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Part I.
Financial Information
 
Item 1.
Financial Statements

 
TITAN
PHARMACEUTICALS, INC.

 
CONDENSED
BALANCE SHEETS

(in
thousands)
 

               
    September 30,     December 31,  
    2022     2021  
    (unaudited)     (Note 1)  
Assets              
Current assets:              

Cash and cash equivalents   $ 4,450    $ 6,037 
Restricted cash     262      295 
Receivables     49      112 
Inventory     460      293 
Prepaid expenses and other current assets     512      480 
Discontinued operations - current assets     14      12 

Total current assets     5,747      7,229 
Property and equipment, net     269      420 
Oher assets     48      48 
Operating lease right-of-use assets     212      297 

Total assets   $ 6,276    $ 7,994 
               
Liabilities and Stockholders’ Equity              
Current liabilities:              

Accounts payable   $ 812    $ 795 
Accrued clinical trials expenses     10      9 
Other accrued liabilities     557      314 
Operating lease liability, current     120      112 
Deferred grant revenue     261      295 
Discontinued operations – current liabilities     870      1,144 

Total current liabilities     2,630      2,669 
Operating lease liability, noncurrent     96      187 

Total liabilities     2,726      2,856 
Commitments and contingencies (Note 6)              
Stockholders’ equity:              

Common stock, at amounts paid-in, $0.001 par value per share; 225,000,000 shares authorized 14,629,217 and 9,914,158 shares
issued and outstanding at September 30, 2022 and December 31, 2021, respectively.     15      10 

Additional paid-in capital     387,230      381,183 
Accumulated deficit     (383,695)     (376,055)

Total stockholders’ equity     3,550      5,138 
Total liabilities and stockholders’ equity   $ 6,276    $ 7,994 

 
See
Notes to Condensed Financial Statements
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TITAN
PHARMACEUTICALS, INC.

 
CONDENSED
STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(in
thousands, except per share amount)
(unaudited)

 
                             
    Three Months Ended     Nine Months Ended  
    September 30,     September 30,  
    2022     2021     2022     2021  
Revenues:                      

License revenue   $ 4    $ 4    $ 9    $ 9 
Product revenue     —      36      —      236 
Grant revenue     91      224      427      1,146 

Total revenues     95      264      436      1,391 
Operating expenses:                            

Cost of goods sold     —      —      —      199 
Research and development     932      1,193      3,315      4,716 
General and administrative     1,806      979      4,745      3,341 

Total operating expenses     2,738      2,172      8,060      8,256 
Loss from operations     (2,643)     (1,908)     (7,624)     (6,865)

Other income (expense):                            
Interest income (expense), net     21      —      26      (2)
Gain on debt extinguishment     —      —      —      661 
Other expense, net     (16)     (7)     (42)     (30)

Other income (expense), net     5      (7)     (16)     629 
Net loss   $ (2,638)   $ (1,915)   $ (7,640)   $ (6,236)
Basic and diluted net loss per common share   $ (0.18)   $ (0.19)   $ (0.59)   $ (0.64)
Weighted average shares used in computing basic and diluted net loss per common share     14,629      9,864      13,031      9,675 

 
See
Notes to Condensed Financial Statements
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TITAN
PHARMACEUTICALS, INC.

 
CONDENSED
STATEMENTS OF STOCKHOLDERS’ EQUITY

(in
thousands)
(unaudited)

 
                                    
                Additional           Total  
    Common Stock     Paid-In     Accumulated     Stockholders’  
    Shares     Amount     Capital     Deficit     Equity  
Balances at December 31, 2021     9,914    $ 10    $ 381,183    $ (376,055)   $ 5,138 

Net loss     —      —      —      (2,540)     (2,540)
Issuance of common stock, net     1,151      1      5,029      —      5,030 
Issuance of common stock upon exercises of warrants     974      1      —      —      1 
Amortization of restricted stock     —      —      27      —      27 
Stock-based compensation     —      —      226      —      226 

Balances at March 31, 2022     12,039    $ 12    $ 386,465    $ (378,595)   $ 7,882 
Net loss     —      —      —      (2,462)     (2,462)
Issuance of common stock upon exercises of warrants     2,590      3      —      —      3 
Amortization of restricted stock     —      —      27      —      27 
Stock-based compensation     —      —      217      —      217 

Balances at June 30, 2022     14,629    $ 15    $ 386,709    $ (381,057)   $ 5,667 
Net loss     —      —      —      (2,638)     (2,638)
Amortization of restricted stock     —      —      18      —      18 
Stock-based compensation     —      —      503      —      503 

Balances at September 30, 2022     14,629    $ 15    $ 387,230    $ (383,695)   $ 3,550 
 

                Additional           Total  
    Common Stock     Paid-In     Accumulated     Stockholders'  
    Shares     Amount     Capital     Deficit     Equity  
Balances at December 31, 2020     7,139    $ 7    $ 370,804    $ (367,279)   $ 3,532 

Net loss     —      —      —      (2,641)     (2,641)
Issuance of common stock, net     2,725      3      8,838      —      8,841 
Stock-based compensation     —      —      248      —      248 

Balances at March 31, 2021     9,864    $ 10    $ 379,890    $ (369,920)   $ 9,980 
Net loss     —      —      —      (1,680)     (1,680)
Stock-based compensation     —      —      447      —      447 

Balances at June 30, 2021     9,864    $ 10    $ 380,337    $ (371,600)   $ 8,747 
Net loss     —      —      —      (1,915)     (1,915)
Stock-based compensation     —      —      664      —      664 

Balances at September 30, 2021     9,864    $ 10    $ 381,001    $ (373,515)   $ 7,496 
 

See
Notes to Condensed Financial Statements
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TITAN
PHARMACEUTICALS, INC.

 
CONDENSED
STATEMENTS OF CASH FLOWS

(in
thousands)
(unaudited)

 
               
    Nine Months Ended  
    September 30,  
    2022     2021  
Cash flows from operating activities:              
Net loss   $ (7,640)   $ (6,236)
Adjustments to reconcile net loss to net cash used in operating activities:              

Depreciation and amortization     151      168 
Non-cash interest expense     —      2 
Stock-based milestone payment     50      — 
Non-cash gain on debt extinguishment     —      (661)
Stock-based compensation     1,038      1,359 
Other     2      (8)
Changes in operating assets and liabilities:              

Receivables     63      459 
Inventory     (167)     199 
Prepaid expenses and other assets     (34)     (170)
Accounts payable     (182)     (1,628)
Deferred grant revenue     (34)     — 
Other accrued liabilities     149      (302)

Net cash used in operating activities     (6,604)     (6,818)
               
Cash flows from investing activities:              

Purchases of property and equipment     —      (18)
Net cash used in investing activities     —      (18)
               
Cash flows from financing activities:              

Net proceeds from equity offering     4,980      8,841 
Net proceeds from the exercises of common stock warrants     4      — 

Net cash provided by financing activities     4,984      8,841 
               
Net increase (decrease) in cash, cash equivalents and restricted cash     (1,620)     2,005 
Cash, cash equivalents and restricted cash at beginning of period     6,332      5,413 
Cash, cash equivalents and restricted cash at end of period   $ 4,712    $ 7,418 
 

The
following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the condensed balance sheets
that sum to the total of the same
such amounts shown in the condensed statements of cash flows (in thousands):

 
    September 30,  
    2022     2021  
Cash and cash equivalents   $ 4,450    $ 7,418 
Restricted cash     262      — 
Cash, cash equivalents and restricted cash shown in the condensed statements of cash flows   $ 4,712    $ 7,418 

 
See
Notes to Condensed Financial Statements
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TITAN
PHARMACEUTICALS, INC.

NOTES TO
CONDENSED FINANCIAL STATEMENTS
(unaudited)

 
1. Organization
and Summary of Significant Accounting Policies

 
The
Company

 
We
are a pharmaceutical company developing therapeutics utilizing our proprietary long-term drug delivery platform, ProNeura®,
for the treatment of select chronic

diseases for which steady state delivery of a drug has the potential to provide an efficacy and/or
safety benefit. ProNeura consists of a small, solid implant made from a mixture
of ethylene-vinyl acetate, or EVA, and a drug substance.
The resulting product is a solid matrix that is designed to be administered subdermally in a brief, outpatient procedure
and is removed
in a similar manner at the end of the treatment period.

 
Our
first product based on our ProNeura technology was Probuphine® (buprenorphine implant), which is approved in the United
States, Canada and the European Union,

or EU, for the maintenance treatment of opioid use disorder in clinically stable patients taking
8 mg or less a day of oral buprenorphine. While Probuphine continues to be
commercialized in Canada and in the EU (as Sixmo™) by
other companies that have either licensed or acquired the rights from Titan, we discontinued commercialization of
the product in the
U.S. during the fourth quarter of 2020 to allow us to focus our limited resources on our product development programs.

 
In
December 2021, we announced our intention to work with our financial advisor to explore strategic alternatives to enhance stockholder
value, potentially including an

acquisition, merger, reverse merger, other business combination, sales of assets, licensing or other
transaction. In June 2022, we implemented a plan to reduce expenses and
conserve capital that included a company-wide reduction in salaries
and a scale back of certain operating expenses to enable us to maintain sufficient resources as we pursued
potential strategic alternatives.
In July 2022, David Lazar and Activist Investing LLC (collectively, “Activist”) acquired an approximately 25% ownership interest
in Titan and
filed a proxy statement for the purpose of nominating six additional directors to our board of directors (the “Board”)
at a special meeting of stockholders held on August 15,
2022 (the “Special Meeting”). The six additional directors were elected
at the Special Meeting and the exploration and evaluation of possible strategic alternatives by the Board
has continued following the
Special Meeting. Following the election of the new directors at the Special Meeting, Dr. Marc Rubin was replaced as our Executive Chairman, and
David Lazar assumed the role of Chief Executive Officer. In connection with the termination of his employment as Executive Chairman, Dr. Rubin will receive aggregate
severance payments of approximately $0.4 million, which are being paid out over a twelve-month period.
 
Basis
of Presentation

 
The
accompanying unaudited condensed financial statements have been prepared in accordance with U.S. generally accepted accounting principles
(“GAAP”) for interim

financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly,
they do not include all the information and footnotes required by
GAAP for complete financial statement presentation. In the opinion
of management, all adjustments (consisting of normal recurring adjustments) considered necessary for a
fair presentation have been included.
Operating results for the three and nine months ended September 30, 2022 are not necessarily indicative of the results that may be
expected
for the year ending December 31, 2022, or any future interim periods.

 
The
balance sheet as of December 31, 2021 is derived from the audited financial statements at that date, but does not include all the
information and footnotes required by

GAAP for complete financial statements. These unaudited condensed financial statements should be
read in conjunction with the audited financial statements and footnotes
thereto included in the Titan Pharmaceuticals, Inc. Annual Report
on Form 10-K for the year ended December 31, 2021, as filed with the Securities and Exchange Commission
(“SEC”).

 
The
preparation of condensed financial statements in conformity with GAAP requires management to make estimates and assumptions that affect
the amounts reported in

the condensed financial statements and accompanying notes. Actual results could differ from those estimates.
The accompanying condensed financial statements have been
prepared assuming we will continue as a going concern.

 
As
of September 30, 2022, we had cash and cash equivalents of approximately $4.5 million, which we believe is sufficient to fund our planned
operations into the first

quarter of 2023. We are exploring several financing and strategic alternatives; however, there can be no assurance
that our efforts will be successful. Accordingly, there is
substantial doubt about our ability to continue as a going concern.
 
Discontinued
Operations

 
In
October 2020, we announced our decision to discontinue selling Probuphine in the U.S. and wind down our commercialization activities,
and to pursue a plan that will

enable us to focus on our current, early-stage ProNeura-based product development programs.
 
The
accompanying condensed financial statements have been recast for all periods presented to reflect the assets, liabilities, revenue and
expenses related to our U.S.

commercialization activities as discontinued operations (see Note 7). The accompanying condensed financial
statements are generally presented in conformity with our
historical format. We believe this format provides comparability with the previously
filed financial statements.
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Going
Concern Assessment

 
We
assess going concern uncertainty in our financial statements to determine if we have sufficient cash on hand and working capital, including
available borrowings on

loans, to operate for a period of at least one year from the date the financial statements are issued, which
is referred to as the “look-forward period” as defined by Accounting
Standard Update ASU No. 2014-15. As part of this
assessment, based on conditions that are known and reasonably knowable to us, we will consider various scenarios,
forecasts, projections,
estimates and will make certain key assumptions, including the timing and nature of projected cash expenditures or programs, and our
ability to delay or
curtail expenditures or programs, if necessary, among other factors. Based on this assessment, as necessary or applicable,
we make certain assumptions around implementing
curtailments or delays in the nature and timing of programs and expenditures to the extent
we deem probable those implementations can be achieved and we have the proper
authority to execute them within the look-forward period
in accordance with ASU No. 2014-15.

 
Based
upon the above assessment, we concluded that, at the date of filing the condensed financial statements in this Quarterly Report on Form
10-Q for the three and nine

months ended September 30, 2022, we did not have sufficient cash to fund our operations for the next 12 months
without additional funds and, therefore, there is substantial
doubt about our ability to continue as a going concern within 12 months
after the date the condensed financial statements were issued. Additionally, we have suffered recurring
losses from operations and have
an accumulated deficit that raises substantial doubt about our ability to continue as a going concern. We are exploring several financing
and
strategic alternatives; however, there can be no assurance that our efforts will be successful.
 
Use
of Estimates

 
The
preparation of financial statements in conformity with accounting principles generally accepted in the U.S. requires management to make
estimates and assumptions

that affect the amounts reported in the financial statements and accompanying notes. Actual results could differ
from those estimates.
 
Inventories

 
Inventories
are recorded at the lower of cost or net realizable value. Cost is based on the first in, first out method. We regularly review inventory
quantities on hand and

write down to its net realizable value any inventory that we believe to be impaired. The determination of net
realizable value requires judgment including consideration of many
factors, such as estimates of future product demand, product net selling
prices, current and future market conditions and potential product obsolescence, among others. The
components of inventories are as follows:

 
               
    As of  

(in thousands)  
September 30,

2022    
December 31,

2021  
Raw materials and supplies   $           394    $ 227 
Finished goods     66      66 
Total inventories   $ 460    $ 293 

 
The
approximately $66,000 of finished goods inventory at September 30, 2022 included materials held for potential sale.
 

Revenue
Recognition
 

We
generate revenue principally from collaborative research and development arrangements, sales or licenses of technology, government grants,
sales of Probuphine
materials to holders of the ex-U.S. product rights, and prior to the discontinued operations, the sale of Probuphine
in the U.S. Consideration received for revenue arrangements
with multiple components is allocated among the separate performance obligations
based upon their relative estimated standalone selling price.

 
In
determining the appropriate amount of revenue to be recognized as we fulfill our obligations under our agreements, we perform the following
steps for our revenue

recognition: (i) identification of the promised goods or services in the contract; (ii) determination
of whether the promised goods or services are performance obligations,
including whether they are distinct in the context of the contract;
(iii) measurement of the transaction price, including the constraint on variable consideration; (iv) allocation of
the transaction
price to the performance obligations based on estimated selling prices; and (v) recognition of revenue when (or as) we satisfy each
performance obligation.

 
Grant
Revenue
 
We
have contracts with National Institute on Drug Abuse or NIDA, within the U.S. Department of Health and Human Services, or HHS, the Bill
& Melinda Gates

Foundation, and other government-sponsored organizations for research and development related activities that provide
for payments for reimbursed costs, which may include
overhead and general and administrative costs. We recognize revenue from these contracts
as we perform services under these arrangements when the funding is committed.
Associated expenses are recognized when incurred as research
and development expense. Revenues and related expenses are presented gross in the condensed statements of
operations.
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Net
Product Revenue
 
Prior
to the discontinuation of our commercialization activities relating to Probuphine in the U.S., we recognized revenue from product sales
when control of the product

transfers, generally upon shipment or delivery, to our customers, which include distributors. As customary
in the pharmaceutical industry, our gross product revenue was
subject to a variety of deductions in the forms of variable consideration,
such as rebates, chargebacks, returns and discounts, in arriving at reported net product revenue. This
variable consideration was estimated
using the most-likely amount method, which is the single most-likely outcome under a contract and was typically at stated contractual
rates. The actual outcome of this variable consideration could materially differ from our estimates. From time to time, we would adjust
our estimates of this variable
consideration when trends or significant events indicated that a change in estimate is appropriate to
reflect the actual experience. Additionally, we continued to assess the
estimates of our variable consideration as we continued to accumulate
additional historical data.

 
Returns
– Consistent with the provisions of ASC 606, we estimated returns at the inception of each transaction, based on multiple considerations,
including historical sales,

historical experience of actual customer returns, levels of inventory in our distribution channel, expiration
dates of purchased products and significant market changes which
could impact future expected returns to the extent that we would not
reverse any receivables, revenues, or contract assets already recognized under the agreement. During the
year ended December 31, 2019,
we entered into agreements with large national specialty pharmacies with a distribution channel different from that of our existing customers
and, therefore, the related reserves had unique considerations. We continued to evaluate the activities with these specialty pharmacies
and updated the related reserves
accordingly.

 
Rebates –
Our provision for rebates was estimated based on our customers’ contracted rebate programs and our historical experience of rebates
paid.
 
Discounts –
The provision was estimated based upon invoice billings, utilizing historical customer payment experience.
 
Performance
Obligations
 
A
performance obligation is a promise in a contract to transfer a distinct good or service to the customer. Our performance obligations
include commercialization license

rights, development services and services associated with the regulatory approval process.
 
We
have optional additional items in contracts, which are accounted for as separate contracts when the customer elects such options. Arrangements
that include a promise

for future commercial product supply and optional research and development services at the customer’s discretion
are generally considered as options. We assess if these
options provide a material right to the customer and, if so, such material rights
are accounted for as separate performance obligations. If we are entitled to additional payments
when the customer exercises these options,
any additional payments are recorded in revenue when the customer obtains control of the goods or services.

 
Transaction
Price
 
We
have both fixed and variable consideration. Non-refundable upfront payments are considered fixed, while milestone payments are identified
as variable consideration

when determining the transaction price. Funding of research and development activities is considered variable
until such costs are reimbursed at which point, they are
considered fixed. We allocate the total transaction price to each performance
obligation based on the relative estimated standalone selling prices of the promised goods or
services for each performance obligation.

 
At
the inception of each arrangement that includes milestone payments, we evaluate whether the milestones are considered probable of being
achieved and estimate the

amount to be included in the transaction price using the most likely amount method. If it is probable that
a significant revenue reversal would not occur, the value of the
associated milestone is included in the transaction price. Milestone
payments that are not within our control, such as approvals from regulators, are not considered probable of
being achieved until those
approvals are received.

 
For
arrangements that include sales-based royalties or earn-out payments, including milestone payments based on the level of sales, and the
license or purchase agreement

is deemed to be the predominant item to which the royalties or earn-out payments relate, we recognize revenue
at the later of (a) when the related sales occur, or (b) when the
performance obligation to which some or all of the royalty
or earn-out payment has been allocated has been satisfied (or partially satisfied).

 
Allocation
of Consideration
 
As
part of the accounting for these arrangements, we must develop assumptions that require judgment to determine the stand-alone selling
price of each performance

obligation identified in the contract. Estimated selling prices for license rights are calculated using
the residual approach. For all other performance obligations, we use a cost-
plus margin approach.

 
Timing
of Recognition
 
Significant
management judgment is required to determine the level of effort required under an arrangement and the period over which we expect to
complete our

performance obligations under an arrangement. We estimate the performance period or measure of progress at the inception
of the arrangement and re-evaluate it each reporting
period. This re-evaluation may shorten or lengthen the period over which revenue
is recognized. Changes to these estimates are recorded on a cumulative catch-up basis. If we
cannot reasonably estimate when our performance
obligations either are completed or become inconsequential, then revenue recognition is deferred until we can reasonably
make such estimates.
Revenue is then recognized over the remaining estimated period of performance using the cumulative catch-up method. Revenue
is recognized for
licenses or sales of functional intellectual property at the point in time the customer can use and benefit from the
license. For performance obligations that are services, revenue
is recognized over time proportionate to the costs that we have incurred
to perform the services using the cost-to-cost input method.
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Contract
Assets and Liabilities
 
The
following table presents the activity related to our accounts receivable for the nine months ended September 30, 2022.
 

      
    September 30,  
    2022  
(In thousands)       
Balance at January 1, 2022   $ 112 

Additions     436 
Deductions     (499)

Balance at September 30, 2022   $ 49 
 
Research
and Development Costs and Related Accrual

 
Research
and development expenses include internal and external costs. Internal costs include salaries and employment related expenses, facility
costs, administrative

expenses and allocations of corporate costs. External expenses consist of costs associated with outsourced contract
research organization (“CRO”) activities, sponsored research
studies, product registration, and investigator sponsored trials.
Significant judgments and estimates must be made and used in determining the accrued balance in any
accounting period. Actual results
could differ from those estimates under different assumptions. Revisions are charged to expense in the period in which the facts that
give rise
to the revision become known.
 
Leases

 
We
determine whether the arrangement is or contains a lease at inception. Operating lease right-of-use assets and lease liabilities are
recognized at the present value of the

future lease payments at commencement date. The interest rate implicit in lease contracts is typically
not readily determinable, and therefore, we utilize our incremental
borrowing rate, which is the rate incurred to borrow on a collateralized
basis over a similar term an amount equal to the lease payments in a similar economic environment.
Certain adjustments to the right-of-use
asset may be required for items such as initial direct costs paid or incentives received.

 
Lease
expense is recognized over the expected term on a straight-line basis. Operating leases are recognized on our condensed balance sheets
as right-of-use assets,

operating lease liabilities current and operating lease liabilities non-current.
 
The
following table presents the minimum lease payments of our operating lease:
 

      
2022   $ 32 
2023     130 
2024     66 

Total minimum lease payments (base rent)     228 
Less: imputed interest     (12)

Total operating lease liabilities   $ 216 
 
Recent
Accounting Pronouncements

 
Accounting
Standards Not Yet Adopted
 
In
June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses, which requires
an organization to measure

all expected credit losses for financial assets held at the reporting date based on historical experience,
current conditions, and reasonable and supportable forecasts. Financial
institutions and other organizations will now use forward-looking
information to better inform their credit loss estimates. The amendments in this ASU are effective beginning
on January 1, 2023. We are
currently assessing the impact of the adoption of Topic 326 on our condensed financial statements and disclosures.

 
In
March 2020, the FASB issued ASU 2020-04, Reference Rate Reform, which provides companies with optional guidance, including expedients
and exceptions for

applying GAAP to contracts and other transactions affected by reference rate reform, such as the London Interbank
Offered Rate, or LIBOR. This new standard was effective
upon issuance and generally can be applied to applicable contract modifications
through December 31, 2022. We are evaluating the effects that the adoption of this guidance
will have on our condensed financial statements
and disclosures.
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In
August 2020, the FASB issued ASU No. 2020-06, Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity,
which simplifies the accounting for

convertible instruments. ASU 2020-06 eliminates certain models that require separate accounting for
embedded conversion features, in certain cases. Additionally, among other
changes, the guidance eliminates certain of the conditions
for equity classification for contracts in an entity’s own equity. The guidance also requires entities to use the if
converted
method for all convertible instruments in the diluted earnings per share calculation and include the effect of share settlement for instruments
that may be settled in
cash or shares, except for certain liability-classified share-based payment awards. This guidance is effective
beginning after December 15, 2023 and must be applied using
either a modified or full retrospective approach. Early adoption is permitted.
We are currently evaluating the impact this guidance will have on our condensed financial
statements and related disclosures.

 
In
November 2021, the FASB issued FASB issued ASU 2021-10, Disclosures by Business Entities about Government Assistance. The ASU codifies
new requirements to

disclose information about the nature of certain government assistance received, the accounting policy used to account
for the transactions, the location in the financial
statements where such transactions were recorded and significant terms and conditions
associated with such transactions. The guidance is effective for annual periods beginning
after December 15, 2021. The adoption of ASU
No. 2021-10 did not have a material impact to our condensed financial statements and related disclosures.
 
Subsequent
Events

 
We
have evaluated events that have occurred after September 30, 2022 and through the date that our condensed financial statements are issued.

 
Fair
Value Measurements

 
Financial
instruments, including receivables, accounts payable and accrued liabilities are carried at cost, and their fair values are approximated
due to the short-term nature

of these instruments. Our investments in money market funds are classified within Level 1 of the fair value
hierarchy.
 
At
September 30, 2022 and December 31, 2021, the fair value of our investments in money market funds were approximately $4.1 million and
$5.7 million, respectively,

which are included within our cash and cash equivalents in our condensed balance sheets.
 

2. Stock
Plans

 
The
following table summarizes option activity:
 

                           
                Weighted        
          Weighted     Average        
          Average     Remaining     Aggregate  
          Exercise     Option     Intrinsic  
    Options (in     Price per     Term     Value  
    thousands)     share     (in years)     (in thousands)  
Outstanding at December 31, 2021     682    $ 12.53      8.98    $ — 

Granted     310      1.18               
Forfeited or expired     (53)     18.01               

Outstanding at September 30, 2022     939    $ 8.48      8.57    $ — 
Exercisable at September 30, 2022     939    $ 8.48      8.57    $ — 

 
On
August 2, 2022, our Board of Directors, or Board, modified the outstanding options to purchase common stock under our 2015 Omnibus Equity
Incentive Plan, or 2015

Plan, to allow for the acceleration of vesting of all unvested 2015 Plan options in the event of a change in
control through the election of a majority of new members to our
Board.

 
On
August 15, 2022, the Special Meeting was held at the request of Activist, to increase the size of our Board from five members to eleven
members and elect Activist’s

slate of six nominees to serve as directors in addition to the existing five Board members. As a result
of the change of control, all unvested options granted under the 2015 Plan
prior to August 15, 2022, immediately became vested. We recognized
approximately $0.5 million of stock-based compensation during the three months ended September 30,
2022.

 
During
the three-month period ended September 30, 2022, our Board granted 125,000 options to purchase common stock at $1.52 per share and 900,000options to

purchase common stock at $1.31 per share which are subject to shareholder approval of an amendment to increase the number
of shares reserved for issuance under our 2015
Plan. The options vest monthly over a 12-month period from the grant dates. As the shares
underlying these options have not been approved by our stockholders, they have
been excluded from the table above as of September 30,
2022.
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The
following table summarizes the stock-based compensation expense recorded for awards under our stock option plans (in thousands):
 

                           
    Three Months Ended     Nine Months Ended  
(in thousands)   September 30,     September 30,  
    2022     2021     2022     2021  
Research and development   $ 306    $ 325    $ 553    $ 659 
Selling, general and administrative     217      330      414      691 

Total stock-based compensation   $ 523    $ 655    $ 967    $ 1,350 
 

We
use the Black-Scholes-Merton option-pricing model with the following assumptions to estimate the fair value of our stock options:
 

                             
    Three Months Ended     Nine Months Ended  
    September 30,     September 30,  
    2022     2021     2022     2021  
Weighted-average risk-free interest rate     —%    —%    1.91%    0.5%
Expected dividend payments     —      —      —      — 
Expected holding period (years) 1     —      —      5.3      5.5 
Weighted-average volatility factor 2     —      —      1.16      1.14 
Estimated forfeiture rates for options granted 3     —%    —%    5.6%    30%
 
 

(1) Expected
holding period is based on historical experience of similar awards, giving consideration to the contractual terms of the stock-based
awards, vesting schedules and
the expectations of future employee behavior.

(2) Weighted average volatility
is based on the historical volatility of our common stock.
(3) Estimated forfeiture
rates are based on historical data.
 

As
of September 30, 2022, there was approximately $1.1 million of total unrecognized compensation expense related to non-vested stock options
subject to shareholder
approval. This expense is expected to be recognized over a weighted-average period of approximately 1.0 year.

 
3. Net
Loss Per Share

 
The
table below presents common shares underlying stock options and warrants that are excluded from the calculation of the weighted average
number of common shares

outstanding used for the calculation of diluted net loss per common share. These are excluded from the calculation
due to their anti-dilutive effect:
 

                           
    Three Months Ended     Nine Months Ended  

    September 30,     September 30,  
(in thousands)   2022     2021     2022     2021  
Weighted-average anti-dilutive common shares resulting from options     932      692      975      596 
Weighted-average anti-dilutive common shares resulting from warrants     4,933      2,949      5,586      1,651 

      5,865      3,641      6,561      2,247 
 
4. JT
Pharmaceuticals Asset Purchase Agreement

 
In
October 2020, we entered into an Asset Purchase Agreement, or JT Agreement, with JT Pharmaceuticals, Inc., or JT Pharma, to acquire JT
Pharma’s kappa opioid

agonist peptide, TP-2021 (formerly JT-09) for use in combination with our ProNeura long-term, continuous
drug delivery technology, for the treatment of chronic pruritus and
other medical conditions. Under the terms of the JT Agreement, JT
Pharma received a $15,000 closing payment and is entitled to receive future milestone payments, payable in
cash or in stock, based on
the achievement of certain developmental and regulatory milestones, and single-digit percentage earn-out payments on net sales of the
product if
successfully developed and approved for commercialization. In January 2022, we entered into an agreement with JT Pharma to
clarify certain provisions of the JT Agreement
pursuant to which we agreed that the proof-of-concept milestone provided for in the JT
Agreement was achieved and made a payment of $100,000 and issued 51,021 shares of
our common stock to JT Pharma. The related expense
was included in research and development expenses in our condensed statements of operations.

 
5. Commitments
and Contingencies

 
Lease
Commitments
 
We
lease our office facility under an operating lease that expires in June 2024. Rent expense associated with this lease was approximately
$32,000 and $96,000 for the

three and nine months ended September 30, 2022, respectively.
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Legal
Proceedings
 
A
legal proceeding has been initiated by a former employee alleging wrongful termination, retaliation, infliction of emotional distress,
negligent supervision, hiring and

retention and slander. An independent investigation into this individual’s allegations of whistleblower
retaliation, while still an employee, was conducted utilizing an outside
investigator and concluded that such allegations were not substantiated.
We intend to vigorously defend the lawsuit (which we have compelled into arbitration); however, in
light of our cash position, there
can be no assurance that the defense and/or settlement of this matter will not have a material adverse impact on our business.

 
6. Stockholders’
Equity

 
Our
common stock outstanding as of September 30, 2022 and December 31, 2021 was 14,629,217 shares and 9,914,158 shares, respectively.
 
Amendment
to Bylaws
 
In
July 2022, the Board amended our Bylaws to effect certain enhancements to the ability of stockholders to call for a special meeting of
stockholders and make changes to

the composition of the Board. This included (i) reducing the holdings required for stockholders to call
a special meeting of stockholders from a majority to twenty-five percent
(25%); (ii) enabling increases in the size of the Board to be
effectuated by stockholders or directors at any annual or special meeting or by stockholder action by written consent
in lieu of a meeting;
(iii) provide that Board vacancies and newly created directorships resulting from action taken by the stockholders at a meeting or by
written consent in lieu
thereof shall be filled initially by the stockholders.

 
Activist
Investing, LLC
 
In
July 2022, we received a letter from Activist requesting that our Board call the Special Meeting in accordance with Article II, Section
5 of the Company’s Bylaws, as

amended.in order for stockholders to consider and vote upon the following two proposals:
 

● An
increase in the size of the Board by six (6) members from five (5) members to eleven (11)
members in total; and
   
● The
election of Activist’s six nominees to serve as directors to fill the vacancies
left by the foregoing increase.

 
In
accordance with Activist’s request, the Board set the record date for the Special Meeting as July 22, 2022 and the Special Meeting
was held on August 15, 2022

resulting in the approval of the increase in the size of the Board and the election of the six nominees.
 
February
2022 Offerings
 
In
February 2022, we completed a registered direct offering with an accredited investor pursuant to which we issued an aggregate of 1,100,000
shares of our common stock

and 2,274,242 pre-funded warrants to purchase shares of our common stock, with an exercise price of $0.001
per share. In a concurrent private placement, we sold unregistered
pre-funded warrants to purchase an aggregate of 1,289,796 shares of
common stock with an exercise price of $0.001 per share and issued unregistered five year and six month
warrants to purchase an aggregate
of 4,664,038 shares of common stock with an exercise price of $1.14. The net cash proceeds from these offerings were approximately $5.0
million after deduction of underwriting fees and other offering expenses.

 
Warrant
Exercises
 
In
March 2022, we received approximately $1,000 from the exercise of 974,242 pre-funded warrants issued in the February 2022 registered
direct offering.
 
In
April 2022, we received approximately $1,300 from the exercise of 1,300,000 pre-funded warrants issued in the February 2022 registered
direct offering.
 
In
May 2022, we received approximately $1,290 from the exercise of 1,289,796 pre-funded warrants issued in the February 2022 private placement.
 
JT
Pharma Milestone
 
In
January 2022, we entered into an agreement with JT Pharma to clarify certain provisions of the JT Agreement pursuant to which we agreed
that the proof-of-concept

milestone provided for in the JT Agreement was achieved and made a payment of $100,000 and issued 51,021 shares
of our common stock to JT Pharma.
 
Restricted
Shares
 
In
August, 2021, we agreed to issue 50,000 shares of our common stock pursuant to a restricted stock agreement with Maxim Partners, LLC
in connection with the entry

into an amendment to our existing advisory agreement. The shares vested monthly over 12 months. We recorded
approximately $18,000 and $71,000 of stock-based
compensation expense during the three and nine months ended September 30, 2022, respectively.
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The
following table summarizes restricted stock activity:

 
      

   
September 30,

2022  
Outstanding at December 31, 2021     50,000 

Issued     — 
Forfeited or expired     — 

Outstanding at September 30, 2022     50,000 
 
Annual
Meeting of Stockholders
 
In
January 2021, our stockholders approved an amendment to the 2015 Omnibus Equity Incentive plan to increase the number of authorized shares
to 1,000,000 shares.
 
January
2021 Offering
 
In
January 2021, we completed an offering with several accredited institutional investors pursuant to which we issued 2,725,000 shares of
our common stock in a registered

direct offering and warrants to purchase 2,725,000 shares of our common stock with an exercise price
of $3.55 per share in a concurrent private placement. The warrants were
classified as equity, were exercisable immediately and will expire
in July 2026. The net cash proceeds from this offering were approximately $8.8 million after deduction of
underwriting fees and other
offering expenses.

 
7. Discontinued
Operations

 
The
following table presents information related to assets and liabilities reported as discontinued operations in our condensed balance sheets:
 

             
    September 30,     December 31,  
    2022     2021  

(In thousands)              
Prepaid expenses and other current assets     14      12 

Discontinued operations – current assets   $ 14    $ 12 
               

Accounts payable   $ 581    $ 782 
Other accrued liabilities     289      362 

Discontinued operations – current liabilities   $ 870    $ 1,144 
  

8. Related
Party Transactions
 
During the three months
ended September 30, 2022, we made payments related to legal fees of approximately $50,000 to a law firm operated by one of our Board

members. 
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Item 2.
Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
Forward-Looking
Statements

 
This
Quarterly Report on Form 10-Q or in the documents incorporated by reference herein may contain “forward-looking statements”
within the meaning of Section 27A

of the Securities Act of 1933 (the “Securities Act”) and Section 21E of the Securities
Exchange Act of 1934 (the “Exchange Act”) that involve substantial risks and
uncertainties. We have attempted to identify
forward-looking statements by terminology including “anticipates,” “believes,” “can,” “continue,”
“could,” “estimates,” “expects,”
“intends,” “may,” “plans,” “potential,”
“predicts,” “should,” or “will” or the negative of these terms or other comparable terminology. Although
we do not make forward
looking statements unless we believe we have a reasonable basis for doing so, we cannot guarantee their accuracy.
Forward-looking statements included or incorporated by
reference in this report or our other filings with the Securities and Exchange
Commission, or the SEC, include, but are not necessarily limited to, those relating to uncertainties
relating to:

 
· Our
ability to complete one or more strategic transactions that will maximize our assets or otherwise provide value to stockholders;

 
· our
ability to raise capital when needed;

 
· difficulties
or delays in the product development and regulatory process; and

 
· protection
for our patents and other intellectual property or trade secrets.

 
Forward-looking statements should not be
read as a guarantee of future performance or results and will not necessarily be accurate indications of the times at, or by which,

that
performance or those results will be achieved. Forward-looking statements are based on information available at the time they are made
and/or management’s good faith
belief as of that time with respect to future events, and are subject to risks and uncertainties,
including the risks outlined under “Risk Factors” or elsewhere in this report, that
could cause actual performance or results
to differ materially from what is expressed in or suggested by the forward-looking statements.

 
Forward-looking statements speak only as
of the date they are made. You should not put undue reliance on any forward-looking statements. We assume no obligation to

update forward-looking
statements to reflect actual results, changes in assumptions or changes in other factors affecting forward-looking information, except
to the extent
required by applicable securities laws. If we do update one or more forward-looking statements, no inference should be drawn
that we will make additional updates with respect
to those or other forward-looking statements. We caution you not to give undue weight
to such projections, assumptions and estimates.

 
References herein to “we,” “us,”
“Titan,” and “our company” refer to Titan Pharmaceuticals, Inc. unless the context otherwise requires.
 
Probuphine® and ProNeura®
are trademarks of our company. This Quarterly Report on Form 10-Q also includes trade names and trademarks of companies other than

Titan.
 
Overview

 
We are a pharmaceutical company developing
therapeutics utilizing our proprietary long-term drug delivery platform, ProNeura®, for the treatment of select chronic

diseases for which steady state delivery of a drug has the potential to provide an efficacy and/or safety benefit. ProNeura consists of
a small, solid implant made from a mixture
of ethylene-vinyl acetate, or EVA, and a drug substance. The resulting product is a solid matrix
that is designed to be administered subdermally in a brief, outpatient procedure
and is removed in a similar manner at the end of the
treatment period.

 
Our first product based on our ProNeura
technology was Probuphine® (buprenorphine implant), which is approved in the United States, Canada and the European Union,

or EU,
for the maintenance treatment of opioid use disorder in clinically stable patients taking 8 mg or less a day of oral buprenorphine. While
Probuphine continues to be
commercialized in Canada and in the EU (as Sixmo™) by other companies that have either licensed or acquired
the rights from Titan, we discontinued commercialization of
the product in the U.S. during the fourth quarter of 2020 to allow us to focus
our limited resources on product development programs.

 
In December 2021, we announced our intention
to work with our financial advisor to explore strategic alternatives to enhance stockholder value, potentially including an

acquisition,
merger, reverse merger, other business combination, sales of assets, licensing or other transaction. In June 2022, we implemented a plan
to reduce expenses and
conserve capital that included a company-wide reduction in salaries and a scale back of certain operating expenses
to enable us to maintain sufficient resources as we pursued
potential strategic alternatives. In July 2022, David Lazar and Activist Investing
LLC (collectively, “Activist”) acquired an approximately 25% ownership interest in Titan, filed
a proxy statement and nominated
six additional directors, each of whom was elected to our board of directors (the “Board”) at a special meeting of stockholders
held on August
15, 2022 (the “Special Meeting”). The exploration and evaluation of possible strategic alternatives by the
Board has continued following the Special Meeting.
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ProNeura Continuous Drug Delivery Platform
 
Our ProNeura continuous drug delivery system
consists of a small, solid rod-shaped implant made from a mixture of EVA and a given drug substance. The resulting

product is a solid
matrix that is placed subdermally, normally in the inside part of the upper arm in a brief procedure using a local anesthetic and is removed
in a similar manner
at the end of the treatment period. The drug substance is released continuously through the process of dissolution-controlled
diffusion. This results in a continuous, steady rate
of release generally similar to intravenous administration. We believe that such
long-term, near linear release characteristics are desirable as they avoid the fluctuating peak and
trough drug levels seen with oral
dosing that often poses treatment problems in a range of diseases.

 
The ProNeura platform was developed to address
the need for a simple, practical method to achieve continuous long-term drug delivery, and, depending on the

characteristics of the compound
to be delivered, can potentially provide treatment on an outpatient basis over extended periods of up to 12 months. We believe that the
benefits
of this technology have been demonstrated by the clinical results seen to date with Probuphine, and, in addition, that the development
and regulatory process have been
affirmed by the U.S. Food and Drug Administration, or FDA, the European Medicines Agency, or EMA, and
Health Canada approvals of this product. We have further
demonstrated the feasibility of the ProNeura platform with small molecules, hormones,
and bio-active peptides. The delivery system works with both hydrophobic and
hydrophilic molecules. We have also shown the flexibility
of the platform by experimenting with the release characteristics of the EVA implants, layering the implants with
varying concentrations
of drug, and generating implants of different sizes and porosity to achieve a desired delivery profile.

 
Development Programs
 
We currently have the following development
programs for which development activities have been substantially curtailed while we are exploring several financing and

strategic alternatives.
 

· TP-2021 - A subdermal ProNeura implant
containing TP-2021, our kappa opioid agonist peptide, for the potential delivery of therapeutic concentrations of TP-2021 in
human subjects
with pruritus for up to six months or longer following a single in-office procedure. We will need to conduct Investigational New Drug,
or IND, enabling
non-clinical safety and pharmacology studies in preparation for regulatory approval to enter human clinical studies.

 
· Nalmefene – A subdermal ProNeura
implant containing nalmefene for the prevention of opioid relapse following detoxification of patients suffering opioid use disorder.

The FDA cleared the IND for this program in July 2022. To date, this program has been partially supported by a grant from NIDA which provided
approximately $8.7
million of Federal money. Following the clearance of the IND, we may be eligible for additional grant funding of approximately
$6.3 million from NIDA. However, this
funding availability is dependent on a progress review at NIDA. Additional funding from external
sources for progression of the clinical program will need to be separately
sought but will be dependent on finding a suitable partner.

 
· Gates Foundation - In October 2021,
we received an approximately $500,000 grant from the Bill and Melinda Gates Foundation to demonstrate the ability to deliver a

combination
HIV preventative therapeutic and a contraceptive from a single ProNeura implant for women and adolescent girls in low- and middle-income
countries.
 
We operate in only one business segment,
the development of pharmaceutical products. We make available free of charge through our website, www.titanpharm.com, our

periodic reports
as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC.
 
Recent Accounting Pronouncements

 
See Note 1 to the accompanying unaudited
condensed financial statements included in Part 1, Item 1 of this Quarterly Report on Form 10-Q for information on recent

accounting pronouncements.
 
Results of Operations for the Three and Nine Months ended
September 30, 2022 and 2021

 
Revenues
 

    Three Months Ended     Nine Months Ended  
    September 30,     September 30,  
    2022     2021     Change     2022     2021     Change  
    (In thousands)  
Revenues:                                          

License revenue   $ 4    $ 4    $ —    $ 9    $ 9    $ — 
Product revenue     —      36      (36)     —      236      (236)
Grant revenue     91      224      (133)     427      1,146      (719)

Total revenues   $ 95    $ 264    $ (169)   $ 436    $ 1,391    $ (955)
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The decrease in total revenues for the three
and nine months ended September 30, 2022 was primarily due to a decrease in grant revenues and product revenues. Product

revenues for
the three and nine months ended September 30, 2021 consisted of sales of Probuphine product materials to the holder of the EU rights.
 

Operating Expenses
 

    Three Months Ended     Nine Months Ended  
    September 30,     September 30,  
    2022     2021     Change     2022     2021     Change  
    (In thousands)  
Operating expenses:                                          

Cost of goods sold   $ —    $ —    $ —    $ —    $ 199    $ (199)
Research and development     932      1,193      (261)     3,315      4,716      (1,401)
Selling, general and administrative     1,806      979      827      4,745      3,341      1,404 

Total operating expenses   $ 2,738    $ 2,172    $ 566    $ 8,060    $ 8,256    $ (196)
 

Cost of goods sold for the nine months
ended September 30, 2021 primarily reflects costs and expenses associated with sales of our Probuphine product to the holder of the
EU
rights.

 
The decrease in research and development
costs for the three and nine months ended September 30, 2022 was primarily associated with reduced activities related to non-

clinical
studies required for the IND submission as part of our NIDA grant for the development of a nalmefene implant, decreases in expenses related
to initial non-clinical
proof of concept studies related to our TP-2021 implant program and decreases in research and development personnel-related
costs and other expenses. Other research and
development expenses include internal operating costs such as research and development personnel-related
expenses, non-clinical and clinical product development related
travel expenses, and allocation of facility and corporate costs. As a
result of the risks and uncertainties inherently associated with pharmaceutical research and development
activities described elsewhere
in this document, we are unable to estimate the specific timing and future costs of our clinical development programs or the timing of
material
cash inflows, if any, from our product candidates. However, we anticipate that our research and development expenses will increase
as we continue our current or any future
ProNeura development programs to the extent these costs are not supported through grants or partners.

 
The increase in general and administrative
expenses for the three and nine months ended September 30, 2022 was primarily related to increases in legal and professional

fees,
non-cash stock-based compensation and employee severance.
 
Other Income (Expense), Net

 
    Three Months Ended     Nine Months Ended  
    September 30,     September 30,  
    2022     2021     Change     2022     2021     Change  
    (In thousands)  
Other income (expense):                                          

Interest income (expense), net   $ 21    $ —    $ 21    $ 26    $ (2)   $ 28 
Gain on debt extinguishment     —      —      —      —      661      (661)
Other expense, net     (16)     (7)     (9)     (42)     (30)     (12)

Other income (expense), net   $ 5    $ (7)   $ 12    $ (16)   $ 629    $ (645)
 
The decrease in other income (expense),
net for the three and nine months ended September 30, 2022 was primarily due to a gain on debt extinguishment resulting from the

May 2021
forgiveness of our outstanding PPP Loan.
 
Net Loss and Net Loss per Share
 
Our net loss from operations for the three-month
period ended September 30, 2022 was approximately $2.6 million, or approximately $0.18 per share, compared to our net

loss from operations
of approximately $1.9 million, or approximately $0.19 per share, for the comparable period in 2021. Our net loss from operations for the
nine-month
period ended September 30, 2022 was approximately $7.6 million, or approximately $0.59 per share, compared to our net loss
from continuing operations of approximately
$6.2 million, or approximately $0.64 per share, for the comparable period in 2021.
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Liquidity and Capital Resources

 
We have funded our operations since inception
primarily through the sale of our securities and the issuance of debt, as well as with proceeds from warrant and option

exercises, corporate
licensing and collaborative agreements, and government-sponsored research grants. At September 30, 2022, we had working capital of approximately
$3.1
million compared to working capital of approximately $4.6 million at December 31, 2021.

 
In February 2022, we completed a registered
direct offering with an accredited investor pursuant to which we issued an aggregate of 1,100,000 shares of our common stock

and 2,274,242
pre-funded warrants to purchase shares of our common stock, with an exercise price of $0.001 per share. In a concurrent private placement,
we sold unregistered
pre-funded warrants to purchase an aggregate of 1,289,796 shares of common stock with an exercise price of $0.001
per share and issued unregistered five year and six month
warrants to purchase an aggregate of 4,664,038 shares of common stock with an
exercise price of $1.14. The net cash proceeds from these offerings were approximately $5.0
million after deduction of underwriting fees
and other offering expenses.

 
In January 2021, we completed an offering
with several accredited institutional investors pursuant to which we issued 2,725,000 shares of our common stock in a registered

direct
offering and warrants to purchase 2,725,000 shares of our common stock with an exercise price of $3.55 per share in a concurrent private
placement. The warrants were
exercisable immediately and will expire in July 2026. The net cash proceeds from this offering were approximately
$8.8 million after deduction of underwriting fees and other
offering expenses.

 
At September 30, 2022, we had cash and cash
equivalents of approximately $4.5 million, which we believe is sufficient to fund our planned operations into the first quarter

of 2023.
There is substantial doubt about our ability to continue as a going concern. We will require additional funds to finance our operations.
We are exploring several
financing alternatives; however, there can be no assurance that our efforts to obtain the funding required to
continue our operations will be successful.

 
Sources and Uses of Cash

 
    Nine Months Ended September 30,  
    2022     2021  
    (In thousands)  
Net cash used in operating activities     (6,604)     (6,818)
Net cash used in investing activities     —      (18)
Net cash provided by financing activities     4,984      8,841 
Net increase (decrease) in cash and cash equivalents     (1,620)     2,005 
 

Net cash used in operating activities for
the nine months ended September 30, 2022 consisted primarily of our net loss of approximately $7.6 million, approximately $0.2
million
related to net changes in operating assets and liabilities, partially offset by approximately $1.2 million of non-cash charges primarily
related to stock-based
compensation and depreciation and amortization. Net cash used in operating activities for the nine months ended
September 30, 2021 consisted primarily of our net loss of
approximately $6.2 million, approximately $0.7 million related to a gain on
debt extinguishment, and approximately $1.4 million related to net changes in operating assets and
liabilities, partially offset by approximately
$1.5 million of non-cash charges primarily related to stock-based compensation and depreciation and amortization. Uses of cash in
operating
activities were primarily to fund product development programs and administrative expenses.

 
Net cash used in investing activities was
primarily related to purchases of equipment.
 
Net cash provided by financing activities
for the nine months ended September 30, 2022 consisted of net cash proceeds from the February 2022 offering. Net cash provided

by financing
activities for the nine months ended September 30, 2021 consisted of net cash proceeds from the January 2021 offering.
 

Item 3. Quantitative and Qualitative Disclosures About
Market Risk
 

Our market risk disclosures set forth in
our Annual Report on Form 10-K for the year ended December 31, 2021 have not materially changed.
 

Item 4. Controls and Procedures
 
Disclosure Controls and Procedures

 
Our Chief Executive Officer, being our principal
executive and financial officer, has evaluated the effectiveness of our disclosure controls and procedures as defined in

Rules 13a-15(e)
and 15d-15(e) of the Exchange Act as of September 30, 2022, the end of the period covered by this report, and has concluded that our disclosure
controls and
procedures were effective to ensure that the information required to be disclosed by us in reports we file or submit under
the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in the rules and forms of the SEC,
and that such information is accumulated and communicated to our principal executive and
principal financial officer as appropriate to
allow timely decisions regarding required disclosure.
 
Changes in Internal Control Over Financial Reporting

 
There were no changes in our internal control
over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the three and nine

months ended September
30, 2022 that materially affected, or were reasonably likely to materially affect, our internal controls over financial reporting.
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PART II

 
Item 1. Legal Proceedings

 
A legal proceeding has been initiated by
a former employee alleging wrongful termination, retaliation, infliction of emotional distress, negligent supervision, hiring and

retention
and slander. An independent investigation into this individual’s allegations of whistleblower retaliation, while still an employee,
was conducted utilizing an outside
investigator and concluded that such allegations were not substantiated. We intend to vigorously defend
the lawsuit (which we have compelled into arbitration); however, in
light of our cash position, there can be no assurance that the defense
and/or settlement of this matter will not have a material adverse impact on our business.

 
Item 1A. Risk Factors

 
In addition to the other information set
forth in this report, you should carefully consider the factors discussed in Part I, “Item 1A. Risk Factors” in
our 2021 10-K, which

could materially affect our business, financial condition or future results. The risks described in our 2021 10-K
are not the only risks facing our company. Except as noted
below, the risks and uncertainties described in “Item 1A - Risk Factors”
of our 2021 Form 10-K have not materially changed. Additional risks and uncertainties not currently
known to us or that we currently deem
to be immaterial also may materially adversely affect our business, financial condition and/or operating results.

 
If we cannot continue to satisfy the
Nasdaq Capital Market continued listing standards and other Nasdaq rules, our common stock could be delisted, which

would harm our business,
the trading price of our common stock, our ability to raise additional capital and the liquidity of the market for our common stock.
 
Our Common Stock is currently listed on
the Nasdaq Capital Market (“Nasdaq”). The listing standards of Nasdaq require that a company maintain stockholders’
equity of

at least $2.5 million and a minimum bid price subject to specific requirements of $1.00 per share. There is no assurance that
we will be able to maintain compliance with the
minimum closing price requirement or the minimum stockholders’ equity requirement.
Should we fail to comply with the minimum listing standards applicable to issuers listed
on Nasdaq, our common stock may be delisted from
Nasdaq. If our common stock is delisted, it could reduce the price of our common stock and the levels of liquidity available
to our stockholders.

 
In the event that our stock price falls
below $1.00 per share for 30 consecutive trading days, Nasdaq may send us a notice stating we will be provided a period of 180 days

to
regain compliance with the minimum bid requirement or else Nasdaq may make a determination to delist our common stock. If our common stock
were to be delisted from
Nasdaq and was not eligible for quotation or listing on another market or exchange, trading of our common stock
could be conducted only in the over-the-counter market or on
an electronic bulletin board established for unlisted securities such as
the Pink Sheets or the OTC Bulletin Board. In such event, it could become more difficult to dispose of, or
obtain accurate price quotations
for, our common stock, and there would likely also be a reduction in our coverage by securities analysts and the news media, which could
cause
the price of our common stock to decline further.

 
Item 2. Unregistered Sales of Equity Securities and Use
of Proceeds.
 

None.
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Item 6. Exhibits
 
(b)    Exhibits

 
No   Description
10.1   Form of Stock Option Agreement
10.2   Fifth Amended and Restated 2015 Omnibus Equity Incentive Plan (subject to stockholder approval)
31.1   Certification of the Principal Executive and Financial Officer pursuant to Rule 13(a)-14(a) of the Securities Exchange Act of 1934
32.1   Certification of the Principal Executive and Financial Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of

2002
101.INS   XBRL Instance Document
101.SCH   XBRL Taxonomy Extension Schema Document
101.CAL   XBRL Taxonomy Extension calculation Linkbase Document
101.DEF   XBRL Taxonomy Extension Definition Linkbase Document
101.LAB   XBRL Taxonomy Extension Label Linkbase Document
101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document
104   Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)
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SIGNATURES

 
Pursuant to the requirements of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly

authorized.
 
  TITAN PHARMACEUTICALS, INC.
     
Dated: November 14, 2022 By: /s/ David Lazar
  Name:  David Lazar
  Title: Chief Executive Officer
    (Principal Executive Officer)
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Exhibit 10.1

 
STAND-ALONE
STOCK OPTION AGREEMENT

 
THIS
STAND-ALONE STOCK OPTION AGREEMENT (this “Agreement”) dated as of the 15th day of September, 2022 by and between
Titan Pharmaceuticals,

Inc., a Delaware corporation (the “Company”), and [●] (the “Optionee”).
 

RECITALS
 

WHEREAS,
the Company has adopted and maintains the Titan Pharmaceuticals, Inc. 2015 Omnibus Equity Incentive Plan effective August 24, 2015,
as amended
(the “Plan”), and

 
WHEREAS,
 the Company’s Board of Directors (the “Board”) adopted, subject to the receipt of stockholder approval, an amendment
 to the Plan to increase the

number of shares of common stock reserved for awards under the Plan from 1,000,000 to 2,500,000 (the “Plan
Amendment”).
 
WHEREAS,
 pursuant to the terms of the Plan and subject to the approval of the Plan Amendment, on the date hereof the Compensation Committee (the

“Committee”) of the Board granted to the Optionee, a nonqualified stock option to purchase all or any part of 100,000 shares
of the Company’s common stock, par value
$0.001 per share (the “Common Stock”), subject to and upon the terms and conditions
set forth herein;

 
NOW,
THEREFORE, in consideration of the mutual promises and covenants made herein and the mutual benefits to be derived herefrom and for
other good and

valuable consideration, the receipt of which is hereby acknowledged, the parties agree as follows:
 
1. Grant
of Option. This Agreement evidences the Committee’s grant to the Optionee of the right and option to purchase, subject
to and on the terms and conditions

set forth herein, and subject to stockholder approval of the Plan Amendment, all or any part of 100,000
shares of the Company’s Common Stock (the “Shares”) at an exercise
price per Share equal to the closing price of the
Common Stock on the NASDAQ Global Market on the date hereof (the “Option”), exercisable from time to time, subject to the
provisions of this Agreement, prior to 5:00 p.m., New York City time, the ten (10) year anniversary of the date hereof, unless earlier
 terminated pursuant to Section 8. If
stockholder approval of the Plan Amendment is not obtained on or prior to the first anniversary
of the date of this Agreement, this Agreement and the grant made hereunder
will be deemed void ab initio.

 
2. Exercisability
of Option. Subject to Section 1 and Section 8 hereof, and subject to stockholder approval of the Plan Amendment, the
Option will vest and become

exercisable pro-rata over a 12-month period, commencing from the date hereof.
 

 



 
 
3. Method
of Exercise of Option.
 

3.1. Method
of Exercise. The Option to the extent then exercisable may be exercised in whole or in part by giving written notice to the Company
specifying
the number of Shares to be purchased, accompanied by payment in full of the purchase price, in cash, or by check or such other
 instrument as may be acceptable to the
Committee. As determined by the Committee, in its sole discretion, at or after grant, payment
in full or in part may be made at the election of the Optionee (a) in the form of
shares of Common Stock owned by the Optionee (based
on the Fair Market Value (as defined below) of the shares) that are not the subject of any pledge or security interest, (b)
in the form
of shares of Common Stock withheld by the Company from the shares of Common Stock otherwise to be received with such withheld shares
of Common Stock
having a Fair Market Value equal to the exercise price, or (c) by a combination of the foregoing, provided that the combined
value of all cash and cash equivalents and the Fair
Market Value of any shares surrendered to the Company is at least equal to such exercise
price. Notwithstanding the forgoing, the Optionee may not take any actions that are
prohibited by the Sarbanes-Oxley Act of 2002 and
the rules and regulations promulgated by the Securities and Exchange Commission or any agency thereunder. The Optionee
shall have the
right to dividends and other rights of a stockholder with respect to the Shares purchased upon exercise of the Option at such time as
the Optionee (a) has given
written notice of exercise and has paid in full for such Shares, and (b) has satisfied such conditions that
may be imposed by the Company with respect to the withholding of
taxes.

 
3.2. Fair
Market Value. “Fair Market Value” means the closing price on the date of grant on the principal securities exchange
on which shares of Common

Stock are listed (if the shares of Common Stock are so listed), or, if not so listed or regularly quoted, the
mean between the closing bid and asked prices of publicly traded
shares of Common Stock in the over the counter market, or, if such bid
and asked prices shall not be available, as reported by any nationally recognized quotation service
selected by the Company, or as determined
by the Committee in a manner consistent with the provisions of the United States Internal Revenue Code of 1986, as amended.
Anything
in this Section 3.2 to the contrary notwithstanding, in no event shall the purchase price of a share of Common Stock be less than
the minimum price permitted under
the rules and policies of any national securities exchange on which the shares of Common Stock are
listed.

 
4. Tax
Withholding. Upon any exercise of the Option in whole or in part, the Company shall have the right at its option to (a) require
 the Optionee (or personal

representative or beneficiary, as the case may be) to pay or provide for payment of the amount of any taxes
which the Company may be required to withhold with respect to the
Option or (b) deduct from any amount payable in cash the amount of
any taxes which the Company may be required to withhold with respect to such cash payment. In any case
where a tax is required to be
withheld in connection with the delivery of shares of Common Stock, the Board may in its sole discretion grant to the Optionee the right
to elect,
pursuant to such rules and subject to such conditions as the Board may establish, to have the Company reduce the number of
shares to be delivered by (or otherwise reacquire)
the appropriate number of shares valued at their then Fair Market Value to satisfy
such withholding obligation.

 
5. No
Transferability; Limited Exception to Transfer Restrictions. The Option is not transferable and may be exercised solely by the
Optionee during his lifetime

or after his death by the person or persons entitled thereto under his will or the laws of descent and distribution.
The Committee, in its sole discretion, may permit a transfer of
the Option in whole or in part to (a) a trust for the benefit of the
Optionee, (b) a member of the Optionee’s immediate family (or a trust for his or her benefit) or (c) pursuant to a
domestic relations
order. Any attempt to transfer, assign, pledge or otherwise dispose of, or to subject to execution, attachment or similar process, the
Option in whole or in part
contrary to the provisions hereof shall be void and ineffective and shall give no right to the purported transferee.
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6. No
Employment Rights. Nothing contained in this Agreement shall confer upon the Optionee any right to continue in the employ or
other service of the Company

or any of its subsidiaries, nor constitute any contract or agreement of employment or other service, nor
shall interfere in any way with the right of the Company to change the
Optionee’s compensation or other benefits or to terminate
the employment of the Optionee, with or without cause; provided, however, that nothing contained in this Agreement
shall adversely affect
any independent contractual right of the Optionee, including but not limited to the Optionee’s rights under the Plan, without his
consent thereto.

 
7. Regulations.
This Agreement and the grant and exercise of the Option hereunder, and the obligation of the Company to sell and deliver shares under
the Option

shall be subject to all applicable laws, rules and regulations, and to such approvals by any governmental agencies, national
 securities exchanges and interdealer quotation
systems as may be required. Additionally, notwithstanding any other provision in this
Agreement, the Option may not be exercised in whole or in part unless and until the
Shares to be issued upon the exercise thereof have
been registered under the Securities Act of 1933, as amended, and applicable state securities laws, or are, in the opinion of
counsel
 to the Company, exempt from such registration in the United States. The Company shall not be under any obligation to register under applicable
 federal or state
securities laws any Shares to be issued upon the exercise of the Option granted hereunder in order to permit the exercise
of the Option in whole or in part and the issuance and
sale of the Shares subject to the Option, although the Company may in its sole
discretion register such Shares at such time as the Company shall determine. If the Company
chooses to comply with such an exemption
from registration, the Shares to be issued upon the exercise of the Option may, at the direction of the Committee, bear an appropriate
restrictive legend restricting the transfer or pledge of the Shares represented thereby, and the Committee may also give appropriate
stop transfer instructions with respect to the
Shares to the Company’s transfer agent. The Company undertakes that following stockholder
approval of the Plan Amendment the Company will seek to register the resale of
the Shares. Additionally, the Optionee understands and
acknowledges that he is subject to the Company’s rules regarding insider trading contained in the Company’s Code of
Conduct
or otherwise.

 
8. Adjustment
and Termination upon Certain Events.
 

8.1. Adjustments.
If there shall occur any extraordinary dividend or other extraordinary distribution in respect of the Common Stock (whether in the form
of
cash, Common Stock, other securities, or other property), or any reclassification, recapitalization, stock split (including a stock
split in the form of a stock dividend), reverse
stock split, reorganization, merger, combination, consolidation, split-up, spin-off,
combination, repurchase, or exchange of Common Stock or other securities of the Company,
or there shall occur any similar, unusual or
extraordinary corporate transaction or event in respect of the Common Stock or a sale of substantially all the assets of the Company
as an entirety, then the Board shall, in such manner and to such extent (if any) as it deems appropriate and equitable (a) proportionately
adjust any or all of (i) the number and
type of shares of Common Stock (or other securities) which thereafter may be made the subject
of the Option, (ii) the number, amount and type of shares of Common Stock (or
other securities or property) subject to the Option, (iii)
the grant, purchase, or exercise price of the Option, (iv) the securities, cash or other property deliverable upon exercise of
the Option,
or (v) the performance standards appropriate to the Option, or (b) in the case of an extraordinary dividend or other distribution, recapitalization,
reclassification,
merger, reorganization, consolidation, combination, sale of assets, split up, exchange, or spin off, make provision
for a cash payment or for the substitution or exchange of the
Option or the cash, securities or property deliverable to the Optionee
based upon the distribution or consideration payable to holders of the Common Stock of the Company
upon or in respect of such event.
In any of such events, the Board may take such action sufficiently prior to such event if necessary to permit the Optionee to realize
the benefits
intended to be conveyed with respect to the underlying shares in the same manner as is available to stockholders generally.
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8.2. Change
of Control. In the event there is a Change of Control (as defined under the Plan), any outstanding unvested Options will automatically
vest and

become exercisable on the date of such Change of Control in accordance with the terms of the Plan.
 
8.3. Effect
of Termination of Employment.
 

(a) Termination
by Death. Unless otherwise determined by the Committee, which determination may in no event shorten the period during which
the
Option may be exercised, if the Optionee’s employment with or service to the Company terminates by reason of death, the Option
may thereafter be exercised, to the extent
then exercisable (or on such accelerated basis as the Committee shall determine at or after
grant), by the legal representative of the estate or by the legatee of the Optionee
under the will of the Optionee, for a period of one
(1) year after the date of such death or until the expiration of the stated term of the Option as provided under this Agreement,
whichever
period is longer.

 
(b) Termination
by Reason of Disability. Unless otherwise determined by the Committee, which determination may in no event shorten the period

during which the Option may be exercised, if the Optionee’s employment with or service to the Company terminates by reason of total
and permanent disability, the Option
may thereafter be exercised, to the extent it was exercisable at the time of termination due to
disability (or on such accelerated basis as the Committee shall determine at or after
grant), but may not be exercised after three (3)
months after the date of such termination of employment or service or the expiration of the stated term of the Option, whichever
period
 is longer; provided, however, that, if the Optionee dies within such three (3) month period, the Option shall thereafter be exercisable
 to the extent to which it was
exercisable at the time of death for a period of one (1) year after the date of such death or for the stated
term of the Option, whichever period is longer.

 
(c) Termination
 by Reason of Resignation. Unless otherwise determined by the Committee, which determination may in no event shorten the

period
during which the Option may be exercised, if the Optionee’s employment with or service to the Company terminates by reason of the
Optionee’s resignation, the Option
may thereafter be exercised, to the extent then exercisable (or on such accelerated basis as
the Committee shall determine at or after grant), for a period of six (6) months after
the effective date of such resignation or until
the expiration of the stated term of the Option as provided under this Agreement, whichever period is shorter.

 
(d) Other
Termination. Unless otherwise determined by the Committee, which determination may in no event shorten the period during which
the

Option may be exercised, if the Optionee’s employment with or service to the Company terminates for any reason other than resignation,
 termination for cause, death or
disability, the Option may thereafter be exercised, to the extent then exercisable (or on such accelerated
basis as the Committee shall determine at or after grant), for a period of
one (1) year after the effective date of such termination
or until the expiration of the stated term of the Option as provided under this Agreement, whichever period is longer.
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(e)
Termination for Cause. If the Optionee’s employment or service with the Company is terminated by the Company
for Cause (as defined under

the Plan), the Option shall expire immediately and be forfeited in its entirety.
 
(f) Transfers.
The transfer of the Optionee from the employ of or service to the Company to the employ of or service to a subsidiary, or vice versa,

or from one subsidiary to another, shall not be deemed to constitute a termination of employment or service for purposes of this Agreement.
 

9. Limitation
of Liability. No member of the Committee, or any officer or employee of the Company acting on behalf of the Committee, shall
be personally liable for
any action, determination or interpretation taken or made in good faith with respect to this Agreement, and
all members of the Committee and each and any officer or employee
of the Company acting on their behalf shall, to the extent permitted
by law, be fully indemnified and protected by the Company in respect of any such action, determination or
interpretation.

 
10. Shares
to be Reserved. The Company shall at all times during the term of the Option reserve and keep available such number of shares
of Common Stock as will

be sufficient to satisfy the requirements of this Agreement.
 
11. Assignment.
Except as expressly provided herein, neither this Agreement nor any of the rights or obligations hereunder may be assigned or delegated
by any party

hereto without the express written consent of the other party hereto, provided, however, that no consent will be required
 for the assignment to any successor to all or
substantially all of the Company’s assets or business (whether by purchase, merger,
consolidation or otherwise).

 
12. Notices.
All notices provided for in this Agreement will be in writing signed by the party giving such notice sent by (i) registered or certified
mail, return receipt

requested, (ii) any prepaid overnight courier delivery service then in general us, (iii) hand or (iv) facsimile
transmission or similar means of communication if such transmission
of such notice is confirmed immediately by any of the other means
set forth above, as follows:

 
  If
to the Company: c/o
Titan Pharmaceuticals, Inc.

400
Oyster Point Blvd., Suite 505
South
San Francisco, CA 94080
Attention:
Chief Operating Officer

     
  If
to the Employee: [●]

[ADDRESS]
 
or
at such other address as will be indicated to either party in writing. Notice of change of address will be effective only upon receipt.
A notice provided in the manner required
herein will be deemed given: (i) if delivered personally, upon delivery; (ii) if sent by overnight
courier, on the first business day after it is sent; (iii) if mailed, three business
days after mailing; and (iv) if sent by fax, upon
actual receipt of the fax or confirmation thereof (whichever is first).
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13. Waiver.
The Company’s failure to enforce any provision of this Agreement will not constitute a waiver of its right to enforce such provision.
The parties reserve
the right to waive by mutual written consent for a specific period and under specific conditions any provision of
this Agreement, provided that such waiver shall be limited to
the period and conditions specified by mutual written consent and shall
in no way constitute a general waiver, or be considered as evidence of any given interpretation of any
provision so waived.

 
14. Governing
Law; Jurisdiction. This Agreement will be governed and construed in accordance with the laws of the State of [New York] applicable
to agreements

executed and to be performed wholly within such State, without regard to any principles of conflicts of law. Each party
agrees that any action or proceedings relating to this
Agreement seeking injunctive relief or enforcement of an arbitration award may
be instituted against such party in any appropriate court in the State of [New York] and hereby
irrevocably submits to the jurisdiction
of the State and Federal courts of the State of [New York] and waives any claim of forum nonconveniens with respect thereto.

 
15. Descriptive
Headings. The Section headings contained herein are for reference purposes only and will not in any way affect the meaning or
interpretation of this

Agreement.
 
16. Severability.
If any provision of this Agreement is held to be unenforceable for any reason, it shall be adjusted rather than voided, if possible,
to achieve the intent

of the parties to the extent possible. In any event, all other provisions of this Agreement shall be deemed valid
and enforceable to the extent possible.
 
17. Entire
Agreement. The parties hereto acknowledge that each has read this Agreement, understands it, and agrees to be bound by its terms.
The parties further

agree that this Agreement, the Plan and any modifications made pursuant hereto and thereto constitute the complete
 and exclusive written expression of the terms of the
agreement between the parties, and supercede all prior or contemporaneous proposals,
oral or written, understandings, representations, conditions, warranties, covenants, and all
other communications between the parties
relating to the subject matter of this Agreement. This Agreement may not be amended, changed or modified absent a writing signed
by both
parties. In the event of any conflict between the terms of this Agreement and the terms of the Plan, the terms of the Plan will prevail.

 
18. Counterparts.
This Agreement may be executed in one or more counterparts, which, together, will constitute one and the same agreement.
 
19. Compliance
With Laws. Notwithstanding anything else contained herein to the contrary, this Agreement, the granting and vesting of the Option
and the offer,

issuance and delivery of Shares under this Agreement are subject to compliance with all applicable federal and state laws,
rules and regulations (including but not limited to
state and federal securities laws and federal margin requirements) and to such approvals
by any listing, regulatory or governmental authority as may, in the opinion of counsel
for the Company, be necessary or advisable in
 connection therewith. Any securities delivered in respect of this Agreement will be subject to such restrictions, and to any
restrictions
 the Company may require to preserve a pooling of interests under generally accepted accounting principles, and the person acquiring such
 securities will, if
requested by the Company, provide such assurances and representations to the Company as the Company may deem necessary
 or desirable to assure compliance with all
applicable legal requirements.

 
[Signature
Page Follows]
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IN
WITNESS WHEREOF, the parties hereto have executed this Agreement on the date first written above.
 

  TITAN
PHARMACEUTICALS, INC.
   
  By: /s/
David E. Lazar
    Name: David
E. Lazar
    Title: Chairman
of the Board of Directors
 
  /s/
[●]
  [●]
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Exhibit 10.2

 
TITAN
PHARMACEUTICALS, INC.
FIFTH AMENDED AND RESTATED

2015 OMNIBUS EQUITY INCENTIVE PLAN
 

As
Amended [●], 2022
 

ARTICLE
I
PURPOSE

 
The
purpose of this Titan Pharmaceuticals, Inc. 2015 Omnibus Equity Incentive Plan (the “Plan”) is to benefit Titan Pharmaceuticals,
Inc., a Delaware corporation (the

“Company”) and its stockholders, by assisting the Company to attract, retain and
provide incentives to key employees and directors of, and consultants to, the Company and its
Affiliates, and to align the interests
of such service providers with those of the Company’s stockholders. Accordingly, the Plan provides for the granting of Non-qualified
Stock
Options, Incentive Stock Options, Restricted Stock Awards, Restricted Stock Unit Awards, Stock Appreciation Rights, Performance
Stock Awards, Performance Unit Awards,
Unrestricted Stock Awards, Distribution Equivalent Rights or any combination of the foregoing.

 
ARTICLE
II

DEFINITIONS
 

The
following definitions shall be applicable throughout the Plan unless the context otherwise requires:
 
2.1 “Affiliate”
shall mean any corporation which, with respect to the Company, is a “subsidiary corporation” within the meaning of Section 424(f)
of the Code or other

entity in which the Company has a controlling interest in such entity or another entity which is part of a chain
of entities in which the Company or each entity has a controlling
interest in another entity in the unbroken chain of entities ending
with the applicable entity.

 
2.2 “Award”
 shall mean, individually or collectively, any Option, Restricted Stock Award, Restricted Stock Unit Award, Performance Stock Award, Performance
Unit

Award, Stock Appreciation Right, Distribution Equivalent Right or Unrestricted Stock Award.
 
2.3 “Award
Agreement” shall mean a written agreement between the Company and the Holder with respect to an Award, setting forth the terms
and conditions of the

Award.
 
2.4 “Board”
shall mean the Board of Directors of the Company.
 
2.5 “Base
Value” shall have the meaning given to such term in Section 14.2.
 
2.6 “Cause”
shall mean (i) if the Holder is a party to an employment or service agreement with the Company or an Affiliate which agreement defines
“Cause” (or a similar

term), “Cause” shall have the same meaning as provided for in such agreement, or
(ii) for a Holder who is not a party to such an agreement, “Cause” shall mean termination by
the Company or an Affiliate
of the employment (or other service relationship) of the Holder by reason of the Holder’s (A) intentional failure to perform reasonably
assigned
duties, (B) dishonesty or willful misconduct in the performance of the Holder’s duties, (C) involvement in a transaction
which is materially adverse to the Company or an
Affiliate, (D) breach of fiduciary duty involving personal profit, (E) willful violation
of any law, rule, regulation or court order (other than misdemeanor traffic violations and
misdemeanors not involving misuse or misappropriation
of money or property), (F) commission of an act of fraud or intentional misappropriation or conversion of any asset or
opportunity of
the Company or an Affiliate, or (G) material breach of any provision of the Plan or the Holder’s Award Agreement or any other written
agreement between the
Holder and the Company or an Affiliate, in each case as determined in good faith by the Board, the determination
of which shall be final, conclusive and binding on all parties.

 

 



 
 
2.7 “Change
of Control” shall mean: (i) for a Holder who is a party to an employment or consulting agreement with the Company or an Affiliate
which agreement defines

“Change of Control” (or a similar term), “Change of Control” shall have the same
meaning as provided for in such agreement, or (ii) for a Holder who is not a party to such an
agreement, “Change of Control”
shall mean the satisfaction of any one or more of the following conditions (and the “Change of Control” shall be deemed to
have occurred as
of the first day that any one or more of the following conditions shall have been satisfied):

 
(a) Any
person (as such term is used in paragraphs 13(d) and 14(d)(2) of the Exchange Act, hereinafter in this definition, “Person”),
other than the Company or an

Affiliate or an employee benefit plan of the Company or an Affiliate, becomes the beneficial owner (as defined
in Rule 13d-3 under the Exchange Act), directly or indirectly, of
securities of the Company representing more than fifty percent
(50%) of the combined voting power of the Company’s then outstanding securities;

 
(b) The
closing of a merger, consolidation or other business combination (a “Business Combination”) other than a Business
Combination in which holders of the

Shares immediately prior to the Business Combination have substantially the same proportionate ownership
of the common stock of the surviving corporation immediately after
the Business Combination as immediately before;

 
(c) The
closing of an agreement for the sale or disposition of all or substantially all of the Company’s assets to any entity that is not
an Affiliate;
 
(d) The
approval by the holders of shares of Shares of a plan of complete liquidation of the Company, other than a merger of the Company into
any subsidiary or a

liquidation as a result of which persons who were stockholders of the Company immediately prior to such liquidation
have substantially the same proportionate ownership of
shares of common stock of the surviving corporation immediately after such liquidation
as immediately before; or

 
(e) Within
any twenty-four (24) month period, the Incumbent Directors shall cease to constitute at least a majority of the Board or the board of
directors of any

successor to the Company; provided, however, that any director elected to the Board, or nominated for
election, by a majority of the Incumbent Directors then still in office,
shall be deemed to be an Incumbent Director for purposes of
this paragraph (e), but excluding, for this purpose, any such individual whose initial assumption of office occurs as
a result of either
an actual or threatened election contest with respect to the election or removal of directors or other actual or threatened solicitation
of proxies or consents by or
on behalf of an individual, entity or “group” other than the Board (including, but not limited
to, any such assumption that results from paragraphs (a), (b), (c), or (d) of this
definition).

 
2.8 “Code”
shall mean the Internal Revenue Code of 1986, as amended. Reference in the Plan to any section of the Code shall be deemed to include
any amendments or

successor provisions to any section and any regulation under such section.
 
2.9 “Committee”
shall mean a committee comprised of two (2) or more members of the Board who are selected by the Board as provided in Section 4.1.
 
2.10 “Company”
shall have the meaning given to such term in the introductory paragraph, including any successor thereto.
 
2.11 “Consultant”
shall mean any non-Employee (individual or entity) advisor to the Company or an Affiliate who or which has contracted directly with the
Company or

an Affiliate to render bona fide consulting or advisory services thereto.
 
2.12 “Director”
shall mean a member of the Board or a member of the board of directors of an Affiliate, in either case, who is not an Employee.
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2.13 “Distribution
Equivalent Right” shall mean an Award granted under Article XIII of the Plan which entitles the Holder to receive bookkeeping
credits, cash payments

and/or Share distributions equal in amount to the distributions that would have been made to the Holder had the
Holder held a specified number of Shares during the period the
Holder held the Distribution Equivalent Right.

 
2.14 “Distribution
Equivalent Right Award Agreement” shall mean a written agreement between the Company and a Holder with respect to a Distribution
Equivalent Right

Award.
 
2.15 “Effective
Date” shall mean August 24, 2015 or such later date that the Plan is approved by the stockholders of the Company.
 
2.16 “Employee”
shall mean any employee, including any officer, of the Company or an Affiliate.
 
2.17 “Exchange
Act” shall mean the Securities Exchange Act of 1934, as amended.

 
2.18 “Fair
Market Value” shall mean, as of any specified date, the closing sales price of the Shares for such date (or, in the event that
the Shares are not traded on such date,

on the immediately preceding trading date) on the NASDAQ Stock Market (“NASDAQ”),
 as reported by NASDAQ, or such other domestic or foreign national securities
exchange on which the Shares may be listed. If the Shares
are not listed on NASDAQ or on a national securities exchange, but are quoted on the OTC Bulletin Board or by the
National Quotation
Bureau, the Fair Market Value of the Shares shall be the mean of the highest bid and lowest asked prices per Share for such date. If
 the Shares are not
quoted or listed as set forth above, Fair Market Value shall be determined by the Board in good faith by any fair
and reasonable means (which means may be set forth with
greater specificity in the applicable Award Agreement). The Fair Market Value
of property other than Shares shall be determined by the Board in good faith by any fair and
reasonable means consistent with the requirements
of applicable law.

 
2.19 “Family
Member” of an individual shall mean any child, stepchild, grandchild, parent, stepparent, spouse, former spouse, sibling, niece,
 nephew, mother-in-law,

father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law, including adoptive relationships,
any person sharing the Holder’s household (other than a tenant or
employee of the Holder), a trust in which such persons have more
than fifty percent (50%) of the beneficial interest, a foundation in which such persons (or the Holder) control
the management of assets,
and any other entity in which such persons (or the Holder) own more than fifty percent (50%) of the voting interests.

 
2.20 “Holder”
shall mean an Employee, Director or Consultant who has been granted an Award or any such individual’s beneficiary, estate or representative,
who has

acquired such Award in accordance with the terms of the Plan, as applicable.
 
2.21 “Incentive
 Stock Option” shall mean an Option which is intended by the Committee to constitute an “incentive stock option”
 and conforms to the applicable

provisions of Section 422 of the Code.
 
2.22 “Incumbent
Director” shall mean, with respect to any period of time specified under the Plan for purposes of determining whether or not
a Change of Control has

occurred, the individuals who were members of the Board at the beginning of such period.
 
2.23 “Non-qualified
Stock Option” shall mean an Option which is not an Incentive Stock Option or which is designated as an Incentive Stock Option
but does not meet the

applicable requirements of Section 422 of the Code.
 
2.24 “Option”
shall mean an Award granted under Article VII of the Plan of an option to purchase Shares and shall include both Incentive Stock Options
and Non-qualified

Stock Options.
 
2.25 “Option
Agreement” shall mean a written agreement between the Company and a Holder with respect to an Option.
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2.26 “Performance
Criteria” shall mean the criteria selected by the Committee for purposes of establishing the Performance Goal(s) for a Holder
for a Performance Period.
 
2.27 “Performance
Goals” shall mean, for a Performance Period, the written goal or goals established by the Committee for the Performance Period
 based upon the

Performance Criteria, which may be related to the performance of the Holder, the Company or an Affiliate.
 
2.28 “Performance
Period” shall mean one or more periods of time, which may be of varying and overlapping durations, selected by the Committee,
 over which the

attainment of the Performance Goals shall be measured for purposes of determining a Holder’s right to, and the payment
of, a Qualified Performance-Based Award.
 
2.29 “Performance
Stock Award” or “Performance Stock” shall mean an Award granted under Article XII of the Plan under which,
upon the satisfaction of predetermined

Performance Goals, Shares are paid to the Holder.
 
2.30 “Performance
Stock Agreement” shall mean a written agreement between the Company and a Holder with respect to a Performance Stock Award.
 
2.31 “Performance
Unit” shall mean a Unit awarded to a Holder pursuant to a Performance Unit Award.
 
2.32 “Performance
Unit Award” shall mean an Award granted under Article XI of the Plan under which, upon the satisfaction of predetermined Performance
Goals, a cash

payment shall be made to the Holder, based on the number of Units awarded to the Holder.
 
2.33 “Performance
Unit Agreement” shall mean a written agreement between the Company and a Holder with respect to a Performance Unit Award.
 
2.34 “Plan”
 shall mean this Titan Pharmaceuticals 2015 Omnibus Equity Incentive Plan, as amended from time to time, together with each of the Award
Agreements

utilized hereunder.
 
2.35 “Qualified
Performance-Based Award” shall mean an Award that is intended to qualify as “performance-based” compensation under
Section 162(m) of the Code.
 
2.36 “Restricted
Stock Award” and “Restricted Stock” shall mean an Award granted under Article VIII of the Plan of Shares,
the transferability of which by the Holder is

subject to Restrictions.
 
2.37 “Restricted
Stock Agreement” shall mean a written agreement between the Company and a Holder with respect to a Restricted Stock Award.
 
2.38 “Restricted
Stock Unit Award” and “RSUs” shall refer to an Award granted under Article X of the Plan under which, upon
the satisfaction of predetermined individual

service-related vesting requirements, a cash payment shall be made to the Holder, based
on the number of Units awarded to the Holder.
 
2.39 “Restricted
Stock Unit Agreement” shall mean a written agreement between the Company and a Holder with respect to a Restricted Stock Award.
 
2.40 “Restriction
Period” shall mean the period of time for which Shares subject to a Restricted Stock Award shall be subject to Restrictions,
as set forth in the applicable

Restricted Stock Agreement.
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2.41 “Restrictions”
shall mean the forfeiture, transfer and/or other restrictions applicable to Shares awarded to an Employee, Director or Consultant under
the Plan pursuant

to a Restricted Stock Award and set forth in a Restricted Stock Agreement.
 
2.42 “Rule 16b-3”
shall mean Rule 16b-3 promulgated by the Securities and Exchange Commission under the Exchange Act, as such may be amended from
time to time,

and any successor rule, regulation or statute fulfilling the same or a substantially similar function.
 
2.43 “Shares”
or “Stock” shall mean the common stock of the Company, par value $0.001 per share.
 
2.44 “Stock
Appreciation Right” or “SAR” shall mean an Award granted under Article XIV of the Plan of a right, granted
alone or in connection with a related Option, to

receive a payment equal to the increase in value of a specified number of Shares between
the date of Award and the date of exercise.
 
2.45 “Stock
Appreciation Right Agreement” shall mean a written agreement between the Company and a Holder with respect to a Stock Appreciation
Right.
 
2.46 “Tandem
Stock Appreciation Right” shall mean a Stock Appreciation Right granted in connection with a related Option, the exercise of
some or all of which results in

termination of the entitlement to purchase some or all of the Shares under the related Option, all as
set forth in Article XIV.
 
2.47 “Ten
Percent Stockholder” shall mean an Employee who, at the time an Option is granted to him or her, owns shares possessing more
than ten percent (10%) of the

total combined voting power of all classes of shares of the Company or of any parent corporation or subsidiary
corporation thereof (both as defined in Section 424 of the Code),
within the meaning of Section 422(b)(6) of the Code.

 
2.48 “Termination
of Service” shall mean a termination of a Holder’s employment with, or status as a Director or Consultant of, the Company
or an Affiliate, as applicable,

for any reason, including, without limitation, Total and Permanent Disability or death, except as provided
in Section 6.4. In the event Termination of Service shall constitute a
payment event with respect to any Award subject to Code Section 409A,
Termination of Service shall only be deemed to occur upon a “separation from service” as such term is
defined under Code
Section 409A and applicable authorities.

 
2.49 “Total
and Permanent Disability” of an individual shall mean the inability of such individual to engage in any substantial gainful
activity by reason of any medically

determinable physical or mental impairment which can be expected to result in death or which has
lasted or can be expected to last for a continuous period of not less than
twelve (12) months, within the meaning of Section 22(e)(3)
of the Code.

 
2.50 “Unit”
shall mean a bookkeeping unit, which represents such monetary amount as shall be designated by the Committee in each Performance Unit
Agreement, or

represents one Share for purposes of each Restricted Stock Unit Award.
 
2.51 “Unrestricted
Stock Award” shall mean an Award granted under Article IX of the Plan of Shares which are not subject to Restrictions.
 
2.52 “Unrestricted
Stock Agreement” shall mean a written agreement between the Company and a Holder with respect to an Unrestricted Stock Award.
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ARTICLE
III
EFFECTIVE DATE OF PLAN

 
The
Plan shall be effective as of the Effective Date.
 

ARTICLE
IV
ADMINISTRATION

 
4.1 Composition
of Committee. The Plan shall be administered by the Committee, which shall be appointed by the Board. If necessary, in the Board’s
discretion, to comply

with Rule 16b-3 under the Exchange Act and Section 162(m) of the Code, the Committee shall consist solely
of two (2) or more Directors who are each (i) “outside directors”
within the meaning of Section 162(m) of the Code (“Outside
Directors”), (ii) “non-employee directors” within the meaning of Rule 16b-3 (“Non-Employee Directors”)
and (iii)
“independent” for purposes of any applicable listing requirements; provided, however, that the Board
or the Committee may delegate to a committee of one or more members
of the Board who are not (x) Outside Directors, the authority to
 grant Awards to eligible persons who are not (A) then “covered employees” within the meaning of
Section 162(m) of the
Code and are not expected to be “covered employees” at the time of recognition of income resulting from such Award, or (B)
persons with respect to
whom the Company wishes to comply with the requirements of Section 162(m) of the Code, and/or (y) Non-Employee
Directors, the authority to grant Awards to eligible
persons who are not then subject to the requirements of Section 16 of the Exchange
Act. If a member of the Committee shall be eligible to receive an Award under the Plan,
such Committee member shall have no authority
hereunder with respect to his or her own Award.

 
4.2 Powers.
Subject to the other provisions of the Plan, the Committee shall have the sole authority, in its discretion, to make all determinations
under the Plan, including

but not limited to (i) determining which Employees, Directors or Consultants shall receive an Award, (ii) the
time or times when an Award shall be made (the date of grant of an
Award shall be the date on which the Award is awarded by the Committee),
(iii) what type of Award shall be granted, (iv) the term of an Award, (v) the date or dates on which
an Award vests (including acceleration
of vesting), (vi) the form of any payment to be made pursuant to an Award, (vii) the terms and conditions of an Award (including the
forfeiture of the Award, and/or any financial gain, if the Holder of the Award violates any applicable restrictive covenant thereof),
 (viii) the Restrictions under a Restricted
Stock Award, (ix) the number of Shares which may be issued under an Award, (x) Performance
Goals applicable to any Award and certification of the achievement of such
goals, and (xi) the waiver of any Restrictions or Performance
Goals, subject in all cases to compliance with applicable laws. In making such determinations the Committee may
take into account the
nature of the services rendered by the respective Employees, Directors and Consultants, their present and potential contribution to the
Company’s (or the
Affiliate’s) success and such other factors as the Committee in its discretion may deem relevant.

 
4.3 Additional
Powers. The Committee shall have such additional powers as are delegated to it under the other provisions of the Plan. Subject to
the express provisions of

the Plan, the Committee is authorized to construe the Plan and the respective Award Agreements executed hereunder,
to prescribe such rules and regulations relating to the Plan
as it may deem advisable to carry out the intent of the Plan, to determine
the terms, restrictions and provisions of each Award and to make all other determinations necessary or
advisable for administering the
Plan. The Committee may correct any defect or supply any omission or reconcile any inconsistency in any Award Agreement in the manner
and
to the extent the Committee shall deem necessary, appropriate or expedient to carry it into effect. The determinations of the Committee
on the matters referred to in this Article
IV shall be conclusive and binding on the Company and all Holders.

 
4.4 Committee
Action. Subject to compliance with all applicable laws, action by the Committee shall require the consent of a majority of the members
of the Committee,

expressed either orally at a meeting of the Committee or in writing in the absence of a meeting. No member of the Committee
shall have any liability for any good faith action,
inaction or determination in connection with the Plan.
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ARTICLE
V
SHARES SUBJECT TO PLAN AND LIMITATIONS THEREON

 
5.1 Authorized
Shares and Award Limits. The Committee may from time to time grant Awards to one or more Employees, Directors and/or
Consultants determined by it to

be eligible for participation in the Plan in accordance with the provisions of Article VI. Subject to
Article XV, the aggregate number of Shares that may be issued under the Plan
shall not exceed Two Million Five Hundred Thousand (2,500,000)
Shares. Shares shall be deemed to have been issued under the Plan solely to the extent actually issued and
delivered pursuant to an Award.
To the extent that an Award lapses, expires, is canceled, is terminated unexercised or ceases to be exercisable for any reason, or the
rights of its
Holder terminate, any Shares subject to such Award shall again be available for the grant of a new Award. Notwithstanding
any provision in the Plan to the contrary, the
maximum number of Shares that may be subject to Awards granted to any one person during
any calendar year, shall be Two Hundred Thousand (200,000) Shares (subject to
adjustment in the same manner as provided in Article XV
with respect to Shares subject to Awards then outstanding). The limitation set forth in the preceding sentence shall be
applied in a
manner which shall permit compensation generated in connection with the exercise of Options or Stock Appreciation Rights to constitute
“performance-based”
compensation for purposes of Section  162(m) of the Code, including, but not limited to, counting
 against such maximum number of Shares, to the extent required under
Section 162(m) of the Code, any Shares subject to Options or
Stock Appreciation Rights that are canceled or re-priced.

 
5.2 Types
of Shares. The Shares to be issued pursuant to the grant or exercise of an Award may consist of authorized but unissued Shares,
Shares purchased on the open

market or Shares previously issued and outstanding and reacquired by the Company.
 

ARTICLE
VI
ELIGIBILITY AND TERMINATION OF SERVICE

 
6.1 Eligibility.
Awards made under the Plan may be granted solely to individuals or entities who, at the time of grant, are Employees, Directors or Consultants.
An Award

may be granted on more than one occasion to the same Employee, Director or Consultant, and, subject to the limitations set forth
in the Plan, such Award may include, a Non-
qualified Stock Option, a Restricted Stock Award, a Restricted Stock Unit Award, an Unrestricted
Stock Award, a Distribution Equivalent Right Award, a Performance Stock
Award, a Performance Unit Award, a Stock Appreciation Right,
a Tandem Stock Appreciation Right, or any combination thereof, and solely for Employees, an Incentive Stock
Option.

 
6.2 Termination
of Service. Except to the extent inconsistent with the terms of the applicable Award Agreement and/or the provisions of Section 6.3
or 6.4, the following

terms and conditions shall apply with respect to a Holder’s Termination of Service with the Company or an
Affiliate, as applicable:
 

(a) The
Holder’s rights, if any, to exercise any then exercisable Options and/or Stock Appreciation Rights shall terminate:
 

(i) If
such termination is for a reason other than the Holder’s Total and Permanent Disability or death, ninety (90) days after the date
of such Termination
of Service;

 
(ii) If
such termination is on account of the Holder’s Total and Permanent Disability, one (1) year after the date of such Termination
of Service; or

 
(iii) If
such termination is on account of the Holder’s death, one (1) year after the date of the Holder’s death. Upon such applicable
date the Holder (and

such Holder’s estate, designated beneficiary or other legal representative) shall forfeit any rights or interests
 in or with respect to any such Options and Stock Appreciation
Rights. Notwithstanding the foregoing, the Committee, in its sole discretion,
may provide for a different time period in the Award Agreement, or may extend the time period,
following a Termination of Service, during
which the Holder has the right to exercise any vested Non-qualified Stock Option or Stock Appreciation Right, which time period
may not
extend beyond the expiration date of the Award term.

 
(b) In
 the event of a Holder’s Termination of Service for any reason prior to the actual or deemed satisfaction and/or lapse of the Restrictions,
 vesting

requirements, terms and conditions applicable to a Restricted Stock Award and/or Restricted Stock Unit Award, such Restricted
 Stock and/or RSUs shall immediately be
canceled, and the Holder (and such Holder’s estate, designated beneficiary or other legal
 representative) shall forfeit any rights or interests in and with respect to any such
Restricted Stock and/or RSUs. Notwithstanding the
immediately preceding sentence, the Committee, in its sole discretion, may determine, prior to or within thirty (30) days
after the date
of such Termination of Service that all or a portion of any such Holder’s Restricted Stock and/or RSUs shall not be so canceled
and forfeited.
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6.3 Special
Termination Rule. Except to the extent inconsistent with the terms of the applicable Award Agreement, and notwithstanding anything
to the contrary contained
in this Article VI, if a Holder’s employment with, or status as a Director of, the Company or an Affiliate
shall terminate, and if, within ninety (90) days of such termination,
such Holder shall become a Consultant, such Holder’s rights
 with respect to any Award or portion thereof granted thereto prior to the date of such termination may be
preserved, if and to the extent
determined by the Committee in its sole discretion, as if such Holder had been a Consultant for the entire period during which such Award
or
portion thereof had been outstanding. Should the Committee effect such determination with respect to such Holder, for all purposes
of the Plan, such Holder shall not be treated
as if his or her employment or Director status had terminated until such time as his or
her Consultant status shall terminate, in which case his or her Award, as it may have been
reduced in connection with the Holder’s
becoming a Consultant, shall be treated pursuant to the provisions of Section 6.2, provided, however, that any such Award which
is
intended to be an Incentive Stock Option shall, upon the Holder’s no longer being an Employee, automatically convert to a Non-qualified
Stock Option. Should a Holder’s
status as a Consultant terminate, and if, within ninety (90) days of such termination, such Holder
shall become an Employee or a Director, such Holder’s rights with respect to
any Award or portion thereof granted thereto prior
to the date of such termination may be preserved, if and to the extent determined by the Committee in its sole discretion, as if
such
 Holder had been an Employee or a Director, as applicable, for the entire period during which such Award or portion thereof had been outstanding,
 and, should the
Committee effect such determination with respect to such Holder, for all purposes of the Plan, such Holder shall not
be treated as if his or her Consultant status had terminated
until such time as his or her employment with the Company or an Affiliate,
or his or her Director status, as applicable, shall terminate, in which case his or her Award shall be
treated pursuant to the provisions
of Section 6.2.

 
6.4 Termination
 of Service for Cause. Notwithstanding anything in this Article VI or elsewhere in the Plan to the contrary, and unless a Holder’s
Award Agreement

specifically provides otherwise, in the event of a Holder’s Termination of Service for Cause, all of such Holder’s
 then outstanding Awards shall expire immediately and be
forfeited in their entirety upon such Termination of Service.

 
ARTICLE
VII

OPTIONS
 

7.1 Option
Period. The term of each Option shall be as specified in the Option Agreement; provided, however, that except as set
forth in Section 7.3, no Option shall be
exercisable after the expiration of ten (10) years from the date of its grant.

 
7.2 Limitations
on Exercise of Option. An Option shall be exercisable in whole or in such installments and at such times as specified in the Option
Agreement.
 
7.3 Special
Limitations on Incentive Stock Options. To the extent that the aggregate Fair Market Value (determined at the time the respective
Incentive Stock Option is

granted) of Shares with respect to which Incentive Stock Options are exercisable for the first time by an individual
during any calendar year under all plans of the Company and
any parent corporation or subsidiary corporation thereof (both as defined
 in Section 424 of the Code) which provide for the grant of Incentive Stock Options exceeds One
Hundred Thousand Dollars ($100,000)
(or such other individual limit as may be in effect under the Code on the date of grant), the portion of such Incentive Stock Options
that
exceeds such threshold shall be treated as Non-qualified Stock Options. The Committee shall determine, in accordance with applicable
 provisions of the Code, Treasury
Regulations and other administrative pronouncements, which of a Holder’s Options, which were intended
by the Committee to be Incentive Stock Options when granted to the
Holder, will not constitute Incentive Stock Options because of such
limitation, and shall notify the Holder of such determination as soon as practicable after such determination.
No Incentive Stock Option
shall be granted to an Employee if, at the time the Incentive Stock Option is granted, such Employee is a Ten Percent Stockholder, unless
(i) at the
time such Incentive Stock Option is granted the Option price is at least one hundred ten percent (110%) of the Fair Market
Value of the Shares subject to the Incentive Stock
Option, and (ii) such Incentive Stock Option by its terms is not exercisable after
the expiration of five (5) years from the date of grant. No Incentive Stock Option shall be
granted more than ten (10) years from the
Effective Date. The designation by the Committee of an Option as an Incentive Stock Option shall not guarantee the Holder that the
Option
will satisfy the applicable requirements for “incentive stock option” status under Section 422 of the Code.

 

8



 
 
7.4 Option
Agreement. Each Option shall be evidenced by an Option Agreement in such form and containing such provisions not inconsistent with
the other provisions of

the Plan as the Committee from time to time shall approve, including, but not limited to, provisions intended
to qualify an Option as an Incentive Stock Option. An Option
Agreement may provide for the payment of the Option price, in whole or in
part, by the delivery of a number of Shares (plus cash if necessary) that have been owned by the
Holder for at least six (6) months and
having a Fair Market Value equal to such Option price, or such other forms or methods as the Committee may determine from time to
time,
in each case, subject to such rules and regulations as may be adopted by the Committee. Each Option Agreement shall, solely to the extent
inconsistent with the provisions
of Sections 6.2, 6.3, and 6.4, as applicable, specify the effect of Termination of Service on the
exercisability of the Option. Moreover, without limiting the generality of the
foregoing, a Non-qualified Stock Option Agreement may
 provide for a “cashless exercise” of the Option, in whole or in part, by (a) establishing procedures whereby the
Holder,
by a properly-executed written notice, directs (i) an immediate market sale or margin loan as to all or a part of Shares to which he
is entitled to receive upon exercise of
the Option, pursuant to an extension of credit by the Company to the Holder of the Option price,
(ii) the delivery of the Shares from the Company directly to a brokerage firm
and (iii) the delivery of the Option price from sale or
margin loan proceeds from the brokerage firm directly to the Company, or (b) reducing the number of Shares to be issued
upon exercise
of the Option by the number of such Shares having an aggregate Fair Market Value equal to the Option price (or portion thereof to be
so paid) as of the date of
the Option’s exercise. An Option Agreement may also include provisions relating to: (i) subject to the
provisions hereof, accelerated vesting of Options, including but not
limited to, upon the occurrence of a Change of Control, (ii) tax
matters (including provisions covering any applicable Employee wage withholding requirements) and (iii) any
other matters not inconsistent
with the terms and provisions of the Plan that the Committee shall in its sole discretion determine. The terms and conditions of the
respective
Option Agreements need not be identical.

 
7.5 Option
Price and Payment. The price at which an Share may be purchased upon exercise of an Option shall be determined by the Committee;
provided, however, that

such Option price (i) shall not be less than the Fair Market Value of an Share on the date such
Option is granted (or 110% of Fair Market Value for an Incentive Stock Option
held by Ten Percent Stockholder, as provided in Section 7.3),
and (ii) shall be subject to adjustment as provided in Article XV. The Option or portion thereof may be exercised
by delivery of an irrevocable
 notice of exercise to the Company. The Option price for the Option or portion thereof shall be paid in full in the manner prescribed
by the
Committee as set forth in the Plan and the applicable Option Agreement, which manner, with the consent of the Committee, may include
the withholding of Shares otherwise
issuable in connection with the exercise of the Option. Separate share certificates shall be issued
by the Company for those Shares acquired pursuant to the exercise of an
Incentive Stock Option and for those Shares acquired pursuant
to the exercise of a Non-qualified Stock Option.

 
7.6 Stockholder
Rights and Privileges. The Holder of an Option shall be entitled to all the privileges and rights of a stockholder of the Company
solely with respect to such

Shares as have been purchased under the Option and for which share certificates have been registered in the
Holder’s name.
 
7.7 Options
and Rights in Substitution for Stock or Options Granted by Other Corporations. Options may be granted under the Plan from time to
time in substitution for

stock options held by individuals employed by entities who become Employees, Directors or Consultants as a result
of a merger or consolidation of the employing entity with
the Company or any Affiliate, or the acquisition by the Company or an Affiliate
of the assets of the employing entity, or the acquisition by the Company or an Affiliate of stock
or shares of the employing entity with
the result that such employing entity becomes an Affiliate.

 
7.8 Prohibition
Against Re-Pricing. Except to the extent (i) approved in advance by holders of a majority of the shares of the Company entitled to
vote generally in the

election of directors, or (ii) as a result of any Change of Control or any adjustment as provided in Article XV,
the Committee shall not have the power or authority to reduce,
whether through amendment or otherwise, the exercise price under any outstanding
Option or Stock Appreciation Right, or to grant any new Award or make any payment of
cash in substitution for or upon the cancellation
of Options and/or Stock Appreciation Rights previously granted.
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ARTICLE
VIII
RESTRICTED STOCK AWARDS

 
8.1 Award.
A Restricted Stock Award shall constitute an Award of Shares to the Holder as of the date of the Award which are subject to a “substantial
risk of forfeiture” as

defined under Section 83 of the Code during the specified Restriction Period. At the time a Restricted
Stock Award is made, the Committee shall establish the Restriction
Period applicable to such Award. Each Restricted Stock Award may have
a different Restriction Period, in the discretion of the Committee. The Restriction Period applicable to
a particular Restricted Stock
Award shall not be changed except as permitted by Section 8.2.

 
8.2 Terms
and Conditions. At the time any Award is made under this Article VIII, the Company and the Holder shall enter into a Restricted Stock
Agreement setting forth

each of the matters contemplated thereby and such other matters as the Committee may determine to be appropriate.
Shares awarded pursuant to a Restricted Stock Award shall
be represented by a share certificate registered in the name of the Holder
of such Restricted Stock Award. If provided for under the Restricted Stock Agreement, the Holder
shall have the right to vote Shares
subject thereto and to enjoy all other stockholder rights, including the entitlement to receive dividends on the Shares during the Restriction
Period, except that (i) the Holder shall not be entitled to delivery of the share certificate until the Restriction Period shall have
expired, (ii) the Company shall retain custody of
the share certificate during the Restriction Period (with a share power endorsed by
the Holder in blank), (iii) the Holder may not sell, transfer, pledge, exchange, hypothecate or
otherwise dispose of the Shares during
 the Restriction Period and (iv) a breach of the terms and conditions established by the Committee pursuant to the Restricted Stock
Agreement
 shall cause a forfeiture of the Restricted Stock Award. At the time of such Award, the Committee may, in its sole discretion, prescribe
 additional terms and
conditions or restrictions relating to Restricted Stock Awards, including, but not limited to, rules pertaining
to the effect of Termination of Service prior to expiration of the
Restriction Period. Such additional terms, conditions or restrictions
shall, to the extent inconsistent with the provisions of Sections 6.2, 6.3 and 6.4, as applicable, be set forth in
a Restricted
Stock Agreement made in conjunction with the Award. Such Restricted Stock Agreement may also include provisions relating to: (i) subject
 to the provisions
hereof, accelerated vesting of Awards, including but not limited to accelerated vesting upon the occurrence of a Change
 of Control, (ii) tax matters (including provisions
covering any applicable Employee wage withholding requirements) and (iii) any other
matters not inconsistent with the terms and provisions of the Plan that the Committee
shall in its sole discretion determine. The terms
and conditions of the respective Restricted Stock Agreements need not be identical. All Shares delivered to a Holder as part of a
Restricted
Stock Award shall be delivered and reported by the Company or the Affiliate, as applicable, to the Holder at the time of vesting.

 
8.3 Payment
for Restricted Stock. The Committee shall determine the amount and form of any payment from a Holder for Shares received pursuant
to a Restricted Stock

Award, if any, provided that in the absence of such a determination, a Holder shall not be required to make any
payment for Shares received pursuant to a Restricted Stock
Award, except to the extent otherwise required by law.

 
ARTICLE
IX

UNRESTRICTED STOCK AWARDS
 

9.1 Award.
Shares may be awarded (or sold) to Employees, Directors or Consultants under the Plan which are not subject to Restrictions of any kind,
in consideration for
past services rendered thereby to the Company or an Affiliate or for other valid consideration.

 
9.2 Terms
and Conditions. At the time any Award is made under this Article IX, the Company and the Holder shall enter into an Unrestricted
Stock Agreement setting forth

each of the matters contemplated hereby and such other matters as the Committee may determine to be appropriate.
 
9.3 Payment
for Unrestricted Stock. The Committee shall determine the amount and form of any payment from a Holder for Shares received pursuant
to an Unrestricted

Stock Award, if any, provided that in the absence of such a determination, a Holder shall not be required to make
any payment for Shares received pursuant to an Unrestricted
Stock Award, except to the extent otherwise required by law.
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ARTICLE
X
RESTRICTED STOCK UNIT AWARDS

 
10.1 Award.
A Restricted Stock Unit Award shall constitute a promise to grant Shares (or cash equal to the Fair Market Value of Shares) to the Holder
at the end of a

specified Restriction Period. At the time a Restricted Stock Unit Award is made, the Committee shall establish the Restriction
Period applicable to such Award. Each Restricted
Stock Unit Award may have a different Restriction Period, in the discretion of the Committee.
A Restricted Stock Unit shall not constitute an equity interest in the Company
and shall not entitle the Holder to voting rights, dividends
or any other rights associated with ownership of Shares prior to the time the Holder shall receive a distribution of
Shares pursuant
to Section 10.3.

 
10.2 Terms
and Conditions. At the time any Award is made under this Article X, the Company and the Holder shall enter into a Restricted Stock
Unit Agreement setting

forth each of the matters contemplated thereby and such other matters as the Committee may determine to be appropriate.
The Restricted Stock Unit Agreement shall set forth
the individual service-based vesting requirement which the Holder would be required
to satisfy before the Holder would become entitled to distribution pursuant to Section 10.3
and the number of Units awarded to the
Holder. Such conditions shall be sufficient to constitute a “substantial risk of forfeiture” as such term is defined under
Section 409A of
the Code. At the time of such Award, the Committee may, in its sole discretion, prescribe additional terms and conditions
or restrictions relating to Restricted Stock Unit
Awards in the Restricted Stock Unit Agreement, including, but not limited to, rules
pertaining to the effect of Termination of Service prior to expiration of the applicable
vesting period. The terms and conditions of
the respective Restricted Stock Unit Agreements need not be identical.

 
10.3
Distributions of Shares. The Holder of a Restricted Stock Unit shall be entitled to receive a cash payment equal to the
Fair Market Value of an Share, or one Share, as

determined in the sole discretion of the Committee and as set forth in the Restricted
Stock Unit Agreement, for each Restricted Stock Unit subject to such Restricted Stock Unit
Award, if the Holder satisfies the
applicable vesting requirement. Such distribution shall be made no later than by the fifteenth (15th) day of the third (3rd) calendar
month next
following the end of the calendar year in which the Restricted Stock Unit first becomes vested (i.e., no longer subject
to a “substantial risk of forfeiture”).

 
ARTICLE
XI

PERFORMANCE UNIT AWARDS
 

11.1 Award.
A Performance Unit Award shall constitute an Award under which, upon the satisfaction of predetermined individual and/or Company (and/or
Affiliate)
Performance Goals based on selected Performance Criteria, a cash payment shall be made to the Holder, based on the number
of Units awarded to the Holder. At the time a
Performance Unit Award is made, the Committee shall establish the Performance Period and
applicable Performance Goals. Each Performance Unit Award may have different
Performance Goals, in the discretion of the Committee. A
Performance Unit Award shall not constitute an equity interest in the Company and shall not entitle the Holder to
voting rights, dividends
or any other rights associated with ownership of Shares.

 
11.2 Terms
and Conditions. At the time any Award is made under this Article XI, the Company and the Holder shall enter into a Performance Unit
Agreement setting forth

each of the matters contemplated thereby and such other matters as the Committee may determine to be appropriate.
 The Committee shall set forth in the applicable
Performance Unit Agreement the Performance Period, Performance Criteria and Performance
Goals which the Holder and/or the Company would be required to satisfy before
the Holder would become entitled to payment pursuant to
Section 11.3, the number of Units awarded to the Holder and the dollar value or formula assigned to each such Unit.
Such payment
 shall be subject to a “substantial risk of forfeiture” under Section 409A of the Code. At the time of such Award, the
Committee may, in its sole discretion,
prescribe additional terms and conditions or restrictions relating to Performance Unit Awards,
 including, but not limited to, rules pertaining to the effect of Termination of
Service prior to expiration of the applicable performance
period. The terms and conditions of the respective Performance Unit Agreements need not be identical.
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11.3
 Payments. The Holder of a Performance Unit shall be entitled to receive a cash payment equal to the dollar value assigned
 to such Unit under the applicable

Performance Unit Agreement if the Holder and/or the Company satisfy (or partially satisfy, if
applicable under the applicable Performance Unit Agreement) the Performance
Goals set forth in such Performance Unit Agreement.
 If necessary to satisfy the requirements of Code Section 162(m), if applicable, the achievement of such Performance
Goals
shall be certified in writing by the Committee prior to any payment. All payments shall be made no later than by the fifteenth
(15th) day of the third (3rd) calendar month
next following the end of the Company’s fiscal year to which such performance
goals and objectives relate.

 
ARTICLE
XII

PERFORMANCE STOCK AWARDS
 

12.1 Award.
A Performance Stock Award shall constitute a promise to grant Shares (or cash equal to the Fair Market Value of Shares) to the Holder
at the end of a specified
Performance Period subject to achievement of specified Performance Goals. At the time a Performance Stock Award
is made, the Committee shall establish the Performance
Period and applicable Performance Goals based on selected Performance Criteria.
Each Performance Stock Award may have different Performance Goals, in the discretion of
the Committee. A Performance Stock Award shall
not constitute an equity interest in the Company and shall not entitle the Holder to voting rights, dividends or any other rights
associated
with ownership of Shares unless and until the Holder shall receive a distribution of Shares pursuant to Section 11.3.

 
12.2
Terms and Conditions. At the time any Award is made under this Article XII, the Company and the Holder shall enter into
a Performance Stock Agreement setting

forth each of the matters contemplated thereby and such other matters as the Committee may
determine to be appropriate. The Committee shall set forth in the applicable
Performance Stock Agreement the Performance Period,
 selected Performance Criteria and Performance Goals which the Holder and/or the Company would be required to
satisfy before the
 Holder would become entitled to the receipt of Shares pursuant to such Holder’s Performance Stock Award and the number of
 Shares subject to such
Performance Stock Award. Such distribution shall be subject to a “substantial risk of forfeiture”
under Section 409A of the Code. If such Performance Goals are achieved, the
distribution of Shares (or the payment of cash,
as determined in the sole discretion of the Committee), shall be made no later than by the fifteenth (15th) day of the third (3rd)
calendar month next following the end of the Company’s fiscal year to which such goals and objectives relate. At the time
of such Award, the Committee may, in its sole
discretion, prescribe additional terms and conditions or restrictions relating to
Performance Stock Awards, including, but not limited to, rules pertaining to the effect of the
Holder’s Termination of Service
prior to the expiration of the applicable performance period. The terms and conditions of the respective Performance Stock Agreements
need
not be identical.

 
12.3
Distributions of Shares. The Holder of a Performance Stock Award shall be entitled to receive a cash payment equal to the
Fair Market Value of a Share, or one Share,

as determined in the sole discretion of the Committee, for each Performance Stock
Award subject to such Performance Stock Agreement, if the Holder satisfies the applicable
vesting requirement. If necessary to
satisfy the requirements of Code Section 162(m), if applicable, the achievement of such Performance Goals shall be certified
in writing by
the Committee prior to any payment. Such distribution shall be made no later than by the fifteenth (15th) day of
the third (3rd) calendar month next following the end of the
Company’s fiscal year to which such performance goals and objectives
relate.

 
ARTICLE
XIII

DISTRIBUTION EQUIVALENT RIGHTS
 

13.1 Award.
A Distribution Equivalent Right shall entitle the Holder to receive bookkeeping credits, cash payments and/or Share distributions equal
 in amount to the
distributions that would have been made to the Holder had the Holder held a specified number of Shares during the specified
period of the Award.
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13.2
Terms and Conditions. At the time any Award is made under this Article XIII, the Company and the Holder shall enter into
a Distribution Equivalent Rights Award

Agreement setting forth each of the matters contemplated thereby and such other matters
as the Committee may determine to be appropriate. The Committee shall set forth in
the applicable Distribution Equivalent Rights
Award Agreement the terms and conditions, if any, including whether the Holder is to receive credits currently in cash, is to
have
such credits reinvested (at Fair Market Value determined as of the date of reinvestment) in additional Shares or is to be
entitled to choose among such alternatives. Such receipt
shall be subject to a “substantial risk of forfeiture” under
Section 409A of the Code and, if such Award becomes vested, the distribution of such cash or Shares shall be made no
later
than by the fifteenth (15th) day of the third (3rd) calendar month next following the end of the Company’s fiscal year in
which the Holder’s interest in the Award vests.
Distribution Equivalent Rights Awards may be settled in cash or in Shares,
 as set forth in the applicable Distribution Equivalent Rights Award Agreement. A Distribution
Equivalent Rights Award may, but
need not be, awarded in tandem with another Award (other than an Option or a SAR), whereby, if so awarded, such Distribution Equivalent
Rights Award shall expire, terminate or be forfeited by the Holder, as applicable, under the same conditions as under such other
Award.

 
13.3
Interest Equivalents. The Distribution Equivalent Rights Award Agreement for a Distribution Equivalent Rights Award may
provide for the crediting of interest on a

Distribution Rights Award to be settled in cash at a future date (but in no event later
than by the fifteenth (15th) day of the third (3rd) calendar month next following the end of
the Company’s fiscal year in
which such interest is credited and vested), at a rate set forth in the applicable Distribution Equivalent Rights Award Agreement,
on the amount of
cash payable thereunder.

 
ARTICLE
XIV

STOCK APPRECIATION RIGHTS
 

14.1 Award.
A Stock Appreciation Right shall constitute a right, granted alone or in connection with a related Option, to receive a payment equal
to the increase in value of
a specified number of Shares between the date of Award and the date of exercise.

 
14.2 Terms
and Conditions. At the time any Award is made under this Article XIV, the Company and the Holder shall enter into a Stock Appreciation
Right Agreement

setting forth each of the matters contemplated thereby and such other matters as the Committee may determine to be appropriate.
 The Committee shall set forth in the
applicable Stock Appreciation Right Agreement the terms and conditions of the Stock Appreciation
 Right, including (i) the base value (the “Base Value”) for the Stock
Appreciation Right, which shall be not less than
the Fair Market Value of a Share on the date of grant of the Stock Appreciation Right, (ii) the number of Shares subject to the
Stock
 Appreciation Right, (iii) the period during which the Stock Appreciation Right may be exercised; provided, however, that
 no Stock Appreciation Right shall be
exercisable after the expiration of ten (10) years from the date of its grant, and (iv) any other
special rules and/or requirements which the Committee imposes upon the Stock
Appreciation Right. Upon the exercise of some or all of
the portion of a Stock Appreciation Right, the Holder shall receive a payment from the Company, in cash or in the form
of Shares having
an equivalent Fair Market Value or in a combination of both, as determined in the sole discretion of the Committee, equal to the product
of:

 
(a) The
excess of (i) the Fair Market Value of an Share on the date of exercise, over (ii) the Base Value, multiplied by, (b)The number of Shares
with respect to

which the Stock Appreciation Right is exercised.
 

14.3 Tandem
Stock Appreciation Rights. If the Committee grants a Stock Appreciation Right which is intended to be a Tandem Stock Appreciation
Right, the Tandem
Stock Appreciation Right shall be granted at the same time as the related Option, and the following special rules shall
apply:

 
(a) The
Base Value shall be equal to or greater than the per Share exercise price under the related Option;
 
(b) The
Tandem Stock Appreciation Right may be exercised for all or part of the Shares which are subject to the related Option, but solely upon
the surrender by

the Holder of the Holder’s right to exercise the equivalent portion of the related Option (and when a Share is
purchased under the related Option, an equivalent portion of the
related Tandem Stock Appreciation Right shall be canceled);
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(c) The
Tandem Stock Appreciation Right shall expire no later than the date of the expiration of the related Option;
 
(d) The
value of the payment with respect to the Tandem Stock Appreciation Right may be no more than one hundred percent (100%) of the difference
between

the per Share exercise price under the related Option and the Fair Market Value of the Shares subject to the related Option at
the time the Tandem Stock Appreciation Right is
exercised, multiplied by the number of the Shares with respect to which the Tandem Stock
Appreciation Right is exercised; and

 
(e) The
Tandem Stock Appreciation Right may be exercised solely when the Fair Market Value of the Shares subject to the related Option exceeds
the per Share

exercise price under the related Option.
 

ARTICLE
XV
RECAPITALIZATION OR REORGANIZATION

 
15.1 Adjustments
to Shares. The shares with respect to which Awards may be granted under the Plan are Shares as presently constituted; provided,
however, that if, and

whenever, prior to the expiration or distribution to the Holder of Shares underlying an Award theretofore
granted, the Company shall effect a subdivision or consolidation of the
Shares or the payment of an Share dividend on Shares without
receipt of consideration by the Company, the number of Shares with respect to which such Award may thereafter
be exercised or satisfied,
as applicable, (i) in the event of an increase in the number of outstanding Shares, shall be proportionately increased, and the purchase
price per Share
shall be proportionately reduced, and (ii) in the event of a reduction in the number of outstanding Shares, shall be
proportionately reduced, and the purchase price per Share
shall be proportionately increased. Notwithstanding the foregoing or any other
provision of this Article XV, any adjustment made with respect to an Award (x) which is an
Incentive Stock Option, shall comply with
the requirements of Section 424(a) of the Code, and in no event shall any adjustment be made which would render any Incentive
Stock
Option granted under the Plan to be other than an “incentive stock option” for purposes of Section 422 of the Code,
and (y) which is a Non-qualified Stock Option, shall
comply with the requirements of Section 409A of the Code, and in no event shall
any adjustment be made which would render any Non-qualified Stock Option granted under
the Plan to become subject to Section 409A
of the Code.

 
15.2 Recapitalization.
If the Company recapitalizes or otherwise changes its capital structure, thereafter upon any exercise or satisfaction, as applicable,
of a previously

granted Award, the Holder shall be entitled to receive (or entitled to purchase, if applicable) under such Award, in
lieu of the number of Shares then covered by such Award, the
number and class of shares and securities to which the Holder would have
 been entitled pursuant to the terms of the recapitalization if, immediately prior to such
recapitalization, the Holder had been the holder
of record of the number of Shares then covered by such Award.

 
15.3 Other
Events. In the event of changes to the outstanding Shares by reason of an extraordinary cash dividend, reorganization, merger, consolidation,
combination, split-

up, spin-off, exchange or other relevant change in capitalization occurring after the date of the grant of any Award
and not otherwise provided for under this Article XV, any
outstanding Awards and any Award Agreements evidencing such Awards shall be
adjusted by the Board in its discretion in such manner as the Board shall deem equitable or
appropriate taking into consideration the
applicable accounting and tax consequences, as to the number and price of Shares or other consideration subject to such Awards. In the
event of any adjustment pursuant to Sections 15.1, 15.2 or this Section 15.3, the aggregate number of Shares available under
the Plan pursuant to Section 5.1 (and the Code
Section 162(m) limit set forth therein) may be appropriately adjusted by the
Board, the determination of which shall be conclusive. In addition, the Committee may make
provision for a cash payment to a Holder or
a person who has an outstanding Award. The number of Shares subject to any Award shall be rounded to the nearest whole number.
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15.4 Powers
Not Affected. The existence of the Plan and the Awards granted hereunder shall not affect in any way the right or power of the Board
or of the stockholders of

the Company to make or authorize any adjustment, recapitalization, reorganization or other change of the Company’s
capital structure or business, any merger or consolidation
of the Company, any issue of debt or equity securities ahead of or affecting
Shares or the rights thereof, the dissolution or liquidation of the Company or any sale, lease,
exchange or other disposition of all
or any part of its assets or business or any other corporate act or proceeding.

 
15.5 No
Adjustment for Certain Awards. Except as hereinabove expressly provided, the issuance by the Company of shares of any class or securities
convertible into shares

of any class, for cash, property, labor or services, upon direct sale, upon the exercise of rights or warrants
to subscribe therefor or upon conversion of shares or obligations of
the Company convertible into such shares or other securities, and
in any case whether or not for fair value, shall not affect previously granted Awards, and no adjustment by
reason thereof shall be made
with respect to the number of Shares subject to Awards theretofore granted or the purchase price per Share, if applicable.

 
ARTICLE
XVI

AMENDMENT AND TERMINATION OF PLAN
 

The
Plan shall continue in effect, unless sooner terminated pursuant to this Article XVI, until the tenth (10th) anniversary of the
date on which it is adopted by the Board
(except as to Awards outstanding on that date). The Board in its discretion may terminate
the Plan at any time with respect to any shares for which Awards have not theretofore
been granted; provided, however,
 that the Plan’s termination shall not materially and adversely impair the rights of a Holder with respect to any Award theretofore
granted
without the consent of the Holder. The Board shall have the right to alter or amend the Plan or any part hereof from time
to time; provided, however, that without the approval
by a majority of the votes cast at a meeting of stockholders
at which a quorum representing a majority of the shares of the Company entitled to vote generally in the election of
directors
 is present in person or by proxy, no amendment or modification of the Plan may (i) materially increase the benefits accruing to
Holders, (ii) except as otherwise
expressly provided in Article XV, materially increase the number of Shares subject to the Plan
or the individual Award Agreements specified in Article V, (iii) materially
modify the requirements for participation in the Plan,
or (iv) amend, modify or suspend Section 7.7 (re-pricing prohibitions) or this Article XVI. In addition, no change in any
Award theretofore granted may be made which would materially and adversely impair the rights of a Holder with respect to such
Award without the consent of the Holder
(unless such change is required in order to cause the benefits under the Plan to qualify
as “performance-based” compensation within the meaning of Section 162(m) of the Code
or to exempt the Plan or
any Award from Section 409A of the Code).

 
ARTICLE
XVII

MISCELLANEOUS
 

17.1 No
Right to Award. Neither the adoption of the Plan by the Company nor any action of the Board or the Committee shall be deemed to give
an Employee, Director or
Consultant any right to an Award except as may be evidenced by an Award Agreement duly executed on behalf of
the Company, and then solely to the extent and on the terms
and conditions expressly set forth therein.

 
17.2 No
Rights Conferred. Nothing contained in the Plan shall (i) confer upon any Employee any right with respect to continuation of employment
with the Company or

any Affiliate, (ii) interfere in any way with any right of the Company or any Affiliate to terminate the employment
of an Employee at any time, (iii) confer upon any Director
any right with respect to continuation of such Director’s membership
on the Board, (iv) interfere in any way with any right of the Company or an Affiliate to terminate a
Director’s membership on the
Board at any time, (v) confer upon any Consultant any right with respect to continuation of his or her consulting engagement with the
Company
or any Affiliate, or (vi) interfere in any way with any right of the Company or an Affiliate to terminate a Consultant’s
consulting engagement with the Company or an Affiliate
at any time.
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17.3
Other Laws; No Fractional Shares; Withholding. The Company shall not be obligated by virtue of any provision of the Plan
to recognize the exercise of any Award or

to otherwise sell or issue Shares in violation of any laws, rules or regulations, and
any postponement of the exercise or settlement of any Award under this provision shall not
extend the term of such Award. Neither
the Company nor its directors or officers shall have any obligation or liability to a Holder with respect to any Award (or Shares
issuable
thereunder) (i) that shall lapse because of such postponement, or (ii) for any failure to comply with the requirements
of any applicable law, rules or regulations, including but
not limited to any failure to comply with the requirements of Section 409A
of this Code. No fractional Shares shall be delivered, nor shall any cash in lieu of fractional Shares
be paid. The Company shall
have the right to deduct in cash (whether under this Plan or otherwise) in connection with all Awards any taxes required by law
to be withheld and
to require any payments required to enable it to satisfy its withholding obligations. In the case of any Award
satisfied in the form of Shares, no Shares shall be issued unless and
until arrangements satisfactory to the Company shall have
been made to satisfy any tax withholding obligations applicable with respect to such Award. Subject to such terms
and conditions
as the Committee may impose, the Company shall have the right to retain, or the Committee may, subject to such terms and conditions
as it may establish from
time to time, permit Holders to elect to tender, Shares (including Shares issuable in respect of an Award)
to satisfy, in whole or in part, the amount required to be withheld.

 
17.4 No
Restriction on Corporate Action. Nothing contained in the Plan shall be construed to prevent the Company or any Affiliate from taking
any corporate action which

is deemed by the Company or such Affiliate to be appropriate or in its best interest, whether or not such
action would have an adverse effect on the Plan or any Award made
under the Plan. No Employee, Director, Consultant, beneficiary or other
person shall have any claim against the Company or any Affiliate as a result of any such action.

 
17.5 Restrictions
on Transfer. No Award under the Plan or any Award Agreement and no rights or interests herein or therein, shall or may be assigned,
transferred, sold,

exchanged, encumbered, pledged or otherwise hypothecated or disposed of by a Holder except by will or by the laws
of descent and distribution. An Award may be exercisable
during the lifetime of the Holder only by such Holder or by the Holder’s
guardian or legal representative.

 
17.6 Beneficiary
Designations. Each Holder may, from time to time, name a beneficiary or beneficiaries (who may be contingent or successive beneficiaries)
for purposes

of receiving any amount which is payable in connection with an Award under the Plan upon or subsequent to the Holder’s
death. Each such beneficiary designation shall serve
to revoke all prior beneficiary designations, be in a form prescribed by the Company
and be effective solely when filed by the Holder in writing with the Company during the
Holder’s lifetime. In the absence of any
such written beneficiary designation, for purposes of the Plan, a Holder’s beneficiary shall be the Holder’s estate.

 
17.7 Rule 16b-3.
It is intended that the Plan and any Award made to a person subject to Section 16 of the Exchange Act shall meet all of the requirements
of Rule 16b-3. If

any provision of the Plan or of any such Award would disqualify the Plan or such Award under, or would otherwise
not comply with the requirements of, Rule 16b-3, such
provision or Award shall be construed or deemed to have been amended as necessary
to conform to the requirements of Rule 16b-3.
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17.8 Section 162(m).
The following conditions shall apply if it is intended that the requirements of Section 162(m) of the Code be satisfied such that
Awards under the Plan

which are made to Holders who are “covered employees” (as defined in Section 162(m) of the Code)
shall constitute “performance-based” compensation within the meaning of
Section 162(m) of the Code: Any Performance
Goal(s) applicable to Qualified Performance-Based Awards shall be objective, shall be established not later than ninety (90) days
after
the beginning of any applicable Performance Period (or at such other date as may be required or permitted for “performance-based”
compensation under Section 162(m)
of the Code) and shall otherwise meet the requirements of Section 162(m) of the Code, including
 the requirement that the outcome of the Performance Goal or Goals be
substantially uncertain (as defined in the regulations under Section 162(m)
of the Code) at the time established. The Performance Criteria to be utilized under the Plan to
establish Performance Goals shall consist
of objective tests based on one or more of the following: earnings or earnings per share, cash flow or cash flow per share, operating
cash flow or operating cash flow per share revenue growth, product revenue growth, financial return ratios (such as return on equity,
return on investment and/or return on
assets), share price performance, stockholder return, equity and/or value, operating income, operating
margins, earnings before interest, taxes, depreciation and amortization,
earnings, pre- or post-tax income, economic value added (or
an equivalent metric), profit returns and margins, credit quality, sales growth, market share, working capital levels,
comparisons with
various share market indices, year-end cash, debt reduction, assets under management, operating efficiencies, strategic partnerships
or transactions (including
co-development, co-marketing, profit sharing, joint venture or other similar arrangements), and/or financing
and other capital raising transaction. Performance criteria may be
established on a Company-wide basis or with respect to one or more
 Company business units or divisions or subsidiaries; and either in absolute terms, relative to the
performance of one or more similarly
situated companies, or relative to the performance of an index covering a peer group of companies. When establishing Performance Goals
for the applicable Performance Period, the Committee may exclude any or all “extraordinary items” as determined under U.S.
 generally accepted accounting principles
including, without limitation, the charges or costs associated with restructurings of the Company,
 discontinued operations, other unusual or non-recurring items, and the
cumulative effects of accounting changes, and as identified in
the Company’s financial statements, notes to the Company’s financial statements or management’s discussion and
analysis
 of financial condition and results of operations contained in the Company’s most recent annual report filed with the U.S. Securities
 and Exchange Commission
pursuant to the Exchange Act. Holders who are “covered employees” (as defined in Section  162(m)
 of the Code) shall be eligible to receive payment under a Qualified
Performance-Based Award which is subject to achievement of a Performance
 Goal or Goals only if the applicable Performance Goal or Goals are achieved within the
applicable Performance Period, as determined by
the Committee. If any provision of the Plan would disqualify the Plan or would not otherwise permit the Plan to comply with
Section 162(m)
of the Code as so intended, such provision shall be construed or deemed amended to conform to the requirements or provisions of Section 162(m)
of the Code.
The Committee may postpone the exercising of Awards, the issuance or delivery of Shares under any Award or any action permitted
under the Plan to prevent the Company or
any subsidiary from being denied a federal income tax deduction, provided that such deferral
 satisfies the requirements of Section 409A of the Code. For purposes of the
requirements of Treasury Regulation Section 1.162-27(e)(4)(i),
the maximum aggregate amount that may be paid in cash during any calendar year to any one person (measured
from the date of any payment)
with respect to one or more Awards payable in cash shall be Ten Million Dollars ($10,000,000).

 
17.9 Section 409A.
Notwithstanding any other provision of the Plan, the Committee shall have no authority to issue an Award under the Plan with terms and/or
conditions

which would cause such Award to constitute non-qualified “deferred compensation” under Section 409A of the
Code unless such Award shall be structured to be exempt from
or comply with all requirements of Code Section 409A. The Plan and
all Award Agreements are intended to comply with the requirements of Section 409A of the Code (or to
be exempt therefrom) and shall
be so interpreted and construed and no amount shall be paid or distributed from the Plan unless and until such payment complies with
all
requirements of Code Section 409A. It is the intent of the Company that the provisions of this Agreement and all other plans
and programs sponsored by the Company be
interpreted to comply in all respects with Code Section 409A, however, the Company shall
have no liability to the Holder, or any successor or beneficiary thereof, in the event
taxes, penalties or excise taxes may ultimately
be determined to be applicable to any payment or benefit received by the Holder or any successor or beneficiary thereof.
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17.10 Indemnification.
Each person who is or shall have been a member of the Committee or of the Board shall be indemnified and held harmless by the Company
against

and from any loss, cost, liability, or expense that may be imposed upon or reasonably incurred thereby in connection with or
 resulting from any claim, action, suit, or
proceeding to which such person may be made a party or may be involved by reason of any action
 taken or failure to act under the Plan and against and from any and all
amounts paid thereby in settlement thereof, with the Company’s
approval, or paid thereby in satisfaction of any judgment in any such action, suit, or proceeding against such
person; provided,
however, that such person shall give the Company an opportunity, at its own expense, to handle and defend the same before he or
she undertakes to handle
and defend it on his or her own behalf. The foregoing right of indemnification shall not be exclusive and shall
be independent of any other rights of indemnification to which
such persons may be entitled under the Company’s Articles of Incorporation
or By-laws, by contract, as a matter of law, or otherwise.

 
17.11 Other
Benefit Plans. No Award, payment or amount received hereunder shall be taken into account in computing an Employee’s salary
or compensation for the

purposes of determining any benefits under any pension, retirement, life insurance or other benefit plan of the
Company or any Affiliate, unless such other plan specifically
provides for the inclusion of such Award, payment or amount received. Nothing
in the Plan shall be construed to limit the right of the Company to establish other plans or to
pay compensation to its employees, in
cash or property, in a manner which is not expressly authorized under the Plan.

 
17.12 Limits
of Liability. Any liability of the Company with respect to an Award shall be based solely upon the contractual obligations created
under the Plan and the

Award Agreement. None of the Company, any member of the Board nor any member of the Committee shall have any liability
to any party for any action taken or not taken, in
good faith, in connection with or under the Plan.

 
17.13 Governing
Law. Except as otherwise provided herein, the Plan shall be construed in accordance with the laws of the State of Delaware, without
regard to principles

of conflicts of law.
 
17.14 Severability
of Provisions. If any provision of the Plan is held invalid or unenforceable, such invalidity or unenforceability shall not affect
any other provision of the

Plan, and the Plan shall be construed and enforced as if such invalid or unenforceable provision had not been
included in the Plan.
 
17.15 No
Funding. The Plan shall be unfunded. The Company shall not be required to establish any special or separate fund or to make any other
segregation of funds or

assets to ensure the payment of any Award. Prior to receipt of Shares or a cash distribution pursuant to the
 terms of an Award, such Award shall represent an unfunded
unsecured contractual obligation of the Company and the Holder shall have no
greater claim to the Shares underlying such Award or any other assets of the Company or
Affiliate than any other unsecured general creditor.

 
17.16 Headings.
Headings used throughout the Plan are for convenience only and shall not be given legal significance.
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Exhibit 31.1

 
CERTIFICATION

 
I, David Lazar, certify that:
 

1.I have reviewed this Quarterly Report
on Form 10-Q of Titan Pharmaceuticals, Inc.;
 
2.Based on my knowledge, this report does
not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3.Based on my knowledge, the financial statements,
and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations
and cash flows of the registrant as of, and for, the periods presented in this report;
 
4.I am responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control

over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for the registrant and have:
 

  (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under my supervision, to ensure that material
information relating to the registrant is made known to me by others within those entities, particularly during the period in which this report is being prepared;

 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under my supervision, to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

 

  (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the

registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

 
5.I have disclosed, based on my most recent
evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s

board of directors (or persons performing the equivalent functions):
 

  (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

 

  (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

 
Date: November 14, 2022
 
  /s/ David Lazar  
Name:  David Lazar  
Title: Chief Executive Officer  
  (Principal Executive Officer and Principal  
  Financial Officer)  
 

 

 



 
Exhibit 32.1

 
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

 
In connection with this quarterly report
on Form 10-Q of Titan Pharmaceuticals, Inc. (the “Company”) for the period ended September 30, 2022, as filed with the Securities

and Exchange Commission on the date hereof (the “Report”), the undersigned officer of the Company hereby certifies, pursuant
to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his knowledge:

 
(1) The Report fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
(2) The information contained in the
Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

 
Date: November 14, 2022
 
  /s/ David Lazar.  
Name:  David Lazar  
Title: Chief Executive Officer  
  (Principal Executive Officer and Principal  
  Financial Officer)  
 

 

 


