or otherwise part of 
                  the public domain after its disclosure or development,  as the 
                  case may be, and other than  through  any act or omission of a 
                  party in breach of this confidentiality obligation; 
 
         (d)      by the Receiving Party that the  Confidential  Information was 
                  disclosed  to that Party,  other than under an  obligation  of 
                  confidentiality, by a Third Party who had no obligation to the 
                  Disclosing Party not to disclose such information to others; 
 
         (e)      by the Receiving Party that the  Confidential  Information was 
                  independently  discovered or developed by the Receiving  Party 
                  without the use of the Confidential  Information  belonging to 
                  the  other  Party  and the  Receiving  Party  has  documentary 
                  evidence to that effect 
 
8.2      AUTHORIZED DISCLOSURE. 
 
         (a)      EACH PARTY. Each Party may disclose  Confidential  Information 
                  belonging to the other Party to the extent such  disclosure is 
                  reasonably necessary to: 
 
                  (i)      file  or  prosecute  patent   applications   claiming 
                           inventions    included   within   the   Collaboration 
                           Technology, 
 
                  (ii)     prosecute or defend litigation, 
 
                  (iii)    exercise rights hereunder provided such disclosure is 
                           covered by terms of confidentiality  similar to those 
                           set forth herein, and 
 
                  (iv)     comply   with   applicable   governmental   laws  and 
                           regulations. 
 
         In the event a Party shall deem it  necessary  to disclose  pursuant to 
         this Section 8.2 (a),  Confidential  Information belonging to the other 
         Party,   the  Disclosing  Party  shall  to  the  extent  possible  give 
         reasonable  advance  notice of such  disclosure  to the other Party and 
         take  reasonable  measures  to ensure  confidential  treatment  of such 
         information. 
 
         (b)      USE. GSK shall have the right to use  Neurocrine  Confidential 
                  Information  in  the  conduct  of  the  R&D  Programs  and  in 
                  developing   and   commercializing   Collaboration   Products. 
                  Neurocrine  shall  have  the  right  to use  GSK  Confidential 
                  Information in the conduct of the R&D Programs. 
 
8.3      SEC  FILINGS.  The Parties will consult with one another with a view to 
         agreeing the terms of this  Agreement that shall be redacted in any SEC 
         filing(s) that may be required to be made. 
 
8.4      PUBLICATIONS. During the term of the Research Programs, each Party will 
         submit to the Steering  Committee  for review and approval all proposed 
         academic,  scientific  and  medical  publications  relating  to the R&D 
         Programs,  Collaboration  Products and/or Collaboration  Technology for 
 
 



 
 
         review in  connection  with  preservation  of exclusive  Patent  Rights 
         and/or to determine whether Confidential Information should be modified 
         or deleted.  The Steering Committee shall have no less than thirty (30) 
         days to review  each  proposed  publication.  The review  period may be 
         extended  for  an  additional   thirty  (30)  days  in  the  event  the 
         nonpublishing  Party  can  demonstrate  to  the  Steering  Committee  a 
         reasonable need for such extension  including,  but not limited to, the 
         preparation  and  filing of patent  applications.  Such  period  may be 
         further  extended by the Steering  Committee.  GSK and Neurocrine  will 
         each comply with standard  academic  practice  regarding  authorship of 
         scientific  publications  and  recognition  of  contribution  of  other 
         parties in any  publications  relating to R&D  Programs,  Collaboration 
         Products   and/or   Collaboration   Technology.   Notwithstanding   the 
         foregoing,  the Parties shall endeavor as far as possible, for ease and 
         convenience,  to agree on a universal basis joint authorship in respect 
         of such publications. 
 
8.5      PUBLIC ANNOUNCEMENTS. 
 
         (a)      COORDINATION.   The  Parties   agree  on  the   importance  of 
                  coordinating  their  public   announcements   respecting  this 
                  Agreement and the subject matter thereof (other than academic, 
                  scientific  or medical  publications  that are  subject to the 
                  publication  provision  set forth above).  Neurocrine  and GSK 
                  will, from time to time, and at the request of the other Party 
                  discuss and agree on the general  information content relating 
                  to this Agreement,  the R&D Programs,  Collaboration  Products 
                  and/or   Collaboration   Technology   which  may  be  publicly 
                  disclosed. 
 
         (b)      ANNOUNCEMENTS. The Parties have agreed that all events arising 
                  out  of  the   collaborative   development  of   Collaboration 
                  Products,  which in  Neurocrine's  judgment  are  material  to 
                  Neurocrine,  will be  promptly  disclosed.  In  addition,  the 
                  Parties   have   acknowledged   that  the   progress   of  the 
                  Collaboration   in  general  is  material  to  Neurocrine  and 
                  therefore  have  agreed to make  regular  public  disclosures, 
                  whether by press release or publication, describing the status 
                  of the development of Collaboration  Products.  These releases 
                  may be Neurocrine  releases or joint  Neurocrine/ GSK releases 
                  at  GSK's   option.   Neither   Party  will  make  any  public 
                  announcement  regarding  this  Agreement,  the  R&D  Programs, 
                  Collaboration Products and/or Collaboration  Technology (other 
                  than academic,  scientific or medical  publications  which are 
                  subject to the publication  provision set forth above) without 
                  making  good  faith  efforts to  provide  the other  Party the 
                  opportunity  to review and comment prior to release unless the 
                  specific  disclosure  is  required  by law and  time  does not 
                  permit delay.  Notwithstanding  the foregoing,  with regard to 
                  any public  announcement  relating to the fact of execution of 
                  this  Agreement by the parties  hereof,  and the terms of such 
                  Agreement,  neither  Party  shall  make any such  announcement 
                  without the prior consent of the other. 
 
                                  ARTICLE NINE 
 
                                 INDEMNIFICATION 
 
9.1      INDEMNIFICATION  BY GSK. GSK will  indemnify,  defend and hold harmless 
         Neurocrine, its licensees, sublicensees and Affiliates, and each of its 
         and their respective employees, officers, directors and agents (each, a 
         "Neurocrine Indemnified Party") from and against any and all liability, 
         loss,  damage,   expense  (including  reasonable  attorneys'  fees  and 
         expenses) and cost  (collectively,  a "Liability") which the Neurocrine 
         Indemnified  Party may be required to pay to one or more Third  Parties 
         resulting  from or arising  out of (i) any claims of any nature  (other 
         than claims by Third Parties relating to patent  infringement)  arising 
         out of (y) the  conduct  of the R&D  Programs  or use of  Collaboration 
         Technology  of by, on behalf of or under  authority of, GSK (other than 
         by a Neurocrine Indemnified Party) or (z) research,  development and/or 
 
 



 
 
         commercialization  of Collaboration  Products by, on behalf of or under 
         authority of, GSK (other than by Neurocrine  Indemnified  Party) and/or 
         (ii) any GSK  representation  or warranty set forth herein being untrue 
         in any material  respect when made,  except in each case, to the extent 
         caused by the  negligence  or willful  misconduct  of Neurocrine or any 
         Neurocrine Indemnified Party.  Notwithstanding the foregoing, GSK shall 
         have no obligation to defend, indemnify or hold harmless any Neurocrine 
         Indemnified  Party from and  against  any  Liability  arising out of or 
         resulting from the infringement of a Third Party Patent Right. 
 
9.2      INDEMNIFICATION  BY NEUROCRINE.  Neurocrine will indemnify,  defend and 
         hold harmless GSK, its licensees, sublicensees and Affiliates, and each 
         of its and their respective employees,  officers,  directors and agents 
         (each,  a "GSK  Indemnified  Party") from and against and all Liability 
         which the GSK  Indemnified  Party may be required to pay to one or more 
         Third  Parties  arising out of (i) any claims of any nature (other than 
         claims by Third Parties relating to patent infringement) arising out of 
         (x) the conduct of the R&D Program or use of  Collaboration  Technology 
         of by, on behalf of or under authority of,  Neurocrine (other than by a 
         GSK   Indemnified   Party)   or  (y)   research,   development   and/or 
         commercialization  of Collaboration  Products by, on behalf of or under 
         authority of, Neurocrine (other than by a GSK Indemnified Party) and/or 
         (ii) any Neurocrine  representation  or warranty set forth herein being 
         untrue in any material  respect when made,  except in each case, to the 
         extent caused by the negligence or willful misconduct of GSK or any GSK 
         Indemnified Party. Notwithstanding the foregoing, Neurocrine shall have 
         no obligation to defend, indemnify or hold harmless any GSK Indemnified 
         Party from and against any Liability  arising out of or resulting  from 
         the infringement of a Third Party Patent Right. 
 
9.3      PROCEDURE.  Each  Party  will  notify the other in the event it becomes 
         aware of a claim for which indemnification may be sought hereunder.  In 
         case any proceeding (including any governmental investigation) shall be 
         instituted  involving  any Party in respect of which  indemnity  may be 
         sought  pursuant to this  Article  Nine,  such Party (the  "Indemnified 
         Party")  shall  promptly  notify  the other  Party  (the  "Indemnifying 
         Party") in writing and the  Indemnifying  Party and  Indemnified  Party 
         shall meet to discuss how to respond to any claims that are the subject 
         matter of such proceeding.  The Indemnifying Party, upon request of the 
         Indemnified Party, shall retain counsel reasonably  satisfactory to the 
         Indemnified  Party to represent the Indemnified Party and shall pay the 
         fees and expenses of such counsel  related to such  proceeding.  In any 
         such proceeding,  the Indemnified  Party shall have the right to retain 
         its own counsel,  but the fees and expenses of such counsel shall be at 
         the expense of the Indemnified Party unless (i) the Indemnifying  Party 
         and the  Indemnified  Party shall have mutually agreed to the retention 
         of such  counsel  or (ii) the  named  parties  to any  such  proceeding 
         (including any impleaded  parties) include both the Indemnifying  Party 
         and the  Indemnified  Party and  representation  of both parties by the 
         same  counsel  would  be  inappropriate  due  to  actual  or  potential 
         differing  interests  between them. All such fees and expenses shall be 
         reimbursed as they are incurred.  The  Indemnifying  Party shall not be 
         liable  for any  settlement  of any  proceeding  effected  without  its 
         written  consent,  but if  settled  with such  consent or if there be a 
         final  judgment for the  plaintiff,  the  Indemnifying  Party agrees to 
         indemnify the Indemnified  Party from and against any loss or liability 
         by reason of such settlement or judgment.  The Indemnifying Party shall 
         not, without the written consent of the Indemnified  Party,  effect any 
         settlement of any pending or threatened  proceeding in respect of which 
         the Indemnified Party is, or arising out of the same set of facts could 
         have been, a party and  indemnity  could have been sought  hereunder by 
         the Indemnified Party, unless such settlement includes an unconditional 
         release of the Indemnified  Party from all liability on claims that are 
         the subject matter of such proceeding. 
 



 
 
 
                                   ARTICLE TEN 
 
                              TERM AND TERMINATION 
 
10.1     TERM.  Unless earlier  terminated by mutual agreement of the Parties or 
         pursuant to the  provisions  of this Article Ten, this  Agreement  will 
         continue  in full  force  and  effect  on a  Collaboration  Product  by 
         Collaboration Product basis until the final obligation to pay Royalties 
         with  respect  to the sale of such  Collaboration  Product in the final 
         country expires as provided in Section 7.5 hereof. For the avoidance of 
         doubt,  in the event of termination of the CRF Research  Program by GSK 
         other than by reason of expiration of one of the two terms set forth in 
         Section 5.2(a) such early termination of the CRF Research Program shall 
         also constitute an automatic termination of this Agreement in full. 
 
10.2     GSK UNILATERAL RIGHT TO TERMINATE.  GSK may terminate this Agreement at 
         any time for any reason upon [***] prior written  notice to Neurocrine. 
         In addition,  GSK may  terminate  this  Agreement on a [***] basis,  or 
         [***] basis, by giving Neurocrine at least [***] written notice thereof 
         at any time before [***] based on a reasonable  determination  by [***] 
         using the same standards [***] would use in assessing whether or not to 
         [***] does not justify [***]. After [***]  Collaboration  Product,  GSK 
         may terminate this Agreement on a [***] basis,  or in its entirety,  or 
         on a [***] basis,  by giving  Neurocrine  at least [***] prior  written 
         notice  thereof based on a reasonable  determination  [***],  using the 
         same  standards  [***] would use in  assessing  whether or not to [***] 
         justify continued [***]. 
 
10.3     CONSEQUENCES  OF  TERMINATION OF AGREEMENT IN ITS ENTIRETY In the event 
         of termination in toto of this Agreement: 
 
         (i)      other than any license(s) granted to [***], all licenses [***] 
                  herein will [***]: 
 
         (ii)     [***] will [***] to [***] specifically referred to as [***] in 
                  respect of [***] of the  Effective  Date and the [***] for the 
                  [***] and not yet [***] under  Section  [***].  If the Parties 
                  have extended the initial term of the CRF Research  Program by 
                  [***] pursuant to Section 5.2 (a), [***] to [***] specifically 
                  referred  to [***] in respect of [***] and not yet [***] under 
                  Section [***]; 
 
         (iii)    [***] will provide to [***]  Collaboration  Product  [***] and 
                  [***] to [***] R&D Program research, pre-clinical and clinical 
                  [***]  Collaboration  Products  [***]  prior  to the  date  of 
                  termination of this Agreement and [***] shall  thereafter have 
                  [***]; 
 
         (iv)     [***] will [***] all [***] relating  Collaboration Products in 
                  the Territory; 
 
         (v)      [***] will [***] to [***] license  under the [***]  Technology 
                  to make, have made, use,  import,  market,  offer for sale and 
                  sell products in the Field of Use for [***] Purposes [***]; 
 
         (vi)     [***]  will  grant to [***]  license  under the  [***]  Patent 
                  Rights,  to make, have made, use,  import,  market,  offer for 
                  sale and sell products in the Field of Use for [***]  Purposes 
                  [***],  provided  that,  [***] shall [***] retain the right to 
                  [***]  Technology other than the [***] Patent Rights for [***] 
                  use the [***] Patent Rights [***] Purposes; and 
 
         (vi)     [***]  will  provide  to  [***]  any  other  [***]  reasonably 
                  required   to   allow   [***]   research,    development   and 
                  commercialization [***]. 
 



 
 
 
10.4     CONSEQUENCES OF TERMINATION OF THE AGREEMENT ON A COLLABORATION PRODUCT 
         OR COUNTRY-BY-COUNTRY BASIS. 
 
         (a)      Neurocrine  shall have the right in its sole discretion at its 
                  sole  expense,  for its own benefit or  together  with a Third 
                  Party,  to develop  and  commercialize  in the  Territory  any 
                  Collaboration  Product  which [***]  pursuant to Section [***] 
                  provided that [***] or any of its  sublicensees  is not [***], 
                  or does not plan to [***] Product under this  Agreement  [***] 
                  in this  context  shall mean any other  Collaboration  Product 
                  [***]  exhibits  similar  [***]  and which is  targeted  [***] 
                  market approval [***] as such [***]. 
 
         (b)      If GSK terminates [***] Neurocrine shall have the right in its 
                  sole  discretion and at its sole expense,  for its own benefit 
                  or   together   with  a  Third   Party,   to  develop   and/or 
                  commercialize  such  [***]  but only in  those  [***] in which 
                  [***] has elected  [***]  develop  and/or  commercialize  such 
                  [***] and provided  that [***] or any of its  sublicensees  is 
                  not  [***],  or does not  [***],  researching,  developing  or 
                  commercializing  of [***] under this  Agreement  [***] in this 
                  context shall have the same meaning as in Section [***]. 
 
         (c)      Subject to the  foregoing,  and if  Neurocrine  exercises  its 
                  rights under this  Section  10.4 subject to and in  accordance 
                  with such terms,  [***] shall  [***] to [***]  license  ([***] 
                  sublicense) in the Territory (or in the case of [***],  in the 
                  relevant  countries)  under the [***] Technology to make, have 
                  made, use and sell [***] in the Field in so far as such relate 
                  to [***] Purposes [***].  [***] shall also [***] with all such 
                  [***]  which  [***],  or  its  sublicensees   reasonably  have 
                  available  [***],  for example [***], and shall [***] as [***] 
                  reasonably  requests,  to enable [***] appropriate  regulatory 
                  approvals  [***]  in such  country  and for any  other  lawful 
                  purpose related to development and commercialization of [***]. 
 
10.5     DEFAULT.  Either Party may terminate this Agreement for material breach 
         by the other Party,  which breach remains  uncured for thirty (30) days 
         in the case of nonpayment of any amount due and sixty (60) days for all 
         other  breaches,  each  measured  from the date written  notice of such 
         breach  is given to the  breaching  Party,  or,  if such  breach is not 
         capable of remedy  within such sixty (60) day period and the  breaching 
         Party uses diligent good faith efforts to cure such breach, ninety days 
         (90) days after written notice to the breaching Party. 
 
10.6     BANKRUPTCY. Each party may, in addition to any other remedies available 
         to it by law or in  equity,  exercise  the  rights  set forth  below by 
         written notice to the other Party (the "Insolvent Party"), in the event 
         the Insolvent Party shall have become  insolvent or bankrupt,  or shall 
         have made an  assignment  for the  benefit of its  creditors,  or there 
         shall have been appointed a trustee or receiver of the Insolvent  Party 
         or for  all or a  substantial  part  of its  property,  or any  case or 
         proceeding  shall  have  been  commenced  or other  action  taken by or 
         against the Insolvent  Party in  bankruptcy or seeking  reorganization, 
         liquidation,   dissolution,  winding-up  arrangement,   composition  or 
         readjustment  of its debts or any other  relief  under any  bankruptcy, 
         insolvency,   reorganization  or  other  similar  act  or  law  of  any 
         jurisdiction  now or  hereafter  in  effect,  or there  shall have been 
         issued a warrant of attachment, execution, distraint or similar process 
         against any  substantial  part of the property of the Insolvent  Party, 
         and  any  such  event  shall  have   continued   for  sixty  (60)  days 
         undismissed, unbonded and undischarged. All rights and licenses granted 
         under or pursuant to this  Agreement  by  Neurocrine  and GSK are,  and 
         shall otherwise be deemed to be, for purposes of Section 365 (n) of the 
         U.S. Bankruptcy Code, licenses of rights to "intellectual  property" as 
         defined  under  Section 101 of the U.S.  Bankruptcy  Code.  The Parties 
         agree that the Parties as licensees of such rights under this Agreement 
         shall retain and may fully  exercise all of their rights and  elections 
         under the U.S.  Bankruptcy Code. The Parties further agree that, in the 
         event of the  commencement  of a  bankruptcy  proceeding  by or against 
         either Party under the U.S.  Bankruptcy  Code, the other Party shall be 
         entitled  to a  complete  duplicate  of  (or  complete  access  to,  as 
 
 



 
 
         appropriate) any such intellectual property and all embodiments of such 
         intellectual   property,   and  same,  if  not  already  in  the  their 
         possession,  shall  be  promptly  delivered  to them  (i) upon any such 
         commencement  of a  bankruptcy  proceeding  upon  its  written  request 
         therefore,  unless  the  Party  subject  to such  proceeding  elects to 
         continue to perform all of their  obligations  under this  Agreement or 
         (ii) if not  delivered  under (i)  above,  upon the  rejection  of this 
         Agreement by or on behalf of the Party subject to such  proceeding upon 
         written request therefore by the other Party. 
 
         (a)      NEUROCRINE.  In the  event  Neurocrine  shall be an  Insolvent 
                  Party,  GSK may  terminate the Research  Programs  and/or keep 
                  this  Agreement  in full  force  and  effect  and  retain  all 
                  licenses  granted by  Neurocrine  to GSK herein to make,  have 
                  made,   use,   import,   market,   offer  for  sale  and  sell 
                  Collaboration  Products in the Field of use in the  Territory, 
                  subject to the  payment to  Neurocrine  of the  license  fees, 
                  milestones and royalties set forth above. 
 
         (b)      GSK. In the event GSK shall be an Insolvent Party,  Neurocrine 
                  may, to the extent permitted by applicable law, terminate this 
                  Agreement and the provision of Section 10.3. shall apply. 
 
10.7     ACQUISITION OF NEUROCRINE.  Upon the Acquisition of Neurocrine (a) such 
         that Neurocrine [***] or (b) such that,  [***],  Neurocrine [***] under 
         this  Agreement  or (c) by a  Third  Party  who  is  [***]  immediately 
         preceding the calendar  quarter in which the  Acquisition of Neurocrine 
         has  taken  place) , GSK shall  have the  right to [***];  Neurocrine's 
         [***]  but  otherwise   [***].  For  the  purposes  of  the  foregoing, 
         "Acquisition"  shall mean the acquisition,  directly or indirectly,  by 
         any Third Party of (i)  securities  authorized  to [***] or more of the 
         votes  in any  election  of  directors  and/or  (ii)  the sale or other 
         transfer of all or substantially all of its assets. Notwithstanding the 
         foregoing,  the  sale or other  transfer  of  substantially  all of the 
         assets  of  Neurocrine  to  another  direct  or  indirect  wholly-owned 
         subsidiary of Neurocrine shall not constitute an Acquisition. 
 
10.8     LIABILITIES.  Termination  of this  Agreement  shall not release either 
         Party from any obligation or liability  which shall have accrued at the 
         time of termination,  or preclude either Party from pursuing all rights 
         at law and in equity with respect to any Default under this  Agreement. 
         Notwithstanding  the  foregoing,  neither  Party  will  be  liable  for 
         punitive,  exemplary  or  consequential  damages  incurred by the other 
         Party arising out of any Default under this Agreement. 
 
10.9     DISCLAIMER.  WITH  RESPECT  TO ANY DATA,  INFORMATION  OR  INTELLECTUAL 
         PROPERTY THAT EITHER PARTY  BECOMES  OBLIGATED TO TRANSFER TO THE OTHER 
         UNDER THIS ARTICLE TEN, THE TRANSFERING PARTY MAKES NO  REPRESENTATIONS 
         AND EXPRESSLY DISCLAIMS AND MAKES NO WARRANTIES OF ANY KIND, WRITTEN OR 
         ORAL, EXPRESS OR IMPLIED, INCLUDING,  WITHOUT LIMITATION ANY WARRANTIES 
         OF  MERCHANTABILITY  OR FITNESS FOR A PARTICULAR  PURPOSE,  OR THAT ANY 
         SUCH INFORMATION, DATA OR INTELLECTUAL PROPERTY IS ACCURATE OR COMPLETE 
         OR  CAN  BE  USED  BY  THE  RECEIVING  PARTY  WITHOUT   INFRINGING  THE 
         INTELLECTUAL PROPERTY RIGHTS OF ANY THIRD PARTY. 
 
                                 ARTICLE ELEVEN 
 
                              INTELLECTUAL PROPERTY 
 
11.1     INVENTORSHIP AND INVENTION OWNERSHIP.  The inventorship of an invention 
         shall be determined in accordance  with the patent laws of the U.S. The 
         ownership of an invention  shall be determined  in accordance  with the 
         applicable patent laws of the country where the invention is conceived. 
         Notwithstanding  the foregoing,  the Parties shall [***] Program Patent 
         Rights and the Parties shall take all actions [***]  necessary to [***] 
         and shall,  subject to the terms of this Agreement  including,  without 
         limitation,  [***],  take all  actions  to provide  [***]  which is the 
         subject of such Program  Patent Rights  including,  without  limitation 
         [***]  therein or to otherwise  [***] such Program  Patent Rights [***] 
 
 



 
 
         without [***] and without [***].  The Parties  recognize the importance 
         of diligently  determining  the  inventorship  of a given invention and 
         shall  co-operate as necessary in providing each other with  sufficient 
         information to enable such a  determination  to be made, and shall make 
         all reasonable efforts to reach agreement on such determination. In the 
         event that the Parties cannot reach  agreement as to such  inventorship 
         determination,  the matter will be passed to outside counsel acceptable 
         to both Parties to make a final and binding determination, the costs of 
         such determination to be borne jointly by the Parties. 
 
11.2     PATENT PROSECUTION 
 
         (a)      GSK PATENT RIGHTS. GSK shall [***], prepare,  file, prosecute, 
                  and  maintain  in  countries  selected by GSK,  Patent  Rights 
                  relating to GSK Technology ("GSK Patent Rights"). 
 
         (b)      NEUROCRINE  PATENT  RIGHTS.  Neurocrine  shall select  outside 
                  counsel   acceptable   to  both  Parties  to  prepare,   file, 
                  prosecute,  and maintain in countries  selected by GSK, Patent 
                  Rights relating to Neurocrine  Technology  ("Neurocrine Patent 
                  Rights"), [***] provided however that such expense [***]. 
 
         (c)      STATUS UPDATE.  GSK will update  Appendix A twice each year or 
                  at  Neurocrine's  reasonable  request  during  the term of the 
                  Agreement so as to reflect the most current status. of the GSK 
                  Patent Rights.  Neurocrine  will update  Appendix B twice each 
                  year or at GSK's  reasonable  request  during  the term of the 
                  Agreement  so as to  reflect  the most  current  status of the 
                  Neurocrine Patent Rights. 
 
         (d)      REVIEW AND CONSULTATION. Each Party shall keep the other Party 
                  informed  of  all  significant   steps  to  be  taken  in  the 
                  preparation and prosecution of all patent  applications within 
                  GSK Patent Rights and Neurocrine  Patent Rights  respectively, 
                  and shall  furnish  the other  Party  with  copies of any such 
                  applications, amendments thereto and other related significant 
                  correspondence  to and from patent offices to allow for review 
                  by and consultation with the other party reasonably in advance 
                  of any  submission to a patent  office which could  materially 
                  affect the scope or validity of the patent  coverage  that may 
                  result.  Copies of all such  applications  filed  prior to the 
                  Effective  Date shall be provided to the other Party  promptly 
                  after the Effective Date. Comments made by or on behalf of the 
                  other Party will be taken into account in the  preparation and 
                  prosecution   of  such   applications.   Notwithstanding   the 
                  foregoing  neither  Party  will make or allow  any  alteration 
                  which  would  result  in  the  reduction  or  loss  of  patent 
                  protection for Collaboration  Compounds without the consent of 
                  the other Party, which shall not be unreasonably withheld. 
 
         (e)      ABANDONMENT.  GSK will not  abandon  any GSK Patent  Rights or 
                  permit any patent  issuing  therefrom to lapse  without  first 
                  notifying  Neurocrine  and  permitting  them to  continue  the 
                  prosecution of such patent applications and maintenance of any 
                  patents  at  their  expense,   provided  however  that  [***]. 
                  Neurocrine  will not abandon any  Neurocrine  Patent Rights or 
                  permit any patent  issuing  therefrom to lapse  without  first 
                  notifying GSK and permitting  them to continue the prosecution 
                  of such patent  applications  and  maintenance of any patents, 
                  provided however that [***]. 
 
         (f)      ADDITIONAL  COUNTRIES.  In the event  that [***] wish a patent 
                  application  within  Neurocrine  Patent  Rights  to be  filed, 
                  prosecuted or maintained in a particular country additional to 
                  those  countries  indicated  by [***],  then the costs of such 
                  filing,   prosecution  and  maintenance  in  respect  of  that 
                  application  in that country shall be borne [***],  and [***]. 
                  [***] will also have the right to  indicate  that it no longer 
                  wishes to bear the costs for outside counsel to prepare, file, 
                  prosecute, and maintain any aspect of Neurocrine Patent Rights 
                  and shall give [***] sufficient notice and opportunity to bear 
                  such costs, in which event [***]. 
 



 
 
 
         (g)      PROGRAM  PATENT  RIGHTS.  GSK  shall,  during  the term of the 
                  Agreement,  [***], prepare,  file, prosecute,  and maintain in 
                  countries selected by GSK, Program Patent Rights. 
 
         (h)      CONSULTATION  AND REVIEW.  The Parties shall  promptly  inform 
                  each other of all  inventions  within the Program  Technology, 
                  shall  also  share all  relevant  information  regarding  such 
                  inventions,  and shall consult  regarding the  preparation  of 
                  appropriate patent  applications,  including in respect of the 
                  scope and timing thereof.  GSK shall keep Neurocrine  informed 
                  of  all  subsequent  significant  steps  to be  taken  in  the 
                  prosecution of all patent  applications  within Program Patent 
                  Rights,  and shall furnish  Neurocrine with copies of any such 
                  applications, amendments thereto and other related significant 
                  correspondence  to and from patent offices to allow for review 
                  by and consultation  with Neurocrine  reasonably in advance of 
                  any  submission  to a patent  office  which  could  materially 
                  affect the scope or validity of the patent  coverage  that may 
                  result.  Comments made by or on behalf of  Neurocrine  will be 
                  taken into account in the  preparation and prosecution of such 
                  applications. 
 
         (i)      [***]  EXPENSE.  In the event  [***]  elects not to prepare or 
                  file a patent  application in respect of inventions within the 
                  Program  Technology or to maintain any applications or patents 
                  included in the Program Patent Rights,  [***] shall give [***] 
                  sufficient  notice and  opportunity to do so at [***] expense, 
                  in which event [***]. 
 
         (j)      FURTHER  COUNTRIES.  In the  event  that  [***]  wish a patent 
                  application  within  the  Program  Patent  Rights to be filed, 
                  prosecuted or maintained in a particular country additional to 
                  those  countries  indicated  by [***],  then the costs of such 
                  filing,   prosecution  and  maintenance  in  respect  of  that 
                  application  in  that  country  shall  be  borne  entirely  by 
                  Neurocrine, in which event [***]. 
 
         (k)      STATUS REPORT.  [***] will provide a report twice each year or 
                  at [***]  reasonable  request during the term of the Agreement 
                  so as to reflect the most current status of the Program Patent 
                  Rights. 
 
         (l)      DEVELOPMENT  PATENT RIGHTS.  The  responsibility and costs for 
                  the  preparation  and  filing  of  applications   relating  to 
                  Development  Patent  Rights,  shall be borne  [***],  provided 
                  however  that in the case of any such  inventions  and  Patent 
                  Rights [***], the Parties shall have [***]. The responsibility 
                  and costs for filing,  prosecuting  and  maintaining the [***] 
                  will be borne by [***] and [***] shall keep [***]  informed of 
                  all  significant  steps to be taken in the  prosecution of all 
                  patent applications  relating thereto, and shall furnish [***] 
                  with copies of any such  applications,  amendments thereto and 
                  other related  significant  correspondence  to and from patent 
                  offices  to allow for  review by and  consultation  with [***] 
                  reasonably  in advance of any  submission  to a patent  office 
                  which  could  materially  affect the scope or  validity of the 
                  patent  coverage  that may result and  comments  made by or on 
                  behalf of [***] will be taken into account in the  preparation 
                  and prosecution of such applications. 
 
11.3     EXTENSION  OF PATENT  RIGHTS.  At the time of the [***] in respect of a 
         Collaboration  Product,  and where  the  Collaboration  Product  or the 
         approved  use thereof is [***] shall  appoint  [***] or its designee as 
         [***]agent  for the sole purpose of submitting an application to extend 
         the term of such patent, an application for a Supplementary  Protection 
         Certificate,  or an equivalent  thereof.  [***] shall  co-operate  with 
         [***] or its designee in connection with any such application. 
 



 
 
 
11.4     DEFENSE OF PATENT RIGHTS.  In respect of any proceeding  initiated by a 
         Third Party which  challenges  the validity of,  enforceability  of, or 
         entitlement to the [***],  and which  proceeding  does not also involve 
         the  enforcement  of such  Patent  Rights as set out in  Section  [***] 
         (including  but  not  limited  to  pre-grant   opposition,   post-grant 
         opposition,  re-examination,  interference, and revocation proceedings) 
         the  responsibilities,  costs and obligations for  consultation for the 
         Parties apply in a similar  manner to those as set out in Section [***] 
         in respect of [***]. 
 
11.5     ENFORCEMENT OF PATENT RIGHTS. 
 
         (a)      NOTIFICATION.  Each Party shall promptly  notify each other of 
                  any  infringement  of the Patent  Rights  relating to [***] or 
                  relating to [***] which may come to its attention. 
 
         (b)      [***] TECHNOLOGY.  Except as set forth below, [***] shall have 
                  the first right,  but not the obligation,  in its own name, to 
                  enforce Patent Rights  relating to [***]  Technology,  against 
                  any Third  Party  suspected  of  infringing  a claim of such a 
                  Patent  Right in the  Territory.  In the event [***] shall not 
                  elect to enforce any Patent Right in the Territory, [***]. The 
                  Party  [***] (the  "Enforcing  Party")  shall  have  exclusive 
                  control  over the conduct of any such  proceedings,  including 
                  the right to settle or compromise such proceedings  consistent 
                  with [***],  provided,  however,  that the Enforcing Party may 
                  not settle or  compromise  any such  action in a manner  which 
                  diminishes the Patent Rights relating to any [***]  Technology 
                  [***], Neurocrine [***] Program [***] the [***] or which would 
                  impose any  financial  obligation  on the other Party  without 
                  such other Party's consent. The expenses of any proceeding the 
                  Enforcing  Party  initiates,  including  legal fees and costs, 
                  shall be borne by the Enforcing Party,  provided however, that 
                  the  other  Party  (the  "Non-enforcing  Party")  may elect to 
                  [***]. The Non-enforcing  Party will co-operate fully with the 
                  Enforcing  Party in such action upon request by the  Enforcing 
                  Party. In the event the  Non-enforcing  Party [***], any award 
                  or recovery paid to the Enforcing  Party by a Third Party as a 
                  result of such patent infringement proceedings (whether by way 
                  of  settlement  or  otherwise)  shall first be applied  toward 
                  [***],  and from the  remainder,  if any,  [***] in the  event 
                  [***] shall be the Enforcing Party shall [***] (or [***] shall 
                  retain in the event  [***]  shall be the  Enforcing  Party) an 
                  amount  equal  to the  [***].  Any  excess  shall  be for  the 
                  Enforcing  Party.  In the  event the  Non-enforcing  Party has 
                  [***],  such award or  recovery  paid to the  Enforcing  Party 
                  shall first be applied  toward [***],  and the  remainder,  if 
                  any, shall be [***]. 
 
         (c)      [***]. [***] shall have the sole right but not the obligation, 
                  in its own  name and at its own  expense,  to  enforce  Patent 
                  Rights relating to the [***] against any Third Party suspected 
                  of infringing a claim of such a Patent Right. 
 
11.6     INFRINGEMENT  DEFENSE.   [***]  shall  have  the  right,  but  not  the 
         obligation,  to  defend  and  control  any  suit  against  any of [***] 
         Affiliates  or  sublicensees,  alleging  infringement  of any patent or 
         other  intellectual  property right of a Third Party [***]. [***] shall 
         be  responsible  for the costs and expenses,  including  legal fees and 
         costs,  associated with any suit or action. [***] will consult with one 
         another  and  co-operate  in the defense of any such  action.  If [***] 
         finds it  necessary  or  desirable to join [***] as a party to any such 
         action, [***] will execute all papers and perform such acts as shall be 
         reasonably required, at [***] expense. In the event the patent claim of 
         any Third Party is held in a final and unappealable order of a court to 
         be valid and  infringed,  or if [***] enters into a settlement  of such 
         proceedings,  [***]  shall pay the full  amount of any  damages  and/or 
         settlement amounts due to such Third Party. 
 



 
 
 
11.7     HOLD HARMLESS.  The Parties hereby agree to hold each other harmless in 
         respect of their good faith  activities  hereunder to file,  prosecute, 
         maintain, enforce and defend Patent Rights under this Article 11. 
 
                                 ARTICLE TWELVE 
 
                                  MISCELLANEOUS 
 
12.1     DISPUTES.  Other than  matters for decision by the Project  Teams,  for 
         which Section 5.4 shall apply, and/or the Steering Committee, for which 
         Section 4.4 shall apply, if the Parties are unable to resolve a dispute 
         among them  informally,  GSK and  Neurocrine,  by written notice to the 
         other,  may have such dispute  referred to their  respective  executive 
         officers   designated   for   attempted   resolution   by  good   faith 
         negotiations: 
 
         FOR GSK:          [***] 
 
         FOR NEUROCRINE:   [***] 
 
         Any such dispute shall be submitted to the  above-designated  executive 
         officers  no later than  thirty  (30) days  following  such  request by 
         either  GSK  or  Neurocrine.  In the  event  the  designated  executive 
         officers  are not able to resolve any such  dispute  within  sixty (60) 
         days after submission of the dispute to such executive officers, GSK or 
         Neurocrine,  as the case  may be,  may  pursue  whatever  measures  are 
         legally  available to them to resolve such  dispute.  All  negotiations 
         pursuant  to this  Section  12.1  shall be treated  as  compromise  and 
         settlement  negotiations.  Nothing said or disclosed,  nor any document 
         produced,  in the course of such  negotiations  which is not  otherwise 
         independently  discoverable shall be offered or received as evidence or 
         used for  impeachment or for any other purpose in any current or future 
         arbitration or litigation. 
 
12.2     ASSIGNMENT.  Neither this Agreement nor any interest hereunder shall be 
         assignable  by either Party  without the prior  written  consent of the 
         other Party,  except for  assignment  by operation of law in connection 
         with a merger of a Party with or into  another  Person,  subject at all 
         times  to  Section  10.4.  This  Agreement  shall be  binding  upon the 
         successors and permitted assigns of the Parties and the name of a Party 
         appearing  herein  shall be deemed to include the names of such Party's 
         successors and permitted  assigns to the extent  necessary to carry out 
         the intent of this  Agreement.  Any assignment  not in accordance  with 
         this Section12.2 shall be void. 
 
12.3     FURTHER ACTIONS. Each Party agrees to execute,  acknowledge and deliver 
         such  further  instruments,  and to do all such other  acts,  as may be 
         necessary or  appropriate in order to carry out the purposes and intent 
         of the  Agreement.  In respect of the  reporting  of adverse  events to 
         regulatory  authorities  in the  Territory  relating  to  Collaboration 
         Products,  the Parties agree that such shall be performed in accordance 
         with  appropriate  pharmacovigilance  terms  which  the  Parties  shall 
         endeavor  to  draft  and  agree  in  good  faith,  and  append  to this 
         Agreement,  at the  appropriate  time  after  mutual  execution  by the 
         Parties hereof. 
 
12.4     FORCE MAJEURE.  No Party shall be liable to the other Party for loss or 
         damages or shall have any right to  terminate  this  Agreement  for any 
         default  or delay  attributable  to any  Force  Majeure,  if the  Party 
         affected shall give prompt notice of any such cause to the other Party. 
         The Party  giving such notice  shall  thereupon be excused from such of 
         its obligations hereunder as it is thereby disabled from performing for 
         so long as it is so disabled,  provided,  however,  that such  affected 
         Party  commences  and  continues  to use  its  Commercially  Reasonable 
         Efforts to cure such cause. 
 



 
 
 
12.5     CORRESPONDENCE AND NOTICES. 
 
         (a)      ORDINARY NOTICES. Correspondence,  reports, documentation, and 
                  any other  communication in writing between the Parties in the 
                  course of ordinary  implementation  of this Agreement shall be 
                  delivered  by hand,  sent by facsimile  transmission  (receipt 
                  verified),  or by airmail to the employee or representative of 
                  the  other  Party who is  designated  by such  other  Party to 
                  receive such written communication. 
 
         (b)      EXTRAORDINARY   NOTICES.   Extraordinary   notices  and  other 
                  communications hereunder (including,  without limitation,  any 
                  notice  of  force  majeure,  breach,  termination,  change  of 
                  address,   exercise   of   rights  to   negotiate   additional 
                  agreements,  etc.)  shall be in  writing  and  shall be deemed 
                  given if delivered  personally  or by  facsimile  transmission 
                  (receipt  verified),  mailed by registered  or certified  mail 
                  (return  receipt  requested),  postage  prepaid,  or  sent  by 
                  nationally  recognized express courier service, to the Parties 
                  at the  following  addresses  (or at such other  address for a 
                  Party as shall be specified by like notice, provided, however, 
                  that notices of a change of address  shall be  effective  only 
                  upon receipt thereof): 
 
         All correspondence to GSK shall be addressed as follows: 
 
         Glaxo Group Limited 
         Glaxo Wellcome House 
         Berkeley Avenue, Greenford, 
         Middlesex 
         England 
 
         UK 
         UB6 0NN 
 
         Attention: General Counsel 
 
         with copies to: 
 
         GlaxoSmithKline plc 
         New Horizons Court 
         Brentford 
         Middlesex 
         England 
 
         UK 
         TW8 9EP 
 
         Attention: Corporate Law 
 
         SmithKline Beecham Corporation. 
         c/o GlaxoSmithKline Corporation 
         One Franklin Plaza 
         Philadelphia 
 
         PA 19101 
         U.S.A 
 
         Attention: Senior Vice President, WorldWide Business Development 
 
         All correspondence to Neurocrine shall be addressed as follows: 
 



 
 
 
         Neurocrine Biosciences, Inc. 
         10555 Science Center Drive 
 
         San Diego 
 
         California 
 
         U.S.A. 
         92121 
 
         Attention: Vice President, Business Development 
         Cc: General Counsel and Secretary 
 
12.6     AMENDMENT. No amendment, modification or supplement of any provision of 
         this Agreement  shall be valid or effective  unless made in writing and 
         signed by a duly authorized officer of each Party. 
 
12.7     WAIVER.  No  provision  of the  Agreement  shall be  waived by any act, 
         omission or knowledge  of a Party or its agents or employees  except by 
         an instrument in writing expressly waiving such provision and signed by 
         a duly authorized officer of the waiving Party. 
 
12.8     COUNTERPARTS.   This  Agreement  may  be  executed  in  any  number  of 
         counterparts, each of which need not contain the signature of more than 
         one Party but all such counterparts taken together shall constitute one 
         and the same agreement. 
 
12.9     DESCRIPTIVE  HEADINGS.  The descriptive  headings of this Agreement are 
         for convenience  only, and shall be of no force or effect in construing 
         or interpreting any of the provisions of this Agreement. 
 
12.10    GOVERNING LAW. This Agreement  shall be governed by and  interpreted in 
         accordance  with the  substantive  laws of the [***] (without regard to 
         conflict of law principles) and the Parties hereby submit to the [***]. 
 
12.11    SEVERABILITY.  In the event that any clause or portion  thereof in this 
         Agreement   is  for  any  reason  held  to  be   invalid,   illegal  or 
         unenforceable,  the same  shall not  affect  any other  portion of this 
         Agreement, as it is the intent of the Parties that this Agreement shall 
         be construed in such fashion as to maintain its existence, validity and 
         enforceability to the greatest extent possible. In any such event, this 
         Agreement  shall be construed as if such clause of portion  thereof had 
         never  been  contained  in this  Agreement,  and there  shall be deemed 
         substituted  therefore such provision as will most nearly carry out the 
         intent of the Parties as  expressed  in this  Agreement  to the fullest 
         extent  permitted  by  applicable  law  unless  doing so would have the 
         effect of materially  altering the right and obligations of the Parties 
         in which event this  Agreement  shall  terminate and all the rights and 
         obligations  granted to the Parties  hereunder shall cease and be of no 
         further force and effect. 
 
12.12    ENTIRE  AGREEMENT  OF  THE  PARTIES.  This  Agreement  constitutes  and 
         contains the complete,  final and exclusive understanding and agreement 
         of  the  Parties  and  cancels  and   supersedes   any  and  all  prior 
         negotiations, correspondence,  understandings and agreements including, 
         without limitation, the Prior Agreement, whether oral or written, among 
         the Parties respecting the subject matter hereof and thereof. 
 
12.13    INDEPENDENT  CONTRACTORS.  The relationship  between GSK and Neurocrine 
         created by this Agreement is one of independent contractors and neither 
         Party shall have the power or  authority  to bind or obligate the other 
         except as expressly set forth in this Agreement. 
 
12.14    NO TRADEMARK  RIGHTS.  Expect as otherwise  provided herein,  no right, 
         express or implied,  is granted by this  Agreement to use in any manner 
         the name  "Neurocrine  Biosciences"  "GSK," or any other  trade name or 
         trademark of the other Party or its  Affiliates in connection  with the 
         performance of this Agreement. 
 



 
 
 
12.15    ACCRUED  RIGHTS;  SURVIVING  OBLIGATIONS.  Unless  explicitly  provided 
         otherwise in this Agreement, termination,  relinquishment or expiration 
         of the  Agreement  for any  reason  shall be without  prejudice  to any 
         rights  which  shall have  accrued to the benefit to any Party prior to 
         such  termination,  relinquishment  or  expiration,  including  damages 
         arising from any breach hereunder. Such termination,  relinquishment or 
         expiration  shall not  relieve  any Party  from  obligations  which are 
         expressly  indicated  to  survive  termination  or  expiration  of  the 
         Agreement,  including,  without limitation, those obligations set forth 
         in Section  2.2,  3.7,  Article 8, Article 9, Article 10 and Article 12 
         hereof. 
 
12.16    EXPORT.  Notwithstanding anything to the contrary set forth herein, all 
         obligations of Neurocrine and GSK are subject to prior  compliance with 
         United  States and foreign  export  regulations  and such other  United 
         States and foreign laws and  regulations  as may be  applicable  and to 
         obtaining all necessary  approvals  required by applicable  agencies of 
         the  governments  of  the  United  States  and  foreign  jurisdictions. 
         Neurocrine  and GSK  will  co-operate  with  one  another  and  provide 
         assistance  to one  another  as  reasonably  necessary  to  obtain  any 
         required approvals. 
 
 



 
 
 
 
 
         IN WITNESS WHEREOF, duly authorized representatives of the Parties have 
duly executed this Agreement to be effective as of the Effective Date. 
 
NEUROCRINE BIOSCIENCES INC. 
 
By:     /s/ Gary A. Lyons 
Title: Chief Executive Officer & President 
 
GLAXO GROUP LIMITED 
 
By: /s/ Jean Pierre Garnier 
Title: Director 
 
 



 
                                    EXHIBITS 
 
                                      [***] 
 
 
 
 


