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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

(Mark One)
x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED June 30, 2014

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission file number: 001-33185

MEDICINOVA, INC.

(Exact name of registrant as specified in its charter)
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Delaware 33-0927979
(State or Other Jurisdiction of (LLR.S. Employer
Incorporation or Organization) Identification No.)

4275 Executive Drive, Suite 650

La Jolla, CA 92037
(Address of Principal Executive Offices) (Zip Code)
(858) 373-1500

(Registrant s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a small reporting company. See definition of accelerated filer , large accelerated filer and smaller reporting company
in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ~ Accelerated filer

Non-accelerated filer = (Do not check if a smaller reporting company) Smaller reporting company x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

As of August 8, 2014, the registrant had 24,146,419 shares of Common Stock ($0.001 par value) outstanding.
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PART I. FINANCIAL INFORMATION

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS.

CONSOLIDATED BALANCE SHEETS

Assets

Current assets:

Cash and cash equivalents

Receivable

Prepaid expenses and other current assets

Total current assets

Goodwill

In-process research and development
Investment in joint venture

Property and equipment, net
Long-term deposits

Total assets

Liabilities and Stockholders Equity
Current liabilities:
Accounts payable
Accrued expenses

Accrued compensation and related expenses

Total current liabilities

Long-term deferred rent and lease liability
Deferred tax liability

Long-term deferred revenue

Total liabilities
Stockholders equity:

Preferred stock, $0.01 par value; 3,000,000 shares authorized at June 30,
2014 and December 31, 2013; 220,000 shares issued and outstanding at

June 30, 2014 and December 31, 2013

Table of Contents

MEDICINOVA, INC.

(unaudited)

June 30,
2014
(Unaudited)

$ 13,496,587
907,921

14,404,508
9,600,241
4,800,000

682,942
65,686
10,699

$ 29,564,076

$ 38,029
633,569
424,805

1,096,403

16,637
1,956,000
1,694,163

4,763,203

2,200
24,147

December 31,
2013

$ 6,700,493
6,008,553
1,673,560

14,382,606
9,600,241
4,800,000

680,982
82,414

$ 29,546,243

$ 33,894
240,148
186,393

460,435
9,889
1,956,000
1,694,163

4,120,487

2,200
22,495
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Common stock, $0.001 par value; 100,000,000 shares authorized at June 30,
2014 and December 31, 2013; 24,146,419 and 22,495,443 shares issued and
outstanding at June 30, 2014 and December 31, 2013, respectively

Additional paid-in capital 330,712,810
Accumulated other comprehensive loss (77,337)
Accumulated deficit (305,860,947)
Total stockholders equity 24,800,873
Total liabilities and stockholders equity $ 29,564,076

See accompanying notes.
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326,868,578
(80,803)
(301,386,714)

25,425,756

$ 29,546,243
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MEDICINOVA, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

Revenues

Operating expenses:

Research, development and patents
General and administrative

Total operating expenses
Operating loss

Other expense

Interest expense

Other income

Loss before income taxes
Income taxes

Net loss applicable to common stockholders

Basic and diluted net loss per common share

(Unaudited)

Three months ended

June 30,
2014 2013
$ $

835,614 946,105

1,295,427 1,842,092

2,131,041 2,788,197
(2,131,041) (2,788,197)
(1,092)

(181)

11,001 5,049
(2,120,221) (2,784,240)
(1,547) (1,789)

$ (2,121,768)

$ (0.09)

Shares used to compute basic and diluted net loss

per common share

Net loss applicable to common stockholders
Other comprehensive loss, net of tax:
Foreign currency translation adjustments

Comprehensive loss

Table of Contents

24,141,485
$ (2,121,768)

797

$ (2,120,971)

$ (2,786,029)
$ (0.14)

20,299,164
$ (2,786,029)

(3,724)

$ (2,789,753)

See accompanying notes

Six months ended

June 30,
2014 2013

$ $ 3,257

1,583,531 1,642,077

2,911,243 3,566,671

4,494,774 5,208,748
(4,494,774) (5,205,491)
(5,525)

(304)

23,935 6,517
(4,471,143) (5,204,499)
(3,090) (544)

$ (4,474,233)
$ (0.19)

23,920,782
$ (4,474,233)

3,466

$ (4,470,767)

$ (5,205,043)
$ (0.27)

19,002,419
$ (5,205,043)

(10,637)

$ (5,215,680)
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MEDICINOVA, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Operating activities:
Net loss

Adjustments to reconcile net loss to net cash provided by (used in) operating

activities:

Non-cash stock-based compensation
Amortization of Kissei upfront payment
Depreciation and amortization

Change in value of equity method investment
Gain on disposal of assets

Changes in operating assets and liabilities:
Prepaid expenses and other assets

Accounts payable, accrued expenses and deferred rent
Accrued compensation and related expenses
Receivable

Net cash provided by (used in) operating activities
Investing activities:

Acquisition of property and equipment

Proceeds from sales of property and equipment

Net cash used in investing activities

Financing activities:

Proceeds from issuance of common stock and warrants, net of issuance costs
Proceeds from issuance of common stock for ESPP, net of issuance costs

Net cash provided by financing activities
Effect of exchange rate changes on cash

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period
Supplemental disclosures of cash flow information:

Table of Contents

Six months ended
June 30,

2014

$ (4,474,233)

486,420
20,500
(1,960)

760,424
402,178
238,412
6,008,553

3,440,294

(3,523)

(3,523)

3,329,055

30,409

3,359,464

(141)

6,796,094
6,700,493

$ 13,496,587

2013
$ (5,205,043)
521,286
(3,257)
67,282
(4,800)
(118,567)

(238,489)
262,686

(4,718,902)

(44,322)
4,800

(39,522)
12,758,677

6,697

12,765,374

8,006,950
4,010,530

$12,017,480
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Income taxes paid $ 2,701  $ 2,745
See accompanying notes.
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MEDICINOVA, INC.
Notes to Consolidated Financial Statements
(Unaudited)
1. Interim Financial Information
Organization and Business

The Company was incorporated in the state of Delaware in September 2000 and is a public company. The Company s
common stock is listed in both the U.S. and Japan and trades on the NASDAQ Global Market and the JASDAQ
Market of the Tokyo Stock Exchange. The Company is a biopharmaceutical company focused on acquiring and
developing novel, small molecule therapeutics for the treatment of serious diseases with unmet medical needs and a
commercial focus on the U.S. market. The Company is currently focusing its development activities on MN-166
(Ibudilast) for the treatment of neurological disorders, MN-221(Bedoradrine), for the treatment of acute exacerbations
of asthma, MN-001 (Tipelukast) for the treatment of NASH (nonalcoholic steatohepatitis), and MN-029 (Denibulin)
for the treatment of solid tumors.

Basis of Presentation

The accompanying unaudited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States (GAAP) for interim financial information and with the instructions
of the Securities and Exchange Commission (SEC) on Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly,
they do not include all of the information and disclosures required by GAAP for complete financial statements. In the
opinion of management, the consolidated financial statements include all adjustments necessary, which are of a
normal and recurring nature, for the fair presentation of the Company s financial position and of the results of
operations and cash flows for the periods presented. The accompanying unaudited consolidated financial statements
include the accounts of the Company and its wholly owned subsidiaries.

These financial statements should be read in conjunction with the audited consolidated financial statements and notes
thereto for the year ended December 31, 2013 included in the Company s Annual Report on Form 10-K filed with the
SEC. The results of operations for the interim period shown in this report are not necessarily indicative of the results
that may be expected for any other interim period or for the full year. The balance sheet at December 31, 2013 has
been derived from the audited financial statements at that date, but does not include all of the information and
footnotes required by GAAP for complete financial statements.

Research, Development and Patents

Research and development costs are expensed in the period incurred. Research and development costs primarily
consist of salaries and related expenses for personnel, facilities and depreciation, research and development supplies,
licenses and outside services. Such research and development costs totaled $0.7 million and $0.8 million for the
three-months ended June 30, 2014 and 2013, respectively. For the six months ended June 30, 2014 and 2013 research
and development costs totaled $1.4 million and $1.3 million for the six months ended June 30, 2014 and 2013,
respectively.

Costs related to filing and pursuing patent applications are expensed as incurred, as recoverability of such
expenditures is uncertain. The Company includes all external costs related to the filing of patents on developments in
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Research, Development and Patents expenses. Such patent-related expenses totaled $0.1 million for the three-months
ended June 30, 2014 and 2013. For the six months ended June 30, 2014 and 2013, patent-related expenses totaled $0.2
million and $0.3 million for the six months ended June 30, 2014 and 2013, respectively.

Use of Estimates

The preparation of the consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the consolidated financial statements and the
accompanying notes. Actual results could differ from those estimates.

Recently Issued Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board ( FASB ) and the International Accounting Standards Board
(IASB ) jointly issued Accounting Standards Update ( ASU ) No. 2014-09, Revenue from Contracts from Customers,

which supersedes the revenue recognition requirements in ASC 605, Revenue Recognition. ASU 2014-09 is a

comprehensive new revenue recognition standard that will supersede nearly all existing revenue recognition guidance

under US GAAP and IFRS. The standard s core principle is that a company will recognize revenue when it transfers

promised goods or services to customers in an amount that reflects the consideration to which the company expects to

be entitled in exchange for those goods or services. In doing so, companies will need to use more judgment and make

more estimates than under current authoritative guidance. These may include identifying performance obligations in

the contract, estimating the amount of variable consideration to
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include in the transaction price and allocating the transaction price to each separate performance obligation. The
standard is effective for public entities for annual and interim periods beginning after December 15, 2016. Early
adoption is not permitted under US GAAP. The adoption of this guidance is not expected to have a material impact on
the Company.

In July 2013, the FASB issued ASU 2013-11, Income Taxes (Topic 740): Presentation of an Unrecognized Tax
Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists, a new
accounting standard update on the financial statement presentation of unrecognized tax benefits. The new guidance
provides that a liability related to an unrecognized tax benefit would be presented as a reduction of a deferred tax asset
for a net operating loss carryforward, a similar tax loss or a tax credit carryforward if such settlement is required or
expected in the event the uncertain tax position is disallowed. The new guidance became effective for the Company on
January 1, 2014 and it should be applied prospectively to unrecognized tax benefits that exist at the effective date with
retrospective application permitted. The adoption of this guidance did not have a material impact on the Company.

2. Revenue Recognition
Revenue Recognition Policy

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

Genzyme Corporation

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

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

Kissei Pharmaceutical Co., Ltd
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In October 2011, the Company entered into an agreement with Kissei Pharmaceutical Co., Ltd., or Kissei, to perform
research and development services relating to MN-221 in exchange for a non-refundable upfront payment of

$2.5 million. Under the terms of the agreement, the Company is responsible for all costs to be incurred in the
performance of these services. Certain of these research and development services were completed in 2013 and 2012,
and the remaining services are expected to be delivered and completed at a future date. The Company assessed the
deliverables in accordance with the authoritative guidance and concluded the existence of one deliverable, research
and development services. As such, revenue is being recognized as the research and development services are
performed. The amount received from Kissei, net of the amount recorded as revenue, is included on the balance sheet
as long-term deferred revenue and will be recognized as revenue as the remaining services are performed. Revenue
recorded in the six months ended June 30, 2014 and 2013 was zero and $3,257, respectively. No revenue was recorded
in the three months ended June 30, 2013 and 2014.
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3. Fair Value Measurements

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

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

Level 2: Inputs are quoted prices for similar items in active markets or inputs are quoted prices for identical
or similar items in markets that are not active near the measurement date; and

Level 3: Unobservable inputs due to little or no market data, which require the reporting entity to develop its
own assumptions
Cash and cash equivalents, including money market accounts, of $13.5 million and $6.7 million measured at fair value
as of June 30, 2014 and December 31, 2013, respectively, are classified within Level 1.

4. Joint Venture

The Company entered into an agreement to form a joint venture company with Zhejiang Medicine Co., Ltd. and
Beijing Medfron Medical Technologies Co., Ltd. (formerly Beijing Make-Friend Medicine Technology Co., Ltd.)
effective September 27, 2011. The joint venture agreement provides for the joint venture company, Zhejiang Sunmy
Bio-Medical Co., Ltd. ( Zhejiang Sunmy or JV Company ), to develop and commercialize MN-221 in China and pursue
additional compounds to develop. A sublicense agreement would be required under which Zhejiang Sunmy would
license MN-221 from the Company and, as of the date of this filing, no such sublicense agreement has been entered
into. In accordance with the joint venture agreement, in March 2012 the Company paid $680,000 for a 30% interest in
Zhejiang Sunmy. The other parties to the joint venture agreement provided funding for their combined 70% interest.

In December 2013, the Board of Directors of the JV Company agreed to amend the joint venture agreement to allow
for the departure of Zhejiang Medicine Co., Ltd. subject to the approval of the government of the People s Republic of
China. Through the date of this filing, the Chinese government has not approved any amendment to the JV Company.
Upon approval by the Chinese government, Beijing Medfron Medical Technologies Co., Ltd. and MediciNova will
each have a 50% interest in the JV Company.

Zhejiang Sunmy is a variable interest entity for which the Company is not the primary beneficiary as the Company
does not have a majority of the board seats and does not have power to direct or significantly influence the actions of
the entity. The activities of Zhejiang Sunmy are accounted for under the equity method whereby the Company absorbs
any loss or income generated by Zhejiang Sunmy according to the Company s percentage ownership. At June 30,
2014, the investment is reflected as a long-term asset on the Company s consolidated balance sheet which represents
the investment in Zhejiang Sunmy, net of the Company s portion of any generated loss or income.

5. Stock-based Compensation
Stock Incentive Plans

In June 2013, the Company adopted the 2013 Equity Incentive Plan, or 2013 Plan, under which the Company may
grant stock options, stock appreciation rights, restricted stock, restricted stock units and other awards to individuals
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who are then employees, officers, non-employee directors or consultants of the Company or its subsidiaries. The 2013
Plan is the successor to the Company s Amended and Restated 2004 Stock Incentive Plan, or 2004 Plan, which was in
turn the successor to the Company s 2000 General Stock Incentive Plan, or 2000 Plan (together, the Prior Plans). A
total of 2,500,000 shares of common stock were initially reserved for issuance under the 2013 Plan, plus returning
shares that may become available from time to time. Returning shares are shares that are subject to outstanding awards
granted under the 2004 Plan that expire or terminate prior to exercise or settlement, are forfeited because of the failure
to vest, are repurchased, or are withheld to satisfy tax withholding or purchase price obligations in connection with
such awards. Although the Company no longer grants equity awards under the Prior Plans, all outstanding stock
awards granted under the Prior Plans will continue to be subject to the terms and conditions as set forth in the
agreements evidencing such stock awards and the terms of the Prior Plans, as applicable. As of June 30, 2014,
2,563,327 options remain available for future grant under the 2013 Plan.

Stock Options

Options granted under the 2013 Plan and Prior Plans have terms of ten years from the date of grant and generally vest
over a three or four year period.

The exercise price of all options granted was equal to the market value of the Company s common stock on the date of
grant.
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A summary of stock option activity and related information as of June 30, 2014 is as follows:

Weighted Average
Number of  Weighted Average Contractual Aggregate
Option Shares Exercise Price Life Intrinsic Value
Outstanding at December 31,
2013 3,217,043 $ 5.06
Granted 95,000 $ 5.43
Exercised $
Cancelled (46,576) $ 3.18
Outstanding at June 30, 2014 3,265,467 $ 5.10 6.33 $
Exercisable at June 30, 2014 2,352,031 $ 5.98 5.26 $

No options were exercised during the six months ended June 30, 2014. During the three months ended June 30, 2013
there were 38,085 options exercised, from which gross proceeds of $92,024 were received. During the six months
ended June 30, 2013 there were 79,462 options exercised, from which gross proceeds of $193,951 were received. The
intrinsic value of options exercised during the six months ended June 30, 2013 was $63,704.

Employee Stock Purchase Plan

Under the Company s 2007 Employee Stock Purchase Plan, or ESPP, 300,000 shares of common stock were originally
reserved for issuance. In addition, the shares reserved automatically increase each year by a number equal to the lesser
of: (1) 15,000 shares; (ii) 1% of the outstanding shares of common stock on the last day of the immediately preceding
fiscal year; or (iii) such lesser amount as determined by the Board. The ESPP permits full-time employees to purchase
common stock through payroll deductions (which cannot exceed 15% of each employee s compensation) at the lower
of 85% of fair market value at the beginning of the offering period or the end of each six-month offering period.

For the six months ended June 30, 2014, an aggregate of 17,476 shares were issued under the ESPP, leaving 231,851
shares available for future issuance.

Compensation Expense

During the three and six months ended June 30, 2014, options to purchase 95,000 shares of common stock were
granted. Stock-based compensation expense for stock option awards and ESPP shares are reflected in total operating
expenses for each respective year. For the three months ended June 30, 2014 and 2013, stock-based compensation
related to stock options and ESPP was $231,321 and $363,586, respectively. For the six months ended June 30, 2014
and 2013, stock-based compensation expense related to stock options and the ESPP was $486,420 and $521,286,
respectively.

The Company uses the Black-Scholes valuation model for determining the estimated fair value and the stock-based
compensation for stock-based awards to employees. The following table provides the assumptions used in the
Black-Scholes valuation model for the three and six months ended June 30, 2014 and 2013. The ESPP assumptions
for the three months ended June 30, 2014 and 2013 are actual amounts, and the assumptions for the six months ended
June 30, 2014 and 2013 are weighted average amounts.
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Three Months Elideek Months ExxdedMonths EnfidMonths Ended
June 30,2014 June 30,2013 June 30, 2014 June 30, 2013

Stock Option assumptions:

Risk-free interest rate 0.21% 0.80% 0.21% 0.80%
Expected volatility of common stock 63.46% 86.10% 63.46% 86.10%
Dividend yield 0.0% 0.0% 0.0% 0.0%
Expected term (in years) 1.49 5.5 1.49 5.5
ESPP assumptions:

Risk-free interest rate 0.06% 0.15% 0.06% 0.18%
Expected volatility of common stock 67.6% 91.60% 67.6% 91.44%
Dividend yield 0.0% 0.0% 0.0% 0.0%
Expected term (in years) 0.5 0.5 0.5 0.5

As of June 30, 2014, there was $1.3 million of unamortized compensation cost related to unvested stock option awards
which is expected to be recognized over a remaining weighted-average vesting period of 1.11 years, on a straight-line

basis.
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6. Stockholders Equity
Kissei Stock Purchase

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

Common Stock Purchase Agreement

On August 20, 2012, the Company entered into a common stock purchase agreement with Aspire pursuant to which
the Company could elect to sell Aspire, and Aspire would be obligated to purchase, up to an aggregate of $20 million
of common stock over the two-year term of the agreement including $1.0 million in common stock purchased by
Aspire in connection with execution of the agreement. The common stock purchase agreement with Aspire was
terminated on October 17, 2013, and as of such date, the Company had completed sales to Aspire totaling 2,504,532
shares of common stock at prices ranging from $1.60 to $3.82 per share, generating gross proceeds of $5.4 million.

At-The-Market Issuance Sales Agreements

On April 17, 2013, the Company entered into an at-the-market equity distribution agreement with Macquarie Capital
(USA) Inc., or MCUSA, pursuant to which the Company could sell common stock through MCUSA from time to time
up to an aggregate offering price of $6.0 million. As of July 25, 2013, the Company had completed all available sales
to MCUSA under this agreement, generating gross and net proceeds of $6.0 million and $5.5 million, respectively, on
sales of 1,936,237 shares of common stock at prices ranging from $2.44 to $4.10 per share.

On October 16, 2013, the Company entered into a second at-the-market equity distribution agreement with MCUSA
pursuant to which the Company may sell common stock through MCUSA from time to time up to an aggregate
offering price of $10.0 million. Under the terms of this agreement, unless otherwise mutually agreed, no daily sale of
an amount of shares of the Company s common stock is to exceed the lower of $50,000 or 10% of the lower of the
5-day or 3-month average daily traded value of the Company s common stock on NASDAQ (unless 10% of the lower
of the 5-day or 3-month average daily traded value of the Company s common stock on the JASDAQ Market of the
Tokyo Stock Exchange ( TSE ) is greater, in which case the value from the TSE will be used) as of the date of the
applicable issuance notice. The price per share is not to be less than the greater of $1.29 or the last available closing
price of a share of the Company s common stock on NASDAQ. MCUSA agreed to use its commercially reasonable
efforts consistent with its customary trading and sales practices and applicable laws, rules and regulations to sell
shares of the Company s common stock and is to sell such shares by any method permitted by law deemed to be at the
market. The Company agreed to pay MCUSA an aggregate commission rate of 7.0% of the gross proceeds of any
common stock sold under this agreement. MCUSA is under no obligation to purchase shares pursuant to this
agreement and there are no assurances that MCUSA will be successful in selling shares. Proceeds from sales of
common stock will depend on the number of shares of common stock sold to MCUSA and the per share purchase
price of each transaction. The agreement with MCUSA provides both MCUSA and the Company the right to
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terminate the agreement in their discretion upon giving five business days written notice. For the six months ended
June 30, 2014, the Company has generated gross and net proceeds of $3.4 million and $3.0 million, respectively,
under this agreement on sales of 1,548,000 shares of the Company s common stock at prices ranging from $2.01 to
$2.40 per share.

Securities Purchase Agreement

On May 9, 2013, the Company entered into a Securities Purchase Agreement with certain accredited investors (the

Purchase Agreement ) pursuant to which the Company agreed to sell to the investors 1,158,730 shares of the
Company s common stock at a price of $3.15 per share and warrants to purchase an aggregate of 869,047 shares of the
Company s common stock with an exercise price of $3.15 per share (the Private Placement ). The Private Placement
closed on May 14, 2013. The warrants will expire on May 9, 2018 and may be exercised for cash or, if the current
market price of common stock of the Company is greater than the per share exercise price, by surrender of a portion of
the warrant in a cashless exercise. The aggregate purchase price for the shares and the warrants sold in the Private
Placement was $3.7 million and associated expenses incurred were $0.3 million.

In connection with the purchase by one investor of 158,730 shares of common stock and a warrant to purchase
119,047 shares of common stock, on May 29, 2013 the investor provided $51,389 additional consideration for the

shares and the warrant, and the Company entered into an amendment to the warrant with the investor to reflect an
exercise price of $3.38 per share.

10
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The net proceeds for the shares and the warrants sold in the Private Placement of $3.4 million were allocated based on
the relative fair value of each instrument. The fair value of the shares was based on the closing price of the Company s
common stock on May 9, 2013, and the fair value of the warrants based on a Black-Scholes valuation model.

Common Stock Warrant

In 2011, the Company consummated a firm-commitment underwritten public offering of 2,800,666 units at a price to
the public of $3.00 per unit for gross proceeds of $8.25 million. Each unit consists of one share of common stock and
a warrant to purchase one share of common stock. The shares of common stock and warrants are immediately
separable and were issued separately. The warrants are exercisable immediately upon issuance, have a five-year term
and an exercise price of $3.56 per share. During the six months ended June 30, 2014, 85,500 of these warrants were
exercised for gross proceeds of $0.3 million. As of June 30, 2014, 2,593,500 of these warrants remain outstanding and
exercisable.

In August 2012, the Company issued a warrant in exchange for investor relations services to purchase up to 130,000
of common stock of the Company at a price of $1.88 per share, the closing price of the Company s common stock on
that date. As of June 30, 2014, the warrant was exercisable for 15,000 shares, and no further shares will vest. The
warrant expires five years from the date of issuance.

7. Net Loss Per Share

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

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

June 30,
2014 2013
Convertible preferred stock, as converted 2,200,000 2,200,000
Stock options 3,265,467 3,329,794
Warrants 3,675,567 3,876,067
Total 9,141,034 9,405,861

8. Related Party Transactions

On October 13, 2011, the Company entered into a services agreement with Kissei to perform two separate studies
relating to MN-221 in exchange for $2.5 million paid to the Company in October 2011. The Company is responsible
for all costs to be incurred in the performance of these studies. The amount received from Kissei, net of the amount
recorded as revenue through June 30, 2014, is included on the balance sheet at June 30, 2014 as deferred revenue and
will be recognized as revenue in future periods as the Company performs the remaining services.

Table of Contents 19



Edgar Filing: MEDICINOVA INC - Form 10-Q

On May 9, 2013, the Company entered into a securities purchase agreement with certain accredited investors pursuant

to which the Company agreed to sell to the investors 1,158,730 shares of common stock and warrants to purchase an
aggregate of 869,047 shares of common stock (the Private Placement ). The Private Placement closed on May 14,
2013. The Private Placement included issuance of shares of common stock and a warrant to purchase shares of

common stock to Fountain Erika LLC ( Fountain Erika ), an entity of which Tatsuo Izumi, a member of the Company s
board of directors at that time, is a principal. The warrant was subsequently amended on May 29, 2013. Fountain

Erika s acquisition of the shares of common stock and a warrant to purchase shares of the Company s common stock
was at an at the market price.

9. Subsequent Events
The Company has evaluated all subsequent events that have occurred after the date of the accompanying financial

statements and determined that there were no events or transactions occurring during the subsequent event reporting
period which require recognition or disclosure in the Company s consolidated financial statements.

11
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS.

The following discussion and analysis of our financial condition and results of operations should be read in

conjunction with our unaudited consolidated financial statements and notes thereto included in this Quarterly Report

on Form 10-Q and the audited financial statements and notes thereto as of and for the year ended December 31, 2013

included in our Annual Report on Form 10-K filed with the Securities and Exchange Commission, or SEC, on

March 27, 2014. Past operating results are not necessarily indicative of results that may occur in future periods.

This Quarterly Report on Form 10-Q contains forward-looking statements that are subject to risks and uncertainties,
many of which are beyond our control. Our actual results may differ from those anticipated in these forward-looking
statements as a result of various factors, including those set forth in Part Il of this Quarterly Report on Form 10-Q
under the caption Item 1A. Risk Factors and under the caption Item IA. Risk Factors in our Annual Report on
Form 10-K. The differences may be material. Forward-looking statements discuss matters that are not historical facts.
Forward-looking statements include, but are not limited to, statements regarding our plans, strategies, objectives,
product development programs, clinical trials, industry, financial condition, liquidity and capital resources, future
performance and other statements that are not historical facts. Such forward-looking statements include statements
preceded by, followed by or that otherwise include the words may, might, will, intend, should, could,

can, would, expect, Dbelieve, estimate, anticipate, predict, potential, plan or similar words.
For such statements, we claim the protection of the safe harbor for forward-looking statements contained in the
Private Securities Litigation Reform Act of 1995. You should not rely unduly on these forward-looking statements,
which speak only as of the date hereof. We undertake no obligation to update publicly or revise any forward-looking
statements, whether as a result of new information, future events or otherwise, unless required by law.

Overview

We are a biopharmaceutical company focused on acquiring and developing novel, small molecule therapeutics for the
treatment of serious diseases with unmet medical needs and a commercial focus on the U.S. market. We are focused
on developing novel, small molecule therapeutics for the treatment of serious diseases with unmet medical needs and
a commercial focus on the U.S. market. We are currently focusing our development activities on MN-166 (Ibudilast)
for the treatment of neurological disorders, MN-221 (Bedoradrine), for the treatment of acute exacerbations of asthma,
MN-001 (Tipelukast) for the treatment of NASH (nonalcoholic steatohepatitis), and MN-029 (Denibulin) for the
treatment of solid tumors. We were incorporated in Delaware in September 2000.

We have incurred significant net losses since our inception. As of June 30, 2014, we had an accumulated deficit of
$305.9 million and expect to incur substantial net losses for the next several years as we continue to develop certain of
our existing product development programs, and over the long-term if we expand our research and development
programs and acquire or in-license products, technologies or businesses that are complementary to our own.

Our goal is to build a sustainable biopharmaceutical business through the successful development of differentiated
products for the treatment of serious diseases with unmet medical needs in high-value therapeutic areas. Key elements
of our strategy are as follows:

Pursue the development of MN-166 for multiple potential indications primarily through non-dilutive
financings.
We intend to advance our diverse MN-166 (ibudilast) program through a combination of investigator sponsored trials
and trials funded through government grants or private and public grants. In addition to providing drug supply and
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safety regulatory support, we are funding portions of the consortium sponsored trials. For example, we have increased
our financial participation in the Secondary and Primary Progressive Ibudilast NeuroNEXT Trial in Multiple Sclerosis
(SPRINT-MS) Phase 2 clinical trial of MN-166 for the treatment of progressive MS. We intend to enter into
additional strategic alliances to support further clinical development of MN-166.

Strategically partner with one or more leading pharmaceutical companies to complete late stage product
development and successfully commercialize our products.
We develop and maintain relationships with pharmaceutical therapeutic area leaders. Upon completion of
proof-of-concept Phase 2 clinical trials, we intend to enter into strategic alliances with leading pharmaceutical
companies who seek late stage product candidates, such as MN-166, MN-221, MN-001 and MN-029, to support
further clinical development and product commercialization.

We entered into an agreement to form a joint venture company with Zhejiang Medicine Co., Ltd. and Beijing Medfron
Technologies Co., Ltd. (formerly Beijing Make-Friend Medicine Technology Co., Ltd.) effective September 27, 2011.
The joint venture agreement provides for the joint venture company, Zhejiang Sunmy Bio-Medical Co., Ltd. ( Zhejiang
Sunmy ), to develop and commercialize MN-221 in China and search for additional compounds to develop. A
sublicense would be required under which Zhejiang Sunmy would license MN-221 from us. In accordance with the
joint venture agreement, in March 2012 we paid $680,000 for our 30% interest in Zhejiang Sunmy. The other parties

to the joint venture agreement provided funding for their combined 70%
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interest. In December 2013, the Board of Directors of the JV Company agreed to amend the joint venture agreement to
allow for the departure of Zhejiang Medicine Co., Ltd. subject to the approval of the government of the People s
Republic of China. Through the date of this filing, the Chinese government has not approved any amendment to the
JV Company. Upon approval by the Chinese government, Beijing Medfron Medical Technologies Co., Ltd. and
MediciNova will each have a 50% interest in the JV Company. We have not entered into the sublicense of MN-221
with the joint venture company as of the date of this report. There is no assurance the sublicense will be executed and
there is no assurance that Zhejiang Sunmy will be able to proceed with the development of MN-221 in China. A.
Zhejiang Sunmy is a variable interest entity for which we are not the primary beneficiary as we do not have a majority
of the board seats and we do not have power to direct or significantly influence the actions of the entity. We therefore
account for the activities of Zhejiang Sunmy under the equity method whereby we absorb any loss or income
generated by Zhejiang Sunmy according to our percentage ownership. At June 30, 2014, we reflect a long-term asset
on our consolidated balance sheet which represents our investment in Zhejiang Sunmy, net of our portion of any
generated loss or income.

Depending on decisions we may make as to further clinical development, we may seek to raise additional capital. We
may also pursue potential partnerships and potential acquirers of license rights to our programs in markets outside the
uU.S.

Revenues and Cost of Revenues

In October 2011, we entered into an agreement with Kissei to perform research and development services relating to
MN-221 in exchange for a non-refundable upfront payment of $2.5 million. Under the terms of the agreement, we are
responsible for all costs incurred and to be incurred in the performance of these services. Certain of the development
services were completed in 2013 and 2012, and the remaining services are expected to be delivered and completed at a
future date. We assessed the deliverables in accordance with the authoritative guidance and concluded the existence of
one deliverable, which was research and development services. The $2.5 million was initially recorded as deferred
revenue. During the six months ended June 30, 2014 and 2013, we recognized revenues of zero and $3,257,
respectively, as research and development services were delivered. During the three months ended June 30, 2014 and
2013, we did not recognized any revenues.

Research, Development and Patent Expenses

Our research, development and patent expenses consist primarily of the license fees related to our product candidates,
salaries and related employee benefits, costs associated with the preclinical and clinical development of our product
development programs, costs associated with non-clinical activities, such as regulatory expenses, and
pre-commercialization manufacturing development activities. We use external service providers to manufacture our
compounds to be used in clinical trials and for the majority of the services performed in connection with the
preclinical and clinical development of our product candidates. Research, development and patent expenses include
fees paid to consultants, contract research organizations, contract manufacturers and other external service providers,
including professional fees and costs associated with legal services, patents and patent applications for our intellectual
property. Internal research and development expenses include costs of compensation and other expenses for research
and development personnel, supplies, facility costs and depreciation. Research, development and patent costs are
expensed as incurred.

The following table presents our total research, development, and patent expenses by category during the periods
presented (in thousands):
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Three Months Ended
June 30,
2014 2013

External development expense:
MN-221 $ 4 $ 11
MN-166 416 340
MN-001 61 10
MN-029 6
Total external development expense 481 367
R&D personnel expense 241 433
R&D facility and depreciation expense 8 12
Patent expenses 87 102
Other R&D expense 19 32
Total research, development and patent expense $ 836 $ 946
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Six Months Ended
June 30,
2014 2013

External development expense:
MN-221 $ 6 $ 11
MN-166 677 471
MN-001 129 14
MN-029 1 11
Total external development expense 813 507
R&D personnel expense 533 742
R&D facility and depreciation expense 20 29
Patent expenses 167 301
Other R&D expense 51 63
Total research, development and patent expense $1,584 $1,642

General and Administrative

Our general and administrative costs primarily consist of salaries, benefits and consulting and professional fees related
to our administrative, finance, human resources, business development, legal, information systems support functions,
facilities and insurance costs. General and administrative costs are expensed as incurred.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations is based upon financial statements that
have been prepared in accordance with accounting principles generally accepted in the United States (GAAP). The
preparation of these financial statements requires management to make estimates and judgments that affect the
reported amounts of assets, liabilities and expenses, and related disclosures. On an on-going basis, we evaluate these
estimates, including those related to, research and development and patent expense, stock-based compensation, and
goodwill and purchased intangibles lease related activities, investments, and fixed assets. Estimates are based on
historical experience, information received from third parties and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions. The items in our financial statements requiring significant
estimates and judgments are as follows:

Research, Development and Patent Expenses

Research, development and patent costs are expensed as incurred based on certain contractual factors such as
estimates of work performed, milestones achieved, patient enrollment and experience with similar contracts. As actual
costs become known, accruals are adjusted. To date, our accrued research, development and patent expenses have not
differed significantly from the actual expenses incurred.

Stock-Based Compensation

We grant options to purchase our common stock to our employees and directors under our 2013 Stock Incentive Plan.
Additionally, we have outstanding stock options that were granted under our Amended and Restated 2004 Stock
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Incentive Plan and 2000 General Stock Incentive Plan. Under our 2007 Employee Stock Purchase Plan, full-time
employees are permitted to purchase common stock through payroll deduction at the lower of 85% of fair market
value at the beginning of the offering period or the end of each six-month offering period. The benefits provided under
all of these plans requires stock-based compensation for an award of equity instruments, including stock options and
employee stock purchase rights issued to employees to be recognized as a cost in the consolidated financial
statements. The cost of these awards is measured according to the grant date fair value of the stock award and is
recognized on a straight-line basis over the period during which an employee is required to provide service in
exchange for the award, which is usually the vesting period. We occasionally issue employee performance-based
stock options, the vesting of which is based on a determination made by our board of directors as to the achievement
of certain corporate objectives. The grant date of such awards is the date on which our board of directors makes its
determination. For periods preceding the grant date, the cost of these awards is measured according to their fair value
at each reporting date. In the absence of an observable market price for the stock award, the grant date fair value of the
award would be based upon a valuation methodology that takes into consideration various factors, including the
exercise price of the award, the expected term of the award, the current price of the underlying shares, the expected
volatility of the underlying share price, the expected dividends on the underlying shares and the risk-free interest rate.
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Valuation of our stock option grants requires us to estimate certain variables, such as estimated volatility and expected
life. If any of our estimations change, such changes could have a significant impact on the stock-based compensation
amount we recognize.

Goodwill and Purchased Intangibles

Goodwill is recorded when the consideration paid for an acquisition exceeds the fair value of the identified net
tangible and intangible assets of acquired businesses. The allocation of purchase price for acquisitions require
extensive use of accounting estimates and judgments to allocate the purchase price to the identifiable tangible and
intangible assets acquired and liabilities assumed based on their respective fair values. Additionally, we must
determine whether an acquired entity is considered to be a business or a set of net assets as a portion of the purchase
price can only be allocated to goodwill in a business combination. Goodwill and intangible assets deemed to have
indefinite lives are not amortized, but are subject to annual impairment tests. The amounts and useful lives assigned to
intangible assets that have finite useful lives require the use of estimates and the exercise of judgment. These
judgments can significantly affect our net operating results. Goodwill and in-process research and development, or
IPR&D, was $9.6 million and $4.8 million, respectively, as of June 30, 2014.

At least annually in the fourth quarter, or more frequently if indicators of impairment exist, we complete an
impairment test for goodwill and purchased indefinite life intangibles. We periodically re-evaluate the original
assumptions and rationale utilized in the establishment of the carrying value and estimated lives of our long-lived
assets. The criteria used for these evaluations include management s estimate of the asset s continuing ability to
generate income from operations and positive cash flows in future periods as well as the strategic significance of any
intangible assets in our business objectives. If assets are considered to be impaired, the impairment recognized is the
amount by which the carrying value of the assets exceeds the fair value of the assets.

Results of Operations

Comparison of the three months ended June 30, 2014 and 2013

Research, Development and Patent Expenses

Research, development and patent expenses were $0.8 million and $0.9 million for the three month periods ended
June 30, 2014 and 2013, respectively.

General and Administrative

General and administrative expenses for the three months ended June 30, 2014 were $1.3 million, a decrease of $0.5
million when compared to $1.8 million for the three months ended June 30, 2013. This decrease in general and
administrative expenses was due primarily to decreased professional fees and ongoing cost containment efforts.
Comparison of the six months ended June 30, 2014 and 2013

Research, Development and Patent Expenses

Research, development and patent expenses were $1.6 million for both the six month periods ended June 30, 2014 and
2013.

General and Administrative
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General and administrative expenses for the six months ended June 30, 2014 were $2.9 million, a decrease of $0.7
million when compared to $3.6 million for the six months ended June 30, 2013. This decrease in general and
administrative expenses was due primarily to decreased professional fees and ongoing cost containment efforts.

Liquidity and Capital Resources

Net cash provided by operating activities during the six months ended June 30, 2014 was $3.4 million compared to
$4.7 million of net cash used in operating activities during the same period in 2013. The $8.1 million change is
primarily related to the $6.0 million accounts receivable collected during 2014 related to the Genzyme milestone

revenue earned from the fourth quarter of 2013, amortization of expenses that were prepaid as of December 31, 2013
and incurred during the six months ended June 30, 2014 along with ongoing cost containment efforts.
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Net cash provided by financing activities during the six months ended June 30, 2014 was $3.4 million compared to
$12.8 million during the same period in 2013. The decrease in cash provided by financing activities was due to sale of
fewer shares of common stock in 2014 as compared to 2013.

On August 20, 2012, we entered into a common stock purchase agreement with Aspire, pursuant to which we could
sell our common stock to Aspire from time to time up to an aggregate of $20 million of our common stock over the
two-year term of the agreement including $1 million in common stock purchased by Aspire in connection with
execution of the agreement. No more than 3,231,096 shares of our common stock could be issued under this
agreement, including 363,636 shares initially issued to Aspire in consideration of entering into the agreement. We
could on any business day over the term of the agreement direct Aspire to purchase up to 50,000 shares, to a
maximum of $500,000 per business day with a purchase price of the lower of the lowest sale price of our common
stock on the date of the sale, or the average of the three lowest closing stock prices during the 12 consecutive business
days ending on the business day immediately preceding the purchase date. In addition, we could on any business day
over the term of the agreement direct Aspire to make a volume-weighted average purchase ( VWAP ) of stock not to
exceed 15% (which limitation may be increased up to 30% by the mutual agreement of the parties) of the aggregate
shares of our stock traded on the next business day, the purchase price of which shall be the lower of the closing price
on the date of the sale, or 95% of the next business day s NASDAQ volume weighted average price, subject to a
minimum market price threshold established by us and certain other exceptions. During the six month period ended
June 30, 2013 we generated gross proceeds of $3.8 million under this agreement. We have made no sales of our
common stock to Aspire subsequent to September 30, 2013 and we terminated the common stock purchase agreement
with Aspire on October 17, 2013.

During the six month period ended June 30, 2013, 121,666 warrants related to the March 23, 2011 public offering of
2,750,000 units, with each unit consisting of one share of common stock and one warrant, were exercised generating
proceeds of $0.4 million.

During the six month period ended June 30, 2013, 79,462 stock options were exercised from which proceeds of $0.2
million were received.

On May 9, 2013, we entered into a Securities Purchase Agreement with certain accredited investors pursuant to which
we agreed to sell to the investors 1,158,730 shares of our common stock at a price of $3.15 per share and warrants to
purchase an aggregate of 869,047 shares of our common stock with an exercise price of $3.15 per share (the Private
Placement ). The net proceeds generated from this transaction after underwriting discounts and commissions and
offering costs was $3.4 million.

On April 17, 2013, we entered into an at-the-market equity distribution agreement with Macquarie Capital (USA) Inc.,
or MCUSA, pursuant to which we could sell our common stock through MCUSA from time to time up to an
aggregate offering price of $6 million. During the six month period ended June 30, 2013 we generated net proceeds of
$4.9 million under this agreement.

On October 16, 2013, we entered into a second at-the-market equity distribution agreement with MCUSA pursuant to
which we may sell our common stock through MCUSA from time to time up to an aggregate offering price of $10
million. Under the terms of this agreement, unless otherwise mutually agreed, no daily sale of an amount of shares of
our common stock is to exceed the lower of $50,000 or 10% of the lower of the 5-day or 3-month average daily traded
value of our common stock on NASDAQ (unless 10% of the lower of the 5-day or 3-month average daily traded value
of our common stock on the JASDAQ Market of the Tokyo Stock Exchange ( TSE ) is greater, in which case the value
from the TSE will be used) as of the date of the applicable issuance notice. The price per share is not to be less than

the greater of $1.29 or the last available closing price of a share of common stock on NASDAQ. MCUSA agreed to
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use its commercially reasonable efforts consistent with its customary trading and sales practices and applicable laws,
rules and regulations to sell shares of our common stock and is to sell such shares by any method permitted by law
deemed to be at the market. We agreed to pay MCUSA an aggregate commission rate of 7.0% of the gross proceeds of
any common stock sold under this agreement. MCUSA is under no obligation to purchase shares pursuant to this
agreement and there are no assurances that MCUSA will be successful in selling shares. Our proceeds will depend on

the number of shares of our common stock sold to MCUSA and the per share purchase price of each transaction. The
agreement with MCUSA provides both MCUSA and us the right to terminate the agreement in our sole discretion

upon giving five business days written notice. As of June 30, 2014, we have generated gross and net proceeds of $3.6
million and $3.3 million, respectively, under this agreement on sales of 1,665,500 shares of our common stock at

prices ranging from $2.01 to $2.58 per share.

As of June 30, 2014, we had available cash and cash equivalents of $13.5 million and working capital of $13.3
million. As of the date of this report, we believe we have working capital sufficient to fund operations through at least
June 30, 2015. However, we cannot guarantee that these capital resources will be sufficient to conduct all of our
research and development programs as planned. We are pursuing other opportunities to raise capital through the sale
of our common stock or through other strategic initiatives. There can be no assurances that there will be adequate
financing available to us on acceptable terms, or at all. If we are unable to obtain additional financing, we may have to
sell one or more of our programs or cease operations.
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Off-Balance Sheet Arrangements

At June 30, 2014, we did not have any relationship with unconsolidated entities or financial partnerships, such as
entities often referred to as structured finance variable interest, or special purpose entities, which would have been
established for the purpose of facilitating off-balance sheet arrangements. In addition, we did not engage in trading
activities involving non-exchange traded contracts. As a result, we are not exposed to any financing, liquidity, market
or credit risk that could arise if we had engaged in such relationships. We do not have relationships and transactions
with persons and entities that derive benefits from their non-independent relationship with us or our related parties
except as disclosed herein.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Our primary exposure to market risk due to changes in interest rates relates primarily to the increase or decrease in the
amount of interest income we can earn on our investment portfolio. The primary objective of our investment activities
is to preserve principal. Our risk associated with fluctuating interest rates is limited to our investments in interest rate
sensitive financial instruments and we do not use interest rate derivative instruments to manage exposure to interest
rate changes. We mitigate default risk by investing in investment grade securities. A hypothetical 100 basis point
adverse move in interest rates along the entire interest rate yield curve would not materially affect the fair value of our
interest sensitive financial instruments due to their relatively short term nature.

Cash and cash equivalents as of June 30, 2014 were $13.5 million and were primarily invested in money market
interest bearing accounts and money market funds. A hypothetical 10% adverse change in the average interest rate on
our cash and cash equivalents would have had no material effect on net loss for the three and six months ended

June 30, 2014.

ITEM 4. CONTROLS AND PROCEDURES.

We maintain disclosure controls and procedures that are designed to provide reasonable assurance that the information
required to be disclosed in our filings under the Securities Exchange Act of 1934, as amended, or the Exchange Act, is
(1) recorded, processed, summarized and reported within the time periods specified in SEC s rules and forms, and

(2) accumulated and communicated to management, including our Chief Executive Officer and Chief Financial
Officer, as appropriate, to allow for timely decisions regarding required disclosure.

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our
procedures or our internal controls will prevent or detect all errors and all fraud. Any internal control system, no
matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of
the control system are met. Because of the inherent limitations in all control systems, no evaluation of our controls can
provide absolute assurance that all control issues and instances of fraud, if any, have been detected.

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) of the Exchange Act, we carried out an evaluation, under the supervision and with the
participation of our management, including our Chief Executive Officer and our Chief Financial Officer, of the
effectiveness of the design and operation of our disclosure controls and procedures as of the end of the quarter covered
by this report. Based on the foregoing, our Chief Executive Officer and our Chief Financial Officer concluded that our
disclosure controls and procedures were effective at the reasonable assurance level.
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Changes in Internal Control over Financial Reporting

There has been no change in our internal control over financial reporting during our most recent fiscal quarter that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

We are not involved in any material legal proceedings as of June 30, 2014. We may become involved in various
disputes and legal proceedings which arise in the ordinary course of business or otherwise. While it is not possible to
accurately predict or determine the outcome of these matters, an adverse result in any litigation matter may occur
which could harm 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 Annual Report on Form 10-K for the year ended December 31, 2013, which are
incorporated herein by reference and which could materially affect our business, financial condition or future results.
The risks described in our Annual Report on Form 10-K are not the only risks facing our Company. 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. There have been no material changes from the risk
factors previously disclosed in our Annual Report on Form 10-K for the year ended December 31, 2013.

ITEM 6. EXHIBITS.

Exhibit
Number Description
10.1 Engagement Agreement, effective April 8, 2014, by and between MediciNova, Inc. and van den Boom
& Associates, LLC (incorporated by reference to Exhibit 10.1 of the Registrant s Current Report on
Form 8-K filed April 9, 2014).
10.2 Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and Dr.
Yuichi Iwaki.
10.3 Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and
Masatsune Okajima.
10.4 Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and Dr.
Kazuko Matsuda.
10.5 Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and Geoffrey
O Brien.
31.1 Certification of the Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.
31.2 Certification of the Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.
32.1
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Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350 (Section 906 of the
Sarbanes-Oxley Act of 2002).

322 Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350 (Section 906 of the
Sarbanes-Oxley Act of 2002).

101 The following financial statements from the MediciNova, Inc. Quarterly Report on Form 10-Q for the
quarter ended June 30, 2014 formatted in Extensible Business Reporting Language (XBRL):
(i) Consolidated Balance Sheets; (ii) Consolidated Statements of Operations and Comprehensive Loss;
(ii1) Consolidated Statements of Cash Flows; and (iv) the notes to the consolidated financial statements.
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SIGNATURES

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

Date: August 13, 2014

Table of Contents

MEDICINOVA, INC.

By: /s/ YuicHI IWAKI1
Yuichi Iwaki, M.D., Ph.D.
President and Chief Executive Officer
(on behalf of the registrant and
as the registrant s Principal Executive Officer)

By: /s/ ESTHER VAN DEN BooM
Esther van den Boom
Chief Financial Officer
(on behalf of the registrant and
as the registrant s Principal Financial Officer)
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101
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Description

Engagement Agreement, effective April 8, 2014, by and between MediciNova, Inc. and van den Boom
& Associates, LLC (incorporated by reference to Exhibit 10.1 of the Registrant s Current Report on Form
8-K filed April 9, 2014).

Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and Dr. Yuichi
Iwaki.

Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and Masatsune
Okajima.

Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and Dr.
Kazuko Matsuda.

Severance Protection Agreement, dated July 14, 2014, by and between MediciNova, Inc. and Geoffrey
O Brien.

Certification of the Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification of the Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350 (Section 906 of the
Sarbanes-Oxley Act of 2002).

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350 (Section 906 of the
Sarbanes-Oxley Act of 2002).

The following financial statements from the MediciNova, Inc. Quarterly Report on Form 10-Q for the
quarter ended June 30, 2014 formatted in Extensible Business Reporting Language (XBRL): (i)
Consolidated Balance Sheets; (ii) Consolidated Statements of Operations and Comprehensive Loss; (iii)
Consolidated Statements of Cash Flows; and (iv) the notes to the consolidated financial statements.
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