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Loan Agreement Entered Into with Broadfin Healthcare Master Fund, Ltd.
 

As of December 3, 2013, our U.S. subsidiaries, Flamel US Holdings Inc., Flamel Technologies, Inc., Éclat Pharmaceuticals, LLC and Talec Pharma
LLC (each a “Borrower” and collectively, the “Borrowers”), entered into a Facility Agreement (the “Facility”) with Broadfin Healthcare Master Fund, Ltd.
(“Broadfin”) providing for loans by Broadfin in an aggregate amount not to exceed $15.0 million. The loans under the Facility are guaranteed by Flamel
Technologies, S.A. (“Flamel”) and are secured by a first priority security interest in intellectual property associated with Flamel’s Medusa technology and a
junior lien on substantially all of the assets of the Borrowers, which were previously pledged in connection with the $15.0 million Facility Agreement dated
December 31, 2012, among Flamel US Holdings, Deerfield Private Design Fund II, L.P. and Deerfield Private Design International II, L.P (the “Deerfield
Credit Facility”), the Royalty Agreement, dated February 4, 2013, among Éclat Pharmaceuticals LLC, Horizon Santé FLML, Sarl and Deerfield Private
Design Fund II, L.P and the Note Agreement, dated March 13, 2012 (the “Éclat Note Purchase Agreement”), among Flamel, Flamel US Holdings, Inc. and
Breaking Stick LLC, formerly Éclat Holdings, LLC. In addition, we have agreed to grant a junior lien on certain equipment located in France, if such
equipment is pledged under the Deerfield Credit Facility and/or the Éclat Note Purchase Agreement. We will use proceeds under the Facility for general
working capital purposes.

 
Under the terms of the Facility, upon closing Broadfin made an initial loan of $5.0 million and the Borrowers may request, at any time prior to

August 15, 2014, up to two additional loans in the amount of $5.0 million each, with funding subject to certain specified conditions. Loans under the Facility
will mature upon the earlier to occur of (i) January 31, 2017 and (ii) the repayment in full of all outstanding amounts under the Deerfield Credit Facility, but
in no event prior to November 15, 2015. We may also be required to repay a portion of the loans under the Facility upon the sale of certain assets. We may
prepay the outstanding loans under the Facility at any time, without prepayment penalty. Interest will accrue on loans under the Facility at a rate of 12.5% per
annum, payable quarterly in arrears, commencing on January 1, 2014, and on the first business day of each April, July, October and January thereafter.

 
The Facility also includes certain customary representations and warranties, including that we are conducting our business in compliance with our

organizational documents, no default or event of default has occurred under the Facility or certain related documents, we are generally capable of paying our
debts as they become due and we do not have any liens or indebtedness, other than certain liens and debts permitted in the Facility. The Facility also includes
customary covenants, including limitations on our ability to incur additional indebtedness or to permit liens on our assets, as well as indemnification and other
customary loan-related provisions.

 
In connection with entering into the Facility, Éclat Pharmaceuticals, LLC also entered into a Royalty Agreement with Broadfin, dated as of

December 3, 2013 (the “Royalty Agreement”). Pursuant to the Royalty Agreement, we are required to pay a royalty of 0.834% on the net sales of certain
products sold by Éclat Pharmaceuticals, LLC and any of its affiliates until December 31, 2024. The amount of the royalty payable under the Royalty
Agreement will increase by 0.583% for each additional loan made under the Facility, if any, up to a maximum royalty amount of 2.0%.

 
Concurrent with entering into the Facility, the Borrowers also amended the terms of the Deerfield Credit Agreement and the Éclat Note Purchase

Agreement to, among other things, permit the indebtedness and liens under the Facility and to grant a junior lien to the respective lenders on the Medusa
Technology. The amendment to the Éclat Note Purchase Agreement also eliminates, effective as of December 31, 2014, the thresholds that must be reached
before repayment is required on the note issued pursuant to the Éclat Note Purchase Agreement.
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