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PART I: FINANCIAL INFORMATION
Item 1.

FINANCIAL STATEMENTS
Intra-Cellular Therapies, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

Assets
Current assets:
Cash and cash equivalents
Investment securities, available-for-sale
Restricted cash
Accounts receivable, net
Inventory
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Right of use assets, net
Deferred tax asset, net
Other assets
Total assets
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued and other current liabilities
Lease liabilities, short-term
Accrued employee benefits
Total current liabilities
Lease liabilities
Total liabilities
Stockholders’ equity:
Common stock, $0.0001 par value: 100,000,000 shares authorized; 66,777,737 and 55,507,497 shares
issued and outstanding at June 30, 2020 and December 31, 2019, respectively
Additional paid-in capital
Accumulated deficit
Accumulated comprehensive income
Total stockholders’ equity
Total liabilities and stockholders’ equity
See accompanying notes to these condensed consolidated financial statements.
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June 30,
2020
(Unaudited)

December 31,
2019

$ 129,290,445
278,468,502
1,400,000
2,353,255
2,335,042
4,726,134
418,573,378
2,000,687
20,270,675
—
86,084
$ 440,930,824

$ 107,636,849
116,373,335
—
—
—
6,313,785
230,323,969
2,259,740
18,252,074
264,609
86,084
$ 251,186,476

$

$

5,472,987
19,383,111
3,973,920
11,412,697
40,242,715
21,158,241
61,400,956

6,678
1,199,576,320
(821,221,229)
1,168,099
379,529,868
$ 440,930,824

7,425,024
16,138,909
3,187,435
9,472,651
36,224,019
19,955,186
56,179,205

5,551
904,971,772
(710,098,369)
128,317
195,007,271
$ 251,186,476

Table of Contents

Intra-Cellular Therapies, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations (Unaudited)
Three Months Ended June 30,
2020
2019

Six Months Ended June 30,
2020
2019

Revenues
Product sales, net
Grant revenue
Total revenues

$ 1,875,889
30,747
1,906,636

Operating expenses:
Cost of product sales
Research and development
Selling, general and administrative
Total operating expenses
Loss from operations
Interest income
Loss before provision for income taxes
Income tax expense
Net loss

128,539
—
197,850
—
25,204,857
23,728,464
41,208,183
48,719,321
41,445,557
15,442,650
75,541,923
27,147,634
66,778,953
39,171,114
116,947,956
75,866,955
(64,872,317) (39,171,114) (113,957,841) (75,866,955)
1,160,059
1,731,550
2,838,262
3,591,627
(63,712,258) (37,439,564)
(111,119,579) (72,275,328)
—
1,600
3,281
1,600
$(63,712,258) $(37,441,164) $ (111,122,860) $(72,276,928)

Net loss per common share:
Basic & Diluted
Weighted average number of common shares:
Basic & Diluted

$

(0.96) $
66,429,371

See accompanying notes to these condensed consolidated financial statements.
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$

—
—
—

$

(0.68) $
55,145,901

2,758,405
231,710
2,990,115

$

(1.69) $
65,767,737

—
—
—

(1.31)
55,129,654
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Intra-Cellular Therapies, Inc. and Subsidiaries
Condensed Consolidated Statements of Comprehensive Loss (Unaudited)
Three Months Ended June 30,
2020
2019

Net loss
Other comprehensive income:
Unrealized gain on investment securities
Comprehensive loss

Six Months Ended June 30,
2020
2019

$(63,712,258) $(37,441,164) $ (111,122,860) $(72,276,928)
1,313,298
299,894
1,039,782
900,201
$(62,398,960) $(37,141,270) $(110,083,078) $(71,376,727)

See accompanying notes to these condensed consolidated financial statements.
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Intra-Cellular Therapies, Inc. and Subsidiaries
Condensed Consolidated Statements of Stockholders’ Equity (Unaudited)
Common Stock
Shares

Balance at March 31, 2019
Exercise of stock options and issuances of restricted
stock
Stock issued for services
Share-based compensation
Net loss
Other comprehensive gain
Balance at June 30, 2019

Amount

Total
Stockholders’
Equity

$ (597,211,955) $

(67,450) $ 288,614,426

51,878
5
3,742
1
—
—
—
—
—
—
55,186,745 $ 5,519 $

259,206
48,570
4,987,424
—
—
891,183,518

—
—
—
(37,441,164)
—
$ (634,653,119) $

—
—
—
—
299,894
232,444

Amount

Additional
Paid-in
Capital

Accumulated
Deficit

Accumulated
Comprehensive
(Loss) Income

54,895,295 $ 5,490 $

880,753,339

$(562,376,191) $

283,722
28
7,728
1
—
—
—
—
—
—
55,186,745 $ 5,519 $

290,419
97,119
10,042,641
—
—
891,183,518

—
—
—
(72,276,928)
—
$ (634,653,119) $

Common Stock
Shares

Amount

Additional
Paid-in
Capital

Accumulated
Deficit

344,891
34
4,589,784
2,085
1
53,522
—
—
6,947,134
—
—
—
—
—
—
66,777,737 $ 6,678 $ 1,199,576,320

Shares

Amount

55,507,497 $ 5,551 $
10,230,000
1,023
—
—

Additional
Paid-in
Capital

See accompanying notes to these condensed consolidated financial statements.
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Total
Stockholders’
Equity

290,447
97,120
10,042,641
(72,276,928)
900,201
$ 256,768,362
Total
Stockholders’
Equity

(145,199) $ 430,448,330
—
5,595,209
—
(5,705,186)

Accumulated
Comprehensive
(Loss) Income

904,971,772 $(710,098,369) $
282,572,372
—
(5,705,186)
—

1,034,672
103
5,178,876
5,568
1
107,055
—
—
12,451,431
—
—
—
—
—
—
66,777,737 $ 6,678 $ 1,199,576,320

—
—
—
—
900,201
232,444

—
—
—
—
—
—
(63,712,258)
—
—
1,313,298
$(821,221,229) $ 1,168,099
Accumulated
Deficit

259,211
48,571
4,987,424
(37,441,164)
299,894
$ 256,768,362

(667,757) $ 317,714,881

Accumulated
Comprehensive
(Loss) Income

66,200,761 $ 6,620 $ 1,188,095,880 $(757,508,971) $
230,000
23
5,595,186
—
—
—
(5,705,186)
—

Common Stock

Balance at December 31, 2019
Common shares issued
Common shares issued receivable
Exercise of stock options and issuances of restricted
stock
Stock issued for services
Share-based compensation
Net loss
Other comprehensive gain
Balance at June 30, 2020

Accumulated
Comprehensive
(Loss) Income

885,888,318

Shares

Balance at March 31, 2020
Common shares issued
Common shares issued receivable
Exercise of stock options and issuances of restricted
stock
Stock issued for services
Share-based compensation
Net loss
Other comprehensive gain
Balance at June 30, 2020

Accumulated
Deficit

55,131,125 $ 5,513 $

Common Stock

Balance at December 31, 2018
Exercise of stock options and issuances of restricted
stock
Stock issued for services
Share-based compensation
Net loss
Other comprehensive gain
Balance at June 30, 2019

Additional
Paid-in
Capital

4,589,818
53,523
6,947,134
(63,712,258)
1,313,298
$ 379,529,868
Total
Stockholders’
Equity

128,317
—
—

$ 195,007,271
282,573,395
(5,705,186)

—
—
—
—
—
—
(111,122,860)
—
—
1,039,782
$(821,221,229) $ 1,168,099

5,178,979
107,056
12,451,431
(111,122,860)
1,039,782
$ 379,529,868
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Intra-Cellular Therapies, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows (Unaudited)
Six Months Ended June 30,
2020
2019

Cash flows used in operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation
Share-based compensation
Stock issued for services
Amortization of premiums and discounts on investment securities, net
Changes in operating assets and liabilities:
Accounts receivable, net
Inventory
Prepaid expenses and other assets
Long term deferred tax asset, net
Accounts payable
Accrued liabilities and other
Lease liabilities, net
Net cash used in operating activities

$ (111,122,860)

$ (72,276,928)

281,102
12,451,431
107,055
(334,857)

206,409
10,042,641
97,120
(646,583)

(2,353,255)
(2,335,042)
1,587,651
264,609
(1,952,037)
5,184,249
(29,061)
(98,251,015)

—
—
4,737,440
—
(8,328,277)
3,230,143
—
(62,938,035)

(284,600,154)
123,879,626
(22,049)
(160,742,577)

(25,777,875)
126,370,905
(1,129,576)
99,463,454

Cash flows (used in) provided by investing activities
Purchases of investments
Maturities of investments
Purchases of property and equipment
Net cash (used in) provided by investing activities
Cash flows provided by financing activities
Proceeds from exercise of stock options and issuances of restricted stock
Proceeds of public offerings, net
Net cash provided by financing activities
Net increase in cash, cash equivalents, and restricted cash
Cash, cash equivalents, and restricted cash at beginning of period
Cash, cash equivalents, and restricted cash at end of period

5,178,979
276,868,209
282,047,188
23,053,596
107,636,849
$ 130,690,445

290,447
—
290,447
36,815,866
54,947,502
$ 91,763,368

Non-cash investing and financing activities
Right of use assets under operating vehicle fleet leases

$

$

2,821,861

219,703

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the condensed consolidated balance sheets
that sum to the total of the same such amounts shown in the condensed consolidated statements of cash flows:
2020

Cash and cash equivalents
Restricted cash
Total cash, cash equivalents and restricted cash

June 30,

$129,290,445
1,400,000
$130,690,445

See accompanying notes to these condensed consolidated financial statements.
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2019

$91,763,368
—
$91,763,368
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Intra-Cellular Therapies, Inc.
Notes to Condensed Consolidated Financial Statements (Unaudited)
June 30, 2020
1. Organization
Intra-Cellular Therapies, Inc. (the “Company”), through its wholly-owned operating subsidiaries, ITI, Inc. (“ITI”) and ITI Limited, is a
biopharmaceutical company focused on the discovery, clinical development and commercialization of innovative, small molecule drugs that address
underserved medical needs primarily in neuropsychiatric and neurological disorders by targeting intracellular signaling mechanisms within the central
nervous system (“CNS”). In December 2019, the Company announced that CAPLYTATM (lumateperone) had been approved by the U.S. Food and Drug
Administration (“FDA”) for the treatment of schizophrenia in adults (42mg/day). The Company initiated the commercial launch of CAPLYTA in late
March 2020. As used in these Notes to Condensed Consolidated Financial Statements, “CAPLYTA” refers to lumateperone approved by the FDA for the
treatment of schizophrenia in adults, and “lumateperone” refers to, where applicable, CAPLYTA as well as lumateperone for the treatment of indications
beyond schizophrenia. Lumateperone is in Phase 3 clinical development as a novel treatment for bipolar depression.
On January 10, 2020, the Company completed a public offering of common stock in which the Company sold 10,000,000 shares of common stock at an
offering price of $29.50 per share for aggregate gross proceeds of $295 million. After deducting underwriting discounts, commissions and offering
expenses, the net proceeds to the Company were approximately $277 million.
In order to further its commercial activities and research projects and support its collaborations, the Company will require additional financing until such
time, if ever, that revenue streams are sufficient to generate consistent positive cash flow from operations. The Company currently projects that its cash,
cash equivalents and investments will be sufficient to fund operating expenses and capital expenditures for at least one year from the date that these
financial statements are filed with the Securities and Exchange Commission (the “SEC”). Possible sources of funds include public or private sales of the
Company’s equity securities, sales of debt securities, the incurrence of debt from commercial lenders, strategic collaborations, licensing a portion or all
of the Company’s product candidates and technology and, to a lesser extent, grant funding. On August 30, 2019, the Company filed a universal shelf
registration statement on Form S-3, which was declared effective by the SEC on September 12, 2019, on which the Company registered for sale up to
$350 million of any combination of its common stock, preferred stock, debt securities, warrants, rights and/or units from time to time and at prices and
on terms that the Company may determine, which includes up to $75 million of common stock that the Company may issue and sell from time to time,
through SVB Leerink LLC acting as its sales agent, pursuant to the sale agreement that the Company entered into with SVB Leerink on August 29, 2019
for the Company’s “at-the-market” equity program. For the quarter ended June 30, 2020, the Company issued 230,000 shares of common stock under
the Company’s “at-the-market” equity program which resulted in the Company receiving net proceeds of $5.6 million in July 2020. Subsequent to the
quarter ended June 30, 2020, the Company has issued an additional 512,791 shares of common stock under the Company’s “at-the-market” equity
program and received approximately $12.3 million of net proceeds. In addition, on January 6, 2020, the Company filed an automatic shelf registration
statement on Form S-3 with the SEC, which became effective upon filing, on which the Company registered for sale an unlimited amount of any
combination of its common stock, preferred stock, debt securities, warrants, rights, and/or units from time to time and at prices and on terms that the
Company may determine, so long as the Company continues to satisfy the requirements of a “well-known seasoned issuer” under SEC rules. These
registration statements will remain in effect for up to three years from the respective dates they became effective.
2. Summary of Significant Accounting Policies
Basis of Presentation
The accompanying condensed consolidated financial statements of Intra-Cellular Therapies, Inc. and its wholly own subsidiaries have been prepared in
conformity with accounting principles generally accepted in the United States of America (“U.S. GAAP”). Any reference in these notes to applicable
guidance is meant to refer to the authoritative U.S. GAAP set forth in the Accounting Standards Codification (“ASC”) and Accounting Standards
Update (“ASU”) of the Financial Accounting Standards Board (“FASB”). All intercompany accounts and transactions have been eliminated in
consolidation. The Company currently operates in one operating segment. Operating segments are defined as components of an enterprise about which
separate discrete information is available for the chief operating decision maker, or decision making group, in deciding how to allocate resources and
assessing performance. The Company views its operations and manages its business in one segment, which is discovering, developing and
commercializing drugs for the treatment of neurological and psychiatric disorders.
6
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Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Although actual results could differ from those estimates, management does not believe
that such differences would be material.
Cash and Cash Equivalents
The Company considers all highly liquid investments with a maturity of three months or less from the date of purchase to be cash equivalents. Cash and
cash equivalents consist of checking accounts, money market accounts, money market mutual funds, and certificates of deposit with a maturity date of
three months or less. The carrying values of cash and cash equivalents approximate the fair market value. Certificates of deposit, commercial paper,
corporate notes and corporate bonds with a maturity date of more than three months are classified separately on the condensed consolidated balance
sheets.
Investment Securities
Investment securities consisted of the following (in thousands):
June 30, 2020
Amortized
Cost

U.S. Government Agency Securities
Certificates of Deposit
Commercial Paper
Corporate Notes/Bonds

$ 73,024
17,500
78,594
108,182
$277,300

Unrealized
Unrealized
Gains
(Losses)
(Unaudited)

$

$

64
—
262
868
1,194

$

$

(9)
—
(15)
(1)
(25)

Estimated
Fair
Value

$ 73,079
17,500
78,841
109,049
$278,469

December 31, 2019

U.S. Government Agency Securities
Certificates of Deposit
Commercial Paper
Corporate Notes/Bonds

Amortized
Cost

Unrealized
Gains

Unrealized
(Losses)

$ 35,462
3,000
39,013
38,770
$ 116,245

$

$

$

35
—
10
91
136

$

(3)
—
(5)
—
(8)

Estimated
Fair
Value

$ 35,494
3,000
39,018
38,861
$ 116,373

The Company has classified all of its investment securities as available-for-sale, including those with maturities beyond one year, as current assets on
the condensed consolidated balance sheets based on the highly liquid nature of the investment securities and because these investment securities are
considered available for use in current operations. As of June 30, 2020, and December 31, 2019, the Company held $102.0 million and $3.0 million,
respectively, of available-for-sale investment securities with contractual maturity dates more than one year and less than two years.
The Company monitors its investment portfolio for overall risk, specifically credit risk loss, quarterly or more frequently if circumstances warrant. The
Company would estimate the expected credit loss over the lifetime of the asset and record an allowance for the portion of the amortized cost basis of the
financial asset that the Company does not expect to collect.
The aggregate related fair value of investments with unrealized losses as of June 30, 2020 was $47.7 million, which consisted of $30.5 million from U.S.
government agency securities, $14.9 million of commercial paper, and $2.3 million of corporate notes/bonds. The aggregate amount of unrealized losses
as of June 30, 2020 was approximately $25,000, which consisted of $9,000 from U.S. government agency securities, $15,000 from commercial paper,
and $1,000 from corporate notes/bonds. The $47.7 million aggregate fair value of investments with unrealized losses as of June 30, 2020 has been held
in a continuous unrealized loss position for less than 12 months. As of December 31, 2019, the Company had approximately $29.6 million of
investments with a continuous unrealized loss for 12 months or longer of which approximately $12.5 million had been held in a continuous loss position
for 12 months or longer.
The Company reviewed all of the investments which were in a loss position at the respective balance sheet dates, as well as the remainder of the
portfolio. The Company has analyzed the unrealized losses and determined that market conditions were the primary
factor driving these changes. After analyzing the securities in an unrealized loss position, the portion of these losses that relate to changes in credit
quality is insignificant.
7
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Fair Value Measurements
The Company applies the fair value method under ASC Topic 820, Fair Value Measurements and Disclosures. ASC Topic 820 defines fair value,
establishes a fair value hierarchy for assets and liabilities measured at fair value and requires expanded disclosures about fair value measurements. The
ASC Topic 820 hierarchy ranks the quality and reliability of inputs, or assumptions, used in the determination of fair value and requires assets and
liabilities carried at fair value to be classified and disclosed in one of the following categories based on the lowest level input used that is significant to a
particular fair value measurement:
•

Level 1—Fair value is determined by using unadjusted quoted prices that are available in active markets for identical assets and liabilities.

•

Level 2—Fair value is determined by using inputs other than Level 1 quoted prices that are directly or indirectly observable. Inputs can
include quoted prices for similar assets and liabilities in active markets or quoted prices for identical assets and liabilities in inactive
markets. Related inputs can also include those used in valuation or other pricing models, such as interest rates and yield curves that can be
corroborated by observable market data.

•

Level 3—Fair value is determined by inputs that are unobservable and not corroborated by market data. Use of these inputs involves
significant and subjective judgments to be made by a reporting entity—e.g., determining an appropriate adjustment to a discount factor for
illiquidity associated with a given security.

The Company evaluates financial assets and liabilities subject to fair value measurements on a recurring basis to determine the appropriate level at
which to classify them each reporting period. This determination requires the Company to make subjective judgments as to the significance of inputs
used in determining fair value and where such inputs lie within the ASC Topic 820 hierarchy.
The Company has no assets or liabilities that were measured using quoted prices for significant unobservable inputs (Level 3 assets and liabilities) as of
June 30, 2020 or December 31, 2019. The carrying value of cash held in money market funds of approximately $100.9 million as of June 30, 2020 and
$49.9 million as of December 31, 2019 is included in cash and cash equivalents on the condensed consolidated balance sheet and approximates market
value based on quoted market prices or Level 1 inputs. The carrying value of certificates of deposit of approximately $14.0 million and $47.6 million as
of June 30, 2020 and December 31, 2019, respectively, is also included in cash and cash equivalents on the condensed consolidated balance sheet and
approximates market value based on quoted market prices or Level 2 inputs. The carrying value of commercial paper of approximately $3.0 million as
of December 31, 2019 is included in cash and cash equivalents on the condensed consolidated balance sheet and approximates market value based on
quoted market prices or Level 2 inputs.
The fair value measurements of the Company’s cash equivalents and available-for-sale investment securities are identified in the following tables (in
thousands):
Fair Value Measurements at
Reporting Date Using

June 30,
2020

Money Market Funds
U.S. Government Agency Securities
Certificates of Deposit
Commercial Paper
Corporate Notes/Bonds

$100,856
73,079
31,505
78,841
109,048
$393,329
8

Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

$

$

100,856
—
—
—
—
$100,856

—
73,079
31,505
78,841
109,048
$292,473

Significant
Unobservable
Inputs
(Level 3)

$—
—
—
—
—
$—
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Fair Value Measurements at
Reporting Date Using

Money Market Funds
U.S. Government Agency Securities
Certificates of Deposit
Commercial Paper
Corporate Notes/Bonds

December 31,
2019

Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

$

$

$

49,882
35,494
50,622
42,015
38,861
$216,874

49,882
—
—
—
—
$49,882

Significant
Unobservable
Inputs
(Level 3)

—
35,494
50,622
42,015
38,861
$166,992

$—
—
—
—
—
$—

Financial Instruments
The Company considers the recorded costs of its financial assets and liabilities, which consist of cash equivalents, restricted cash, accounts receivable,
prepaid expenses, other assets, accounts payable, accrued liabilities, accrued employee benefits and lease liabilities, short-term, to approximate their fair
value because of their relatively short maturities at June 30, 2020 and December 31, 2019. Management believes that the risks associated with its
financial instruments are minimal as the counterparties are various corporations, financial institutions and government agencies of high credit standing.
Restricted Cash
Restricted cash is collateral used under the letter of credit arrangement for the vehicle lease agreement. The Company adopted ASU No. 2016-18,
“Restricted Cash” (“ASU 2016-18”) and now includes restricted cash balances within the cash, cash equivalents and restricted cash balance on the
statement of cash flows.
Accounts Receivable, net
The Company’s accounts receivable, net, primarily arise from product sales. They are generally stated at the invoiced amount and do not bear interest.
Revenues from product sales are recorded at the net sales price (transaction price), which includes estimates of variable consideration for which reserves
are established and which result from chargebacks, prompt pay discounts, and distribution fees.
The Company monitors the financial performance and creditworthiness of its customers so that it can properly assess and respond to changes in the
customers’ credit profiles. For the three and six months ended June 30, 2020, 96% of sales were generated from three major industry wholesalers,
respectively.
Concentration of Credit Risk
Financial instruments which potentially subject the Company to concentrations of credit risk consist of accounts receivable, net from customers and
cash, cash equivalent and investments held at financial institutions. For the six months ended June 30, 2020, the majority of the Company’s accounts
receivable, net arose from product sales in the U.S. and all customers have standard payment terms which generally require payment within 90 days.
Three individual customers accounted for approximately 37%, 33%, and 26% of product sales for the three months ended June 30, 2020 as well as
accounted for approximately 46%, 27% and 23% of product sales for the six months ended June 30, 2020. As of June 30, 2020, the Company believes
that such customers are of high credit quality.
Cash equivalents are held with major financial institutions in the United States. Certificates of deposit, cash and cash equivalents held with banks may
exceed the amount of insurance provided on such deposits. Generally, these deposits may be redeemed upon demand and, therefore, bear minimal risk.
Inventory
The Company values its inventories at the lower of cost or estimated net realizable value. The Company determines the cost of its inventories, which
includes amounts related to materials and manufacturing overhead, on a first-in, first-out (“FIFO”) basis. The Company performs an assessment of the
recoverability of capitalized inventory during each reporting period, and it writes down any excess and obsolete inventories to their estimated net
realizable value in the period in which the impairment is first identified. Such impairment charges, if they occur, are recorded within cost of product
sales.
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The Company capitalizes inventory costs associated with the Company’s products after regulatory approval when, based on management’s judgment,
future commercialization is considered probable and the future economic benefit is expected to be realized. Inventory acquired and manufactured prior
to receipt of regulatory approval of a product candidate is expensed as research and development expense as incurred. Inventory that can be used in
either the production of clinical or commercial product is expensed as research and development expense when selected for use in a clinical
manufacturing campaign.
Shipping and handling costs for product shipments to customers are recorded as incurred in cost of product sales along with costs associated with
manufacturing the product, and any inventory write-downs.
Property and Equipment
Property and equipment is stated at cost and depreciated on a straight-line basis over estimated useful lives ranging from three to five years. Leasehold
improvements are amortized using the straight-line method over the shorter of the estimated useful life of the assets or the term of the related lease.
Expenditures for maintenance and repairs are charged to operations as incurred.
When indicators of possible impairment are identified, the Company evaluates the recoverability of the carrying value of its long-lived assets based on
the criteria established in ASC Topic 360, Property, Plant and Equipment. The Company considers historical performance and anticipated future results
in its evaluation of potential impairment. The Company evaluates the carrying value of those assets in relation to the operating performance of the
business and undiscounted cash flows expected to result from the use of those assets. Impairment losses are recognized when carrying value exceeds the
undiscounted cash flows, in which case management must determine the fair value of the underlying asset. No such impairment losses have been
recognized to date.
Revenue Recognition
Effective January 1, 2018, the Company adopted FASB ASC Topic 606, Revenue from Contracts with Customers (“ASC Topic 606”). The Company did
not generate any product related revenue prior to January 1, 2020, and therefore the adoption of ASC Topic 606 did not have an impact to the
Company’s financial statements for any prior periods. In accordance with ASC Topic 606, the Company recognizes revenue when the customer obtains
control of a promised good or service, in an amount that reflects the consideration that the Company expects to receive in exchange for the good or
service. The reported results for the three and six months ended June 30, 2020 reflect the application of ASC Topic 606.
To determine revenue recognition for arrangements that the Company determines are within the scope of ASC Topic 606, the Company performs the
following five steps: (i) identify the contract(s) with a customer, (ii) identify the performance obligations in the contract, (iii) determine the transaction
price, (iv) allocate the transaction price to the performance obligations in the contract, and (v) recognize revenue when (or as) the entity satisfies a
performance obligation. The Company only applies the five-step model to arrangements that meet the definition of a contract under ASC Topic 606,
including when it is probable that the Company will collect the consideration it is entitled to in exchange for the goods or services it transfers to the
customer. At contract inception, once the contract is determined to be within the scope of ASC Topic 606, the Company assesses the goods or services
promised within each contract and determines those that are performance obligations and assesses whether each promised good or service is distinct.
The Company then recognizes as revenue the amount of the transaction price that is allocated to the respective performance obligation when (or as) the
performance obligation is satisfied. For a complete discussion of accounting for product sales, see Product Sales, net (below).
To date, the Company’s only source of product sales has been from sales of CAPLYTA in the U.S., which it began shipping to customers in March 2020.
Product Sales, net
The Company sells CAPLYTA to a limited number of customers which include a number of national and select regional distributors. These customers
subsequently resell the Company’s products to specialty pharmacy providers, as well as other retail pharmacies and certain medical centers or hospitals.
In addition to distribution agreements with customers, the Company enters into arrangements with health care providers and payers that provide for
government mandated and/or privately negotiated rebates, chargebacks, and discounts with respect to the purchase of the Company’s products. The
Company recognizes revenue on product sales when the Customer obtains control of the Company’s product, which occurs at a point in time (upon
delivery). Product revenues are recorded net of applicable reserves for variable consideration, including discounts and allowances. If taxes should be
collected from customers relating to product sales and remitted to governmental authorities, they will be excluded from revenue.
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Reserves for Variable Consideration
Revenues are calculated based on the wholesale acquisition cost that the Company charges to distributors for CAPLYTA less variable consideration for
which reserves are established. Components of variable consideration may include trade discounts and allowances, product returns, provider
chargebacks and discounts, government rebates, payer rebates, and other incentives, such as voluntary patient assistance, and other allowances that are
offered within contracts between the Company and its customers, payers, and other indirect customers relating to the Company’s sales of its product.
These reserves, as detailed below, are based on the amounts earned, or to be claimed on the related sales, include estimates that take into consideration a
range of possible outcomes which are either considered more likely or probability-weighted in accordance with the expected value method in ASC Topic
606 for relevant factors such as current contractual and statutory requirements, specific known market events and trends, forecasted customer buying
and payment patterns. The Company’s estimates regarding the payer mix for CAPLYTA and historical industry information regarding the payer mix for
comparable pharmaceutical products and product portfolios, in particular, historical information related to similar products in their initial launch stages.
Overall, these reserves reflect the Company’s best estimates of the amount of consideration to which it is entitled based on the terms of the respective
underlying contracts after considering whether revenue should be constrained under ASC 606.
The amount of variable consideration which is included in the transaction price may be constrained, and is included in the net sales price only to the
extent that it is probable that a significant reversal in the amount of the cumulative revenue recognized under the contract will not occur in a future
period. The Company’s analyses also contemplated application of the constraint in accordance with the guidance, under which it determined a material
reversal of revenue would not occur in a future period for the estimates detailed below as of June 30, 2020 and, therefore, the transaction price was not
reduced further during the three and six months ended June 30, 2020. Actual amounts of consideration ultimately received may differ from the
Company’s estimates. If actual results in the future vary from the Company’s estimates, the Company will adjust these estimates, which would affect net
product sales and earnings in the period such variances become known.
Trade Discounts and Allowances— The Company generally provides customers with discounts which include incentive fees that are explicitly stated in
the Company’s contracts and are recorded as a reduction of revenue in the period the related product revenue is recognized. In addition, the Company
compensates (through trade discounts and allowances) its customers for sales order management, data, and distribution services. However, the Company
has determined such services received to date are not distinct from the Company’s sale of products to the Customer and, therefore, these payments have
been recorded as a reduction of net sales within the condensed consolidated statements of operations through June 30, 2020, as well as a reduction to
trade receivables, net on the condensed consolidated balance sheets.
Product Returns— Consistent with industry practice, the Company generally offers customers a limited right of return for product that has been
purchased from the Company based on the product’s expiration date, which lapses upon shipment to a patient. The Company estimates the amount of its
product sales that may be returned by its customers and records this estimate as a reduction of revenue in the period the related product revenue is
recognized, as well as accrued expenses and other current liabilities on the condensed consolidated balance sheets. The Company currently estimates
product return liabilities using available industry data and its own sales information, including its visibility into the inventory remaining in the
distribution channel. The Company has not received any returns to date.
Provider Chargebacks and Discounts— Chargebacks for fees and discounts to providers represent the estimated obligations resulting from contractual
commitments to sell products to qualified healthcare providers at prices lower than the list prices charged to customers who directly purchase the
product from the Company. Customers charge the Company for the difference between what they pay for the product and the ultimate selling price to
the qualified healthcare providers. These reserves are established in the same period that the related revenue is recognized, resulting in a reduction of
product revenue and accounts receivables, net. Chargeback amounts are generally determined at the time of resale to the qualified healthcare provider by
customers, and the Company generally issues credits for such amounts within a few weeks of the Customer’s notification to the Company of the resale.
Reserves for chargebacks consist of credits that the Company expects to issue for units that remain in the distribution channel inventories at each
reporting period-end that the Company expects will be sold to qualified healthcare providers, and chargebacks that customers have claimed, but for
which the Company has not yet issued a credit. For the three and six months ended June 30, 2020, these amounts were not significant.
Government Rebates— The Company is subject to discount obligations under state Medicaid and Medicare programs. These reserves are recorded in the
same period the related revenue is recognized, resulting in a reduction of product revenue and the establishment of a current liability which is included
in accrued expenses and other current liabilities on the condensed consolidated balance sheets. For Medicare, the Company also estimates the number of
patients in the prescription drug coverage gap for whom the Company will owe an additional liability under the Medicare Part D program. The
Company’s liability for these rebates consists of invoices received for claims from prior quarters that have not been paid or for which an invoice has not
yet been received, estimates of claims for the current quarter, and estimated future claims that will be made for product that has been recognized as
revenue, but which remains in the distribution channel inventories at the end of each reporting period.
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Payer Rebates— The Company contracts with certain private payer organizations, primarily insurance companies and pharmacy benefit managers, for
the payment of rebates with respect to utilization of its product. The Company estimates these rebates and records such estimates in the same period the
related revenue is recognized, resulting in a reduction of product revenue and the establishment of a current liability recorded as an accrued expenses
and other current liabilities on the condensed consolidated balance sheets.
Other Incentives— Other incentives which the Company offers include voluntary patient assistance programs, such as the co-pay assistance program,
which are intended to provide financial assistance to qualified commercially-insured patients with prescription drug co-payments required by payers.
The calculation of the accrual for co-pay assistance is based on an estimate of claims and the cost per claim that the Company expects to receive
associated with product that has been recognized as revenue but remains in the distribution channel inventories at the end of each reporting period. The
Company also has a voucher program whereby a patient can receive a prescription at no cost and whereby the Company reimburses the pharmacy for
100% of the sales price of the prescription. The Company estimates the number of claims through vouchers for product that is in the distribution channel
inventories and reduces recognized revenue accordingly.
The adjustments are recorded in the same period the related revenue is recognized, resulting in a reduction of product revenue and the establishment of a
current liability which is included as a component of accrued expenses and other current liabilities on the condensed consolidated balance sheets.
Chargebacks, discounts, fees, and returns are recorded as reductions of trade receivables, net on the condensed consolidated balance sheets. Government
and other rebates are recorded as a component of accrued expenses and other current liabilities on the condensed consolidated balance sheets.
Cost of Product Sales
Our cost of product sales relates to sales of CAPLYTA. Cost of product sales primarily includes product royalty fees, overhead, and direct costs
(inclusive of material, shipping, and manufacturing costs).
For the product royalty fees, the Company entered into an exclusive License Agreement with Bristol-Myers Squibb Company (“BMS”), for which the
Company is obliged to make tiered single digit percentage royalty payments ranging between 5 – 9% on sales of licensed products. The related royalties
are recorded within cost of product sales on the statement of operations.
Prior to FDA approval of CAPLYTA, the Company recorded $17.5 million of costs associated with the manufacturing of lumateperone as part of
research and development expenses between 2017 and 2019. From December 20, 2019, the date of approval of CAPLYTA, through December 31, 2019
there was no production and no inventory costs were incurred. Therefore, at December 31, 2019, no inventory costs had been capitalized. The cost of
product sales in the six months ended June 30, 2020 are lower than incurred because of previously expensed inventory.
Research and Development, Including Clinical Trial Expenses
Except for payments made in advance of services, the Company expenses its research and development costs as incurred. For payments made in
advance, the Company recognizes research and development expense as the services are rendered. Research and development costs primarily consist of
salaries and related expenses for personnel and resources and the costs of clinical trials. Other research and development expenses include preclinical
analytical testing, manufacturing of drug product for use in clinical and nonclinical trials, outside services, providers, materials and consulting fees.
Costs for certain development activities, such as clinical trials, are recognized based on an evaluation of the progress to completion of specific tasks
using data such as subject enrollment, clinical site activations or information provided to the Company by its vendors with respect to their actual costs
incurred, among other factors. Payments for these activities are based on the terms of the individual arrangements, which may differ from the pattern of
costs incurred, and are reflected in the financial statements as prepaid or accrued research and development expense, as the case may be.
As part of the process of preparing its financial statements, the Company is required to estimate its expenses resulting from its obligations under
contracts with vendors, clinical research organizations and consultants and under clinical site agreements in
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connection with conducting clinical trials. The financial terms of these contracts are subject to negotiations, which vary from contract to contract and
may result in payment flows that do not match the periods over which materials or services are provided under such contracts. The Company’s objective
is to reflect the appropriate clinical trial expenses in its financial statements by matching those expenses with the period in which services are performed
and efforts are expended. The Company accounts for these expenses according to the progress of the clinical trial as measured by subject progression
and the timing of various aspects of the trial. The Company determines accrual estimates through financial models taking into account various clinical
information provided by vendors and discussion with applicable personnel and external service providers as to the progress or state of consummation of
trials, or the services completed. During the course of a clinical trial, the Company adjusts its clinical expense recognition if actual results differ from its
estimates. The Company makes estimates of its accrued expenses as of each balance sheet date based on the facts and circumstances known to it at that
time. The Company’s clinical trial accruals are dependent upon the timely and accurate reporting of contract research organizations, clinical sites and
other third-party vendors. Although the Company does not expect its estimates to be materially different from amounts actually incurred, its
understanding of the status and timing of services performed relative to the actual status and timing of services performed may vary and may result in it
reporting amounts that are too high or too low for any particular period. For the quarter ending June 30, 2020 the Company recorded a change in
estimate of approximately $4.5 million of accrued expenses for clinical trials related to the first quarter of 2020 which resulted in an increase of clinical
trial expense in the quarter ending June 30, 2020. For the three and six months ended June 30, 2020 and 2019, there were no material adjustments to the
Company’s prior year estimates of accrued expenses for clinical trials.
Income Taxes
Income taxes are accounted for using the liability method. Deferred tax assets and liabilities are recognized for the future tax consequences attributable
to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply to taxable income in the year in which those temporary differences are expected to be
recovered or settled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment date. Valuation
allowances are established when necessary to reduce net deferred tax assets to the amount expected to be realized. Income tax expense is the tax payable
for the period and the change during the period in deferred tax assets and liabilities. The Company accounts for uncertain tax positions pursuant to ASC
Topic 740 (previously included in FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an Interpretation of FASB Statement
No. 109). Financial statement recognition of a tax position taken or expected to be taken in a tax return is determined based on a more-likely-than-not
threshold of that position being sustained. If the tax position meets this threshold, the benefit to be recognized is measured as the tax benefit having the
highest likelihood of being realized upon ultimate settlement with the taxing authority. The Company recognizes interest accrued related to
unrecognized tax benefits and penalties in the provision for income taxes.
The Company’s effective tax rate for the three and six months ended June 30, 2020 and 2019 was approximately 0%. This effective tax rate is
substantially lower than the U.S. statutory rate of 21% due to valuation allowances recorded on current year losses where the Company is not morelikely than not to recognize a future tax benefit.
On March 27, 2020, the United States enacted The Coronavirus Aid, Relief and Economic Security (CARES) Act which includes several significant
business tax provisions, of which the immediate relevance to the Company is the acceleration of refunds of previously generated corporate Alternative
Minimum Tax (“AMT”) credits. The CARES Act also adds an employee retention credit to encourage employers to maintain headcounts even if
employees cannot report to work because of issues related to the coronavirus, a temporary provision allowing companies to defer remitting to the
government the employee share of some payroll taxes, among other things. The Company reviewed the provisions and there was not a material tax
impact on its financial statements for the three and six months ended June 30, 2020. The Company did reclassify its deferred tax asset related to the
AMT tax credit carryforward of $265,000 to a current tax receivable in the first quarter of 2020 upon the filing of its tax return for year ended
December 31, 2019 and received the refund in July 2020.
Comprehensive Income (Loss)
All components of comprehensive income (loss), including net income (loss), are reported in the financial statements in the period in which they are
incurred. Comprehensive income (loss) is defined as the change in equity of a business enterprise during a period from transactions and other events and
circumstances from non-owner sources. In accordance with accounting guidance, the Company presents the impact of any unrealized gains or (losses)
on its investment securities in a separate statement of comprehensive income (loss) for each period.
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Share-Based Compensation
Share-based payments are accounted for in accordance with the provisions of ASC Topic 718, Compensation—Stock Compensation. The fair value of
share-based payments is estimated, on the date of grant, using the Black-Scholes-Merton option-pricing model (the “Black-Scholes model”). The
resulting fair value is recognized ratably over the requisite service period, which is generally the vesting period of the option.
For all awards granted with time based vesting conditions, expense is amortized using the straight-line attribution method. Share-based compensation
expense recognized in the statements of operations for the three and six months ended June 30, 2020 and 2019 accounts for forfeitures as they occur.
The Company utilizes the Black-Scholes model for estimating fair value of its stock options granted. Option valuation models, including the BlackScholes model, require the input of subjective assumptions, and changes in the assumptions used can materially affect the grant date fair value of an
award. These assumptions include the risk-free rate of interest, expected dividend yield, expected volatility and the expected life of the award.
Expected volatility rates for quarterly periods prior to December 31, 2019 were based on a combination of the historical volatility of the common stock
of comparable publicly traded entities and the limited historical information about the Company’s common stock. In the fourth quarter of 2019, expected
volatility rates are based entirely on the historical volatility of the Company’s common stock. The expected life of stock options is the period of time for
which the stock options are expected to be outstanding. Given the limited historical exercise data, the expected life is determined using the “simplified
method,” which defines expected life as the midpoint between the vesting date and the end of the contractual term.
The risk-free interest rates are based on the U.S. Treasury yield for a period consistent with the expected term of the option in effect at the time of the
grant. The Company has not paid dividends to its stockholders since its inception and does not plan to pay cash dividends in the foreseeable future.
Therefore, the Company has assumed an expected dividend rate of zero. For stock options granted, the exercise price was determined by using the
closing market price of the Company’s common stock on the date of grant.
A restricted stock unit (“RSU”) is a stock award that entitles the holder to receive shares of the Company’s common stock as the award vests. The fair
value of each RSU is based on the fair market value of the Company’s common stock on the date of grant. The Company has granted RSUs that vest in
three equal annual installments provided that the employee remains employed with the Company.
In the first quarter of each fiscal year beginning in 2016, the Company granted time based RSUs that vest in three equal annual installments. In the first
quarter of 2017, the Company granted performance-based RSUs, which vest based on the achievement of certain milestones that include (i) the
submission of a new drug application (“NDA”) to the FDA for lumateperone for the treatment of schizophrenia, (ii) the approval of the NDA by the
FDA (together, the “Milestone RSUs”) and (iii) the achievement of certain comparative shareholder returns against the Company’s peers (the “TSR
RSUs”). The Milestone RSUs related to the NDA submission were fully amortized on December 31, 2018. The NDA submission milestone was
achieved in the third quarter of 2018, so the Milestone RSUs related to the NDA submission vested on December 31, 2018. The Milestone RSU’s
related to the NDA approval was achieved in the fourth quarter of 2019, so the RSU’s vested on December 31, 2019. The Milestone RSUs related to the
approval of the NDA were fully amortized on December 31, 2019. The TSR RSUs were valued using the Monte Carlo Simulation method and were
amortized over the life of the RSUs based on the agreements which vested on January 24, 2020.
In the first quarter of 2020, the Company granted performance-based RSUs for 86,000 shares of common stock, which vest based on the achievement of
certain milestones that include (i) the approval of a planned NDA by the FDA and (ii) the achievement of certain comparative shareholder returns
against the Company’s peers (the “2020 TSR RSUs”). The 2020 TSR RSUs were valued using the Monte Carlo Simulation method and will be
amortized over the life of the RSUs based on the agreements.
Under ASC Topic 718, the cumulative amount of compensation cost recognized for instruments classified as equity that ordinarily would result in a
future tax deduction under existing tax law is considered to be a deductible difference in applying ASC Topic 740, Income Taxes. The deductible
temporary difference is based on the compensation cost recognized for financial reporting purposes; however, these provisions currently do not impact
the Company, as all the deferred tax assets have a full valuation allowance.
Since the Company has losses and also maintains a full valuation allowance to cover its deferred tax assets as of June 30, 2020 and 2019, excess tax
benefits, if any, recognized for the tax deductions related to share-based awards will add to the Company’s net operating loss deferred tax asset and
covered by valuation allowances.
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Equity instruments issued to non-employees for services are accounted for under the provisions of ASC Topic 718 and ASC Topic 505-50,
Equity/Equity-Based Payments to Non-Employees. Accordingly, the estimated fair value of the equity instrument is recorded on the earlier of the
performance commitment date or the date the required services are completed and are marked to market during the service period.
In June 2018, the Company’s stockholders approved the Company’s 2018 Equity Incentive Plan pursuant to which 4,750,000 additional shares of
common stock were reserved for future equity grants. In May 2020, the Company’s stockholders approved the Company’s 2018 Amended and Restated
Equity Incentive Plan pursuant to which 6,500,000 additional shares of common stock were reserved for future equity grants.
In December 2019, the Company adopted the Intra-Cellular Therapies, Inc. 2019 Inducement Award Plan (the “2019 Inducement Plan”) without
stockholder approval pursuant to Rule 5635(c)(4) of the Nasdaq Listing Rules. Pursuant to the 2019 Inducement Plan, the Company may grant stock
options, RSUs, stock awards and other stock-based awards for up to a total of 1,000,000 shares of common stock to new employees of the Company. As
of June 30, 2020, stock options and RSUs for 314,138 shares have been granted under the 2019 Inducement Plan. The Company does not intend to make
additional grants under the 2019 Inducement Plan.
Loss Per Share
Basic net loss per common share is determined by dividing the net loss by the weighted-average number of common shares outstanding during the
period, without consideration of common stock equivalents. Diluted net loss per share is computed by dividing the net loss by the weighted-average
number of common stock equivalents outstanding for the period. The treasury stock method is used to determine the dilutive effect of the Company’s
stock option grants and RSUs.
The following awards were excluded in the calculation of diluted loss per share because their effect could be anti-dilutive as applied to the loss from
operations for the three and six months ended June 30, 2020 and 2019:
Three and Six Months Ended
June 30,
2020
2019

Stock options
RSUs
TSR RSUs

6,151,894
1,687,293
86,044

6,406,209
1,296,266
136,576

Recently Issued Accounting Standards
In June 2016, the FASB issued ASU No. 2016-13, “Financial Instruments – Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments” (“ASU 2016-13”). This guidance applies to all entities and impacts how entities account for credit losses for most financial assets and
other instruments. For available-for-sale debt securities, entities will be required to recognize an allowance for credit losses rather than a reduction to the
carrying value of the asset. For trade receivables, loans and held-to-maturity debt securities, entities will be required to estimate lifetime expected credit
losses. The Company adopted this standard on January 1, 2020. The Company evaluated the implications of the new standard, inclusive of the
applicable financial statement disclosures required, as well as to its internal controls, business processes, and accounting policies, noting there was no
significant impact to the financial statements as of January 1, 2020 and for the three and six month period ended June 30, 2020.
3. Inventory
Inventory consists of the following:
June 30,
2020

Raw materials
Work in process
Finished goods

$

—
1,791,905
543,137
$2,335,042
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Inventory acquired prior to receipt of the FDA approval on December 20, 2019 for CAPLYTA was expensed as research and development expense as
incurred. No inventory was produced from the FDA approval date through the end of 2019; therefore, no inventory was capitalized on the consolidated
balance sheet as of December 31, 2019.
4. Property and Equipment
Property and equipment consist of the following:
June 30,
2020

Computer equipment
Furniture and fixtures
Scientific equipment
Leasehold improvements

$

243,532
423,097
3,883,276
1,240,315
5,790,220
(3,789,533)
$ 2,000,687

Less accumulated depreciation

December 31,
2019

$

243,532
423,097
3,861,227
1,240,315
5,768,171
(3,508,431)
$ 2,259,740

Depreciation expense for the three and six months ended June 30, 2020 was $132,300 and $281,102, respectively, as compared to approximately
$105,056 and $206,409, respectively, for the three and six months ended June 30, 2019.
5. Right of Use Assets and Lease Liabilities
Real Estate Leases
In 2014, the Company entered into a long-term lease with a related party which, as amended, provides for a lease of useable laboratory and office space
located in New York, New York. A member of the Company’s board of directors is the Executive Chairman of the parent company to the landlord under
this lease. Concurrent with this lease, the Company entered into a license agreement to occupy certain vivarium related space in the same facility for the
same term and rent escalation provisions as the lease. This license has the primary characteristics of a lease and is characterized as a lease in accordance
with ASU 2016-02 for accounting purposes. In September 2018, the Company further amended the lease to obtain additional office space beginning
October 1, 2018 and to extend the term of the lease for previously acquired space. The lease, as amended, has a term of 14.3 years ending in May 2029.
In February 2019, the Company entered into a long-term lease for office space in Towson, Maryland beginning March 1, 2019. The lease has a term of
3.2 years ending in April 2022 and includes limited rent abatement and escalation provisions.
In adopting ASU 2016-02 as of January 1, 2019, the Company elected the package of practical expedients, which permit the Company not to reassess
under the new standard the historical lease classification. The Company made an accounting policy election to keep leases with an initial term of 12
months or less off of the condensed consolidated balance sheets. The Company also elected the lessee component election, allowing the Company to
account for the lease and non-lease components as a single lease component. In determining whether a contract contains a lease, asset and service
agreements are assessed at onset and upon modification for criteria of specifically identified assets, control and economic benefit. The Company
recognized those lease payments in the consolidated statements of operations on a straight-line basis over the lease term. The Company uses the rate
implicit in the contract whenever possible when determining the applicable discount rate. As the majority of the Company’s leases do not provide an
implicit rate, the Company uses its incremental borrowing rate based on the information available at the lease commencement date in determining the
present value of lease payments. On the lease commencement dates, the Company estimated the lease liabilities and the right of use assets at present
value using its applicable incremental borrowing rates of its two long-term leases of 7.2% for the Company’s Maryland lease of 3.2 years and 9.1% for
the Company’s New York leases of 14.3 years. On January 1, 2019, upon adoption of ASU 2016-02, the Company recorded right of use assets of
approximately $20.2 million, lease liabilities of $23.4 million and eliminated deferred rent of $3.2 million. At the execution of the Maryland lease in
2019, the Company recorded a right of use asset and a lease liability of $0.2 million, which represented a non-cash transaction.
Maturity analysis under the lease agreements are as follows:
Six months ending December 31, 2020
Year ending December 31, 2021
Year ending December 31, 2022
Year ending December 31, 2023
Year ending December 31, 2024

$1,680,706
3,448,323
3,491,166
3,566,466
3,675,196
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Thereafter
Total
Less: Present value discount
Total Lease liability
Less: Current portion
Long-term lease liabilities

17,627,040
33,488,897
(10,972,295)
22,516,602
(3,235,330)
$ 19,281,272

Lease expense for the three and six months ended June 30, 2020 was approximately $0.8 million and $1.6 million, respectively, as compared to
approximately $1.0 million and $1.8, respectively, for the three and six months ended June 30, 2019.
Vehicle Fleet Lease
On May 17, 2019, the Company entered into an agreement (the “Vehicle Lease”) with a company (the “Lessor”) to acquire motor vehicles for certain
employees. The Vehicle Lease provides for individual leases for the vehicles, which at each lease commencement was determined to qualify for
operating lease treatment. The Company began leasing vehicles under the Vehicle Lease in March 2020.
The contractual period of each lease is 12 months, followed by month-to-month renewal periods. The Company estimates the lease term for each vehicle
to be 30 months based on industry standards. The lease permits either party to terminate the lease at any time via written notice to the other party. The
Company neither acquires ownership of, nor has the option to purchase the vehicles at any time. The Company is required to maintain an irrevocable
$1.4 million letter of credit that the Lessor may draw upon in the event the Company defaults on the Vehicle Lease. The $1.4 million is recorded as
restricted cash on the condensed consolidated balance sheet.
The nature of the lease is one commonly referred to as “TRAC” lease, as it contains a terminal rental adjustment clause, or “TRAC” clause.” The TRAC
clause limits lessee exposure, or likelihood of having a variable lease payment due at lease termination. This variable lease payment amount would be
any difference between the vehicle stipulated (capitalized) cost and the sum of the reserve and net proceeds from disposal as described in the Vehicle
Lease. Further, the Lessor guarantees that the net proceeds will not be less than 20% of the vehicle capitalized cost in the first 12 months, and 30% of
the vehicle capitalized cost at the beginning of subsequent 12-month period increments.
Right of use asset and lease liability for the vehicle fleet lease were approximately $2.6 million and $2.6 million, respectively, as of June 30, 2020. The
vehicle leases entered into since March 2020 represent non-cash transactions. The total operating lease cost for the six months ended June 30, 2020 was
$160,341, which consists of the operating lease cost of $219,178 and a favorable variable lease benefit of $58,837. The operating cash outflows related
to vehicle fleet operating lease obligations for the six months ended June 30, 2020 were $160,341.
The following table presents the Vehicle Lease balances within the condensed consolidated balance sheet, weighted average remaining fleet lease term,
and the weighted average discount rates related to the Vehicle Lease as of June 30, 2020:
Lease Assets and Liabilities – Fleet

Assets
Right of use assets, net

Liabilities
Current
Lease liabilities, short-term
Non-Current
Lease liabilities
Total lease liabilities
Weighted average remaining lease term
Weighted average discount rate
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Classification

June 30, 2020

Operating lease right of use assets

$ 2,615,559
$ 2,615,559

Operating lease liabilities

$

Non-current operating lease liabilities

1,876,969
$ 2,615,559
2.3 years
2.38%

738,590
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The following table presents the maturity of the Company’s fleet lease liability as of June 30, 2020:
Time Period
Six months ending December 31, 2020
Year ending December 31, 2021
Year ending December 31, 2022
Year ending December 31, 2023
Year ending December 31, 2024
Thereafter
Total
Less: Present value discount
Total operating lease liabilities
Less: Current portion
Long-term lease liabilities

$ 395,587
791,176
1,521,164
—
—
—
2,707,927
(92,368)
2,615,559
(738,590)
$1,876,969

Right of use assets and lease liabilities for operating leases were approximately $20.3 million and $25.1 million, respectively, as of June 30, 2020.
6. Share-Based Compensation
On June 18, 2018, the Company’s stockholders approved the 2018 Equity Incentive Plan (the “2018 Plan”). The 2018 Plan provided for the granting of
stock-based awards, such as stock options, restricted common stock, RSUs and stock appreciation rights to employees, directors and consultants as
determined by the Board of Directors. On May 27, 2020, the Company’s stockholders approved the Amended and Restated 2018 Equity Incentive Plan
(the “2018 Amended Plan”), which amended and restated the 2018 Plan. The 2018 Amended Plan provides for the granting of up to 6,500,000
additional stock-based awards, such as stock options, restricted common stock, RSUs and stock appreciation rights to employees, directors and
consultants as determined by the Board of Directors. In December 2019, the Company adopted the 2019 Inducement Award Plan (the “2019 Inducement
Plan”) for the grant of equity awards of up to 1,000,000 shares of common stock to newly hired employees.
As of December 31, 2019, the total number of shares reserved under all equity plans was 11,287,390 and the Company had 2,208,317 shares available
for future issuance under the Amended 2018 Plan and the 2019 Inducement Plan. Stock options granted under the 2018 Plan and the 2019 Inducement
Plan may be either incentive stock options (“ISOs”) as defined by the Code, or non-qualified stock options. The Board of Directors determines who will
receive options, the vesting periods (which are generally one to three years) and the exercise prices of such options. Options have a maximum term of 10
years. The exercise price of ISOs granted under the Amended 2018 Plan and the 2019 Inducement Plan must be at least equal to the fair market value of
the common stock on the date of grant.
Total stock-based compensation expense related to all of the Company’s share-based awards, including stock options and RSUs to employees, directors
and consultants, recognized during the three and six months ended June 30, 2020 and 2019, was comprised of the following:
Three Months Ended June 30,
2020
2019

Inventoriable costs
Research and development
General and administrative
Total share-based compensation expense

$ 357,960
2,382,777
4,206,397
$ 6,947,134

$

—
2,353,936
2,633,488
$ 4,987,424

Six Months Ended June 30,
2020
2019

$

651,344
4,389,632
7,410,455
$12,451,431

$
—
$ 4,761,580
5,281,061
$10,042,641

The following table describes the weighted-average assumptions used for calculating the value of options granted during the six months ended June 30,
2020 and 2019:
Dividend yield
Expected volatility
Weighted-average risk-free interest rate
Expected term (in years)
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2020

2019

0%
91.6%-92.7%
1.31%
6.0

0%
83.7%-85.7%
2.33%
6.0
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Information regarding stock option awards under the 2019 Inducement Plan, including with respect to grants to employees as of June 30, 2020, and
changes during the three-month period then ended, are summarized as follows:

Outstanding at December 31, 2019
Options granted in 2020
Outstanding at June 30, 2020
Vested or expected to vest at
June 30, 2020
Exercisable at June 30, 2020

Number of
Shares

WeightedAverage
Exercise
Price

WeightedAverage
Contractual
Life

—
39,728
39,728

$
—
$ 17.18
$ 17.18

10.0 years
10.0 years

39,728

$ 17.18

—

$

—

Information regarding RSU awards under the 2019 Inducement Plan time and changes during the three-month period ended June 30, 2020 are
summarized as follows:
WeightedAverage
Exercise
Price

WeightedAverage
Contractual
Life

—
274,410
(7,222)
267,188

$
—
$ 16.01
$ 15.81
$ 16.01

10.0 years
10.0 years
10.0 years

267,188

$ 16.01

Number of
Shares

Outstanding at December 31, 2019
Time based RSUs granted in 2020
Time based RSUs cancelled in 2020
Outstanding at June 30, 2020
Vested or expected to vest at
June 30, 2020
Exercisable at June 30, 2020

—

$

—

As of June 30, 2020, the Company issued options and time based RSUs totaling 314,138 shares in the 2019 Inducement Plan. The Company does not
intend to issue any additional equity awards under the 2019 Inducement Plan.
Information regarding the stock options activity, including with respect to grants to employees, directors and consultants as of June 30, 2020, and
changes during the six-month period then ended, are summarized as follows:

Outstanding at December 31, 2019
Options granted
Options exercised
Options canceled or expired
Outstanding at June 30, 2020
Vested or expected to vest at
June 30, 2020
Exercisable at June 30, 2020

Number of
Shares

WeightedAverage
Exercise
Price

6,039,945
742,509
(526,908)
(143,380)
6,112,166

$
$
$
$
$

6,112,166

$ 17.92

3,753,550

$ 18.71

16.81
23.85
12.14
22.40
17.92

WeightedAverage
Contractual
Life

7.0 years
9.7 years
4.5 years
8.1 years
7.0 years

5.9 years

The fair value of the time based RSUs and the Milestone RSUs is based on the closing price of the Company’s common stock on the date of grant. The
fair value of the TSR RSUs was determined using the Monte Carlo simulation method.
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Information regarding the time based RSU activity and changes during the six-month period ended June 30, 2020 are summarized as follows:

Outstanding at December 31, 2019
Time based RSUs granted in 2020
Time based RSUs vested in 2020
Time based RSUs cancelled in 2020
Outstanding at June 30, 2020

Number of
Shares

Weighted-Average
Grant Date
Fair Value Per Share

1,268,679
728,596
(494,667)
(82,503)
1,420,105

$
$
$
$
$

13.60
23.04
13.77
16.54
18.64

WeightedAverage
Contractual
Life

1.7 years
2.9 years
1.1 years
1.6 years
2.1 years

Information related to the Company’s Milestone RSUs and TSR RSUs during the six-month period ended June 30, 2020 are summarized as follows:

Number of
Shares

Outstanding at December 31, 2019
Milestone RSUs and TSR RSUs
granted in 2020
Milestone RSUs and TSR RSUs
vested in 2020
Outstanding at June 30, 2020

Weighted-Average
Grant Date
Fair Value Per Share

WeightedAverage
Contractual
Life

67,080

$

17.08

0.2 years

86,044

$

32.56

2.9 years

(67,080)
86,044

$
$

17.08
32.56

0.2 years
2.9 years

The weighted average estimated fair value per share of the TSR RSUs granted in 2017 was $17.08, which was derived from a Monte Carlo simulation.
Significant assumptions utilized in estimating the value of the awards granted include an expected dividend yield of 0%, a risk free rate of 1.6%, and
expected volatility of 95.4%. The TSR RSUs granted in 2017 entitled the grantee to receive a number of shares of the Company’s common stock
determined over a three-year performance period ended and vested on December 31, 2019, provided the grantee remained in the service of the Company
on the settlement date. The Company expensed the cost of these awards ratably over the requisite service period. The number of shares for which the
TSR RSUs was settled was a percentage of shares for which the award was targeted and depended on the Company’s total shareholder return (as defined
below), expressed as a percentile ranking of the Company’s total shareholder return as compared to the Company’s peer group (as defined below). The
number of shares for which the TSR RSUs were settled varied depending on the level of achievement of the goal. Total shareholder return was
determined by dividing the average share value of the Company’s common stock over the 30 trading days preceding January 1, 2020 by the average
share value of the Company’s common stock over the 30 trading days beginning on January 1, 2017, with a deemed reinvestment of any dividends
declared during the performance period. The Company’s peer group included 223 companies that comprised the Nasdaq Biotechnology Index at
December 31, 2018, which was selected by the Compensation Committee of the Company’s Board of Directors and included a range of biotechnology
companies operating in several business segments.
The weighted average estimated fair value per share of the TSR RSUs granted in 2020 was $32.56, which was derived from a Monte Carlo simulation.
Significant assumptions utilized in estimating the value of the awards granted include an expected dividend yield of 0%, a risk free rate of 1.4%, and
expected volatility of 91.3%. The TSR RSUs granted in 2020 will entitle the grantee to receive a number of shares of the Company’s common stock
determined over a three-year performance period ending and vesting on December 31, 2022, provided the grantee remained in the service of the
Company on the settlement date. The Company is expensing the cost of these awards ratably over the requisite service period. The number of shares for
which the TSR RSUs will be settled is a percentage of shares for which the award is targeted and depends on the Company’s total shareholder return,
expressed as a percentile ranking of the Company’s total shareholder return as compared to the Company’s peer group, which is consistent with the TSR
RSUs granted in 2017. The number of shares for which the TSR RSUs will be settled will vary depending on the level of achievement of the goal. Total
shareholder return will be determined by dividing the average share value of the Company’s common stock over the 30 trading days preceding
January 1, 2023 by the average share value of the Company’s common stock over the 30 trading days beginning on January 1, 2020, with a deemed
reinvestment of any dividends declared during the performance period. The Company’s peer group included 223 companies that compromised the
Nasdaq Biotechnology Index at December 31, 2019.
The Company recognized non-cash stock-based compensation expense related to time based RSU’s for the three and six months ended June 30, 2020 of
approximately $3.3 million and $5.6 million, respectively, as compared to $1.9 million and $3.8 million for the three
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and six months ended June 30, 2019, respectively. Total expense for all RSUs, including the time based and performance based RSUs, is $3.4 million
and $5.9 million for the three and six months ended June 30, 2020, respectively, as compared to $2.1 million and $4.2 million for the three and six
months ended June 30, 2019, respectively. As of June 30, 2020, there was $25.2 million of unrecognized compensation costs related to unvested time
based RSUs. As of June 30, 2020, there was $1.0 million and $1.2 million of unrecognized compensation costs related to unvested Milestone RSUs and
TSR RSUs, respectively.
7. Collaborations and License Agreements
The Bristol-Myers Squibb License Agreement
On May 31, 2005, the Company entered into a worldwide, exclusive License Agreement with Bristol-Myers Squibb Company (“BMS”), pursuant to
which the Company holds a license to certain patents and know-how of BMS relating to lumateperone and other specified compounds. The agreement
was amended on November 3, 2010. The licensed rights are exclusive, except BMS retains rights in specified compounds in the fields of obesity,
diabetes, metabolic syndrome and cardiovascular disease. However, BMS has no right to use, develop or commercialize lumateperone and other
specified compounds in any field of use. The Company has the right to grant sublicenses of the rights conveyed by BMS. The Company is obliged under
the agreement to use commercially reasonable efforts to develop and commercialize the licensed technology. The Company is also prohibited from
engaging in the clinical development or commercialization of specified competitive compounds.
Under the agreement, the Company made an upfront payment of $1.0 million to BMS, a milestone payment of $1.25 million in December 2013, and a
milestone payment of $1.5 million in December 2014 following the initiation of the Company’s first Phase 3 clinical trial for lumateperone for patients
with exacerbated schizophrenia. Upon FDA acceptance of an NDA filing for lumateperone, the Company was obligated to pay BMS a $2.0 million
milestone payment, which was paid in January 2019. The FDA approved the NDA filing on December 23, 2019 and as a result the Company accrued an
additional milestone liability of $5.0 million in the fourth quarter of 2019 which was paid in January 2020. Possible milestone payments remaining total
$5.0 million. Under the agreement, the Company may be obliged to make other milestone payments to BMS for each licensed product of up to an
aggregate of approximately $14.75 million. The Company is also obliged to make tiered single digit percentage royalty payments ranging between 5 –
9% on sales of licensed products. The Company is obliged to pay to BMS a percentage of non-royalty payments made in consideration of any
sublicense.
The agreement extends, and royalties are payable, on a country-by-country and product-by-product basis, through the later of 10 years after first
commercial sale of a licensed product in such country, expiration of the last licensed patent covering a licensed product, its method of manufacture or
use, or the expiration of other government grants providing market exclusivity, subject to certain rights of the parties to terminate the agreement on the
occurrence of certain events. On termination of the agreement, the Company may be obliged to convey to BMS rights in developments relating to a
licensed compound or licensed product, including regulatory filings, research results and other intellectual property rights.
In September 2016, the Company transferred certain of its rights under the BMS agreement to its wholly owned subsidiary, ITI Limited. In connection
with the transfer, the Company guaranteed ITI Limited’s performance of its obligations under the BMS agreement. With the initial recognition of
product sales revenue in the first half of 2020, the Company accrued approximately $138,000 in royalties to satisfy its obligation under the BMS
agreement.
Item 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following in conjunction with our unaudited condensed consolidated financial statements and the related notes thereto that
appear elsewhere in this Quarterly Report on Form 10-Q and the audited consolidated financial statements and notes thereto and under the heading
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on Form 10-K filed on March 2,
2020. In addition to historical information, the following discussion and analysis includes forward-looking information that involves risks, uncertainties
and assumptions. Our actual results and the timing of events could differ materially from those anticipated by these forward-looking statements as a
result of many factors, including those discussed under “Risk Factors” in our Annual Report on Form 10-K filed on March 2, 2020, as updated from
time to time in our subsequent periodic and current reports filed with the SEC.
Overview
We are a biopharmaceutical company focused on the discovery, clinical development and commercialization of innovative, small molecule drugs
that address underserved medical needs primarily in neuropsychiatric and neurological disorders by targeting intracellular signaling mechanisms within
the central nervous system, or CNS. In December 2019 CAPLYTA (lumateperone) was
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approved by the FDA for the treatment of schizophrenia in adults (42mg/day) and we initiated the commercial launch of CAPLYTA in late March of
2020. In support of our commercialization efforts, we hired a national sales force consisting of approximately 240 sales representatives. As used in this
report, “CAPLYTA” refers to lumateperone approved by the FDA for the treatment of schizophrenia in adults, and “lumateperone” refers to, where
applicable, CAPLYTA as well as lumateperone for the treatment of indications beyond schizophrenia.
Lumateperone is also in Phase 3 clinical development as a novel treatment for bipolar depression. Our lumateperone bipolar depression Phase 3
clinical program currently consists of three monotherapy studies and one adjunctive study. In the first quarter of 2020 we initiated our third monotherapy
Phase 3 study, Study 403, evaluating lumateperone as monotherapy in the treatment of major depressive episodes associated with Bipolar I or Bipolar II
disorder. We anticipate reporting topline results from Study 403 in the second half of 2021. On July 8, 2019, we announced topline results from our first
monotherapy study, Study 401, conducted in the U.S., and our second monotherapy study, Study 404, conducted globally, evaluating lumateperone as
monotherapy in the treatment of major depressive episodes associated with Bipolar I or Bipolar II disorder. In Study 404, lumateperone 42 mg met the
primary endpoint for improvement in depression as measured by change from baseline versus placebo on the MADRS total score (p<0.0001; effect size
= 0.56). These benefits were statistically significant in both Bipolar I and Bipolar II patients. Study 404 also met its key secondary endpoint, Clinical
Global Impression Scale for Bipolar for Severity of Illness (CGI-BP-S) Total Score (p<0.001; effect size = 0.46). Study 401 tested two doses of
lumateperone, 42 mg and 28mg along with placebo. In this trial, neither dose of lumateperone met the primary endpoint of statistical separation from
placebo as measured by change from baseline on the MADRS total score. There was a high placebo response in this trial. Lumateperone was generally
well-tolerated in both bipolar depression studies, with a favorable safety profile. The rates of discontinuation due to treatment emergent adverse events
for both doses of lumateperone were low. Our global study evaluating adjunctive lumateperone in bipolar depression (Study 402) is ongoing and we
anticipate reporting topline results from this study by mid-September 2020. Subject to the results of Study 402 and our interactions with the FDA
regarding our bipolar depression program, in late 2020 or early 2021 we expect to submit a supplemental new drug application, or sNDA, to the FDA
for potential regulatory approval of lumateperone for the treatment of bipolar depression.
We are also pursuing clinical development of lumateperone for the treatment of additional CNS diseases and disorders. We believe lumateperone
may have utility for treating agitation, aggression and sleep disturbances in diseases that include dementia, Alzheimer’s disease, or AD, Huntington’s
disease and autism spectrum disorders. At a dose of 42 mg, lumateperone has been shown effective in treating the symptoms associated with
schizophrenia, and we believe this dose may merit further investigation for the treatment of bipolar disorder, depressive disorders and other
neuropsychiatric diseases.
Within the lumateperone portfolio, we are also developing a long-acting injectable formulation to provide more treatment options to patients
suffering from mental illness. We have completed the preclinical development of a long-acting injectable formulation and plan to initiate a Phase 1
clinical trial in 2020. Given the encouraging tolerability data to date with oral lumateperone, we believe that a long-acting injectable option, in
particular, may lend itself to being an important formulation choice for patients.
We may investigate the use of lumateperone, either on our own or with a partner, as a treatment for agitation, aggression and sleep disturbances in
additional diseases that include autism spectrum disorders, depressive disorder, intermittent explosive disorder, non-motor symptoms and motor
complications associated with Parkinson’s disease, and post-traumatic stress disorder. We hold exclusive, worldwide commercialization rights to
lumateperone and a family of compounds from Bristol-Myers Squibb Company pursuant to an exclusive license.
We have a second major program called ITI-002 that has yielded a portfolio of compounds that selectively inhibit the enzyme phosphodiesterase
type 1, or PDE1. PDE1 enzymes are highly active in multiple disease states and our PDE1 inhibitors are designed to reestablish normal function in these
disease states. Abnormal PDE1 activity is associated with cellular proliferation and activation of inflammatory cells. Our PDE1 inhibitors ameliorate
both of these effects in animal models. We intend to pursue the development of our phosphodiesterase, or PDE, program, for the treatment of several
CNS and non-CNS conditions with a focus on diseases where excessive PDE1 activity has been demonstrated and increased inflammation is an
important contributor to disease pathogenesis. Our potential disease targets include heart failure, immune system regulation, neurodegenerative diseases,
and other non-CNS disorders. ITI-214 is our lead compound in this program. We believe ITI-214 is the first compound in its class to successfully
advance into Phase 1 clinical trials. Following the favorable safety and tolerability results in our Phase 1 program, we initiated our development program
for ITI-214 for Parkinson’s disease and commenced patient enrollment in the third quarter of 2017 in a Phase 1/2 clinical trial of ITI-214 in patients with
Parkinson’s disease to evaluate safety and tolerability in this patient population, as well as motor and non-motor exploratory endpoints. In the fourth
quarter of 2018, we announced that the Phase 1/2 clinical trial of ITI-214 has been completed and topline results demonstrated ITI-214 was generally
well-tolerated with a favorable safety profile and clinical signs consistent with improvements in motor symptoms and dyskinesias. In addition, in the
second quarter of 2020 we announced topline results from Study ITI-214-104, a Phase 1/2 translational study of single ascending doses of ITI-214 in
patients with chronic systolic heart failure with reduced ejection fraction. In this study, ITI-214 improved cardiac output by increasing heart contractility
and decreasing vascular resistance. Agents that both increase heart contractility (inotropism) and decrease vascular resistance (vasodilation) are called
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inodilators. Inodilators in current clinical use are associated with the development of arrhythmias, which are abnormal heart rhythms that when serious
can impair heart function and lead to mortality. ITI-214, which acts through a novel mechanism of action, was not associated with arrhythmias in this
study and was generally well tolerated in all patients.
Our pipeline also includes programs that are focused on advancing drugs for symptomatic and disease modifying treatments for schizophrenia,
Parkinson’s disease, AD and other neuropsychiatric and neurodegenerative disorders. We have an ongoing early stage clinical program evaluating a new
molecule as a potential treatment for behavioral disturbances in patients with dementia. In addition, our ITI-333 development program is evaluating
ITI-333 as a potential treatment for substance use disorders, pain and psychiatric comorbidities including depression and anxiety. There is a pressing
need to develop new drugs to treat opioid addiction and safe, effective, non-addictive treatments to manage pain. We expect to initiate early phase
clinical studies with ITI-333 in 2020.
We have assembled a management team with significant industry experience to lead the discovery, development and potential commercialization
of our product candidates. We complement our management team with a group of scientific and clinical advisors that includes recognized experts in the
fields of schizophrenia and other CNS disorders.
Results of Operations
The following discussion summarizes the key factors our management believes are necessary for an understanding of our financial statements.
Revenues
Net revenues from product sales consist of sales of CAPLYTA, which was approved by the FDA on December 2019. We initiated the commercial
launch of CAPLYTA in late March 2020 and generated approximately $1.9 million and $2.8 million in net revenue from product sales for the three and
six months ended June 30, 2020, respectively. In addition, we had approximately $31,000 and $232,000 of grant revenues for the three and six months
ended June 30, 2020, respectively, compared to no grant revenue for the three and six months ended June 30, 2019. We have received and may continue
to receive grants from U.S. government agencies and foundations.
We do not expect any revenues that we may generate in the next several years to be significant enough to fund our operations.
Expenses
The process of researching, developing and commercializing drugs for human use is lengthy, unpredictable and subject to many risks. We are
unable with certainty to estimate either the costs or the timelines in which those costs will be incurred. The costs associated with the commercialization
of CAPLYTA will be substantial and will be incurred prior to our generating sufficient revenue to offset these costs. Costs for the clinical development
of lumateperone for the treatment of bipolar depression consumes and, together with our anticipated clinical development programs for depressive
disorders and ITI-214, will continue to consume a large portion of our current, as well as projected, resources. We intend to pursue other disease
indications that lumateperone may address, but there are significant costs associated with pursuing FDA approval for those indications, which would
include the cost of additional clinical trials.
Our ITI-002 program has a compound, ITI-214, in Phase 1/2 development. We intend to pursue the development of our PDE program, including
ITI-214 for the treatment of several CNS and non-CNS conditions, including cardiovascular disease. We have ongoing development programs for
ITI-214 for Parkinson’s disease and for the treatment of heart failure. Our other projects are still in the preclinical stages, and will require extensive
funding not only to complete preclinical testing, but to commence and complete clinical trials. Expenditures that we incur on these projects will be
subject to availability of funding in addition to the funding required for the advancement of lumateperone. Any failure or delay in the advancement of
lumateperone could require us to re-allocate resources from our other projects to the advancement of lumateperone, which could have a material adverse
impact on the advancement of these other projects and on our results of operations. Our operating expenses are comprised of (i) costs of product sales;
(ii) research and development expenses; (iii) general and administrative and (iv) selling expenses.
Costs of product sales are comprised of:
•

Direct costs of formulating, manufacturing and packaging drug product;

•

Overhead costs consisting of labor, customs, stock based compensation, shipping, outside inventory management and other miscellaneous
operating costs; and

•

Royalty payments on product sales.
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Research and development costs are comprised of:
•

internal recurring costs, such as costs relating to labor and fringe benefits, materials, supplies, facilities and maintenance; and

•

fees paid to external parties who provide us with contract services, such as pre-clinical testing, manufacturing and related testing, clinical
trial activities and license milestone payments.

General and administrative expenses are incurred in three major categories:
•

salaries and related benefit costs;

•

patent, legal, and professional costs; and

•

office and facilities overhead.

Selling expenses are incurred in three major categories:
•

salaries and related benefit costs of a dedicated sales force;

•

sales operation costs; and

•

marketing and promotion expenses.

Product sold through June 30, 2020 generally consisted of drug product that was previously charged to research and development expense prior to
FDA approval of CAPLYTA. Because the Company previously expensed drug product, the cost of drug product sold is lower than it would have been
and has a positive impact on our cost of product sales and related product gross margins for the three and six months ended June 30, 2020. The
Company’s reported cost of product sales as a percentage of product sales, net was 6.9% or approximately $129,000 for the three months ended June 30,
2020, and was 7.2% or approximately $198,000 for the six months ended June 30, 2020. Had direct and overhead costs not been previously recognized
into research and development expense, the percentage would have been 10.4% or approximately $195,000 for the three months ended June 30, 2020
and 11.8% or approximately $325,000 for the six months ended June 30, 2020.
We will expect to continue to have this favorable impact on cost of product sales and related product gross margins until our sales of CAPLYTA
include drug product that is manufactured after the FDA approval. We are currently unable to estimate how long it will be until we begin selling product
manufactured post FDA approval.
We expect that research and development expenses will increase moderately as we proceed with our Phase 3 clinical trials of lumateperone for the
treatment of bipolar depression and depressive disorders, other clinical trials, increased manufacturing of drug product for clinical trials and pre-clinical
development activities. We also expect that our selling, general and administrative costs will increase from prior periods primarily due to costs
associated with building and maintaining infrastructure and promotional activities to support the commercial sales of CAPLYTA, which will include
hiring additional personnel and increasing technological capabilities. On September 28, 2018, we signed a lease with a related party to acquire 15,534
square feet of additional office space in our current headquarters facility. We granted options to purchase 1,833,102 shares of our common stock in 2019
and have granted options to purchase an additional 782,237 shares of our common stock in the six months ended June 30, 2020. We also granted time
based restricted stock units, or RSUs, for 950,449 shares of our common stock in 2019 and time based RSUs for 1,003,006 shares of our common stock
in the six months ended June 30, 2020. We will recognize expense associated with these RSUs and options over three years in both research and
development expenses and general and administrative expenses. In the first quarter of 2017, we also granted performance based RSUs, which vest based
on the achievement of certain milestones that include (i) the submission of an NDA with the FDA, (ii) the approval of the NDA by the FDA, or the
Milestone RSUs, and (iii) the achievement of certain comparative shareholder returns against our peers, or the TSR RSUs. The Milestone RSUs were
valued at the closing price on March 8, 2017. The RSUs related to the NDA submission were amortized through December 31, 2018 based on the
probable vesting date. The NDA submission milestone was achieved in the third quarter of 2018. The Milestone RSUs related to the NDA submission
vested on December 31, 2018. The NDA approval milestone was achieved in the fourth quarter of 2019. The Milestone RSUs related to the NDA
approval vested on December 31, 2019. The TSR RSUs were valued using the Monte Carlo simulation method and were amortized over the life of the
RSU’s which vested on January 24, 2020. In the first quarter of 2020, we also granted performance based RSUs, which vest based on the achievement of
certain milestones that include (i) the approval of a planned NDA by the FDA, or the 2020 Milestone RSUs, and (ii) the achievement of certain
comparative shareholder returns against our peers, or the 2020 TSR RSUs. The 2020 Milestone RSUs were valued at the closing price on February 18,
2020. The 2020 TSR RSUs were valued using the Monte Carlo simulation method. We expect to continue to grant stock options and other stock-based
awards in the future, which with our growing employee base will increase our stock-based compensation expense in future periods.
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The following table sets forth our revenues, operating expenses, interest income and income tax expense for the three and six month periods ended
June 30, 2020 and 2019 (in thousands):
For the Three Months
Ended June 30,
2020
2019
(Unaudited)

Revenues
Product sales, net
Grant revenue
Total revenues, net
Expenses
Cost of product sales
Research and development
General and administrative
Total costs and expenses
Loss from operations
Interest income
Income tax expense
Net loss

$ 1,876
31
1,907

$

—
—
—

For the Six Months
Ended June 30,
2020
2019
(Unaudited)

$

2,758
232
2,990

$

—
—
—

129
—
198
—
25,205
23,728
41,208
48,719
41,446
15,443
75,542
27,148
66,780
39,171
116,948
75,867
(64,873) (39,171) (113,958) (75,867)
1,160
1,732
2,838
3,592
—
(2)
(3)
(2)
$(63,713) $(37,441) $ (111,123) $(72,277)

Comparison of Three and Six Month Periods Ended June 30, 2020 and June 30, 2019
Revenues
Revenues for the three and six months ended June 30, 2020 were approximately $1.9 million and $3.0 million, respectively, compared to $0 for
the comparable periods in 2019. Net product sales were approximately $1.9 million and $2.8 million for the three and six months ended June 30, 2020,
respectively, and were comprised of sales of CAPYLTA, which was approved by the FDA on December 20, 2019 and became available to wholesalers
in March 2020. No similar net product sales were recognized during the three and six months ended June 30, 2019. In addition, revenue from a
government grant was approximately $31,000 and $232,000 for the three and six months ended June 30, 2020, respectively.
Cost of Product Sales
Cost of product sales was approximately $129,000 for the three months ended June 30, 2020. Cost of product sales consisted primarily of product
royalty fees, overhead and minimal direct costs. Product sold during the three months ended June 30, 2020 generally consisted of drug product that was
previously charged to research and development expense prior to FDA approval of CAPLYTA. This minimal cost drug product had a positive impact on
our cost of product sales and related product gross margins for the three months ended June 30, 2020. No similar cost of product sales was recognized
during the three months ended June 30, 2019.
Cost of product sales was approximately $198,000 for the six months ended June 30, 2020. Cost of product sales consisted primarily of product
royalty fees, overhead and minimal direct costs. Product sold during the six months ended June 30, 2020 generally consisted of drug product that was
previously charged to research and development expense prior to FDA approval of
CAPLYTA. This minimal cost drug product had a positive impact on our cost of product sales and related product gross margins for the six months
ended June 30, 2020. No similar cost of product sales was recognized during the six months ended June 30, 2019.
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We will continue to have a lower cost of product sales that excludes the cost of the drug product that was incurred prior to FDA approval until our
sales of CAPLYTA include drug product that is manufactured after the FDA approval. We expect that this will be the case for the near-term and as a
result, our cost of product sales will be less than we anticipate it will be in future periods.
Research and Development Expenses
The following tables set forth our research and development expenses for the three and six month periods ended June 30, 2020 and 2019 (in
thousands):
Three Months Ended June 30,
2020
2019

External costs
Internal costs
Total research and development expenses

$

18,075
7,130
25,205

$

16,127
7,601
23,728

Three Months Ended June 30,
2020
2019

Lumateperone costs
Manufacturing costs
Stock based compensation
Other projects and overhead
Total research and development expenses

$
26

18,998
621
2,741
2,845
25,205

$

14,350
5,999
2,354
1,025
23,728

Six Months Ended June 30,
2020
2019

27,081
14,127
$ 41,208

$

33,930
14,789
48,719

Six Months Ended June 30,
2020
2019

26,043
3,294
5,041
6,830
$ 41,208

$

21,767
11,859
4,762
10,331
48,719
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Research and development expenses increased to $25.2 million for the three month period ended June 30, 2020 as compared to $23.7 million for
the three month period ended June 30, 2019, representing an increase of approximately 6%. This increase is due primarily to an increase of
approximately $9.2 million of lumateperone clinical costs and an increase of approximately $0.6 million in stock compensation expense and overhead
expenses. This increase is offset by a decrease of approximately $5.3 million of lumateperone manufacturing costs, a decrease of approximately
$3.0 million of costs for lumateperone non-clinical efforts. For the quarter ending June 30, 2020 the Company recorded a change in estimate of
approximately $4.5 million of accrued expenses for clinical trials related to the first quarter of 2020 which resulted in an increase of clinical trial
expense in the quarter ending June 30, 2020. Manufacturing costs decreased because production of lumateperone prior to FDA approval was expensed
and current production is now being capitalized. Internal costs decreased by approximately $0.4 million for the period due to lower travel and other
operating costs. Materially all of the research and development expense incurred for the three and six month periods ended June 30, 2020 and 2019
related to lumateperone.
Research and development expenses decreased to $41.2 million for the six month period ended June 30, 2020 as compared to $48.7 million for the
six month period ended June 30, 2019, representing a decrease of approximately 15%. This decrease is due primarily to a decrease of approximately
$8.5 million in manufacturing expense, and a decrease of approximately $3.5 million of non-lumateperone projects and overhead expenses and is offset
by approximately $4.5 million of costs associated with lumateperone clinical trials. Internal costs decreased by approximately $0.7 million for the period
due to lower bonus accrual, stock compensation expense, travel and other operating costs.
As development of lumateperone progresses, we anticipate costs for lumateperone to increase due primarily to ongoing and planned clinical trials
relating to our lumateperone programs in the next several years as we conduct Phase 3 and other clinical trials. We are also required to complete
non-clinical testing to obtain FDA approval and manufacture material needed for clinical trial use, which includes non-clinical testing of the drug
product and the creation of an inventory of drug product in anticipation of possible FDA approval. We received FDA approval on December 20, 2019
for lumateperone for the treatment for schizophrenia in adults.
We currently have several projects, in addition to lumateperone, that are in the research and development stages, including in the areas of
cognitive dysfunction and the treatment of neurodegenerative diseases, including AD, among others. We have used internal resources and incurred
expenses not only in relation to the development of lumateperone, but also in connection with these additional projects as well, including our PDE
program. We have not, however, reported these costs on a project-by-project basis, as these costs are broadly spread among these projects. The external
costs for these projects have been modest and are reflected in the amounts discussed in this section “—Research and Development Expenses.”
The research and development process necessary to develop a pharmaceutical product for commercialization is subject to extensive regulation by
numerous governmental authorities in the United States and other countries. This process typically takes years to complete and requires the expenditure
of substantial resources. The steps required before a drug may be marketed in the United States generally include the following:
•

completion of extensive pre-clinical laboratory tests, animal studies, and formulation studies in accordance with the FDA’s Good
Laboratory Practice, or GLP, regulations;

•

submission to the FDA of an Investigational New Drug application, or IND, for human clinical testing, which must become effective
before human clinical trials may begin;

•

performance of adequate and well-controlled human clinical trials to establish the safety and efficacy of the drug for each proposed
indication;

•

submission to the FDA of a New Drug Application, or NDA, after completion of all clinical trials;

•

satisfactory completion of an FDA pre-approval inspection of the manufacturing facility or facilities at which the active pharmaceutical
ingredient, or API, and finished drug product are produced and tested to assess compliance with current Good Manufacturing Practices, or
cGMPs;

•

satisfactory completion of FDA inspections of clinical trial sites to assure that data supporting the safety and effectiveness of product
candidates has been generated in compliance with Good Clinical Practices; and

•

FDA review and approval of the NDA prior to any commercial marketing or sale of the drug in the United States.

The successful development of our product candidates and the approval process requires substantial time, effort and financial resources, and is
uncertain and subject to a number of risks. We cannot be certain that any of our product candidates will prove to be safe and effective, will meet all of
the applicable regulatory requirements needed to receive and maintain marketing approval, or will be granted marketing approval on a timely basis, if at
all. Data from pre-clinical studies and clinical trials are susceptible to varying interpretations that could delay, limit or prevent regulatory approval or
could result in label warnings related to or recalls of approved products. We, the FDA, or other regulatory authorities may suspend clinical trials at any
time if we or they believe that the subjects
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participating in such trials are being exposed to unacceptable risks or if such regulatory agencies find deficiencies in the conduct of the trials or other
problems with our product candidates. Other risks associated with our product candidates are described in the section entitled “Risk Factors” in our
Annual Report on Form 10-K for the year ended December 31, 2019, as updated by the section entitled “Risk Factors” in this Quarterly Report on Form
10-Q and from time to time in our other periodic and current reports filed with the SEC.
Selling, General and Administrative Expenses
Selling, general and administrative costs for the three month period ended June 30, 2020 were $41.4 million as compared to $15.4 in the threemonth period ended June 30, 2019 which represents an increase of 168%. Below is a breakout of these expenses into selling and general administrative
costs for the periods.
General and administrative expenses were $13.1 million in the three month period ended June 30, 2020 as compared to $7.7 million for the same
period in 2019, an increase of 70%. This increase is due to increased stock compensation expense of $1.6 million, information technology costs of
$1.5 million, professional fees of $1.0 million, labor and bonus expense of $0.7 million, and the remainder on insurance, lease expense, and other
administrative expenses. Salaries, bonuses and related benefit costs for our general and administrative functions for the three months ended June 30,
2020 and 2019 constituted approximately 54% and 62%, respectively, of our general and administrative costs.
Selling costs were $28.4 million for the three month period ended June 30, 2020 as compared to pre-commercialization costs of $7.8 million in the
same period in 2019, or an increase of 265%. This increase is primarily due to an increase in sales related labor costs of $15.0 million and
commercialization and marketing costs of $5.8 million. Salaries, bonuses and related benefit costs for our sales and marketing functions for the three
months ended June 30, 2020 and 2019 constituted approximately 57% and 14%, respectively, of our selling costs. We expect selling, general and
administrative costs to increase moderately from the second quarter of 2020. We are expanding post approval marketing and market access efforts as
well as our administrative infrastructure.
Selling, general and administrative costs for the six month period ended June 30, 2020 were $75.5 million as compared to $27.1 in the six month
period ended June 30, 2019, which represents an increase of 178%.
General and administrative expenses for the six months ended June 30, 2020 were $26.3 million in 2020 as compared to $14.2 for the same period
in 2019, an increase of 85%. This increase is due to increased professional fees of $3.0 million, labor and bonus expense of $2.2 million, information
technology services of $3.1 million, stock compensation expense of $2.1 million, and the remainder on insurance, lease expense, and other
administrative expenses. Salaries, bonuses and related benefit costs for our general and administrative functions for the six months ended June 30, 2020
and 2019 constituted approximately 51% and 64%, respectively, of our general and administrative costs.
Selling costs were $49.2 million for the six month period ended June 30, 2020 as compared to pre-commercialization costs of $12.9 million in the
same period in 2019, or an increase of 281%. This increase is primarily due to an increase in sales related labor costs of $25.0 million and
commercialization costs of $10.3 million. Salaries, bonuses and related benefit costs for our sales and marketing functions for the six months ended
June 30, 2020 and 2019 constituted approximately 55% and 17%, respectively, of our selling costs.
We expect selling, general and administrative costs to increase moderately in the second half of 2020 as the onboarding of our sales force was
completed during the three months ended March 31, 2020 and we are expanding post approval marketing and market access efforts as well as our
administrative infrastructure.
Liquidity and Capital Resources
Through June 30, 2020, we provided funds for our operations by obtaining a total of approximately $1.2 billion of cash primarily through public
and private offerings of our common stock and other securities, grants from government agencies and foundations and payments received under a
terminated license and collaboration agreement. In the first half of 2020, we have collected $1.3 million from sales of product, which we believe will
increase going forward. We do not believe that grant revenue will be a significant source of funding in the near future.
On January 10, 2020, we completed a public offering of 10,000,000 shares of our common stock. All of the shares in the offering were sold by the
Company, with gross proceeds to the Company of $295.0 million and net proceeds of approximately $277.0 million, after deducting underwriting
discounts, commissions and offering expenses.
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In June 2020, we issued 230,000 shares of common stock under our at-the-market equity program generating $5.6 million in net proceeds which
was received in July 2020. In the third quarter of 2020, we have issued an additional 512,791 shares of common stock utilizing the at-the-market
program and received $12.3 million of net proceeds.
As of June 30, 2020, we had a total of approximately $409.2 million in cash and cash equivalents, available-for-sale investment securities and
restricted cash, and approximately $40.2 million of short-term liabilities consisting entirely of liabilities from operations, including approximately
$3.9 million of short-term lease obligations. In the six months ended June 30, 2020, we spent approximately $102.4 million in cash for operations and
equipment, not including an offset of $2.8 million of interest income and $1.3 million of collected product sales. The use of cash was primarily for
selling and marketing costs in connection with our commercial launch of CAPLYTA, conducting clinical trials and non-clinical testing, product
manufacturing, and funding recurring operating expenses.
Based on our current operating plans, we expect that our existing cash, cash equivalents and marketable securities will enable us to fund our
operating expenses and capital expenditure requirements for at least the next 12 months from the filing date of this quarterly report. During that time, we
expect that our expenses will increase substantially due primarily to our commercialization activities and related infrastructure expansion in connection
with the commercialization of CAPLYTA for the treatment of schizophrenia; the development of lumateperone in our late stage clinical programs; the
development of our other product candidates, including ITI-214; the continuation of manufacturing activities for anticipated future sales of product and
in connection with the development of lumateperone; and general operations.
For the remainder of the year 2020, we expect to spend up to $165 million primarily related to the marketing and commercialization of
CAPLYTA, lumateperone clinical development including clinical trial conduct, regulatory activities, manufacturing, expansion of our administrative
infrastructure and other development activities. Our other development activities will include efforts related to our ITI-214 and ITI-333 programs,
among others. However, the COVID-19 pandemic may negatively impact our commercialization of CAPLYTA, our ability to complete our ongoing or
planned preclinical and clinical trials, our ability to obtain approval of any product candidates from the FDA or other regulatory authorities, and our
workforce and therefore our research, development and commercialization activities. This may ultimately have a material adverse effect on our liquidity,
although we are unable to make any prediction with certainty given the rapidly changing nature of the pandemic and governmental and other responses
to it.
We will require significant additional financing in the future to continue to fund our operations. We believe that we have the funding in place to
commercialize CAPLYTA in patients with schizophrenia. With our existing cash, cash equivalents and available-for-sale investment securities, we
believe that we have the funds to complete our ongoing clinical trials of lumateperone in bipolar disorder as a monotherapy and as an adjunctive therapy
with lithium or valproate. We also plan to fund additional clinical trials of lumateperone for the treatment of depressive disorders and other
CNS disorders; preclinical and clinical development of our ITI-007 long acting injectable development program; additional clinical trials of
lumateperone; continued clinical development of our PDE program, including ITI-214; research and preclinical development of our other product
candidates; and the continuation of manufacturing activities in connection with the development of lumateperone. We anticipate requiring additional
funds for further development of lumateperone in patients with bipolar disorder, depressive disorders and other indications, and for development of our
other product candidates. We have incurred losses in every year since inception with the exception of 2011, when we received an up-front fee and a
milestone payment related to a license agreement that has been terminated. These losses have resulted in significant cash used in operations. For the
six months ended June 30, 2020, we used net cash in operating activities and purchases of equipment of approximately $102.4 million. This total does
not include an offset for $2.8 million of interest income received and $1.3 million from product sales. While we have several research and development
programs underway, the lumateperone program has advanced the furthest and will continue to consume increasing amounts of cash for conducting
clinical trials and the testing and manufacturing of product material. As we continue to conduct the activities necessary to pursue FDA approval of
lumateperone beyond schizophrenia and our other product candidates, as well as commercialization efforts, we expect the amount of cash to be used to
fund operations to increase over the next several years.
We seek to balance the level of cash, cash equivalents and investments on hand with our projected needs and to allow us to withstand periods of
uncertainty relative to the availability of funding on favorable terms. Until we can generate significant revenues from operations, we will need to satisfy
our future cash needs through public or private sales of our equity securities, sales of debt securities, incurrence of debt from commercial lenders,
strategic collaborations, licensing a portion or all of our product candidates and technology and, to a lesser extent, grant funding. On August 30, 2019,
we filed a universal shelf registration statement on Form S-3, which was declared effective by the SEC on September 12, 2019, on which we registered
for sale up to $350 million of any combination of our common stock, preferred stock, debt securities, warrants, rights and/or units from time to time and
at prices and on terms that we may determine, which includes up to $75 million of common stock that we may issue and sell from time to time, through
SVB Leerink LLC acting as our sales agent, pursuant to the sale agreement that we entered into with SVB Leerink on August 29, 2019 for our
“at-the-market” equity program. In the quarter ended June 30, 2020, we issued 230,000 shares of common stock under our “at-the-market” equity
program which resulted in our receiving net proceeds of $5.6 million in July 2020. Subsequent to the quarter ended June 30, 2020, we issued an
additional 512,791 shares of common
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stock under our “at-the-market” equity program and received approximately $12.3 million of net proceeds. In addition, on January 6, 2020, we filed an
automatic shelf registration statement on Form S-3 with the SEC, which became effective upon filing, on which we registered for sale an unlimited
amount of any combination of its common stock, preferred stock, debt securities, warrants, rights, and/or units from time to time and at prices and on
terms that we may determine, so long as we continue to satisfy the requirements of a “well-known seasoned issuer” under SEC rules. These registration
statements will remain in effect for up to three years from the respective dates they became effective.
We cannot be sure that future funding will be available to us when we need it on terms that are acceptable to us, or at all. We sell securities and
incur debt when the terms of such transactions are deemed favorable to us and as necessary to fund our current and projected cash needs. The amount of
funding we raise through sales of our common stock or other securities depends on many factors, including, but not limited to, the magnitude of sales of
CAPLYTA, the status and progress of our product development programs, projected cash needs, availability of funding from other sources, our stock
price and the status of the capital markets. Due to the volatile nature of the financial markets, equity and debt financing may be difficult to obtain.
Additionally, the continued spread of COVID-19 and uncertain market conditions may limit our ability to access any financing. In addition, any
unfavorable results in the commercialization of CAPLYTA and unfavorable development or delay in the progress of our lumateperone program could
have a material adverse impact on our ability to raise additional capital.
To the extent that we raise additional capital through the sale of equity or convertible debt securities, the ownership interest of our existing
stockholders will be diluted, and the terms may include liquidation or other preferences that adversely affect the rights of our stockholders. Debt
financing, if available, may involve agreements that include covenants limiting or restricting our ability to take specific actions, such as incurring debt,
making capital expenditures or declaring dividends. If we raise additional funds through government or other third-party funding, marketing and
distribution arrangements or other collaborations, strategic alliances or licensing arrangements with third parties, we may have to relinquish valuable
rights to our technologies, future revenue streams, research programs or product candidates or to grant licenses on terms that may not be favorable to us.
If adequate funds are not available to us on a timely basis, we may be required to: (1) delay, limit, reduce or terminate pre-clinical studies, clinical
trials or other clinical development activities for one or more of our product candidates, including our lead product candidate lumateperone, ITI-214, and
our other product candidates; (2) delay, limit, reduce or terminate our discovery research or pre-clinical development activities; or (3) enter into licenses
or other arrangements with third parties on terms that may be unfavorable to us or sell, license or relinquish rights to develop or commercialize our
product candidates, technologies or intellectual property at an earlier stage of development and on less favorable terms than we would otherwise agree.
Our cash is maintained in checking accounts, money market accounts, money market mutual funds, U.S. government agency securities,
certificates of deposit, commercial paper, corporate notes and corporate bonds at major financial institutions. Due to the current low interest rates
available for these instruments, we are earning limited interest income. We do not expect interest income to be a significant source of funding over the
next several quarters. Our investment portfolio has not been adversely impacted by the problems in the credit markets that have existed over the last
several years, but there can be no assurance that our investment portfolio will not be adversely affected in the future.
In 2014, we entered into a long-term lease with a related party which, as amended, provided for a lease of 16,753 square feet of useable laboratory
and office space located at 430 East 29th Street, New York, New York 10016. Concurrent with this lease, we entered into a license agreement to occupy
certain vivarium related space in the same facility for the same term, rent and escalation provisions as the lease. This license has the primary
characteristics of a lease and is characterized as a lease in accordance with ASU 2016-02 for accounting purposes. In September 2018, we further
amended the lease to obtain an additional 15,534 square feet of office space beginning October 1, 2018 and to extend the term of the lease for previously
acquired space. The lease, as amended, has a term of 14.3 years ending in May 2029. In February 2019, we entered into a long-term lease for
3,164 square feet of office space in Towson, Maryland beginning March 1, 2019. The lease has a term of 3.2 years ending in April 2022. We anticipate
acquiring additional space in 2020 to accommodate our commercial and infrastructure expansion which could result in a moderate increase in facility
costs. On May 17, 2019, we entered into a vehicle fleet lease with a company to acquire motor vehicles for certain employees. The vehicle fleet lease
provides for individual leases for the vehicles, which at each lease commencement was determined to qualify for operating lease treatment. We began
leasing vehicles under the vehicle fleet lease in March 2020.
Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements.
30

Table of Contents

Critical Accounting Policies and Estimates
Our critical accounting policies are those policies which require the most significant judgments and estimates in the preparation of our condensed
consolidated financial statements. We evaluate our estimates, judgments, and assumptions on an ongoing basis. Actual results may differ from these
estimates under different assumptions or conditions. A summary of our critical accounting policies is presented in Part II, Item 7, of our Annual Report
on Form 10-K for the year ended December 31, 2019 and Note 2 to our unaudited condensed consolidated financial statements included elsewhere in
this Quarterly Report on Form 10-Q. There have been no material changes to our critical accounting policies during the three and six months ended
June 30, 2020. With the launch of product sales during the first quarter of 2020, the accounting policy for revenue recognition, which was previously
developed, was implemented.
The discussion and analysis of our financial condition and results of operations are based on our financial statements, which have been prepared in
accordance with accounting principles generally accepted in the United States, or U.S. GAAP. The preparation of these financial statements requires
management to make estimates and assumptions that affect reported amounts of assets and liabilities as of the date of the balance sheet and reported
amounts of revenues and expenses for the periods presented. Judgments must also be made about the disclosure of contingent liabilities. We base our
estimates on historical experience and on various other assumptions that we believe to be reasonable under the circumstances. These estimates and
assumptions form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources.
Management makes estimates and exercises judgment in research and development, including clinical trial accruals. Actual results may differ from those
estimates and under different assumptions or conditions.
Recently Issued Accounting Pronouncements
We review new accounting standards to determine the expected financial impact, if any, that the adoption of each such standard will have. For the
recently issued accounting standards that we believe may have an impact on our financial statements, see “Recently Issued Accounting Standards” in
Note 2 to our unaudited condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q, and “Recently Issued
Accounting Standards” in Note 2 to our audited consolidated financial statements and “Recently Issued Accounting Pronouncements” in our Annual
Report on Form 10-K for the year ended December 31, 2019 filed on March 2, 2020.
Certain Factors That May Affect Future Results of Operations
The SEC encourages companies to disclose forward-looking information so that investors can better understand a company’s future prospects and
make informed investment decisions. This Quarterly Report on Form 10-Q contains such “forward-looking statements” within the meaning of the
Private Securities Litigation Reform Act of 1995. These statements involve known and unknown risks, uncertainties and other important factors which
may cause our actual results, performance or achievements to be materially different from any future results, performances or achievements expressed or
implied by the forward-looking statements. Forward-looking statements include, but are not limited to, statements about: the accuracy of our estimates
regarding expenses, future revenues, uses of cash, cash equivalents and investment securities, capital requirements and the need for additional financing;
our expectations regarding our commercialization of CAPLYTA, including the impact of COVID-19 on the commercialization of CAPLYTA and our
ability to adapt our approach as appropriate; the duration and severity of the COVID-19 pandemic and its impact on our business; the supply and
availability of and demand for our product, the initiation, cost, timing, progress and results of our development activities, non-clinical studies and
clinical trials; the timing of and our ability to obtain and maintain regulatory approval, or submit an application for regulatory approval, of lumateperone
and our other existing product candidates, any product candidates that we may develop, and any related restrictions, limitations, and/or warnings in the
label of any approved product candidates; our plans to research, develop and commercialize lumateperone and our other current and future product
candidates; the election by any collaborator to pursue research, development and commercialization activities; our ability to obtain future reimbursement
and/or milestone payments from our collaborators; our ability to attract collaborators with development, regulatory and commercialization expertise; our
ability to obtain and maintain intellectual property protection for our product candidates; our ability to successfully commercialize lumateperone and our
other product candidates; the performance of our third-party suppliers and manufacturers and our ability to obtain alternative sources of raw materials;
our ability to obtain additional financing; our use of the proceeds from our securities offerings; our exposure to investment risk, interest rate risk and
capital market risk; and our ability to attract and retain key scientific or management personnel.
Words such as “may,” “anticipate,” “estimate,” “expect,” “may,” “project,” “intend,” “plan,” “believe,” “potential,” “predict,” “project,” “likely,”
“will,” “would,” “could,” “should,” “continue” and words and terms of similar substance used in connection with any discussion of future operating or
financial performance, identify forward-looking statements. All forward-looking statements are management’s present expectations of future events and
are subject to a number of risks and uncertainties that could cause actual results to differ materially and adversely from those described in the forwardlooking statements. These risks include, but are not limited to, the following: there are no guarantees that CAPLYTA will be commercially successful;
we may encounter issues, delays or
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other challenges in commercializing CAPLYTA; the COVID-19 pandemic may negatively impact our commercial plans and sales for CAPLYTA; the
COVID-19 pandemic may negatively impact the conduct of, and the timing of enrollment, completion and reporting with respect to, our clinical trials,
whether CAPLYTA receives adequate reimbursement from third-party payers; the degree to which CAPLYTA receives acceptance from patients and
physicians for its approved indication; challenges associated with execution of our sales activities, which in each case could limit the potential of our
product; results achieved in CAPLYTA in the treatment of schizophrenia following commercialization may be different than observed in clinical trials,
and may vary among patients; any other impacts on our business as a result of or related to the COVID-19 pandemic; risks associated with our current
and planned clinical trials; we may encounter unexpected safety or tolerability issues with CAPLYTA for the treatment of schizophrenia or in ongoing or
future trials and other development activities; our other product candidates may not be successful or may take longer and be more costly than
anticipated; product candidates that appeared promising in earlier research and clinical trials may not demonstrate safety and/or efficacy in larger-scale
or later clinical trials; our proposals with respect to the regulatory path for our product candidates may not be acceptable to the FDA; our reliance on
collaborative partners and other third parties for development of our product candidates; and the other risk factors detailed under the heading “Risk
Factors” in our most recent Annual Report on Form 10-K, as updated under the heading “Risk Factors” from time to time in our subsequent periodic and
current reports filed with the SEC.
In light of these assumptions, risks and uncertainties, the results and events discussed in the forward-looking statements contained in this
Quarterly Report on Form 10-Q or in any document incorporated by reference might not occur. Stockholders are cautioned not to place undue reliance
on the forward-looking statements, which speak only as of the date of this Quarterly Report on Form 10-Q. We are not under any obligation, and we
expressly disclaim any obligation, to update or alter any forward-looking statements, whether as a result of new information, future events or otherwise.
All subsequent forward-looking statements attributable to the Company or to any person acting on its behalf are expressly qualified in their entirety by
the cautionary statements contained or referred to in this section.
Item 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Sensitivity. As of June 30, 2020, we had cash, cash equivalents and marketable securities of approximately $409.2 million consisting
of cash deposited in a highly rated financial institution in the United States, in a short-term U.S. Treasury money market fund, and in high-grade
corporate bonds and commercial paper. The primary objective of our investment activities is to preserve our capital for the purpose of funding
operations. We do not enter into investments for trading or speculative purposes. We believe that we do not have material exposure to high-risk
investments such as mortgage-backed securities, auction rate securities or other special investment vehicles within our money-market fund investments.
We believe that we do not have any material exposure to changes in fair value as a result of the recent changes in interest rates or through potential
changes in the credit worthiness of the issuers of our available-for-sale securities. We recognized an unrealized gain of approximately $1.3 million for
the six months ended June 30, 2020, compared to an unrealized gain of approximately $128,000 for the year ended of December 31, 2019. We have the
ability and plan to hold these investments to maturity. Declines in interest rates, however, would reduce future investment income.
Capital Market Risk. We currently have limited product revenues and depend on funds raised through other sources. One possible source of
funding is through further equity offerings. Our ability to raise funds in this manner depends upon capital market forces affecting our stock price.
Item 4.

CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures. Our principal executive officer and principal financial officer, after evaluating the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as
amended, or the Exchange Act) as of the end of the period covered by this Form 10-Q, have concluded that, based on such evaluation, our disclosure
controls and procedures were effective at a reasonable assurance level to ensure that information required to be disclosed by us in the reports that we file
or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and
is accumulated and communicated to our management, including our principal executive and principal financial officers, or persons performing similar
functions, as appropriate, to allow timely decisions regarding required disclosure.
(b) Changes in Internal Controls. Beginning January 1, 2020, we implemented ASU No. 2016-13, “Financial Instruments – Credit Losses (Topic
326): Measurement of Credit Losses on Financial Instruments” (“ASU 2016-13”). Although the adoption of the new accounting standard did not
materially impact our condensed consolidated balance sheet, statements of operations and cash flows as of and for the three months ended June 30,
2020, we did implement new internal control procedures to support the new accounting and reporting processes associated with adopting the guidance.
There were no other changes in our internal control over financial reporting identified in connection with the evaluation of such internal control that
occurred during the three months ended June 30, 2020 that have materially affected, or are 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 currently a party to any material legal proceedings.
Item 1A.

RISK FACTORS

Except as set forth below, there have been no material changes to the risk factors discussed in Item 1A. Risk Factors in our Annual Report on
Form 10-K for the year ended December 31, 2019, filed with the Securities and Exchange Commission on March 2, 2020.
The outbreak of the novel strain of coronavirus, SARS-CoV-2, or similar public health crises, could have a material adverse impact on our business,
financial condition and results of operations, including our commercial operations and sales, clinical trials and preclinical studies.
Public health crises, such as pandemics or similar outbreaks, could adversely impact our business. In December 2019, a novel strain of
coronavirus, SARS-CoV-2, which causes coronavirus disease 2019 (COVID-19), surfaced in Wuhan, China. Since then, SARS-CoV-2 and COVID-19
have spread to multiple countries, including the United States. The COVID-19 pandemic is evolving, and to date has led to the implementation of
various responses, including government-imposed quarantines, travel restrictions and other public health safety measures. In response to the spread of
SARS-CoV-2 and COVID-19, we have instructed the majority of our office-based employees to work from home. In connection with our commercial
launch of CAPLYTA, which is approved by U.S. Food and Drug Administration for the treatment of schizophrenia in adults, our commercial
organization and sales force and medical organization are having significantly reduced personal interactions with physicians and customers and
increasingly conduct promotional activities virtually, and elected to cease in-person interactions with physicians and customers entirely for some period
of time in the interest of employee and community safety. Even though certain of our sales force and medical organization have begun to have personal
interactions with physicians and customers, we may have to cease such personal interactions depending on the COVID-19 situation. In addition, the
COVID-19 situation has resulted in a decrease in the number of of patient visits to healthcare providers. As a result of the COVID-19 pandemic, or
similar pandemics, we may experience disruptions that could severely impact our business, including our ability to successfully commercialize our only
commercial product, CAPLYTA, in the U.S., and these disruptions could negatively impact our sales of CAPLYTA. Business interruptions from the
current or future pandemics may also adversely impact the third parties we rely on to sufficiently manufacture CAPYLTA and to produce our product
candidates in quantities we require, which may impair the commercialization and our research and development activities.
We are currently conducting clinical trials for our product candidates in many countries, including the United States, Europe and Russia and may
expand to other geographies. Timely enrollment of, completion of and reporting on our clinical trials is dependent upon these global clinical trial sites
which are, or in the future may be, adversely affected by the COVID-19 pandemic or other pandemics. Some factors from the COVID-19 pandemic that
have or may adversely affect the timing and conduct of our clinical trials and adversely impact our business generally, include but are not limited to
delays or difficulties in clinical site initiation, diversion of healthcare resources away from clinical trials to pandemic concerns, limitations on travel,
regulatory delays and supply chain disruptions.
The COVID-19 pandemic continues to rapidly evolve, and the severity and duration of the pandemic remain uncertain. The extent to which the
pandemic impacts our business, including our commercial results, clinical trials, and preclinical studies will depend on future developments, which are
highly uncertain.
Item 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Unregistered Sales of Equity Securities
Not applicable.
Issuer Purchases of Equity Securities
We did not repurchase any of our equity securities during the quarter ended June 30, 2019.
Item 3.

DEFAULTS UPON SENIOR SECURITIES

Not applicable.
Item 4.

MINE SAFETY DISCLOSURES

Not applicable.
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Item 5.

OTHER INFORMATION

Not applicable.
Item 6.
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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.
INTRA-CELLULAR THERAPIES, INC.
Date: August 10, 2020

By: /s/ Sharon Mates, Ph.D.
Sharon Mates, Ph.D.
Chairman, President and Chief Executive Officer

Date: August 10, 2020

By: /s/ Lawrence J. Hineline
Lawrence J. Hineline
Senior Vice President of Finance and Chief Financial Officer
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Exhibit 10.2
INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
OPTION GRANT NOTICE
Intra-Cellular Therapies, Inc. (the “Company”), pursuant to its Amended and Restated 2018 Equity Incentive Plan (the “Plan”), hereby grants to
Optionholder an option to purchase the number of shares of Common Stock set forth below (the “Option”). The Option is subject to all of the terms and
conditions set forth in this Option Grant Notice (“Notice”), in the Option Agreement and the Plan, both of which are attached to this Notice and
incorporated into this Notice in their entirety. Capitalized terms not explicitly defined in this Notice but defined in the Plan or the Option Agreement will
have the same definitions as in the Plan or the Option Agreement. If there is any conflict between the terms in this Notice and the Plan, the terms of the
Plan will control.
Optionholder:
Date of Grant:
Vesting Commencement Date:
Number of Shares Subject to Option:
Exercise Price (Per Share):
Total Exercise Price:
Expiration Date:
Type of Grant:

☐ Incentive Stock Option1

☐ Nonstatutory Stock Option

Vesting Schedule:

Subject to Section 1 of the Option Agreement, the Option will vest as follows:
[
].

Additional Terms/Acknowledgements: Optionholder acknowledges receipt of, and understands and agrees to, this Notice, the Option Agreement, the
Plan and the stock plan prospectus for the Plan. Optionholder acknowledges and agrees that this Notice and the Option Agreement may not be modified,
amended or revised except as provided in the Plan. Optionholder further acknowledges that as of the Date of Grant, this Notice, the Option Agreement,
and the Plan set forth the entire understanding between Optionholder and the Company regarding the Option and supersede all prior oral and written
agreements, promises and representations on that subject.
INTRA-CELLULAR THERAPIES, INC.:

OPTIONHOLDER:

By:
Signature
Title:
Date:

Signature
Date:

ATTACHMENTS: Option Agreement and Amended and Restated 2018 Equity Incentive Plan
1 If this is an Incentive Stock Option, it (plus other outstanding Incentive Stock Options) cannot be first exercisable for more than $100,000 in value

(measured by exercise price) in any calendar year. Any excess over $100,000 is a Nonstatutory Stock Option.

INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
OPTION AGREEMENT
(INCENTIVE STOCK OPTION OR NONSTATUTORY STOCK OPTION AS SET FORTH IN THE GRANT NOTICE)
Pursuant to your Option Grant Notice (the “Grant Notice”) and this Option Agreement, Intra-Cellular Therapies, Inc. (the “Company”) has
granted you an option under its Amended and Restated 2018 Equity Incentive Plan (the “Plan”) to purchase the number of shares of Common Stock
indicated in your Grant Notice at the exercise price indicated in your Grant Notice. The option is granted to you effective as of the date of grant set forth
in the Grant Notice (the “Date of Grant”). If there is any conflict between the terms in this Option Agreement and the Plan, the terms of the Plan will
control. Capitalized terms not explicitly defined in this Option Agreement or in the Grant Notice but defined in the Plan will have the same definitions
as in the Plan.
The details of your option, in addition to those set forth in the Grant Notice and the Plan, are as follows:
1. VESTING. Your option will vest as provided in your Grant Notice. Vesting will cease upon the termination of your Continuous Service and the
number of shares of Common Stock which are unvested as of such date shall be forfeited. Notwithstanding the foregoing, if (a) you are an Employee at
the level of Vice President or above at the time of a termination of your Continuous Service and, at any time within ninety (90) days prior to or twelve
(12) months following the effective date of a Change in Control (or such other period as is, or may be, set forth in an employment, severance or other
similar written agreement between you and the Company or any of its Affiliates), or (b) you are an Employee below the level of Vice President or a
Consultant at the time of a termination of your Continuous Service and, at any time within twelve (12) months following the effective date of a Change
in Control, your Continuous Service terminates by reason of (i) a resignation for Good Reason or (ii) an involuntary termination of your Continuous
Service without Cause (each, a “Qualifying Termination”), then any shares underlying this Option that have not become vested and that are outstanding
at the time of the Qualifying Termination (whether pursuant to this Option Agreement or other action of the Board or the Committee) shall become fully
vested and exercisable as of (x) the effective date of the Change in Control if your Qualifying Termination occurs prior to the effective date of the
Change in Control and (y) the date of such Qualifying Termination if your Qualifying Termination occurs on or after the effective date of the Change in
Control. In order to give effect to the intent of such accelerated vesting, if your Qualifying Termination occurs prior to the effective date of a Change in
Control, then notwithstanding anything to the contrary in this Option Agreement or the Plan, in no event will any portion of your option or this Option
Agreement be forfeited or terminate any earlier than the effective date of the Change in Control.
The following terms shall have the following meanings for purposes of this Section 1:
“Change in Control” means the occurrence of any of the following events: (i) any “Person” (as such term is used in Sections 13(d) and 14(d) of
the Exchange Act) becomes the “Beneficial Owner” (as defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the
Company representing 50% or more of the total voting power represented by the Company’s then outstanding voting securities (excluding for this
purpose any such voting securities held by the Company or its affiliates or by any employee benefit plan of the Company) pursuant to a
transaction or a series of related transactions; or (ii)(a) a merger or consolidation of the Company whether or not approved
1.

by the Board, other than a merger or consolidation which would result in the voting securities of the Company outstanding immediately prior
thereto continuing to represent (either by remaining outstanding or by being converted into voting securities of the surviving entity or the parent of
such corporation) more than 50% of the total voting power represented by the voting securities of the Company or such surviving entity or parent
of such corporation, as the case may be, outstanding immediately after such merger or consolidation; or (b) the sale or disposition by the Company
of all or substantially all of the Company’s assets in a transaction requiring stockholder approval.
“Good Reason” means the occurrence of (a) any event constituting “Good Reason” (or an analogous term) as set forth in any employment,
consulting, severance or other similar written agreement between you and the Company or any of its Affiliates and (b) any of the following events
without your consent: (i) if you are an Employee at the level of Vice President or above, a material reduction or change in job duties,
responsibilities or authority inconsistent with your position with the Company and your prior duties, responsibilities or authority immediately
prior to the Change in Control; (ii) for any Employee or Consultant, a relocation of your primary workplace by more than 25 miles; or (iii) for any
Employee or Consultant, a material reduction of your base compensation; provided, however, that any event described in clause (b) above shall
constitute Good Reason only if (x) you provide the Company with written notice specifying the event alleged to constitute Good Reason within 60
days following the first occurrence of such event, (y) the Company fails to cure such event within 30 days after the Company’s receipt from you of
such written notice, and (z) your termination of Continuous Service occurs within 30 days following the Company’s failure to cure such event
(and in no event later than 120 days following the first occurrence of such event).
2. NUMBER OF SHARES AND EXERCISE PRICE. The number of shares of Common Stock subject to your option and your exercise price per share
in your Grant Notice will be adjusted for Capitalization Adjustments as provided in the Plan.
3. METHOD OF PAYMENT. You must pay the full amount of the exercise price for the shares you wish to exercise. You may pay the exercise price
as follows:
(a) In cash or by check, bank draft or money order payable to the Company.
(b) Provided that at the time of exercise the Common Stock is publicly traded, pursuant to a program developed under Regulation T as
promulgated by the Federal Reserve Board that, prior to the issuance of Common Stock, results in either the receipt of cash or check by the
Company or the receipt of irrevocable instructions to pay the aggregate exercise price to the Company from the sales proceeds. This manner of
payment is also known as a “broker-assisted exercise,” “same day sale,” or “sell to cover.”
(c) Provided that at the time of exercise the Common Stock is publicly traded, by delivery to the Company (either by actual delivery or
attestation) of already-owned shares of Common Stock that are owned free and clear of any liens, claims, encumbrances or security interests, with
a Fair Market Value on the date of exercise that does not exceed the aggregate exercise price. You must pay any remaining balance of the
aggregate exercise price not satisfied by such delivery in cash or other permitted form of payment. “Delivery” for these purposes, in the sole
discretion of the Company at the time you exercise your option, will include delivery to the Company of your attestation of ownership of the
shares of
2.

Common Stock in a form the Company approves. You may not exercise your option by delivery to the Company of Common Stock if doing so
would violate the provisions of any law, regulation or agreement restricting the redemption of the Company’s stock.
(d) If this option is a Nonstatutory Stock Option, subject to the consent of the Board or Committee, as applicable, prior to exercise, by a “net
exercise” arrangement pursuant to which the Company will reduce the number of shares of Common Stock otherwise issuable to you upon
exercise of your option by the largest whole number of shares with a Fair Market Value on the date of exercise that does not exceed the aggregate
exercise price. You must pay any remaining balance of the aggregate exercise price not satisfied by the “net exercise” in cash or other permitted
form of payment.
4. WHOLE SHARES. You may exercise your option only for whole shares of Common Stock.
5. SECURITIES LAW COMPLIANCE. In no event may you exercise your option unless the shares of Common Stock issuable upon exercise are
then registered under the Securities Act or, if not registered, the Company has determined that your exercise and the issuance of the shares would be
exempt from the registration requirements of the Securities Act. The exercise of your option also must comply with all other applicable laws and
regulations governing your option, and you may not exercise your option if the Company determines that the exercise would not be in material
compliance with applicable laws and regulations.
6. TERM. The term of your option expires upon the earliest of the following:
(a) immediately upon notification to you of a termination of your Continuous Service for Cause;
(b) three months after the termination of your Continuous Service for any reason other than Cause, your Disability or your death, except as
otherwise provided in Sections 6(d) and 6(e) below; provided, however, that if during any part of such three month period your option is not
exercisable solely because doing so would violate the registration requirements under the Securities Act, your option will not expire until the
earlier of the Expiration Date or until it has been exercisable for an aggregate period of three months (which need not be consecutive) after the
termination of your Continuous Service; provided further, if during any part of such three month period, the sale of any Common Stock received
upon exercise of your option would violate the Company’s insider trading policy, then your option will not expire until the earlier of the
Expiration Date or until it has been exercisable for an aggregate period of three months (which need not be consecutive) after the termination of
your Continuous Service during which the sale of the Common Stock received upon exercise of your option would not be in violation of the
Company’s insider trading policy;
(c) twelve months after the termination of your Continuous Service due to your Disability, except as otherwise provided in Sections 6(d) and
6(e) below;
(d) eighteen months after your death if you die either (i) during your Continuous Service, (ii) within three months after the termination of
your Continuous Service for any reason other than Cause or your Disability, or (iii) within twelve months after the termination of your Continuous
Service due to your Disability, in each case except as otherwise provided in Section 6(e) below;
3.

(e) if your Qualifying Termination occurs prior to the effective date of a Change in Control, the later of the following (“the Qualifying
Termination Period”): (i) the period determined under Section 6(b), 6(c) or 6(d) above, as applicable, or (ii) one month after the effective date of
the Change in Control; provided, however, that if the Qualifying Termination Period is the one-month period after the effective date of the Change
in Control and you die during such Qualifying Termination Period, such Qualifying Termination Period will be extended until eighteen months
after your death; or
(f) the Expiration Date indicated in your Grant Notice.
If your option is an Incentive Stock Option, note that to obtain the federal income tax advantages associated with an Incentive Stock Option, the
Code requires that at all times beginning on the Date of Grant and ending on the day three months before the date you exercise your option, you must be
an employee of the Company or an Affiliate, except in the event of your death or your Disability. The Company has provided for extended exercisability
of your option under some circumstances for your benefit but cannot guarantee that your option will necessarily be treated as an Incentive Stock Option
if you continue to provide services to the Company or an Affiliate as a Consultant or Director after your employment terminates or if you otherwise
exercise your option more than three months after the date your employment with the Company or an Affiliate terminates.
7. EXERCISE.
(a) You may exercise the vested portion of your option during its term by (i) delivering a Notice of Exercise (in a form designated by the
Company) or making the required electronic election with the Company’s designated broker, and (ii) paying the exercise price and any applicable
withholding taxes to the Company’s Secretary, stock plan administrator, or such other person as the Company may designate, together with any
additional documents as the Company may then require.
(b) If your option is an Incentive Stock Option, by exercising your option, you agree that you will notify the Company in writing within 15
days after the date of any disposition of any of the shares of the Common Stock issued upon exercise of your option that occurs within two years
after the Date of Grant or within one year after the shares of Common Stock are transferred upon exercise of your option.
8. TRANSFERABILITY OF OPTION. Except as otherwise provided in this Section 8, your option is not transferable except by will or by the laws of
descent and distribution, and is exercisable during your life only by you.
(a) Domestic Relations Orders. Upon receiving written permission from the Board or its duly authorized designee, and provided that you
and the designated transferee enter into transfer and other agreements required by the Company, you may transfer your option pursuant to the
terms of a domestic relations order, official marital settlement agreement or other divorce or separation instrument as permitted by Treasury
Regulations Section 1.421-1(b)(2) that contains the information required by the Company to effectuate the transfer. You are encouraged to discuss
the proposed terms of any division of this option with the Company prior to finalizing the domestic relations order or marital settlement agreement
to help ensure the required information is contained within the domestic relations order or marital settlement agreement. If this option is an
Incentive Stock Option, this option may be deemed to be a Nonstatutory Stock Option as a result of the transfer.
4.

(b) Beneficiary Designation. Upon receiving written permission from the Board or its duly authorized designee, you may, by delivering
written notice to the Company in a form approved by the Company and any broker designated by the Company to handle option exercises,
designate a third party who, after your death, will be entitled to exercise the option and receive the Common Stock or other consideration resulting
from the exercise. In the absence of such a designation, in the event of your death, your executor or administrator of your estate will be entitled to
exercise the option and receive, on behalf of your estate, the Common Stock or other consideration resulting from such exercise.
9. OPTION NOT A SERVICE CONTRACT. Your option is not an employment or service contract, and nothing in your option will be deemed to
create in any way whatsoever any obligation on your part to continue in the service of the Company or an Affiliate, or of the Company or an Affiliate to
continue your service. In addition, nothing in your option will obligate the Company or an Affiliate, their respective stockholders, boards of directors,
officers or employees to continue any relationship that you might have as an Employee, Director or Consultant for the Company or an Affiliate.
10. WITHHOLDING OBLIGATIONS.
(a) At the time you exercise your option, in whole or in part, and at any time thereafter as requested by the Company, you hereby authorize
withholding from payroll and any other amounts payable to you, and otherwise agree to make adequate provision for (including by means of a
“same day sale” pursuant to a program developed under Regulation T as promulgated by the Federal Reserve Board), any sums required to satisfy
the federal, state, local and foreign tax withholding obligations of the Company or an Affiliate, if any, which arise in connection with the exercise
of your option.
(b) Upon your request and subject to approval by the Board or Committee, as applicable, and compliance with any applicable legal
conditions or restrictions, the Company may withhold from fully vested shares of Common Stock otherwise issuable to you upon the exercise of
your option a number of whole shares of Common Stock having a Fair Market Value, determined by the Company as of the date of exercise, not in
excess of the maximum amount of tax required to be withheld by law (or such other amount as may be necessary to avoid classification of your
option as a liability for financial accounting purposes). Any adverse consequences to you arising in connection with such share withholding
procedure will be your sole responsibility.
(c) You may not exercise your option unless the tax withholding obligations of the Company and any Affiliate are satisfied. Accordingly,
you may not be able to exercise your option when desired even though your option is vested, and the Company will have no obligation to issue a
certificate for such shares of Common Stock or release such shares of Common Stock from any escrow provided for herein, if applicable, unless
such obligations are satisfied.
11. TAX CONSEQUENCES. You hereby agree that the Company does not have a duty to design or administer the Plan or its other compensation
programs in a manner that minimizes your tax liabilities. You will not make any claim against the Company, or any of its Officers, Directors, Employees
or Affiliates related to tax liabilities arising from your option or your other compensation. In particular, you acknowledge that this option is exempt from
Section 409A of the Code only if the exercise price per share specified in the Grant Notice is at least equal to the “fair market value” per share of the
Common Stock on the Date of Grant and there is no other impermissible deferral of compensation associated with the option.
5.

12. NOTICES. Any notices provided for in your option or the Plan will be given in writing (including electronically) and will be deemed
effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five days after deposit in the U.S. mail, postage
prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole discretion, decide to deliver any documents
related to participation in the Plan and this option by electronic means or to request your consent to participate in the Plan by electronic means. By
accepting this option, you consent to receive such documents by electronic delivery and to participate in the Plan through an online or electronic system
established and maintained by the Company or another third party designated by the Company.
13. GOVERNING PLAN DOCUMENT. Your option is subject to all the terms of the Plan, which are hereby made a part of your option, and is
further subject to all interpretations, amendments, rules and regulations, which may from time to time be promulgated and adopted pursuant to the Plan.
In addition, your option (and any compensation paid or shares issued under your option) is subject to recoupment in accordance with The Dodd–Frank
Wall Street Reform and Consumer Protection Act and any implementing regulations thereunder, any clawback policy adopted by the Company and any
compensation recovery policy otherwise required by applicable law. No recovery of compensation under such a clawback policy will be an event giving
rise to a right to resign for “good reason” or for a “constructive termination” (or similar term) under any agreement with the Company.
14. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS. The value of your option will not be included as compensation, earnings, salaries, or other
similar terms used when calculating your benefits under any employee benefit plan sponsored by the Company or any Affiliate, except as such plan
otherwise expressly provides. The Company expressly reserves its rights to amend, modify, or terminate any of the Company’s or any Affiliate’s
employee benefit plans.
15. VOTING RIGHTS. You will not have voting or any other rights as a stockholder of the Company with respect to the shares to be issued
pursuant to your option until such shares are issued to you. Upon such issuance, you will obtain full voting and other rights as a stockholder of the
Company. Nothing contained in your option, and no action taken pursuant to its provisions, will create or be construed to create a trust of any kind or a
fiduciary relationship between you and the Company or any other person.
16. SEVERABILITY. If all or any part of this Option Agreement or the Plan is declared by any court or governmental authority to be unlawful or
invalid, such unlawfulness or invalidity will not invalidate any portion of this Option Agreement or the Plan not declared to be unlawful or invalid. Any
Section of this Option Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be construed in a manner which will
give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful and valid.
17. MISCELLANEOUS.
(a) The rights and obligations of the Company under your option will be transferable to any one or more persons or entities, and all
covenants and agreements hereunder will inure to the benefit of, and be enforceable by the Company’s successors and assigns.
(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole determination of the Company
to carry out the purposes or intent of your option.
6.

(c) This Option Agreement will be subject to all applicable laws, rules, and regulations, and to such approvals by any governmental agencies
or national securities exchanges as may be required.
*

*

*

This Option Agreement will be deemed to be signed by you upon the signing by you of the Option Grant Notice to which it is attached.
7.

ATTACHMENT
INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
[ATTACH A COPY OF THE PLAN WHEN DISTRIBUTING TO OPTIONHOLDERS]

Exhibit 10.3
INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
OPTION GRANT NOTICE
Intra-Cellular Therapies, Inc. (the “Company”), pursuant to its Amended and Restated 2018 Equity Incentive Plan (the “Plan”), hereby grants to
Optionholder an option to purchase the number of shares of Common Stock set forth below (the “Option”). The Option is subject to all of the terms and
conditions set forth in this Option Grant Notice (“Notice”), in the Option Agreement and the Plan, both of which are attached to this Notice and
incorporated into this Notice in their entirety. Capitalized terms not explicitly defined in this Notice but defined in the Plan or the Option Agreement will
have the same definitions as in the Plan or the Option Agreement. If there is any conflict between the terms in this Notice and the Plan, the terms of the
Plan will control.
Optionholder:
Date of Grant:
Vesting Commencement Date:
Number of Shares Subject to Option:
Exercise Price (Per Share):
Total Exercise Price:
Expiration Date:
Type of Grant:

Nonstatutory Stock Option

Vesting Schedule:

Subject to Section 1 of the Option Agreement, the Option will vest as follows: [___________].

Additional Terms/Acknowledgements: Optionholder acknowledges receipt of, and understands and agrees to, this Notice, the Option Agreement, the
Plan and the stock plan prospectus for the Plan. Optionholder acknowledges and agrees that this Notice and the Option Agreement may not be modified,
amended or revised except as provided in the Plan. Optionholder further acknowledges that as of the Date of Grant, this Notice, the Option Agreement,
and the Plan set forth the entire understanding between Optionholder and the Company regarding the Option and supersede all prior oral and written
agreements, promises and representations on that subject.
INTRA-CELLULAR THERAPIES, INC.:

OPTIONHOLDER:

By:
Signature
Title:
Date:

Signature
Date:

ATTACHMENTS: Option Agreement and Amended and Restated 2018 Equity Incentive Plan

INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
OPTION AGREEMENT
(NONSTATUTORY STOCK OPTION)
Pursuant to your Option Grant Notice (the “Grant Notice”) and this Option Agreement, Intra-Cellular Therapies, Inc. (the “Company”) has
granted you an option under its Amended and Restated 2018 Equity Incentive Plan (the “Plan”) to purchase the number of shares of Common Stock
indicated in your Grant Notice at the exercise price indicated in your Grant Notice. The option is granted to you effective as of the date of grant set forth
in the Grant Notice (the “Date of Grant”). If there is any conflict between the terms in this Option Agreement and the Plan, the terms of the Plan will
control. Capitalized terms not explicitly defined in this Option Agreement or in the Grant Notice but defined in the Plan will have the same definitions
as in the Plan.
The details of your option, in addition to those set forth in the Grant Notice and the Plan, are as follows:
1. VESTING. Your option will vest as provided in your Grant Notice. Vesting will cease upon the termination of your Continuous Service and the
number of shares of Common Stock which are unvested as of such date shall be forfeited. Notwithstanding the foregoing, in the event of a Change in
Control, your option will become fully vested and exercisable immediately prior to the Change in Control, to the extent your option is outstanding at
such time.
For purposes of this Section 1, “Change in Control” means the occurrence of any of the following events: (i) any “Person” (as such term is used
in Sections 13(d) and 14(d) of the Exchange Act) becomes the “Beneficial Owner” (as defined in Rule 13d-3 under the Exchange Act), directly or
indirectly, of securities of the Company representing 50% or more of the total voting power represented by the Company’s then outstanding voting
securities (excluding for this purpose any such voting securities held by the Company or its affiliates or by any employee benefit plan of the
Company) pursuant to a transaction or a series of related transactions; or (ii)(a) a merger or consolidation of the Company whether or not
approved by the Board, other than a merger or consolidation which would result in the voting securities of the Company outstanding immediately
prior thereto continuing to represent (either by remaining outstanding or by being converted into voting securities of the surviving entity or the
parent of such corporation) more than 50% of the total voting power represented by the voting securities of the Company or such surviving entity
or parent of such corporation, as the case may be, outstanding immediately after such merger or consolidation; or (b) the sale or disposition by the
Company of all or substantially all of the Company’s assets in a transaction requiring stockholder approval.
2. NUMBER OF SHARES AND EXERCISE PRICE. The number of shares of Common Stock subject to your option and your exercise price per share
in your Grant Notice will be adjusted for Capitalization Adjustments as provided in the Plan.
3. METHOD OF PAYMENT. You must pay the full amount of the exercise price for the shares you wish to exercise. You may pay the exercise price
as follows:
(a) In cash or by check, bank draft or money order payable to the Company.
1.

(b) Provided that at the time of exercise the Common Stock is publicly traded, pursuant to a program developed under Regulation T as
promulgated by the Federal Reserve Board that, prior to the issuance of Common Stock, results in either the receipt of cash or check by the
Company or the receipt of irrevocable instructions to pay the aggregate exercise price to the Company from the sales proceeds. This manner of
payment is also known as a “broker-assisted exercise,” “same day sale,” or “sell to cover.”
(c) Provided that at the time of exercise the Common Stock is publicly traded, by delivery to the Company (either by actual delivery or
attestation) of already-owned shares of Common Stock that are owned free and clear of any liens, claims, encumbrances or security interests, with
a Fair Market Value on the date of exercise that does not exceed the aggregate exercise price. You must pay any remaining balance of the
aggregate exercise price not satisfied by such delivery in cash or other permitted form of payment. “Delivery” for these purposes, in the sole
discretion of the Company at the time you exercise your option, will include delivery to the Company of your attestation of ownership of the
shares of Common Stock in a form the Company approves. You may not exercise your option by delivery to the Company of Common Stock if
doing so would violate the provisions of any law, regulation or agreement restricting the redemption of the Company’s stock.
(d) Subject to the consent of the Board or Committee, as applicable, prior to exercise, by a “net exercise” arrangement pursuant to which the
Company will reduce the number of shares of Common Stock otherwise issuable to you upon exercise of your option by the largest whole number
of shares with a Fair Market Value on the date of exercise that does not exceed the aggregate exercise price. You must pay any remaining balance
of the aggregate exercise price not satisfied by the “net exercise” in cash or other permitted form of payment.
4. WHOLE SHARES. You may exercise your option only for whole shares of Common Stock.
5. SECURITIES LAW COMPLIANCE. In no event may you exercise your option unless the shares of Common Stock issuable upon exercise are
then registered under the Securities Act or, if not registered, the Company has determined that your exercise and the issuance of the shares would be
exempt from the registration requirements of the Securities Act. The exercise of your option also must comply with all other applicable laws and
regulations governing your option, and you may not exercise your option if the Company determines that the exercise would not be in material
compliance with applicable laws and regulations.
6. TERM. The term of your option expires upon the earliest of the following:
(a) immediately upon notification to you of a termination of your Continuous Service for Cause;
(b) three months after the termination of your Continuous Service for any reason other than Cause, your Disability or your death, except as
otherwise provided in Section 6(d) below; provided, however, that if during any part of such three month period your option is not exercisable
solely because doing so would violate the registration requirements under the Securities Act, your option will not expire until the earlier of the
Expiration Date or until it has been exercisable for an aggregate period of three months (which need not be consecutive) after the termination of
your Continuous Service; provided further, if during any part of such three month period, the sale of any Common Stock
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received upon exercise of your option would violate the Company’s insider trading policy, then your option will not expire until the earlier of the
Expiration Date or until it has been exercisable for an aggregate period of three months (which need not be consecutive) after the termination of
your Continuous Service during which the sale of the Common Stock received upon exercise of your option would not be in violation of the
Company’s insider trading policy;
(c) twelve months after the termination of your Continuous Service due to your Disability, except as otherwise provided in Section 6(d)
below;
(d) eighteen months after your death if you die either (i) during your Continuous Service, (ii) within three months after the termination of
your Continuous Service for any reason other than Cause or your Disability, or (iii) within twelve months after the termination of your Continuous
Service due to your Disability; or
(e) the Expiration Date indicated in your Grant Notice.
7. EXERCISE. You may exercise the vested portion of your option during its term by (i) delivering a Notice of Exercise (in a form designated by
the Company) or making the required electronic election with the Company’s designated broker, and (ii) paying the exercise price and any applicable
withholding taxes to the Company’s Secretary, stock plan administrator, or such other person as the Company may designate, together with any
additional documents as the Company may then require.
8. TRANSFERABILITY OF OPTION. Except as otherwise provided in this Section 8, your option is not transferable except by will or by the laws of
descent and distribution, and is exercisable during your life only by you.
(a) Domestic Relations Orders. Upon receiving written permission from the Board or its duly authorized designee, and provided that you
and the designated transferee enter into transfer and other agreements required by the Company, you may transfer your option pursuant to the
terms of a domestic relations order, official marital settlement agreement or other divorce or separation instrument as permitted by Treasury
Regulations Section 1.421-1(b)(2) that contains the information required by the Company to effectuate the transfer. You are encouraged to discuss
the proposed terms of any division of this option with the Company prior to finalizing the domestic relations order or marital settlement agreement
to help ensure the required information is contained within the domestic relations order or marital settlement agreement.
(b) Beneficiary Designation. Upon receiving written permission from the Board or its duly authorized designee, you may, by delivering
written notice to the Company in a form approved by the Company and any broker designated by the Company to handle option exercises,
designate a third party who, after your death, will be entitled to exercise the option and receive the Common Stock or other consideration resulting
from the exercise. In the absence of such a designation, in the event of your death, your executor or administrator of your estate will be entitled to
exercise the option and receive, on behalf of your estate, the Common Stock or other consideration resulting from such exercise.
9. OPTION NOT A SERVICE CONTRACT. Your option is not an employment or service contract, and nothing in your option will be deemed to
create in any way whatsoever any obligation on your part to continue in the service of the Company or an Affiliate, or of the Company or an Affiliate to
continue your service. In addition, nothing in your option will obligate the Company or an Affiliate, their respective stockholders, boards of directors,
officers or employees to continue any relationship that you might have as an Employee, Director or Consultant for the Company or an Affiliate.
3.

10. WITHHOLDING OBLIGATIONS.
(a) At the time you exercise your option, in whole or in part, and at any time thereafter as requested by the Company, you hereby authorize
withholding from payroll and any other amounts payable to you, and otherwise agree to make adequate provision for (including by means of a
“same day sale” pursuant to a program developed under Regulation T as promulgated by the Federal Reserve Board), any sums required to satisfy
the federal, state, local and foreign tax withholding obligations of the Company or an Affiliate, if any, which arise in connection with the exercise
of your option.
(b) Upon your request and subject to approval by the Board or Committee, as applicable, and compliance with any applicable legal
conditions or restrictions, the Company may withhold from fully vested shares of Common Stock otherwise issuable to you upon the exercise of
your option a number of whole shares of Common Stock having a Fair Market Value, determined by the Company as of the date of exercise, not in
excess of the maximum amount of tax required to be withheld by law (or such other amount as may be necessary to avoid classification of your
option as a liability for financial accounting purposes). Any adverse consequences to you arising in connection with such share withholding
procedure will be your sole responsibility.
(c) You may not exercise your option unless the tax withholding obligations of the Company and any Affiliate are satisfied. Accordingly,
you may not be able to exercise your option when desired even though your option is vested, and the Company will have no obligation to issue a
certificate for such shares of Common Stock or release such shares of Common Stock from any escrow provided for herein, if applicable, unless
such obligations are satisfied.
11. TAX CONSEQUENCES. You hereby agree that the Company does not have a duty to design or administer the Plan or its other compensation
programs in a manner that minimizes your tax liabilities. You will not make any claim against the Company, or any of its Officers, Directors, Employees
or Affiliates related to tax liabilities arising from your option or your other compensation. In particular, you acknowledge that this option is exempt from
Section 409A of the Code only if the exercise price per share specified in the Grant Notice is at least equal to the “fair market value” per share of the
Common Stock on the Date of Grant and there is no other impermissible deferral of compensation associated with the option.
12. NOTICES. Any notices provided for in your option or the Plan will be given in writing (including electronically) and will be deemed
effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five days after deposit in the U.S. mail, postage
prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole discretion, decide to deliver any documents
related to participation in the Plan and this option by electronic means or to request your consent to participate in the Plan by electronic means. By
accepting this option, you consent to receive such documents by electronic delivery and to participate in the Plan through an online or electronic system
established and maintained by the Company or another third party designated by the Company.
13. GOVERNING PLAN DOCUMENT. Your option is subject to all the terms of the Plan, which are hereby made a part of your option, and is
further subject to all interpretations, amendments,
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rules and regulations, which may from time to time be promulgated and adopted pursuant to the Plan. In addition, your option (and any compensation
paid or shares issued under your option) is subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act
and any implementing regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required
by applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right to resign for “good reason” or for a
“constructive termination” (or similar term) under any agreement with the Company.
14. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS. The value of your option will not be included as compensation, earnings, salaries, or other
similar terms used when calculating your benefits under any employee benefit plan sponsored by the Company or any Affiliate, except as such plan
otherwise expressly provides. The Company expressly reserves its rights to amend, modify, or terminate any of the Company’s or any Affiliate’s
employee benefit plans.
15. VOTING RIGHTS. You will not have voting or any other rights as a stockholder of the Company with respect to the shares to be issued
pursuant to your option until such shares are issued to you. Upon such issuance, you will obtain full voting and other rights as a stockholder of the
Company. Nothing contained in your option, and no action taken pursuant to its provisions, will create or be construed to create a trust of any kind or a
fiduciary relationship between you and the Company or any other person.
16. SEVERABILITY. If all or any part of this Option Agreement or the Plan is declared by any court or governmental authority to be unlawful or
invalid, such unlawfulness or invalidity will not invalidate any portion of this Option Agreement or the Plan not declared to be unlawful or invalid. Any
Section of this Option Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be construed in a manner which will
give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful and valid.
17. MISCELLANEOUS.
(a) The rights and obligations of the Company under your option will be transferable to any one or more persons or entities, and all
covenants and agreements hereunder will inure to the benefit of, and be enforceable by the Company’s successors and assigns.
(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole determination of the Company
to carry out the purposes or intent of your option.
(c) This Option Agreement will be subject to all applicable laws, rules, and regulations, and to such approvals by any governmental agencies
or national securities exchanges as may be required.
*

*
5.

*

This Option Agreement will be deemed to be signed by you upon the signing by you of the Option Grant
Notice to which it is attached.
6.

ATTACHMENT
INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
[ATTACH A COPY OF THE PLAN WHEN DISTRIBUTING TO OPTIONHOLDERS]

Exhibit 10.4
Restricted Stock Unit No.
INTRA-CELLULAR THERAPIES, INC.
Restricted Stock Unit Award Grant Notice
Restricted Stock Unit Award Grant under the Company’s
Amended and Restated 2018 Equity Incentive Plan
1.

Name and Address of Participant:

2.

Date of Grant of Restricted Stock Unit Award:

3.

Maximum Number of Shares underlying Restricted Stock Unit Award:

4.

Vesting Commencement Date:

5.

Vesting Schedule: Subject to Section 2 of the Restricted Stock Unit Award Agreement, the Restricted Stock Unit Award will vest as follows:
[_________].

The Participant acknowledges receipt of this Restricted Stock Unit Award Grant Notice and agrees to the terms of the Restricted Stock Unit Award
Agreement attached hereto and incorporated by reference herein, the Company’s Amended and Restated 2018 Equity Incentive Plan and the terms of
this Restricted Stock Unit Award as set forth above.
INTRA-CELLULAR THERAPIES, INC.
By:
Name:
Title:

Participant
ATTACHMENTS: Restricted Stock Unit Award Agreement and Amended and Restated 2018 Equity Incentive Plan

INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
RESTRICTED STOCK UNIT AWARD AGREEMENT
This Restricted Stock Unit Award Agreement (this “Agreement”) is made as of the date of grant set forth in the Restricted Stock Unit Award Grant
Notice between INTRA-CELLULAR THERAPIES, INC. (the “Company”), a Delaware corporation, and the individual whose name appears on the
Restricted Stock Unit Award Grant Notice (the “Participant”).
WHEREAS, the Company has adopted the Intra-Cellular Therapies, Inc. Amended and Restated 2018 Equity Incentive Plan (the “Plan”) to
promote the interests of the Company by providing an incentive for Employees, Directors and Consultants of the Company and its Affiliates;
WHEREAS, pursuant to the provisions of the Plan, the Company desires to grant to the Participant restricted stock units (“RSUs”) related to the
Company’s Common Stock, in accordance with the provisions of the Plan, all on the terms and conditions hereinafter set forth; and
WHEREAS, the Company and the Participant understand and agree that any terms used and not defined herein have the meanings ascribed to
such terms in the Plan.
NOW, THEREFORE, in consideration of the promises and the mutual covenants contained herein and for other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:
1. Grant of Award. The Company hereby grants to the Participant an award for the number of RSUs set forth in the Restricted Stock Unit Award
Grant Notice (the “Award”). Each RSU represents a contingent entitlement of the Participant to receive one share of Common Stock, on the terms and
conditions and subject to all the limitations set forth herein and in the Plan, which is incorporated herein by reference. The Participant acknowledges
receipt of a copy of the Plan.
2. Vesting of Award.
(a) Subject to the terms and conditions set forth in this Agreement and the Plan, the Award granted hereby shall vest as set forth in the
Restricted Stock Unit Award Grant Notice, provided that vesting shall cease upon the termination of the Participant’s Continuous Service.
(b) Except as otherwise set forth in this Agreement, if the Participant ceases to be in Continuous Service for any reason prior to a vesting
date set forth in the Restricted Stock Unit Award Grant Notice, then as of the date on which the Participant’s Continuous Service terminates, all unvested
RSUs shall immediately be forfeited to the Company and this Agreement shall terminate and be of no further force or effect. Notwithstanding the
foregoing, if (a) the Participant is an Employee at the level of Vice President or above at the time of a termination of the Participant’s Continuous
Service and, at any time within ninety (90) days prior to or twelve (12) months following the effective date of a Change in Control (or such other period
as is, or may be, set forth in an employment, severance or other similar written agreement between the Participant and the Company or any of its
Affiliates), or (b) the Participant is an Employee below the level of Vice President or a Consultant at the time of a termination of the

Participant’s Continuous Service and, at any time within twelve (12) months following the effective date of a Change in Control, the Participant’s
Continuous Service terminates by reason of (i) a resignation for Good Reason or (ii) an involuntary termination of the Participant’s Continuous Service
without Cause (each, a “Qualifying Termination”), then any RSUs underlying this Award that have not become vested and that are outstanding at the
time of the Qualifying Termination (whether pursuant to this Agreement or other action of the Board or the Committee) shall become fully vested as of
(x) the effective date of the Change in Control if the Participant’s Qualifying Termination occurs prior to the effective date of the Change in Control and
(y) the date of such Qualifying Termination if the Participant’s Qualifying Termination occurs on or after the effective date of the Change in Control. In
order to give effect to the intent of such accelerated vesting, if the Participant’s Qualifying Termination occurs prior to the effective date of a Change in
Control, then notwithstanding anything to the contrary in this Agreement or the Plan, in no event will any portion of this Award or Agreement be
forfeited or terminate any earlier than the effective date of the Change in Control.
The following terms shall have the following meanings for purposes of this Section 2:
“Change in Control” means the occurrence of any of the following events: (i) any “Person” (as such term is used in Sections 13(d) and 14(d) of
the Exchange Act) becomes the “Beneficial Owner” (as defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the
Company representing 50% or more of the total voting power represented by the Company’s then outstanding voting securities (excluding for this
purpose any such voting securities held by the Company or its affiliates or by any employee benefit plan of the Company) pursuant to a
transaction or a series of related transactions; or (ii)(a) a merger or consolidation of the Company whether or not approved by the Board, other
than a merger or consolidation which would result in the voting securities of the Company outstanding immediately prior thereto continuing to
represent (either by remaining outstanding or by being converted into voting securities of the surviving entity or the parent of such corporation)
more than 50% of the total voting power represented by the voting securities of the Company or such surviving entity or parent of such
corporation, as the case may be, outstanding immediately after such merger or consolidation; or (b) the sale or disposition by the Company of all
or substantially all of the Company’s assets in a transaction requiring stockholder approval.
“Good Reason” means the occurrence of (a) any event constituting “Good Reason” (or an analogous term) as set forth in any employment,
consulting, severance or other similar written agreement between the Participant and the Company or any of its Affiliates and (b) any of the
following events without the consent of the Participant: (i) if the Participant is an Employee at the level of Vice President or above, a material
reduction or change in job duties, responsibilities or authority inconsistent with the Participant’s position with the Company and the Participant’s
prior duties, responsibilities or authority immediately prior to the Change in Control; (ii) for any Employee or Consultant, a relocation of the
Participant’s primary workplace by more than 25 miles; or (iii) for any Employee or Consultant, a material reduction of the Participant’s base
compensation; provided, however, that any event described in clause (b) above shall constitute Good Reason only if (x) the Participant provides
the Company with written notice specifying the event alleged to constitute Good Reason within 60 days following the first occurrence of such
event, (y) the Company fails to cure such event within
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30 days after the Company’s receipt from the Participant of such written notice, and (z) the Participant’s termination of Continuous Service occurs
within 30 days following the Company’s failure to cure such event (and in no event later than 120 days following the first occurrence of such
event).
3. Issuance of Shares.
(a) The issuance of any shares of Common Stock in respect of this Award is (i) subject to satisfaction of the tax withholding obligations set
forth in Section 9 and (ii) intended to comply with Treasury Regulations Section 1.409A-1(b)(4) and will be construed and administered in such a
manner. The form of such issuance (e.g., a stock certificate or electronic entry evidencing such shares) will be determined by the Company.
(b) In the event one or more RSUs subject to this Award vests, the Company will issue to the Participant, on the applicable vesting date,
one share of Common Stock for each RSU that vests on such date (and for purposes of this Agreement, such issuance date is referred to as the “Original
Issuance Date”); provided, however, that if the Original Issuance Date falls on a date that is not a business day, such shares will instead be issued to the
Participant on the next following business day.
(c) Notwithstanding the foregoing, if:
(i) this Award is otherwise subject to withholding taxes (as described in Section 9) on the Original Issuance Date,
(ii) the Original Issuance Date does not occur (x) during an “open window period” applicable to the Participant, as determined by the
Company in accordance with the Company’s then-effective policy on trading in Company securities, or (y) on a date when the Participant is otherwise
permitted to sell shares of Common Stock on an established stock exchange or stock market, and
(iii) the Company elects, prior to the Original Issuance Date, (x) not to satisfy such withholding taxes by withholding shares of
Common Stock from the shares of Common Stock otherwise due, on the Original Issuance Date, to the Participant under this Award, (y) not to permit
the Participant to enter into a “same day sale” commitment with a broker-dealer pursuant to Section 9 (including, but not limited to, under a previously
established 10b5-1 trading plan entered into in compliance with the Company’s policies), and (z) not to permit the Participant to pay such withholding
taxes in cash,
then the shares that would otherwise be issued to the Participant on the Original Issuance Date will not be issued to the Participant on the Original
Issuance Date and will instead be issued to the Participant on the first business day when the Participant is not prohibited from selling shares of
Common Stock on an established stock exchange or stock market, but in no event later than December 31 of the calendar year in which the Original
Issuance Date occurs (that is, the last day of the Participant’s taxable year in which the Original Issuance Date occurs), or, if permitted in a manner that
complies with Treasury Regulations Section 1.409A-1(b)(4), no later than the date that is the 15th day of the third calendar month of the year following
the year in which the shares of Common Stock in respect of this Award are no longer subject to a “substantial risk of forfeiture” within the meaning of
Treasury Regulations Section 1.409A-1(d).
4. Prohibitions on Transfer and Sale. This Award (including any additional RSUs received by the Participant as a result of stock dividends, stock
splits or any other similar
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transaction affecting the Company’s securities without receipt of consideration) shall not be transferable by the Participant otherwise than (i) by will or
by the laws of descent and distribution, or (ii) pursuant to a qualified domestic relations order as defined by the Internal Revenue Code or Title I of the
Employee Retirement Income Security Act or the rules thereunder. Except as provided in the previous sentence, the shares of Common Stock to be
issued pursuant to this Agreement shall be issued, during the Participant’s lifetime, only to the Participant (or, in the event of legal incapacity or
incompetence, to the Participant’s guardian or representative). This Award shall not be assigned, pledged or hypothecated in any way (whether by
operation of law or otherwise) and shall not be subject to execution, attachment or similar process. Any attempted transfer, assignment, pledge,
hypothecation or other disposition of this Award or of any rights granted hereunder contrary to the provisions of this Section 4, or the levy of any
attachment or similar process upon this Award shall be null and void.
5. Adjustments. The Plan contains provisions covering the treatment of RSUs and shares of Common Stock in a number of contingencies such as
Capitalization Adjustments and Corporate Transactions. Provisions in the Plan for adjustment with respect to this Award and the related provisions with
respect to successors to the business of the Company are hereby made applicable hereunder and are incorporated herein by reference.
6. Securities Law Compliance. The Participant specifically acknowledges and agrees that any sales of shares of Common Stock shall be made in
accordance with the requirements of the Securities Act. The Company currently has an effective registration statement on file with the Securities and
Exchange Commission with respect to the Common Stock to be granted hereunder. The Company intends to maintain this registration statement but has
no obligation to do so. If the registration statement ceases to be effective for any reason, Participant will not be able to transfer or sell any of the shares
of Common Stock issued to the Participant pursuant to this Agreement unless exemptions from registration or filings under applicable securities laws
are available. Furthermore, despite registration, applicable securities laws may restrict the ability of the Participant to sell his or her Common Stock,
including due to the Participant’s affiliation with the Company. The Company shall not be obligated to either issue the Common Stock or permit the
resale of any shares of Common Stock if such issuance or resale would violate any applicable securities law, rule or regulation.
7. Rights as a Stockholder. The Participant shall have no right as a stockholder, including voting and dividend rights, with respect to the RSUs
subject to this Agreement.
8. Incorporation of the Plan. The Participant specifically understands and agrees that the RSUs and the shares of Common Stock to be issued
under the Plan will be issued to the Participant pursuant to the Plan, a copy of which Plan the Participant acknowledges he or she has read and
understands and by which Plan he or she agrees to be bound. The provisions of the Plan are incorporated herein by reference. In addition, this RSU (and
any compensation paid or shares issued pursuant to this Agreement) is subject to recoupment in accordance with The Dodd–Frank Wall Street Reform
and Consumer Protection Act and any implementing regulations thereunder, any clawback policy adopted by the Company and any compensation
recovery policy otherwise required by applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right
to resign for “good reason” or for a “constructive termination” (or similar term) under any agreement with the Company.
9. Tax Liability of the Participant and Payment of Taxes. The Participant acknowledges and agrees that any income or other taxes due from the
Participant with respect to this Award or the shares of Common Stock to be issued pursuant to this Agreement or otherwise sold shall be the Participant’s
responsibility. Without limiting the foregoing, the Participant
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agrees that if under applicable law the Participant will owe taxes at each vesting or settlement date on the portion of the Award then vested or settled, as
applicable, the Company shall be entitled to immediate payment from the Participant of the amount of any tax or other amounts required to be withheld
by the Company by applicable law or regulation. Any taxes or other amounts due shall be paid as follows:
(a) subject to approval by the Board or Committee, as applicable, through reducing the number of shares of Common Stock entitled to be
issued to the Participant on the applicable settlement date in an amount not in excess of the maximum amount of tax required to be withheld by law (or
such other amount as may be necessary to avoid classification of this Award as a liability for financial accounting purposes). Fractional shares will not
be retained to satisfy any portion of the Company’s withholding obligation. Accordingly, the Participant agrees that in the event that the amount of
withholding required would result in a fraction of a share being owed, that amount will be satisfied by withholding the fractional amount from the
Participant’s paycheck;
(b) at the option of the Company, by requiring the Participant to deposit with the Company an amount of cash equal to the amount
determined by the Company to be required to be withheld with respect to the statutory minimum amount of the Participant’s total tax and other
withholding obligations due and payable by the Company or otherwise withholding from the Participant’s paycheck an amount equal to such amounts
due and payable by the Company; or
(c) if the Company believes that the sale of shares can be made in compliance with applicable securities laws, authorizing, at a time when
the Participant is not in possession of material nonpublic information, the sale by the Participant on the applicable vesting date of such number of shares
of Common Stock as necessary to sell to satisfy the Company’s withholding obligation, after deduction of the broker’s commission, and the broker shall
be required to remit to the Company the cash necessary in order for the Company to satisfy its withholding obligation. To the extent the proceeds of such
sale exceed the Company’s withholding obligation, the Company agrees to pay such excess cash to the Participant as soon as practicable. In addition, if
such sale is not sufficient to pay the Company’s withholding obligation, the Participant agrees to pay to the Company as soon as practicable, including
through additional payroll withholding, the amount of any withholding obligation that is not satisfied by the sale of shares of Common Stock. The
Participant agrees to hold the Company and the broker harmless from all costs, damages or expenses relating to any such sale. The Participant
acknowledges that the broker is under no obligation to arrange for such sale at any particular price. In connection with such sale of shares of Common
Stock, the Participant shall execute any such documents requested by the broker in order to effectuate the sale of shares of Common Stock and payment
of the withholding obligation to the Company. The Participant acknowledges that this paragraph is intended to comply with Section 10b5-1(c)(1)(i)(B)
under the Exchange Act.
The Company shall not deliver any shares of Common Stock to the Participant until it is satisfied that all required withholdings have been made.
10. Participant Acknowledgements and Authorizations.
The Participant acknowledges the following:
(a) The Company is not by the Plan or this Award obligated to continue the Participant as an employee, director or consultant of the
Company or an Affiliate.
5

(b) The Plan is discretionary in nature and may be suspended or terminated by the Company at any time.
(c) The grant of this Award is considered a one-time benefit and does not create a contractual or other right to receive any other award
under the Plan, benefits in lieu of awards or any other benefits in the future.
(d) The Plan is a voluntary program of the Company and future awards, if any, will be at the sole discretion of the Company, including, but
not limited to, the timing of any grant, the amount of any award, vesting provisions and the purchase price, if any.
(e) The value of this Award is an extraordinary item of compensation outside of the scope of the Participant’s employment or consulting
contract, if any. As such the Award is not part of normal or expected compensation for purposes of calculating any severance, resignation, redundancy,
end of service payments, bonuses, long-service awards, pension or retirement benefits or similar payments. The future value of the shares of Common
Stock is unknown and cannot be predicted with certainty.
(f) The Participant (i) authorizes the Company and each Affiliate and any agent of the Company or any Affiliate administering the Plan or
providing Plan recordkeeping services, to disclose to the Company or any of its Affiliates such information and data as the Company or any such
Affiliate shall request in order to facilitate the grant of the Award and the administration of the Plan; and (ii) authorizes the Company and each Affiliate
to store and transmit such information in electronic form for the purposes set forth in this Agreement.
11. Notices. Any notices required or permitted by the terms of this Agreement or the Plan shall be given by recognized courier service, facsimile,
registered or certified mail, return receipt requested, addressed as follows:
If to the Company:
430 East 29th Street
New York, New York 10016
Attn: General Counsel
If to the Participant at the address set forth on the Restricted Stock Unit Award Grant Notice or to such other address or addresses of which notice in the
same manner has previously been given.
Any such notice shall be deemed to have been given on the earliest of receipt, one business day following delivery by the sender to a recognized courier
service, or three business days following mailing by registered or certified mail.
12. Assignment and Successors.
(a) This Agreement is personal to the Participant and without the prior written consent of the Company shall not be assignable by the
Participant otherwise than by will or the laws of descent and distribution. This Agreement shall inure to the benefit of and be enforceable by the
Participant’s legal representatives.
(b) This Agreement shall inure to the benefit of and be binding upon the Company and its successors and assigns.
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13. Governing Law. This Agreement shall be construed and enforced in accordance with the laws of the State of Delaware, without giving effect
to the conflict of law principles thereof. For the purpose of litigating any dispute that arises under this Agreement, whether at law or in equity, the parties
hereby consent to exclusive jurisdiction in the state of New York and agree that such litigation shall be conducted in the state courts of the state of New
York or the federal courts of the United States for the District of Manhattan.
14. Severability. If any provision of this Agreement is held to be invalid or unenforceable by a court of competent jurisdiction, then such provision
or provisions shall be modified to the extent necessary to make such provision valid and enforceable, and to the extent that this is impossible, then such
provision shall be deemed to be excised from this Agreement, and the validity, legality and enforceability of the rest of this Agreement shall not be
affected thereby.
15. Entire Agreement. This Agreement, together with the Plan, constitutes the entire agreement and understanding between the parties hereto with
respect to the subject matter hereof and supersedes all prior oral or written agreements and understandings relating to the subject matter hereof. No
statement, representation, warranty, covenant or agreement not expressly set forth in this Agreement shall affect or be used to interpret, change or
restrict the express terms and provisions of this Agreement; provided, however, in any event, this Agreement shall be subject to and governed by the
Plan.
16. Modifications and Amendments; Waivers and Consents. The terms and provisions of this Agreement may be modified or amended as provided
in the Plan. Except as provided in the Plan, the terms and provisions of this Agreement may be waived, or consent for the departure therefrom granted,
only by written document executed by the party entitled to the benefits of such terms or provisions. No such waiver or consent shall be deemed to be or
shall constitute a waiver or consent with respect to any other terms or provisions of this Agreement, whether or not similar. Each such waiver or consent
shall be effective only in the specific instance and for the purpose for which it was given, and shall not constitute a continuing waiver or consent.
17. Section 409A. The Award of RSUs evidenced by this Agreement is intended to be exempt from the nonqualified deferred compensation rules
of Section 409A of the Code as a “short term deferral” (as that term is used in the final regulations and other guidance issued under Section 409A of the
Code, including Treasury Regulation Section 1.409A-1(b)(4)(i)), and shall be construed accordingly. However, if (i) this Award fails to satisfy the
requirements of the short-term deferral rule and is otherwise not exempt from, and therefore deemed to be deferred compensation subject to,
Section 409A of the Code, (ii) the Participant is deemed by the Company at the time of the Participant’s “separation from service” (as such term is
defined in Treasury Regulations Section 1.409A-1(h) without regard to any alternative definition thereunder) to be a “specified employee” for purposes
of Section 409A(a)(2)(B)(i) of the Code, and (iii) any of the payments set forth herein are issuable upon such separation from service, then to the extent
delayed commencement of any portion of such payments is required to avoid a prohibited distribution under Section 409A(a)(2)(B)(i) of the Code and
the related adverse taxation under Section 409A of the Code, such payments will not be provided to the Participant prior to the earliest of (a) the date
that is six (6) months and one (1) day after the date of such separation from service, (b) the date of the Participant’s death, or (c) such earlier date as
permitted under Section 409A of the Code without the imposition of adverse taxation. Upon the first business day following the expiration of such
applicable Code Section 409A(a)(2)(B)(i) period, all payments deferred pursuant to this Section 17 will be paid in a lump sum to the
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Participant, and any remaining payments due will be paid as otherwise provided herein. Each installment of RSUs that vests under this Award is a
“separate payment” for purposes of Treasury Regulations Section 1.409A-2(b)(2).
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Exhibit 10.5
Restricted Stock Unit No.
INTRA-CELLULAR THERAPIES, INC.
Restricted Stock Unit Award Grant Notice
Restricted Stock Unit Award Grant under the Company’s
Amended and Restated 2018 Equity Incentive Plan
1.

Name and Address of Participant:

2.

Date of Grant of Restricted Stock Unit Award:

3.

Maximum Number of Shares underlying Restricted Stock Unit Award:

4.

Vesting Commencement Date:

5.

Vesting Schedule: Subject to Section 2 of the Restricted Stock Unit Award Agreement, the Restricted Stock Unit Award will vest as follows:
[_________].

The Participant acknowledges receipt of this Restricted Stock Unit Award Grant Notice and agrees to the terms of the Restricted Stock Unit Award
Agreement attached hereto and incorporated by reference herein, the Company’s Amended and Restated 2018 Equity Incentive Plan and the terms of
this Restricted Stock Unit Award as set forth above.
INTRA-CELLULAR THERAPIES, INC.
By:
Name:
Title:

Participant
ATTACHMENTS: Restricted Stock Unit Award Agreement and Amended and Restated 2018 Equity Incentive Plan

INTRA-CELLULAR THERAPIES, INC.
AMENDED AND RESTATED 2018 EQUITY INCENTIVE PLAN
RESTRICTED STOCK UNIT AWARD AGREEMENT
This Restricted Stock Unit Award Agreement (this “Agreement”) is made as of the date of grant set forth in the Restricted Stock Unit Award Grant
Notice between INTRA-CELLULAR THERAPIES, INC. (the “Company”), a Delaware corporation, and the individual whose name appears on the
Restricted Stock Unit Award Grant Notice (the “Participant”).
WHEREAS, the Company has adopted the Intra-Cellular Therapies, Inc. Amended and Restated 2018 Equity Incentive Plan (the “Plan”) to
promote the interests of the Company by providing an incentive for Employees, Directors and Consultants of the Company and its Affiliates;
WHEREAS, pursuant to the provisions of the Plan, the Company desires to grant to the Participant restricted stock units (“RSUs”) related to the
Company’s Common Stock, in accordance with the provisions of the Plan, all on the terms and conditions hereinafter set forth; and
WHEREAS, the Company and the Participant understand and agree that any terms used and not defined herein have the meanings ascribed to
such terms in the Plan.
NOW, THEREFORE, in consideration of the promises and the mutual covenants contained herein and for other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:
1. Grant of Award. The Company hereby grants to the Participant an award for the number of RSUs set forth in the Restricted Stock Unit Award
Grant Notice (the “Award”). Each RSU represents a contingent entitlement of the Participant to receive one share of Common Stock, on the terms and
conditions and subject to all the limitations set forth herein and in the Plan, which is incorporated herein by reference. The Participant acknowledges
receipt of a copy of the Plan.
2. Vesting of Award.
(a) Subject to the terms and conditions set forth in this Agreement and the Plan, the Award granted hereby shall vest as set forth in the
Restricted Stock Unit Award Grant Notice, provided that vesting shall cease upon the termination of the Participant’s Continuous Service.
(b) Except as otherwise set forth in this Agreement, if the Participant ceases to be in Continuous Service for any reason prior to a vesting
date set forth in the Restricted Stock Unit Award Grant Notice, then as of the date on which the Participant’s Continuous Service terminates, all unvested
RSUs shall immediately be forfeited to the Company and this Agreement shall terminate and be of no further force or effect. Notwithstanding the
foregoing, in the event of a Change in Control, the Award will become fully vested immediately prior to the Change in Control, to the extent the Award
is outstanding at such time.
For purposes of this Section 2, “Change in Control” means the occurrence of any of the following events: (i) any “Person” (as such term is used
in Sections 13(d) and 14(d) of the Exchange Act) becomes the “Beneficial Owner” (as defined in

Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company representing 50% or more of the total voting power
represented by the Company’s then outstanding voting securities (excluding for this purpose any such voting securities held by the Company or its
affiliates or by any employee benefit plan of the Company) pursuant to a transaction or a series of related transactions; or (ii)(a) a merger or
consolidation of the Company whether or not approved by the Board, other than a merger or consolidation which would result in the voting
securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining outstanding or by being converted
into voting securities of the surviving entity or the parent of such corporation) more than 50% of the total voting power represented by the voting
securities of the Company or such surviving entity or parent of such corporation, as the case may be, outstanding immediately after such merger or
consolidation; or (b) the sale or disposition by the Company of all or substantially all of the Company’s assets in a transaction requiring
stockholder approval.
3. Issuance of Shares.
(a) The issuance of any shares of Common Stock in respect of this Award is (i) subject to satisfaction of the tax withholding obligations set
forth in Section 9 and (ii) intended to comply with Treasury Regulations Section 1.409A-1(b)(4) and will be construed and administered in such a
manner. The form of such issuance (e.g., a stock certificate or electronic entry evidencing such shares) will be determined by the Company.
(b) In the event one or more RSUs subject to this Award vests, the Company will issue to the Participant, on the applicable vesting date,
one share of Common Stock for each RSU that vests on such date (and for purposes of this Agreement, such issuance date is referred to as the “Original
Issuance Date”); provided, however, that if the Original Issuance Date falls on a date that is not a business day, such shares will instead be issued to the
Participant on the next following business day.
(c) Notwithstanding the foregoing, if:
(i) this Award is otherwise subject to withholding taxes (as described in Section 9) on the Original Issuance Date,
(ii) the Original Issuance Date does not occur (x) during an “open window period” applicable to the Participant, as determined by the
Company in accordance with the Company’s then-effective policy on trading in Company securities, or (y) on a date when the Participant is otherwise
permitted to sell shares of Common Stock on an established stock exchange or stock market, and
(iii) the Company elects, prior to the Original Issuance Date, (x) not to satisfy such withholding taxes by withholding shares of
Common Stock from the shares of Common Stock otherwise due, on the Original Issuance Date, to the Participant under this Award, (y) not to permit
the Participant to enter into a “same day sale” commitment with a broker-dealer pursuant to Section 9 (including, but not limited to, under a previously
established 10b5-1 trading plan entered into in compliance with the Company’s policies), and (z) not to permit the Participant to pay such withholding
taxes in cash,
then the shares that would otherwise be issued to the Participant on the Original Issuance Date will not be issued to the Participant on the Original
Issuance Date and will instead be issued to
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the Participant on the first business day when the Participant is not prohibited from selling shares of Common Stock on an established stock exchange or
stock market, but in no event later than December 31 of the calendar year in which the Original Issuance Date occurs (that is, the last day of the
Participant’s taxable year in which the Original Issuance Date occurs), or, if permitted in a manner that complies with Treasury Regulations
Section 1.409A-1(b)(4), no later than the date that is the 15th day of the third calendar month of the year following the year in which the shares of
Common Stock in respect of this Award are no longer subject to a “substantial risk of forfeiture” within the meaning of Treasury Regulations
Section 1.409A-1(d).
4. Prohibitions on Transfer and Sale. This Award (including any additional RSUs received by the Participant as a result of stock dividends, stock
splits or any other similar transaction affecting the Company’s securities without receipt of consideration) shall not be transferable by the Participant
otherwise than (i) by will or by the laws of descent and distribution, or (ii) pursuant to a qualified domestic relations order as defined by the Internal
Revenue Code or Title I of the Employee Retirement Income Security Act or the rules thereunder. Except as provided in the previous sentence, the
shares of Common Stock to be issued pursuant to this Agreement shall be issued, during the Participant’s lifetime, only to the Participant (or, in the
event of legal incapacity or incompetence, to the Participant’s guardian or representative). This Award shall not be assigned, pledged or hypothecated in
any way (whether by operation of law or otherwise) and shall not be subject to execution, attachment or similar process. Any attempted transfer,
assignment, pledge, hypothecation or other disposition of this Award or of any rights granted hereunder contrary to the provisions of this Section 4, or
the levy of any attachment or similar process upon this Award shall be null and void.
5. Adjustments. The Plan contains provisions covering the treatment of RSUs and shares of Common Stock in a number of contingencies such as
Capitalization Adjustments and Corporate Transactions. Provisions in the Plan for adjustment with respect to this Award and the related provisions with
respect to successors to the business of the Company are hereby made applicable hereunder and are incorporated herein by reference.
6. Securities Law Compliance. The Participant specifically acknowledges and agrees that any sales of shares of Common Stock shall be made in
accordance with the requirements of the Securities Act. The Company currently has an effective registration statement on file with the Securities and
Exchange Commission with respect to the Common Stock to be granted hereunder. The Company intends to maintain this registration statement but has
no obligation to do so. If the registration statement ceases to be effective for any reason, Participant will not be able to transfer or sell any of the shares
of Common Stock issued to the Participant pursuant to this Agreement unless exemptions from registration or filings under applicable securities laws
are available. Furthermore, despite registration, applicable securities laws may restrict the ability of the Participant to sell his or her Common Stock,
including due to the Participant’s affiliation with the Company. The Company shall not be obligated to either issue the Common Stock or permit the
resale of any shares of Common Stock if such issuance or resale would violate any applicable securities law, rule or regulation.
7. Rights as a Stockholder. The Participant shall have no right as a stockholder, including voting and dividend rights, with respect to the RSUs
subject to this Agreement.
8. Incorporation of the Plan. The Participant specifically understands and agrees that the RSUs and the shares of Common Stock to be issued
under the Plan will be issued to the Participant pursuant to the Plan, a copy of which Plan the Participant acknowledges he or she has read and
understands and by which Plan he or she agrees to be bound. The provisions of the Plan are incorporated herein by reference. In addition, this RSU (and
any compensation paid or
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shares issued pursuant to this Agreement) is subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection
Act and any implementing regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise
required by applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right to resign for “good reason”
or for a “constructive termination” (or similar term) under any agreement with the Company.
9. Tax Liability of the Participant and Payment of Taxes. The Participant acknowledges and agrees that any income or other taxes due from the
Participant with respect to this Award or the shares of Common Stock to be issued pursuant to this Agreement or otherwise sold shall be the Participant’s
responsibility. Without limiting the foregoing, the Participant agrees that if under applicable law the Participant will owe taxes at each vesting or
settlement date on the portion of the Award then vested or settled, as applicable, the Company shall be entitled to immediate payment from the
Participant of the amount of any tax or other amounts required to be withheld by the Company by applicable law or regulation. Any taxes or other
amounts due shall be paid as follows:
(a) subject to approval by the Board or Committee, as applicable, through reducing the number of shares of Common Stock entitled to be
issued to the Participant on the applicable settlement date in an amount not in excess of the maximum amount of tax required to be withheld by law (or
such other amount as may be necessary to avoid classification of this Award as a liability for financial accounting purposes). Fractional shares will not
be retained to satisfy any portion of the Company’s withholding obligation. Accordingly, the Participant agrees that in the event that the amount of
withholding required would result in a fraction of a share being owed, that amount will be satisfied by withholding the fractional amount from the
Participant’s paycheck;
(b) at the option of the Company, by requiring the Participant to deposit with the Company an amount of cash equal to the amount
determined by the Company to be required to be withheld with respect to the statutory minimum amount of the Participant’s total tax and other
withholding obligations due and payable by the Company or otherwise withholding from the Participant’s paycheck an amount equal to such amounts
due and payable by the Company; or
(c) if the Company believes that the sale of shares can be made in compliance with applicable securities laws, authorizing, at a time when
the Participant is not in possession of material nonpublic information, the sale by the Participant on the applicable vesting date of such number of shares
of Common Stock as necessary to sell to satisfy the Company’s withholding obligation, after deduction of the broker’s commission, and the broker shall
be required to remit to the Company the cash necessary in order for the Company to satisfy its withholding obligation. To the extent the proceeds of such
sale exceed the Company’s withholding obligation, the Company agrees to pay such excess cash to the Participant as soon as practicable. In addition, if
such sale is not sufficient to pay the Company’s withholding obligation, the Participant agrees to pay to the Company as soon as practicable, including
through additional payroll withholding, the amount of any withholding obligation that is not satisfied by the sale of shares of Common Stock. The
Participant agrees to hold the Company and the broker harmless from all costs, damages or expenses relating to any such sale. The Participant
acknowledges that the broker is under no obligation to arrange for such sale at any particular price. In connection with such sale of shares of Common
Stock, the Participant shall execute any such documents requested by the broker in order to effectuate the sale of shares of Common Stock and payment
of the withholding obligation to the Company. The Participant acknowledges that this paragraph is intended to comply with Section 10b5-1(c)(1)(i)(B)
under the Exchange Act.
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The Company shall not deliver any shares of Common Stock to the Participant until it is satisfied that all required withholdings have been made.
10. Participant Acknowledgements and Authorizations.
The Participant acknowledges the following:
(a) The Company is not by the Plan or this Award obligated to continue the Participant as an employee, director or consultant of the
Company or an Affiliate.
(b) The Plan is discretionary in nature and may be suspended or terminated by the Company at any time.
(c) The grant of this Award is considered a one-time benefit and does not create a contractual or other right to receive any other award
under the Plan, benefits in lieu of awards or any other benefits in the future.
(d) The Plan is a voluntary program of the Company and future awards, if any, will be at the sole discretion of the Company, including, but
not limited to, the timing of any grant, the amount of any award, vesting provisions and the purchase price, if any.
(e) The value of this Award is an extraordinary item of compensation outside of the scope of the Participant’s employment or consulting
contract, if any. As such the Award is not part of normal or expected compensation for purposes of calculating any severance, resignation, redundancy,
end of service payments, bonuses, long-service awards, pension or retirement benefits or similar payments. The future value of the shares of Common
Stock is unknown and cannot be predicted with certainty.
(f) The Participant (i) authorizes the Company and each Affiliate and any agent of the Company or any Affiliate administering the Plan or
providing Plan recordkeeping services, to disclose to the Company or any of its Affiliates such information and data as the Company or any such
Affiliate shall request in order to facilitate the grant of the Award and the administration of the Plan; and (ii) authorizes the Company and each Affiliate
to store and transmit such information in electronic form for the purposes set forth in this Agreement.
11. Notices. Any notices required or permitted by the terms of this Agreement or the Plan shall be given by recognized courier service, facsimile,
registered or certified mail, return receipt requested, addressed as follows:
If to the Company:
430 East 29th Street
New York, New York 10016
Attn: General Counsel
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If to the Participant at the address set forth on the Restricted Stock Unit Award Grant Notice or to such other address or addresses of which notice in the
same manner has previously been given.
Any such notice shall be deemed to have been given on the earliest of receipt, one business day following delivery by the sender to a recognized courier
service, or three business days following mailing by registered or certified mail.
12. Assignment and Successors.
(a) This Agreement is personal to the Participant and without the prior written consent of the Company shall not be assignable by the
Participant otherwise than by will or the laws of descent and distribution. This Agreement shall inure to the benefit of and be enforceable by the
Participant’s legal representatives.
(b) This Agreement shall inure to the benefit of and be binding upon the Company and its successors and assigns.
13. Governing Law. This Agreement shall be construed and enforced in accordance with the laws of the State of Delaware, without giving effect
to the conflict of law principles thereof. For the purpose of litigating any dispute that arises under this Agreement, whether at law or in equity, the parties
hereby consent to exclusive jurisdiction in the state of New York and agree that such litigation shall be conducted in the state courts of the state of New
York or the federal courts of the United States for the District of Manhattan.
14. Severability. If any provision of this Agreement is held to be invalid or unenforceable by a court of competent jurisdiction, then such provision
or provisions shall be modified to the extent necessary to make such provision valid and enforceable, and to the extent that this is impossible, then such
provision shall be deemed to be excised from this Agreement, and the validity, legality and enforceability of the rest of this Agreement shall not be
affected thereby.
15. Entire Agreement. This Agreement, together with the Plan, constitutes the entire agreement and understanding between the parties hereto with
respect to the subject matter hereof and supersedes all prior oral or written agreements and understandings relating to the subject matter hereof. No
statement, representation, warranty, covenant or agreement not expressly set forth in this Agreement shall affect or be used to interpret, change or
restrict the express terms and provisions of this Agreement; provided, however, in any event, this Agreement shall be subject to and governed by the
Plan.
16. Modifications and Amendments; Waivers and Consents. The terms and provisions of this Agreement may be modified or amended as provided
in the Plan. Except as provided in the Plan, the terms and provisions of this Agreement may be waived, or consent for the departure therefrom granted,
only by written document executed by the party entitled to the benefits of such terms or provisions. No such waiver or consent shall be deemed to be or
shall constitute a waiver or consent with respect to any other terms or provisions of this Agreement, whether or not similar. Each such waiver or consent
shall be effective only in the specific instance and for the purpose for which it was given, and shall not constitute a continuing waiver or consent.
17. Section 409A. The Award of RSUs evidenced by this Agreement is intended to be exempt from the nonqualified deferred compensation rules
of Section 409A of the Code as a
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“short term deferral” (as that term is used in the final regulations and other guidance issued under Section 409A of the Code, including Treasury
Regulation Section 1.409A-1(b)(4)(i)), and shall be construed accordingly. However, if (i) this Award fails to satisfy the requirements of the short-term
deferral rule and is otherwise not exempt from, and therefore deemed to be deferred compensation subject to, Section 409A of the Code, (ii) the
Participant is deemed by the Company at the time of the Participant’s “separation from service” (as such term is defined in Treasury Regulations
Section 1.409A-1(h) without regard to any alternative definition thereunder) to be a “specified employee” for purposes of Section 409A(a)(2)(B)(i) of
the Code, and (iii) any of the payments set forth herein are issuable upon such separation from service, then to the extent delayed commencement of any
portion of such payments is required to avoid a prohibited distribution under Section 409A(a)(2)(B)(i) of the Code and the related adverse taxation under
Section 409A of the Code, such payments will not be provided to the Participant prior to the earliest of (a) the date that is six (6) months and one (1) day
after the date of such separation from service, (b) the date of the Participant’s death, or (c) such earlier date as permitted under Section 409A of the Code
without the imposition of adverse taxation. Upon the first business day following the expiration of such applicable Code Section 409A(a)(2)(B)(i)
period, all payments deferred pursuant to this Section 17 will be paid in a lump sum to the Participant, and any remaining payments due will be paid as
otherwise provided herein. Each installment of RSUs that vests under this Award is a “separate payment” for purposes of Treasury Regulations
Section 1.409A-2(b)(2).
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Exhibit 31.1
CERTIFICATIONS UNDER SECTION 302
I, Sharon Mates, Ph.D., certify that:
1. I have reviewed this quarterly report on Form 10-Q of Intra-Cellular Therapies, 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. The registrant’s other certifying officer(s) and I are 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 our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 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 our
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. The registrant’s other certifying officer(s) and I have disclosed, based on our 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: August 10, 2020
/s/ Sharon Mates, Ph.D.
Sharon Mates, Ph.D.
Chairman, President and Chief Executive Officer
(principal executive officer)

Exhibit 31.2
CERTIFICATIONS UNDER SECTION 302
I, Lawrence J. Hineline, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Intra-Cellular Therapies, 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. The registrant’s other certifying officer(s) and I are 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 our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 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 our
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. The registrant’s other certifying officer(s) and I have disclosed, based on our 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: August 10, 2020
/s/ Lawrence J. Hineline
Lawrence J. Hineline
Senior Vice President of Finance and Chief Financial Officer
(principal financial officer)

Exhibit 32
CERTIFICATIONS UNDER SECTION 906
Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code),
each of the undersigned officers of Intra-Cellular Therapies, Inc., a Delaware corporation (the “Company”), does hereby certify, to such officer’s
knowledge, that:
The Quarterly Report for the quarter ended June 30, 2020 (the “Form 10-Q”) of the Company fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and the information contained in the Form 10-Q fairly presents, in all material respects,
the financial condition and results of operations of the Company.
Dated: August 10, 2020

/s/ Sharon Mates, Ph.D.
Sharon Mates, Ph.D.
Chairman, President and Chief Executive Officer
(principal executive officer)

Dated: August 10, 2020

/s/ Lawrence J. Hineline
Lawrence J. Hineline
Senior Vice President of Finance and Chief Financial Officer
(principal financial officer)

