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CALCULATION OF REGISTRATION FEE

Title of each class of Securities
to be Registered

Amount to be
Registered

Proposed Maximum
Offering Price per

Security

Proposed Maximum
Aggregate Offering

Price
Amount of

Registration Fee

Convertible Subordinated Notes due 2023 $287,500,000(1)(2) 100% $287,500,000(1)(2) $39,215(3)

Common Stock, par value $0.01 per share(4) (5) (5) (5) (6)

(1)
Equals the aggregate principal amount of Convertible Subordinated Notes due 2023 to be registered hereunder.

(2)
Includes $37,500,000 in aggregate principal amount of Convertible Subordinated Notes due 2023 that may be offered and sold
pursuant to an option to purchase additional notes granted to the underwriters.

(3)
Calculated pursuant to Rule 457(o) under the Securities Act. Pursuant to Rule 457(p), the $39,215 registration fee is offset by the
$11,160 registration fee that was paid, but not used, in connection with the registrant's Registration Statement No. 333-160761 filed on
July 23, 2009.

(4)
The common stock being registered hereby includes associated rights to acquire Series A junior participating preferred stock of
Theravance, Inc., pursuant to the Rights Agreement described in the prospectus.

(5)
Pursuant to Rule 416 of the Securities Act, the registration statement shall include an indeterminate number of shares of common stock
that may be used or issuable in connection with stock splits, stock dividends, recapitalizations or similar events.

(6)
Pursuant to Rule 457(i) under the Securities Act, no separate registration fee is required for the shares of common stock underlying the
Convertible Subordinated Notes due 2023 because no additional consideration is to be received in connection with the exercise of the
conversion privilege.
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PROSPECTUS

$250,000,000

2.125% Convertible Subordinated Notes due 2023

              We are offering $250,000,000 principal amount of our 2.125% convertible subordinated notes. The notes will bear interest at the rate of
2.125% per year, payable semiannually on January 15 and July 15 of each year, beginning July 15, 2013. The notes will mature on January 15,
2023.

              Holders may convert their notes into shares of our common stock at an initial conversion rate of 35.9903 shares for each $1,000 in notes
(equivalent to an initial conversion price of approximately $27.79 per share), subject to adjustment, at any time prior to the close of business on
the second business day immediately preceding the stated maturity date.

              We may not redeem the notes prior to their stated maturity date.

              If we experience a "fundamental change," as defined herein, each holder may require us to purchase for cash all or a portion of such
holders' notes at a redemption price equal to 100% of the principal amount of the notes to be redeemed, plus accrued and unpaid interest to but
excluding the repurchase date. In addition, we will in some circumstances increase the conversion rate of the notes with a make-whole premium
for conversions in connection with certain fundamental changes.

              The notes will be our unsecured subordinated obligations and will be subordinated in right of payment to all of our existing and future
senior indebtedness and effectively subordinated to all of our existing and future secured indebtedness to the extent of the value of the assets
securing that indebtedness and to all existing and future indebtedness and other liabilities of our subsidiaries.

              Our common stock is listed on the Nasdaq Global Market under the symbol "THRX." On January 17, 2013, the last reported sale price
of our common stock was $20.97 per share.

Investing in the notes involves risks that are described in the "Risk Factors" section beginning on
page 17 of this prospectus.

Per Note Total
Public offering price(1) 100.00% $ 250,000,000
Underwriting discount 1.85% $ 4,625,000
Proceeds, before expenses, to us(1) 98.15% $ 245,375,000

(1)
Plus accrued interest from January 24, 2013, if settlement occurs after that date.
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              The underwriters may also purchase up to an additional $37,500,000 principal amount of notes within 30 days from the date of this
prospectus.

              Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

              The notes will be ready for delivery in book-entry form only through the facilities of The Depository Trust Company for the accounts of
its participants on or about January 24, 2013.

BofA Merrill Lynch
Leerink Swann Piper Jaffray

The date of this prospectus is January 17, 2013.
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Neither we nor the underwriters have authorized anyone to provide you with any information other than that contained or
incorporated by reference in this prospectus or any free writing prospectus prepared by or on behalf of us or to which we have referred
you. We and the underwriters take no responsibility for, and can provide no assurance as to the reliability of, any other information
that others may give you. If anyone provides you with different or inconsistent information, you should not rely on it. We are not, and
the underwriters are not, making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted. Our
business, financial condition, results of operations and prospects may have changed since those dates. You should read this prospectus,
including the documents incorporated by reference in this prospectus, when making your investment decision. You should also read and
consider the information in the documents we have referred you to in the section of the prospectus entitled "Where You Can Find More
Information."
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 ABOUT THIS PROSPECTUS

This prospectus contains summaries of certain provisions contained in some of the documents described herein, but reference is
made to the actual documents for complete information. All of the summaries are qualified in their entirety by the actual documents.
Some of the documents referred to herein have been filed as exhibits to the registration statement of which this prospectus is a part,
while others are incorporated by reference from our previously filed periodic reports or our Registration Statement on Form 8-A
(Commission File No. 000-30319), filed on September 27, 2004, and amendments thereto, including their exhibits, and you may obtain
copies of these documents as described below under "Where You Can Find More Information."

General information about us can be found on our website at "http://www.theravance.com". The information on our website is
for information only and should not be relied on for investment purposes. The information on our website is not incorporated by
reference into this prospectus and should not be considered part of this or any other report filed with the Securities and Exchange
Commission.

You should not assume that the information contained in, or incorporated by reference into, this document is accurate as of any
date after the respective dates of the documents containing the information. Our business, financial condition, results of operations and
prospects may have changed since that date.

              We incorporate important information into this prospectus by reference. You may obtain the information incorporated by reference into
this prospectus without charge by following the instructions under "Where You Can Find More Information" in this prospectus. Generally, when
we refer to "this prospectus," we are referring to this prospectus as well as to the information incorporated by reference herein. You should
carefully read this prospectus and the additional information described under "Where You Can Find More Information" before investing in the
notes.

              We further note that the representations, warranties and covenants made by us in any agreement that is filed as an exhibit to any
document that is incorporated by reference in this prospectus were made solely for the benefit of the parties to such agreement, including, in
some cases, for the purpose of allocating risk among the parties to such agreements, and should not be deemed to be a representation, warranty
or covenant to you. Moreover, such representations and warranties or covenants may not have been accurate when made or if accurate, were
accurate only as of the date when made. Accordingly, such representations, warranties and covenants should not be relied on as accurately
representing the current state of our affairs.

              Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus to "Theravance," "the Company,"
"we," "us" and "our" refer to Theravance, Inc., a Delaware corporation and its consolidated subsidiaries.

              Theravance and the Theravance logo are our registered trademarks. RELVAR�, BREO�, ANORO� and ELLIPTA� are trademarks of the
GlaxoSmithKline group of companies. The use of these brand names has not yet been approved by any regulatory authority. Other trademarks,
tradenames or service marks of other companies appearing in this prospectus are the property of their respective owners.

              We reserve the right to withdraw this offering of notes at any time. We and the underwriters also reserve the right to reject any offer to
purchase the notes offered hereby, in whole or in part, for any reason, or to sell less than the amount of notes offered hereby.
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 NOTE REGARDING FORWARD-LOOKING STATEMENTS

              The information in this prospectus contains forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended (Securities Act), and Section 21E of the Securities Exchange Act of 1934, as amended. Such statements are based upon
current expectations that involve risks and uncertainties. Any statements contained herein that are not of historical fact, including, without
limitation, statements regarding our strategy, future operations, future financial position, future revenues, projected costs and expenses,
prospects, plans, goals and objectives, may be forward-looking statements. The words "anticipates," "believes," "designed," "estimates,"
"expects," "goal," "intends," "may," "plans," "projects," "pursuing," "will," "would" and similar expressions (including the negatives thereof) are
intended to identify forward-looking statements, although not all forward-looking statements contain these identifying words. We may not
actually achieve the plans, intentions, expectations or objectives disclosed in our forward-looking statements and the assumptions underlying our
forward-looking statements may prove incorrect. Therefore, you should not place undue reliance on our forward-looking statements. Actual
results or events may differ significantly from the results discussed in the forward-looking statements we make. Factors that might cause such a
discrepancy include but are not limited to those discussed below in "Risk Factors." All forward-looking statements in this document are based on
information available to us as of the date hereof and we assume no obligation to update any such forward-looking statements.

 WHERE YOU CAN FIND MORE INFORMATION

              We have filed with the Securities and Exchange Commission (SEC) a registration statement on Form S-3 under the Securities Act
relating to the notes and the common stock issuable upon conversion thereof offered by this prospectus. This prospectus is a part of that
registration statement, which includes additional information not contained in this prospectus.

              We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any
document we file with the SEC (including exhibits to such documents) at the SEC's Public Reference Room at 100 F Street, N.E., Room 1580,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the Public Reference Room. Our SEC filings are
also available to the public at the SEC's website at www.sec.gov.
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 INCORPORATION BY REFERENCE

              The SEC allows us to "incorporate by reference" the information we file with them, which means that we can disclose important
information to you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus,
and information that we file later with the SEC will automatically update and supersede this information. We incorporate by reference the
documents listed below (except the information contained in such documents to the extent "furnished" and not "filed") and any future filings we
make with the SEC under Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934:

1.
Annual Reports on Form 10-K and 10-K/A for the year ended December 31, 2011, filed on February 27, 2012 and
May 24, 2012, respectively.

2.
All information in our proxy statement filed with the SEC on April 16, 2012 and May 7, 2012 to the extent
incorporated by reference in our Annual Report on Form 10-K for the year ended December 31, 2011.

3.
Quarterly Report on Form 10-Q for the quarter ended March 31, 2012, filed on May 2, 2012.

4.
Quarterly Report on Form 10-Q for the quarter ended June 30, 2012, filed on August 1, 2012.

5.
Quarterly Report on Form 10-Q for the quarter ended September 30, 2012, filed on October 31, 2012.

6.
Our current reports on Form 8-K filed on January 6, 2012, January 9, 2012, February 9, 2012 (but only with
respect to Item 5.02), March 23, 2012, April 2, 2012, May 16, 2012, May 17, 2012, May 22, 2012, May 24, 2012,
June 19, 2012, July 2, 2012, July 13, 2012, September 4, 2012 (reporting on Item 8.01 matters), September 19,
2012, September 26, 2012, October 16, 2012, October 24, 2012, December 14, 2012, December 18, 2012,
January 9, 2013 and January 16, 2013.

7.
The description of our common stock and preferred stock purchase rights contained in the Registration Statement
on Form 8-A filed with the SEC on September 27, 2004.

              You may request, and we will provide you with, a copy of these filings, at no cost, by calling us at (650) 808-6000 or by writing to us at
the following address:

Theravance, Inc.
901 Gateway Boulevard

South San Francisco, CA 94080
Attn: Investor Relations

              Any statement contained in a document incorporated or deemed to be incorporated by reference into this prospectus shall be deemed to
be modified or superseded for purpose of this prospectus to the extent that a statement contained in this prospectus (or in any document
incorporated by reference therein) or in any other subsequently filed document that is or is deemed to be incorporated by reference into this
prospectus modifies or supersedes such statement. Any statement so modified or superseded shall not be deemed, except as so modified or
superseded, to constitute a part of this prospectus.

              To the extent that any information contained in any Current Report on Form 8-K, or any exhibit thereto, was furnished to, rather than
filed with, the SEC, such information or exhibit is not incorporated by reference in this prospectus.
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 PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere or incorporated by reference in this prospectus. This summary may
not contain all the information that you should consider before investing in our notes. You should read the entire prospectus carefully, including
"Risk Factors" and the financial statements incorporated by reference in this prospectus, before making an investment decision. Unless the
context otherwise requires, any reference to "Theravance," "we," "our" and "us" in this prospectus refers to Theravance, Inc., a Delaware
corporation, and its subsidiaries.

 Theravance, Inc.

              Theravance is a biopharmaceutical company with a pipeline of internally discovered product candidates and strategic collaborations
with pharmaceutical companies. We are focused on the discovery, development and commercialization of small molecule medicines across a
number of therapeutic areas including respiratory disease, bacterial infections, and central nervous system (CNS)/pain. Our key programs
include: RELVAR� or BREO� (fluticasone furoate/vilanterol), ANORO� (umeclidinium bromide/vilanterol) and MABA (Bifunctional Muscarinic
Antagonist-Beta2 Agonist), each partnered with GlaxoSmithKline plc (GSK), and our oral Peripheral Mu Opioid Receptor Antagonist program.
By leveraging our proprietary insight of multivalency to drug discovery, we are pursuing a best-in-class strategy designed to discover superior
medicines in areas of significant unmet medical need.

              Our strategy focuses on the discovery, development and commercialization of medicines with superior efficacy, convenience,
tolerability and/or safety. Our proprietary approach combines chemistry and biology to discover new product candidates using our expertise in
multivalency. Multivalency refers to the simultaneous attachment of a single molecule to multiple binding sites on one or more biological
targets. When compared to monovalency, whereby a molecule attaches to only one binding site, multivalency can significantly increase a
compound's potency, duration of action and/or selectivity. Multivalent compounds generally consist of several individual small molecules, at
least one of which is biologically active when bound to its target, joined by linking components. In addition, we believe that we can enhance the
probability of successfully developing and commercializing medicines by identifying at least two structurally different product candidates,
whenever practicable, in each therapeutic program.

4
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Our Programs

              The table below summarizes the status of our most advanced product candidates for internal development or co-development.

Key: ADHD:    Attention Deficit Hyperactivity Disorder; CNS: Central Nervous System; COPD: Chronic Obstructive Pulmonary
Disease; FF: Fluticasone Furoate; GI: Gastrointestinal; LAMA: Long-Acting Muscarinic Antagonist; MABA: Bifunctional
Muscarinic Antagonist-Beta

2
 Agonist; UMEC: Umeclidinium; VI: Vilanterol

              In the table above:

�
Development Status indicates the most advanced stage of development that has been completed or is in process.

�
Phase 1 indicates initial clinical safety testing in healthy volunteers, or studies directed toward understanding the
mechanisms of action of the drug.

�
Phase 2 indicates further clinical safety testing and preliminary efficacy testing in a limited patient population.

�
Phase 3 indicates evaluation of clinical efficacy and safety within an expanded patient population.

�
Filed indicates that a marketing application has been submitted to a regulatory authority. The RELVAR� or BREO�
applications are under review and the ANORO� submissions are not yet under review.

�
We consider programs in which at least one compound has successfully completed a Phase 2a study showing efficacy and
tolerability as having achieved Proof-of-Concept.

5
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Our Relationship with GlaxoSmithKline

LABA collaboration

              In November 2002, we entered into our long-acting beta2 agonist (LABA) collaboration with GSK to develop and commercialize
once-daily LABA products for the treatment of chronic obstructive pulmonary disease (COPD) and asthma. For the treatment of COPD, the
collaboration is developing two combination products: (1) RELVAR� or BREO� (FF/VI), an investigational once-daily combination medicine
consisting of a LABA, vilanterol (VI), and an inhaled corticosteroid (ICS), fluticasone furoate (FF) and (2) ANORO� (UMEC/VI), a once-daily
investigational medicine combining a long-acting muscarinic antagonist (LAMA), umeclidinium bromide (UMEC), with a LABA, VI. For the
treatment of asthma, the collaboration is developing FF/VI. The FF/VI program is aimed at developing a once-daily combination LABA/ICS to
succeed GSK's Advair®/Seretide� (salmeterol and fluticasone as a combination) franchise, which had reported 2011 sales of approximately
$8.1 billion, and to compete with Symbicort® (formoterol and budesonide as a combination), which had reported 2011 sales of approximately
$3.1 billion. ANORO�, which is also a combination product, is targeted as an alternative treatment option to Spiriva® (tiotropium), a once-daily,
single-mechanism bronchodilator, which had reported 2011 sales of approximately $4.2 billion.

              In the event that a product containing VI is successfully developed and commercialized, we will be obligated to make milestone
payments to GSK which could total as much as $220.0 million if both a single-agent and a combination product or two different combination
products are launched in multiple regions of the world. These potential milestone payments could be payable to GSK within the next two years.
We are entitled to annual royalties from GSK of 15% on the first $3.0 billion of annual global net sales and 5% for all annual global net sales
above $3.0 billion. Sales of single-agent LABA medicines and combination medicines would be combined for the purposes of this royalty
calculation. For other products combined with a LABA from the LABA collaboration, such as ANORO�, royalties are upward tiering and range
from the mid-single digits to 10%. However, if GSK is not selling a LABA/ICS combination product at the time that the first other LABA
combination is launched, then the royalties described above for the LABA/ICS combination medicine would be applicable.

2004 Strategic Alliance

              In March 2004, we entered into our strategic alliance with GSK. Under this alliance, GSK received an option to license exclusive
development and commercialization rights to product candidates from certain of our discovery programs on pre-determined terms and on an
exclusive, worldwide basis. Upon GSK's decision to license a program, GSK is responsible for funding all future development, manufacturing
and commercialization activities for product candidates in that program. In addition, GSK is obligated to use diligent efforts to develop and
commercialize product candidates from any program that it licenses. If the program is successfully advanced through development by GSK, we
are entitled to receive clinical, regulatory and commercial milestone payments and royalties on any sales of medicines developed from the
program. If GSK chooses not to license a program, we retain all rights to the program and may continue the program alone or with a third party.

              In 2005, GSK licensed our bifunctional muscarinic antagonist-beta2 agonist (MABA) program for the treatment of COPD, and in
October 2011, we and GSK expanded the MABA program by adding six additional Theravance-discovered preclinical MABA compounds (the
"Additional MABAs"). GSK's development, commercialization, milestone and royalty obligations under the strategic alliance remain the same
with respect to '081, the lead compound in the MABA program. GSK is obligated to use diligent efforts to develop and commercialize at least
one MABA within the MABA program, but may terminate progression of any or all Additional MABAs at any time and return them to us, at
which point we may develop and commercialize such Additional MABAs alone or with a third party.
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Both GSK and we have agreed not to conduct any MABA clinical studies outside of the strategic alliance so long as GSK is in possession of the
Additional MABAs. If a single-agent MABA medicine containing '081 is successfully developed and commercialized, we are entitled to receive
royalties from GSK of between 10% and 20% of annual global net sales up to $3.5 billion, and 7.5% for all annual global net sales above
$3.5 billion. If a MABA medicine containing '081 is commercialized only as a combination product, such as a MABA/ICS, the royalty rate is
70% of the rate applicable to sales of the single-agent MABA medicine. For single-agent MABA medicines containing an Additional MABA,
we are entitled to receive royalties from GSK of between 10% and 15% of annual global net sales up to $3.5 billion, and 10% for all annual
global net sales above $3.5 billion. For combination products containing an Additional MABA, such as a MABA/ICS, the royalty rate is 50% of
the rate applicable to sales of the single-agent MABA medicine. If a MABA medicine containing '081 is successfully developed and
commercialized in multiple regions of the world, we could earn total milestone payments of up to $125.0 million for a single-agent medicine and
up to $250.0 million for both a single-agent and a combination medicine. If a MABA medicine containing an Additional MABA is successfully
developed and commercialized in multiple regions of the world, we could earn total milestone payments of up to $129.0 million. GSK has no
further option rights on any of our research or development programs under the strategic alliance.

Program Highlights

Respiratory Programs with GSK

RELVAR� or BREO� (FF/VI)

              FF/VI is an investigational once-daily ICS/LABA combination treatment, comprising fluticasone furoate and vilanterol, for the
maintenance treatment of patients with COPD and patients with asthma. FF/VI is administered by a new dry powder inhaler called ELLIPTA�.
RELVAR� (FF/VI for the European Union (EU) and Japan), BREO� (FF/VI for the United States (U.S.)), and ELLIPTA� (for the EU, U.S. and
Japan) are proposed brand names and use of these brand names has not yet been approved by any regulatory authority.

              In September 2012, GSK and Theravance announced that the New Drug Application (NDA) for FF/VI for patients with COPD was
accepted by the U.S. Food and Drug Administration (FDA), indicating that the application is sufficiently complete to permit a substantive
review. The Prescription Drug User Fee Act goal date was confirmed as May 12, 2013 and the FDA's Pulmonary-Allergy Drugs Advisory
Committee is scheduled to discuss the NDA for BREO� for COPD at a meeting on March 7, 2013. GSK and Theravance also reported that the
Marketing Authorization Application for FF/VI for COPD and asthma was validated by the European Medicines Agency (EMA) and GSK also
submitted a Japanese New Drug Application for FF/VI for patients with COPD and asthma in September 2012.

ANORO� (UMEC/VI)

              UMEC/VI is a once-daily investigational medicine, combining a LAMA, UMEC, and a LABA, VI, for the maintenance treatment of
patients with COPD. UMEC/VI is administered by the ELLIPTA� dry powder inhaler.

              In December 2012, GSK and Theravance announced the submission to the FDA of a NDA for UMEC/VI for patients with COPD. In
January 2013, GSK and Theravance announced the submission of a regulatory application to the EMA for UMEC/VI for patients with COPD.
Regulatory submissions for UMEC/VI are planned in other countries during the course of 2013.
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Inhaled Bifunctional Muscarinic Antagonist-Beta2 Agonist (MABA)

              GSK961081 ('081) is an investigational, single molecule bifunctional bronchodilator with both muscarinic antagonist and beta2 receptor
agonist activities. Based on the results from the Phase 2b study, GSK and Theravance plan to advance '081 monotherapy into Phase 3 in 2013
and the '081/FF combination into Phase 3-enabling studies shortly.

Bacterial Infections Program

VIBATIV® (telavancin)

              VIBATIV® (telavancin) is a bactericidal, once-daily injectable antibiotic approved in the U.S. and Canada for the treatment of adult
patients with complicated skin and skin structure infections (cSSSI) caused by susceptible Gram-positive bacteria. In November 2012, the FDA's
Anti-Infective Drugs Advisory Committee (Committee) met to discuss the NDA for VIBATIV® for nosocomial pneumonia (NP). The
Committee was asked to consider the totality of data presented including analyses of clinical cure and 28-day all-cause mortality. The
Committee voted 6 (yes) and 9 (no) that the results provide substantial evidence of the safety and effectiveness of VIBATIV® for the requested
indication of the treatment of NP, including ventilator-associated pneumonia, caused by susceptible isolates of the following Gram-positive
microorganisms: Staphylococcus aureus (both methicillin-susceptible and -resistant) and Streptococcus pneumoniae. The Committee voted 13
(yes) and 2 (no) that the results provide substantial evidence of the safety and effectiveness of VIBATIV® for the treatment of NP when other
alternatives are not suitable. The NDA remains under review by the FDA.

              In September 2011, the European Commission granted marketing authorization for VIBATIV® for the treatment of adults with
nosocomial pneumonia (NP), including ventilator-associated pneumonia, known or suspected to be caused by MRSA when other alternatives are
not suitable. However, in May 2012, the European Commission suspended this marketing authorization because the previous single-source drug
product supplier did not meet the Good Manufacturing Practice (GMP) requirements for the manufacture of VIBATIV®.

              Due to manufacturing issues at the previous single-source supplier of VIBATIV® drug product, VIBATIV® is currently subject to
critical product shortages and we currently do not have sufficient finished drug product inventory to commercialize VIBATIV®. In May 2012,
we entered into a Technology Transfer and Supply Agreement with Hospira Worldwide, Inc. (Hospira) for VIBATIV® drug product supply. We
must obtain regulatory approval for VIBATIV® drug product that will be manufactured at Hospira's facility before any such product may be
sold, and this regulatory approval process could extend through mid-2013 or beyond. We are evaluating global commercialization alternatives
for VIBATIV® either with partners or alone, and we intend to reintroduce VIBATIV® in the U.S. later in 2013 provided we can assure a
reasonable source of VIBATIV® drug product.

Central Nervous System (CNS)/Pain Program

Oral Peripheral Mu Opioid Receptor Antagonist�TD-1211

              TD-1211 is an investigational once-daily, orally administered, peripherally selective, multivalent inhibitor of the mu opioid receptor
designed with a goal of alleviating gastrointestinal side effects of opioid therapy without affecting analgesia. In July 2012, Theravance
announced positive topline results from the Phase 2b Study 0084, the key study in the Phase 2b program evaluating TD-1211 as potential
treatment for chronic, non-cancer pain patients with opioid-induced constipation. The Phase 2b program consisted of three studies (0074, 0076
and 0084) designed to evaluate doses and dosing regimens for Phase 3. We are currently evaluating our Phase 3 strategy due to potentially
evolving FDA requirements for this class of drug.
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Monoamine Reuptake Inhibitor�TD-9855

              TD-9855 is an investigational norepinephrine and serotonin reuptake inhibitor for the treatment of central nervous system conditions
such as Attention-Deficit/Hyperactivity Disorder (ADHD) and chronic pain. TD-9855 is being evaluated in an ongoing Phase 2 safety and
efficacy study in adults with ADHD. In addition, we initiated a Phase 2 study with TD-9855 in patients with fibromyalgia in December 2012.

Theravance Respiratory Program

Long-Acting Muscarinic Antagonist (LAMA)�TD-4208

              In November 2011, we announced positive topline results from a Phase 2a single-dose COPD study of TD-4208, an investigational
inhaled LAMA, discovered by Theravance. In this study, TD-4208 met the primary endpoint by demonstrating a statistically significant mean
change from baseline in peak forced expiratory volume in one second (FEV1) compared to placebo, and was generally well tolerated. In
December 2012, we initiated a Phase 2b study to evaluate the safety and pharmacokinetics of multiple doses of TD-4208.

Recent Developments

              With regard to expense guidance for 2013, we currently anticipate that total 2013 Research and Development expenses plus Selling,
General and Administrative expenses will be in the range of $125 million to $135 million. This guidance does not include stock-based
compensation expense or any milestone payments to GSK under the LABA collaboration.

              Our expectations regarding our expenses for 2013 are forward-looking statements based solely on management estimates utilizing
currently available information. As described under "Note Regarding Forward-Looking Statements," investors are cautioned that
forward-looking statements are not guarantees of future performance and involve significant risks and uncertainties, and that actual results may
differ materially from those projected in the forward-looking statements. Our independent registered public accounting firm has not audited,
reviewed or performed any procedures with respect to these expected expenses and, accordingly, does not express an opinion or any other form
of assurance with respect to these expectations.

Corporate and Available Information

              We were incorporated on November 19, 1996 under the name Advanced Medicine, Inc. In April 2002, we changed our name to
Theravance, Inc. Our principal executive offices are located at 901 Gateway Boulevard, South San Francisco, California 94080, and our
telephone number is (650) 808-6000.

              Our Internet address is www.theravance.com. Information contained on our web site does not constitute a part of this prospectus. Our
investor relations website is located at http://ir.theravance.com. We make available free of charge on our investors relations website under "SEC
Filings" our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, our directors' and officers'
Section 16 Reports and any amendments to those reports as soon as reasonably practicable after filing such materials with or furnishing such
materials to the U.S. Securities and Exchange Commission (SEC). The information found on either of our websites is not part of this or any
other report that we file with or furnish to the SEC.
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 THE OFFERING

              The following is a brief summary of the terms of this offering. In the following summary, any reference to "Theravance," "we," "our,"
and "us" refers only to Theravance, Inc. and not any of its current or future subsidiaries. For a more complete description of the notes, see
"Description of the Notes" in this prospectus.

Issuer Theravance, Inc.
Notes Offered $250,000,000 aggregate principal amount of 2.125% Convertible Subordinated Notes due 2023

($287,500,000 aggregate principal amount if the underwriters exercise in full their option to
purchase additional notes).

Issue Price 100% of the principal amount plus interest, if any.
Maturity Date January 15, 2023.
Interest and Payment Dates 2.125% per year, payable semi-annually in arrears in cash on January 15 and July 15 of each

year, beginning July 15, 2013.
Conversion Rights The notes are convertible, at the option of the holder, at any time prior to the close of business

on the second business day immediately preceding the stated maturity date, into shares of our
common stock at a conversion rate of 35.9903 shares per $1,000 principal amount of notes,
which is equivalent to a conversion price of approximately $27.79 per share. The conversion
rate is subject to adjustment. See "Description of the Notes�Conversion Rights."

Fundamental Change If a fundamental change occurs, holders will have the right to require us to repurchase for cash
all or any portion of their notes. The fundamental change repurchase price will be 100% of the
principal amount of the notes to be repurchased plus accrued and unpaid interest, if any, up to,
but excluding, the repurchase date. See "Description of the Notes�Fundamental Change Permits
Holders to Require Us to Purchase Notes."
If certain fundamental change events occur, we will in some circumstances adjust the
conversion rate of the notes with a make-whole premium in connection with such fundamental
change. The amount of the make-whole premium, if any, will be based on our common stock
price and the effective date of such fundamental change. A description of how the make-whole
premium will be determined and an illustrative table showing the estimated make-whole
premium that would apply at various common stock prices and fundamental change effective
dates are set forth under "Description of the Notes�Make-Whole Premium Upon Certain
Fundamental Changes."

No Redemption at Our Option We may not redeem the notes prior to their stated maturity date and no "sinking fund" is
provided for the notes, which means that we are not required to redeem or retire the notes
periodically.
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Ranking The notes will be our general unsecured obligations and will be:
�

subordinated in right of payment to all of our existing and future senior indebtedness;
�

equal in right of payment to all of our existing and future subordinated indebtedness, including
our 3% Convertible Subordinated Notes due 2015;
�

effectively subordinated to all of our existing and future secured indebtedness to the extent of
the value of the assets securing that indebtedness; and
�

effectively subordinated to all existing and future indebtedness and other liabilities of our
subsidiaries.
As of September 30, 2012, we had no outstanding senior indebtedness as defined in the
indenture, nor any secured indebtedness, and our subsidiaries had no outstanding liabilities
(including trade payables, but excluding intercompany indebtedness and liabilities of a type not
required to be reflected on a balance sheet in accordance with GAAP).
As of September 30, 2012, we had $172.5 million of outstanding subordinated indebtedness,
consisting of our 3% Convertible Subordinated Notes due 2015.
The indenture governing the notes does not limit the amount of debt that we or our subsidiaries
may incur.

Use of Proceeds The net proceeds from this offering are estimated to be approximately $244.5 million (or
$281.3 million if the underwriters exercise their option to purchase additional notes in full),
after deducting underwriting discounts and estimated offering expenses payable by us. We
intend to use the net proceeds from this offering, including from any such sale of additional
notes, for potential milestone payments to GSK if there is any approval or launch of products
under the LABA collaboration, including RELVAR�/BREO�, ANORO�, or VI, potential
repayment of $172.5 million of our 3% convertible subordinated notes due in January 2015,
$32.0 million to pay the cost of the base capped call transactions (as defined below) that we
expect to enter into with one or more of the underwriters or their affiliates, whom we refer to as
the "hedge counterparties," and other general corporate purposes. See "Use of Proceeds." If the
underwriters exercise their option to purchase additional notes, we may use a portion of the net
proceeds from the sale of additional notes to enter into additional capped call transactions with
one or more hedge counterparties.

11
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Capped Call Transactions In connection with the pricing of the notes, we expect to enter into capped call transactions (the
"base capped call transactions") with one or more hedge counterparties. If the underwriters
exercise their option to purchase additional notes, we may enter into additional capped call
transactions with the hedge counterparties (together with the base capped call transactions, the
"capped call transactions"). The capped call transactions are expected generally to reduce
potential dilution to our common stock upon conversion of the notes.
For any conversions of notes prior to the close of business of the 95th scheduled trading day
immediately preceding the maturity date, including without limitation upon an acquisition of us
or similar business combination, a corresponding portion of the capped call transactions will be
terminated. Upon such termination, the portion of the capped call transactions being terminated
will be settled at fair value (subject to certain limitations), which we expect to receive from the
hedge counterparties, and no payments will be due to the hedge counterparties.
In connection with establishing their initial hedges of the capped call transactions, the hedge
counterparties (or affiliates thereof) expect to enter into various derivative transactions with
respect to our common stock concurrently with, and/or purchase our common stock shortly
after, the pricing of the notes. These activities could have the effect of increasing, or reducing
the size of any decrease in, the price of the notes and/or our common stock concurrently with,
or shortly after, the pricing of the notes.
In addition, the hedge counterparties (or affiliates thereof) are likely to modify their hedge
positions by entering into or unwinding various derivative transactions with respect to our
common stock and/or by purchasing or selling our common stock or other securities of ours in
secondary market transactions following the pricing of the notes and prior to the maturity date
of the notes (and are likely to do so during a specified averaging period under the capped call
transactions preceding the maturity date, and on or around any earlier conversion date related to
a conversion of the notes).
The effect, if any, of any of these transactions and activities on the market price of our common
stock or the notes will depend in part on market conditions and cannot be ascertained at this
time, but any of these activities could adversely affect the value of our common stock, which
could affect the value of the notes and the value of the common stock you will receive upon any
conversion of the notes.

12
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For a discussion of the potential impact of any market or other activity by the hedge
counterparties or their affiliates in connection with the capped call transactions, see "Risk
Factors�Risks Related to the Notes�The capped call transactions may affect the value of the notes
and our common stock" and "Underwriting."

Book-Entry Form and Denomination The notes will be issued in minimum denominations of $1,000 and any integral multiple of
$1,000. The notes will be issued in book-entry form and will be represented by permanent
global certificates deposited with, or on behalf of, The Depository Trust Company ("DTC") and
registered in the name of a nominee of DTC. Beneficial interests in any of the notes will be
shown on, and transfers will be effected only through, records maintained by DTC or its
nominee and any such interest may not be exchanged for certificated securities, except in
limited circumstances.

Nasdaq Symbol for Common Stock Our common stock is listed on the Nasdaq Global Market under the symbol "THRX."
Material U.S. Federal Income Tax
Considerations

See "Material U.S. Federal Income Tax Considerations" for a discussion of the U.S. federal
income tax considerations applicable to the purchase, ownership and conversion of the notes.

Risk Factors You should carefully consider the information set forth in the section entitled "Risk Factors"
beginning on page 17 of this prospectus and all other information provided to you and
incorporated by reference in the prospectus before deciding to invest in the notes.

Trustee, Paying Agent and Conversion Agent The Bank of New York Mellon Trust Company, N.A.
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 SUMMARY CONSOLIDATED FINANCIAL DATA

              The following tables present our summary consolidated statements of operations data for the years ended December 31, 2009, 2010 and
2011 and for the nine months ended September 30, 2011 and 2012, and our summary consolidated balance sheet data as of December 31, 2009,
2010 and 2011 and September 30, 2011 and 2012. The summary consolidated statement of operations data for the years ended December 31,
2009, 2010 and 2011 have been derived from our audited consolidated financial statements, incorporated by reference into this prospectus. The
summary consolidated balance sheet data as of December 31, 2009, 2010 and 2011 have been derived from our audited consolidated financial
statements. The summary consolidated balance sheet data as of December 31, 2010 and 2011 is incorporated by reference into this prospectus.
The summary consolidated statement of operations data and balance sheet data as of and for the nine months ended September 30, 2011 and
2012 have been derived from our unaudited consolidated financial statements. The summary consolidated statement of operations data and
balance sheet data as of and for the nine months ended September 30, 2012 is incorporated by reference into this prospectus. Our historical
results are not necessarily indicative of the results that may be expected in any future period, and our results for the nine months ended
September 30, 2012 are not necessarily indicative of results to be expected for the full year. You should read this information in conjunction
with our consolidated financial statements, including the related notes, and "Management's Discussion and Analysis of Financial Condition and
Results of Operations" in our Annual Report on Form 10-K for the year ended December 31, 2011 and our Quarterly Report on Form 10-Q for
the quarter ended September 30, 2012, which are incorporated by reference into this prospectus.
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Year Ended December 31,
Nine Months Ended

September 30,

2009 2010 2011 2011 2012
(in thousands, except per share data)

(unaudited)
Consolidated Statement of Operations Data:
Revenue $ 24,374 $ 24,223 $ 24,512 $ 19,150 $ 129,960
Operating expenses:
Research and development(1) 77,524 75,070 103,568 71,099 89,778
General and administrative(1) 27,066 27,476 30,681 22,213 23,201
Restructuring charges 1,145 � � � �

Total operating expenses 105,735 102,546 134,249 93,312 112,979

Income (loss) from operations (81,361) (78,323) (109,737) (74,162) 16,981
Interest and other income 2,111 505 415 344 304
Interest expense (6,052) (6,044) (6,022) (4,519) (4,503)

Net income (loss) $ (85,302) $ (83,862) $ (115,344) $ (78,337) $ 12,782

Basic net income (loss) per share $ (1.35) $ (1.16) $ (1.41) $ (0.96) $ 0.14

Diluted net income (loss) per share $ (1.35) $ (1.16) $ (1.41) $ (0.96) $ 0.18

Shares used in computing basic net income (loss) per
share 63,207 72,070 82,051 81,777 89,271

Shares used in computing diluted net income (loss) per
share 63,207 72,070 82,051 81,777 98,381

(1)
Stock-based compensation, consisting of stock-based compensation expense under ASC 718, the amortization of deferred stock-based
compensation and the value of options issued to non-employees for services rendered, is allocated as follows (in thousands):

Year Ended December 31,
Nine Months Ended

September 30,

2009 2010 2011 2011 2012
(unaudited)

Research and development $ 11,542 $ 10,322 $ 13,422 $ 10,021 $ 10,329
General and administrative 8,458 8,687 11,494 8,685 7,715

Total stock-based compensation $ 20,000 $ 19,009 $ 24,916 $ 18,706 $ 18,044

15

Edgar Filing: THERAVANCE INC - Form 424B5

20



Table of Contents

Year Ended December 31,
Nine Months Ended

September 30,

2009 2010 2011 2011 2012
(unaudited)

Consolidated Balance Sheet Data:
Cash, cash equivalents and
marketable securities $ 155,390 $ 309,634 $ 240,915 $ 265,169 $ 362,406
Working capital 123,096 276,300 199,267 229,351 255,445
Total assets 181,393 331,202 258,782 283,325 383,943
Long-term liabilities(2) 331,441 313,568 300,338 302,663 183,565
Accumulated deficit (1,116,754) (1,200,616) (1,315,960) (1,278,953) (1,303,178)
Total stockholders' equity (net capital
deficiency) (188,994) (22,420) (87,052) (59,152) 173,288

(2)
Long-term liabilities include the long-term portion of deferred revenue of approximately $5.8 million, $124.4 million, $122.0 million,
$137.4 million and $157.4 million as of September 30, 2012, September 30, 2011, December 31, 2011, December 31, 2010 and
December 31, 2009, respectively.
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 RISK FACTORS

An investment in our notes involves a high degree of risk. We operate in a dynamic and rapidly changing industry that involves
numerous risks and uncertainties. You should carefully consider the following risk factors, together with all of the other information contained
in this prospectus or incorporated by reference into this prospectus. The risks and uncertainties described below are not the only ones we face.
Other risks and uncertainties, including those that we do not currently consider material, may impair our business. If any of the adverse
developments discussed below actually occur, our business, financial condition, operating results or cash flows could be materially and
adversely affected. This could cause the value of our notes to decline, and you may lose all or part of your investment.

 Risks Related to our Business

If FF/VI receives an unfavorable outcome at the FDA's Pulmonary-Allergy Drugs Advisory Committee in March 2013, the FDA does not
approve FF/VI on the May 12, 2013 PDUFA date or regulatory authorities determine that the Phase 3 programs for FF/VI in asthma and/or
chronic obstructive pulmonary disease (COPD) do not demonstrate adequate safety and efficacy, the continued development of FF/VI may
be significantly delayed, it may not be approved by regulatory authorities, and even if approved it may be subject to restrictive labeling, any of
which will harm our business, and the price of our securities could fall.

              During the first quarter of 2012, we announced the completion of, and reported certain top-line data from, the Phase 3 registrational
program for FF/VI in COPD and asthma. In July 2012, GSK submitted regulatory applications for FF/VI (proposed brand name RELVAR�) in
Europe for both COPD and asthma, and for FF/VI (proposed brand name BREO�) in the U.S. for COPD and both submissions have been
accepted for review. In September 2012, GSK announced that it was commencing an additional Phase 3 study to complete the U.S. asthma filing
package. The Phase 3b program for FF/VI in COPD commenced in February 2011. Any adverse developments or results or perceived adverse
developments or results with respect to the FF/VI regulatory submissions, the asthma Phase 3 study or the Phase 3b program will significantly
harm our business and could cause the price of our securities to fall. Examples of such adverse developments include, but are not limited to:

�
not every study, nor every dose in every study, in the Phase 3 programs for FF/VI achieved its primary endpoint and the
FDA and/or other regulatory authorities may determine that additional clinical studies are required;

�
inability to gain, or delay in gaining, regulatory approval for the new ELLIPTA� investigational dry powder inhaler used in
these programs;

�
safety, efficacy or other concerns arising from clinical or non-clinical studies in these programs. For example, GSK is
investigating seven cases of fatal pneumonia in the Phase 3 FF/VI COPD program, six of which were at a dose that is higher
than the dose being pursued for approval and a majority of which occurred at one clinical site;

�
safety, efficacy or other concerns arising from clinical or non-clinical studies with umeclidinium bromide/vilanterol
(proposed brand name ANORO�) (UMEC/VI) having to do with the LABA VI, which is also a component of FF/VI;

�
regulatory authorities determining that the Phase 3 program in asthma or COPD raises safety concerns or does not
demonstrate adequate efficacy;

�
any unfavorable announcements made, or comments emanating from, the FDA's Pulmonary-Allergy Drugs Advisory
Committee meeting in March 2013; or

�
any change in FDA policy or guidance regarding the use of LABAs to treat asthma.

              On February 18, 2010, the FDA announced that LABAs should not be used alone in the treatment of asthma and will require
manufacturers to include this warning in the product labels of
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these drugs, along with taking other steps to reduce the overall use of these medicines. The FDA now requires that the product labels for LABA
medicines reflect, among other things, that the use of LABAs is contraindicated without the use of an asthma controller medication such as an
inhaled corticosteroid, that LABAs should only be used long-term in patients whose asthma cannot be adequately controlled on asthma
controller medications, and that LABAs should be used for the shortest duration of time required to achieve control of asthma symptoms and
discontinued, if possible, once asthma control is achieved. In addition, on March 10 and 11, 2010, the FDA held an Advisory Committee to
discuss the design of medical research studies (known as "clinical trial design") to evaluate serious asthma outcomes (such as hospitalizations, a
procedure using a breathing tube known as intubation, or death) with the use of LABAs in the treatment of asthma in adults, adolescents, and
children. Further, in April 2011, the FDA announced that to further evaluate the safety of LABAs, it is requiring the manufacturers of currently
marketed LABAs to conduct additional randomized, double-blind, controlled clinical trials comparing the addition of LABAs to inhaled
corticosteroids versus inhaled corticosteroids alone. Results from these post-marketing studies are expected in 2017. It is unknown at this time
what, if any, effect these or future FDA actions will have on the prospects for FF/VI. The current uncertainty regarding the FDA's position on
LABAs for the treatment of asthma and the lack of consensus expressed at the March 2010 Advisory Committee may result in the FDA
requiring additional asthma clinical trials in the United States for FF/VI and increase the overall risk for FF/VI for the treatment of asthma in the
United States.

If the FDA does not accept for review the NDA submitted for UMEC/VI, regulatory authorities determine that the Phase 3 program for
UMEC/VI for the treatment of COPD does not demonstrate adequate safety and efficacy, or the FDA does not approve an applicable
PDUFA date, continued development of UMEC/VI will be significantly delayed or terminated, our business will be harmed, and the price of
our securities could fall.

              The Phase 3 program for UMEC/VI with the combination of a LAMA umeclidinium bromide (UMEC), and a LABA, VI, for the
treatment of COPD commenced in February 2011. In July 2012, GSK and we reported top-line results from four pivotal studies in this Phase 3
program and in August 2012, GSK and we announced the completion of this Phase 3 program and reported certain top-line data from the
remaining studies in the registrational program. GSK submitted regulatory applications for UMEC/VI (proposed brand name ANORO�) for the
treatment of COPD in December 2012 in the United States and in January 2013 in Europe and plans to make regulatory submissions in other
countries during the course of 2013. Any adverse developments or results or perceived adverse developments or results with respect to these
regulatory submissions or the UMEC/VI program will significantly harm our business and could cause the price of our securities to fall.
Examples of such adverse developments include, but are not limited to:

�
the FDA and/or other regulatory authorities determining that additional clinical studies are required with respect to the
Phase 3 program in COPD;

�
inability to gain, or delay in gaining, regulatory approval for the new ELLIPTA� investigational dry powder inhaler used in
the program;

�
safety, efficacy or other concerns arising from clinical or non-clinical studies in this program;

�
safety, efficacy or other concerns arising from clinical or non-clinical studies with FF/VI having to do with the LABA, VI,
which is also a component of UMEC/VI;

�
regulatory authorities determining that the Phase 3 program in COPD raises safety concerns or does not demonstrate
adequate efficacy; or

�
any change in FDA policy or guidance regarding the use of LABAs combined with a LAMA to treat COPD.
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If the MABA program for the treatment of COPD does not demonstrate safety and efficacy, the MABA program will be significantly delayed
or terminated, our business will be harmed, and the price of our securities could fall.

              The lead compound, GSK961081 ('081), in the bifunctional muscarinic antagonist-beta2 agonist (MABA) program with GSK has
completed a Phase 2b study, a Phase 1 study in combination with fluticasone propionate (FP), an inhaled corticosteroid (ICS), and a number of
Phase 3-enabling non-clinical studies. Based on the results from the Phase 2b study, GSK and Theravance plan to advance '081 monotherapy
into Phase 3 in 2013 and the '081/FF combination into Phase 3-enabling studies shortly. Any adverse developments or results or perceived
adverse developments or results with respect to these studies will harm our business and could cause the price of our securities to fall. Examples
of such adverse developments include, but are not limited to:

�
the FDA and/or other regulatory authorities determining that any of these studies do not demonstrate adequate safety or
efficacy, or that additional non-clinical or clinical studies are required with respect to the MABA program;

�
inability to gain, or delay in gaining, regulatory approval for the investigational dry powder inhaler used in the program;

�
safety, efficacy or other concerns arising from clinical or non-clinical studies in this program; or

�
any change in FDA policy or guidance regarding the use of MABAs to treat COPD.

If VIBATIV® is not approved for nosocomial pneumonia (NP) in the United States or is approved but is subject to restrictive labeling, the
commercialization of VIBATIV® in the United States may continue to be adversely affected and the price of our securities could fall.

              Our first New Drug Application (NDA), for VIBATIV® (telavancin) for the treatment of complicated skin and skin structure infections
(cSSSI) caused by susceptible Gram-positive bacteria in adult patients, was approved by the FDA in September 2009. In January 2009, we
submitted a second telavancin NDA to the FDA for the NP indication based on data from our two Phase 3 studies referred to as the ATTAIN
studies. These studies were conducted in accordance with the then current draft FDA guidelines and met their primary efficacy endpoint of
clinical cure. During the fourth quarter of 2010 the FDA issued new draft guidance for antibacterial clinical trial design for the treatment of NP
with a focus on mortality as the primary efficacy endpoint. In late 2010, we received a Complete Response Letter from the FDA indicating that
the ATTAIN studies do not meet the new draft guidance and that additional clinical studies will be required for approval. While we do not plan
to conduct additional clinical studies for NP, we have continued to engage with the FDA concerning the NP NDA. In late November 2012, the
FDA's Anti-Infective Drugs Advisory Committee discussed the NP NDA for VIBATIV® and voted 6 (yes) and 9 (no) that the results of the
totality of the data presented provided substantial evidence of the safety and effectiveness of VIBATIV® for NP and voted 13 (yes) and 2 (no)
that the results provided substantial evidence of the safety and effectiveness of VIBATIV® for the treatment of NP when other alternatives are
not suitable. The NP NDA remains under review by the FDA. Any adverse developments or perceived adverse developments with respect to our
NP NDA could adversely affect the prospects of VIBATIV® and could cause the price of our securities to fall. Lack of FDA approval for use of
VIBATIV® to treat NP has adversely affected and may continue to adversely affect commercialization of this medicine in the United States.
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Our collaboration agreement for VIBATIV® was terminated in early 2012, VIBATIV® was returned to us, and if we cannot locate a suitable
commercialization partner we will need to develop the capability to market, sell and distribute the product.

              Generally, our strategy is to engage pharmaceutical or other healthcare companies with an existing sales and marketing organization
and distribution system to market, sell and distribute our products. We may not be able to establish these sales and distribution relationships on
acceptable terms, or at all. For any of our product candidates that receive regulatory approval in the future and are not covered by our current
agreements with GSK or another partner, we will need a partner in order to commercialize such products unless we establish independent sales,
marketing and distribution capabilities with appropriate technical expertise and supporting infrastructure. VIBATIV® was returned to us by
Astellas in January 2012, and if we cannot locate a suitable commercialization partner in the United States for this product, we intend to
reintroduce it in the United States ourselves. At present, we have no sales or distribution personnel and a limited number of marketing personnel.
The risks of commercializing VIBATIV® in the United States without a partner include:

�
significant costs and expenses associated with creating an independent sales and marketing organization with appropriate
technical expertise and supporting infrastructure and distribution capability, which costs and expenses are likely to exceed
any product revenue from VIBATIV® for several years;

�
our unproven ability to recruit and retain adequate numbers of effective sales and marketing personnel;

�
the unproven ability of sales personnel to obtain access to or persuade adequate numbers of physicians to prescribe our
products; and

�
the lack of complementary products to be offered by sales personnel, which may put us at a competitive disadvantage
relative to companies with more extensive product lines.

              If we are not able to partner VIBATIV® with a third party with marketing, sales and distribution capabilities and if we are not
successful in recruiting sales and marketing personnel or in building an internal sales and marketing organization with appropriate technical
expertise and supporting infrastructure and distribution capability, we will have difficulty commercializing VIBATIV®, which would adversely
affect our business and financial condition and which could cause the price of our securities to fall.

With regard to all of our programs, any delay in commencing or completing clinical studies for product candidates and any adverse results
from clinical or non-clinical studies or regulatory obstacles product candidates may face, would harm our business and could cause the price
of our securities to fall.

              Each of our product candidates must undergo extensive non-clinical and clinical studies as a condition to regulatory approval.
Non-clinical and clinical studies are expensive, take many years to complete and study results may lead to delays in further studies or decisions
to terminate programs. For example, we had planned to commence the Phase 2b study in our MABA program with GSK in 2009, but the
program was delayed until late 2010.

              The commencement and completion of clinical studies for our product candidates may be delayed and programs may be terminated due
to many factors, including, but not limited to:

�
lack of effectiveness of product candidates during clinical studies;

�
adverse events, safety issues or side effects relating to the product candidates or their formulation into medicines;

�
inability to raise additional capital in sufficient amounts to continue our development programs, which are very expensive;
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�
the need to sequence clinical studies as opposed to conducting them concomitantly in order to conserve resources;

�
our inability to enter into partnering arrangements relating to the development and commercialization of our programs and
product candidates;

�
our inability or the inability of our collaborators or licensees to manufacture or obtain from third parties materials sufficient
for use in non-clinical and clinical studies;

�
governmental or regulatory delays and changes in regulatory requirements, policy and guidelines;

�
failure of our partners to advance our product candidates through clinical development;

�
delays in patient enrollment and variability in the number and types of patients available for clinical studies;

�
difficulty in maintaining contact with patients after treatment, resulting in incomplete data;

�
varying regulatory requirements or interpretations of data among the FDA and foreign regulatory authorities; and

�
a regional disturbance where we or our collaborative partners are enrolling patients in clinical trials, such as a pandemic,
terrorist activities or war, political unrest or a natural disaster.

If our product candidates that we develop on our own or through collaborative partners are not approved by regulatory authorities, including
the FDA, we will be unable to commercialize them.

              The FDA must approve any new medicine before it can be marketed and sold in the United States. We must provide the FDA and
similar foreign regulatory authorities with data from preclinical and clinical studies that demonstrate that our product candidates are safe and
effective for a defined indication before they can be approved for commercial distribution. We will not obtain this approval for a product
candidate unless and until the FDA approves a NDA. The processes by which regulatory approvals are obtained from the FDA to market and sell
a new product are complex, require a number of years and involve the expenditure of substantial resources. In order to market our medicines in
foreign jurisdictions, we must obtain separate regulatory approvals in each country. The approval procedure varies among countries and can
involve additional testing, and the time required to obtain approval may differ from that required to obtain FDA approval. Approval by the FDA
does not ensure approval by regulatory authorities in other countries, and approval by one foreign regulatory authority does not ensure approval
by regulatory authorities in other foreign countries or by the FDA. Conversely, failure to obtain approval in one or more jurisdictions may make
approval in other jurisdictions more difficult.

              Clinical studies involving our product candidates may reveal that those candidates are ineffective, inferior to existing approved
medicines, unacceptably toxic, or that they have other unacceptable side effects. In addition, the results of preclinical studies do not necessarily
predict clinical success, and larger and later-stage clinical studies may not produce the same results as earlier-stage clinical studies.

              Frequently, product candidates that have shown promising results in early preclinical or clinical studies have subsequently suffered
significant setbacks or failed in later clinical or non-clinical studies. In addition, clinical and non-clinical studies of potential products often
reveal that it is not possible or practical to continue development efforts for these product candidates. If these studies are substantially delayed or
fail to prove the safety and effectiveness of our product candidates in development, we may not receive regulatory approval of any of these
product candidates and our business and financial condition will be materially harmed and the price of our securities may fall.
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If any product candidates, in particular those in any respiratory program with GSK, are determined to be unsafe or ineffective in humans,
our business will be adversely affected and the price of our securities could fall.

              Although our first product, VIBATIV®, is approved in the U.S. and Canada, none of our other product candidates have been approved
by regulatory authorities. We are uncertain whether any of our other product candidates and our collaborative partner's product candidates will
prove effective and safe in humans or meet applicable regulatory standards. In addition, our approach to applying our expertise in multivalency
to drug discovery may not result in the creation of successful medicines. The risk of failure for our product candidates is high. For example, in
late 2005, we discontinued our overactive bladder program based upon the results of our Phase 1 studies with compound TD-6301, and GSK
discontinued development of TD-5742, the first LAMA compound licensed from us, after completing a single-dose Phase 1 study. In addition,
although we believe the results of our Phase 2b program with TD-1211, our investigational mu-opiod antagonist, support progression into
Phase 3 development, the FDA appears to be exploring whether there is evidence of a potential cardiovascular class effect related to opiod
withdrawal associated with mu-opiod antagonists. Accordingly, we are currently evaluating our Phase 3 strategy due to the potentially evolving
FDA requirements in this area. The data supporting our drug discovery and development programs is derived solely from laboratory
experiments, non-clinical studies and clinical studies. A number of other compounds remain in the lead identification, lead optimization,
preclinical testing or early clinical testing stages.

              Several well-publicized Complete Response letters issued by the FDA and safety-related product withdrawals, suspensions,
post-approval labeling revisions to include boxed warnings and changes in approved indications over the last several years, as well as growing
public and governmental scrutiny of safety issues, have created an increasingly conservative regulatory environment. The implementation of
new laws and regulations, and revisions to FDA clinical trial design guidance, have increased uncertainty regarding the approvability of a new
drug. Further, there are additional requirements for approval of new drugs, including advisory committee meetings for new chemical entities,
and formal risk evaluation and mitigation strategy (REMS) at the FDA's discretion. These laws, regulations, additional requirements and
changes in interpretation could cause non-approval or further delays in the FDA's review and approval of our and our collaborative partner's
product candidates.

There currently is no reliable manufacturer for VIBATIV® drug product supply and we rely on a single source of supply for a number of
our product candidates; accordingly, our business will be harmed if a reliable alternate source of VIBATIV® drug product is not qualified
and engaged on a timely basis or the single-source manufacturers are not able to satisfy demand and alternative sources are not available.

              During the fourth quarter of 2011, the third party manufacturer of VIBATIV® drug product notified the FDA of an ongoing
investigation related to its production equipment and processes. The notification included all products manufactured at the third party
manufacturer's facility which remain within expiry, including batches of manufactured but unreleased VIBATIV®. In November 2011, Astellas
(our former VIBATIV® collaboration partner) voluntarily placed a hold on distribution of VIBATIV® to wholesalers, and cancelled pending
orders for VIBATIV® with this manufacturer. VIBATIV® drug product previously manufactured by this manufacturer will not become
available for sale in the U.S. unless and until the batches are released. Similarly, our purchase orders for this inventory cannot be fulfilled unless
and until the batches are released. We cannot predict when or if the manufactured batches of VIBATIV® will be released. In addition, in August
2011 the third party manufacturer of VIBATIV® drug product announced its intention to transition out of the contract manufacturing services
business over the next several years. Additional VIBATIV® drug product will need to be manufactured to meet longer-term U.S. demand as
well as demand from the E.U. and Canada. In May 2012 the European Commission suspended marketing authorization for VIBATIV® because
the single-source VIBATIV® drug product supplier did not meet the good manufacturing practice (GMP) requirements for the manufacture of
VIBATIV®. No VIBATIV® drug product intended to meet E.U. specifications has as yet been manufactured.
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              If the VIBATIV® drug product manufactured by this third party manufacturer is not released in the near future, the commercialization
of VIBATIV® in the U.S. will continue to be adversely affected, and if supplemental or alternative commercial manufacture of VIBATIV®
drug product cannot be arranged on a timely basis, the commercial introduction of VIBATIV® in the E.U. and Canada will be further delayed.
In each such case, our business will be harmed and the price of our securities could fall. In May 2012, we entered into a Technology Transfer
and Supply Agreement with Hospira Worldwide, Inc. (Hospira) and technology transfer activities are in process. We must obtain regulatory
approval for VIBATIV® drug product that will be manufactured at Hospira's facility before any such product may be sold, and this regulatory
approval process could extend through mid-2013 and beyond.

              We have a single source of supply of telavancin API. If, for any reason, the single-source third party manufacturer of telavancin API is
unable or unwilling to perform, or if its performance does not meet regulatory requirements, including maintaining GMP compliance, we may
not be able to locate alternative manufacturers, enter into acceptable agreements with them or obtain sufficient quantities of API in a timely
manner. Any inability to acquire sufficient quantities of API in a timely manner from current or future sources could further adversely affect the
commercialization of VIBATIV® and could cause the price of our securities to fall.

              With respect to our programs other than VIBATIV®, we have limited in-house production capabilities for non-clinical and early
clinical study purposes, and depend primarily on a number of third-party API and drug product manufacturers. We may not have long-term
agreements with these third parties and our agreements with these parties may be terminable at will by either party at any time. If, for any
reason, these third parties are unable or unwilling to perform, or if their performance does not meet regulatory requirements, we may not be able
to locate alternative manufacturers or enter into acceptable agreements with them. Any inability to acquire sufficient quantities of API and drug
product in a timely manner from these third parties could delay clinical studies, prevent us from developing our product candidates in a
cost-effective manner or on a timely basis. In addition, manufacturers of our API and drug product are subject to the FDA's cGMP regulations
and similar foreign standards and we do not have control over compliance with these regulations by our manufacturers.

              Our manufacturing strategy presents the following additional risks:

�
because of the complex nature of our compounds, our manufacturers may not be able to successfully manufacture our APIs
and/or drug products in a cost effective and/or timely manner and changing manufacturers for our APIs or drug products
could involve lengthy technology transfer, validation and regulatory qualification activities for the new manufacturer. For
example, we are in the process of transitioning to a new drug product manufacturer for VIBATIV®, and delays in
technology transfer, validation and regulatory qualification activities could be encountered;

�
the processes required to manufacture certain of our APIs and drug products are specialized and available only from a
limited number of third-party manufacturers;

�
some of the manufacturing processes for our APIs and drug products have not been scaled to quantities needed for continued
clinical studies or commercial sales, and delays in scale-up to commercial quantities could delay clinical studies, regulatory
submissions and commercialization of our product candidates; and

�
because some of the third-party manufacturers are located outside of the U.S., there may be difficulties in importing our
APIs and drug products or their components into the U.S. as a result of, among other things, FDA import inspections,
incomplete or inaccurate import documentation or defective packaging.
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Even if our product candidates receive regulatory approval, as VIBATIV® has, commercialization of such products may be adversely
affected by regulatory actions and oversight.

              Even if we receive regulatory approval for our product candidates, this approval may include limitations on the indicated uses for which
we can market our medicines or the patient population that may utilize our medicines, which may limit the market for our medicines or put us at
a competitive disadvantage relative to alternative therapies. For example, VIBATIV®'s U.S. labeling for cSSSI contains a boxed warning
regarding the risks of use of VIBATIV® during pregnancy. Products with boxed warnings are subject to more restrictive advertising regulations
than products without such warnings. In addition, the VIBATIV® labeling that was approved for the E.U. in 2011 specifies that VIBATIV®
should be used only in situations where it is known or suspected that other alternatives are not suitable. These restrictions could make it more
difficult to market VIBATIV®. In May 2012 the European Commission suspended marketing authorization for VIBATIV® because the
single-source VIBATIV® drug product supplier did not meet the GMP requirements for the manufacture of VIBATIV®. With VIBATIV®
approved in certain countries, we are subject to continuing regulatory obligations, such as safety reporting requirements and additional
post-marketing obligations, including regulatory oversight of promotion and marketing.

              In addition, the manufacturing, labeling, packaging, adverse event reporting, advertising, promotion and recordkeeping for the approved
product remain subject to extensive and ongoing regulatory requirements. If we become aware of previously unknown problems with an
approved product in the U.S. or overseas or at contract manufacturers' facilities, a regulatory authority may impose restrictions on the product,
the contract manufacturers or on us, including requiring us to reformulate the product, conduct additional clinical studies, change the labeling of
the product, withdraw the product from the market or require the contract manufacturer to implement changes to its facilities. For example,
during the fourth quarter of 2011, the third party manufacturer of VIBATIV® drug product notified the FDA of an ongoing investigation related
to its production equipment and processes. The notification included all products manufactured at the third party manufacturer's facility which
remain within expiry, including batches of manufactured but unreleased VIBATIV®. Astellas (our former VIBATIV® collaboration partner)
subsequently placed a voluntary hold on distribution of VIBATIV® to wholesalers and cancelled pending orders for VIBATIV® with this
manufacturer. With this supply interruption and the termination of our VIBATIV® collaboration agreement with Astellas, commercialization of
VIBATIV® has essentially stopped, we have experienced a significant drop in the sales of the product and the reputation of VIBATIV® in the
marketplace will likely suffer.

              We are also subject to regulation by regional, national, state and local agencies, including the Department of Justice, the Federal Trade
Commission, the Office of Inspector General of the U.S. Department of Health and Human Services and other regulatory bodies with respect to
VIBATIV®, as well as governmental authorities in those foreign countries in which any of our product candidates are approved for
commercialization. The Federal Food, Drug, and Cosmetic Act, the Public Health Service Act and other federal and state statutes and regulations
govern to varying degrees the research, development, manufacturing and commercial activities relating to prescription pharmaceutical products,
including non-clinical and clinical testing, approval, production, labeling, sale, distribution, import, export, post-market surveillance, advertising,
dissemination of information and promotion. If we or any third parties that provide these services for us are unable to comply, we may be subject
to regulatory or civil actions or penalties that could significantly and adversely affect our business. Any failure to maintain regulatory approval
will limit our ability to commercialize our product candidates, which would materially and adversely affect our business and financial condition,
which may cause our stock price to decline.

24

Edgar Filing: THERAVANCE INC - Form 424B5

30



 Table of Contents

We have incurred operating losses in each year since our inception and expect to continue to incur substantial losses for the foreseeable
future.

              We have been engaged in discovering and developing compounds and product candidates since mid-1997. Our first approved product,
VIBATIV®, was launched by our former partner Astellas in the U.S. in November 2009, and to date we have received only modest revenues
from VIBATIV® sales. We may never generate sufficient revenue from the sale of medicines or royalties on sales by our partners to achieve
profitability. As of September 30, 2012, we had an accumulated deficit of approximately $1.3 billion.

              We expect to incur substantial expenses as we continue our drug discovery and development efforts, particularly to the extent we
advance our product candidates into and through clinical studies, which are very expensive. For example, TD-9855 in our MARIN program is in
Phase 2 studies for both attention-deficit/hyperactivity disorder (ADHD) and fibromyalgia, and our LAMA compound TD-4208 commenced a
Phase 2b study in December 2012. Also, in July 2012, we announced positive results from the key study in our Phase 2b program with TD-1211
in our Peripheral Mu Opioid Receptor Antagonist program for opioid-induced constipation. Though we seek to partner this program, we may
choose to progress TD-1211 into Phase 3 studies by ourselves, which would increase our operating expenses substantially. Furthermore, should
we decide to commercialize VIBATIV® in the United States without a partner, we will incur significant costs and expenses associated with
creating an independent sales and marketing organization with appropriate technical expertise, supporting infrastructure and distribution
capabilities. As a result, we expect to continue to incur substantial losses for the foreseeable future. We are uncertain when or if we will be able
to achieve or sustain profitability. Failure to become and remain profitable would adversely affect the price of our securities and our ability to
raise capital and continue operations.

If we fail to obtain the capital necessary to fund our operations, we may be unable to develop our product candidates or commercialize
VIBATIV® and we could be forced to share our rights to commercialize our product candidates with third parties on terms that may not be
favorable to us.

              We need large amounts of capital to support our research and development efforts. If we are unable to secure capital to fund our
operations we will not be able to continue our discovery and development efforts and we might have to enter into strategic collaborations that
could require us to share commercial rights to our medicines to a greater extent than we currently intend. Based on our current operating plans,
milestone and royalty forecasts and spending assumptions, we believe that our cash and cash equivalents and marketable securities will be
sufficient to meet our anticipated operating needs for at least the next twelve months. If our current operating plans, milestone and royalty
forecasts or spending assumptions change, we may seek additional funding sooner in the form of public or private equity offerings or debt
financings. For example, if we chose to conduct Phase 3 studies with TD-1211 in our Peripheral Mu Opioid Receptor Antagonist program for
opioid-induced constipation by ourselves our capital needs would increase substantially. In addition, we initiated two Phase 2 studies with
TD-9855 in the MARIN program and a Phase 2b study with our LAMA compound, TD-4208. We also intend to invest in other assets in our
pipeline, including programs in earlier-stage clinical development and late-stage discovery. Further, in connection with the January 2012
termination of our collaboration agreement with Astellas, we entered into purchase agreements for VIBATIV® active pharmaceutical ingredient
and raw materials of up to $6.2 million and VIBATIV® finished goods inventory of up to $4.2 million, which is subject to release of the
inventory by a third party manufacturer. As of September 30, 2012, we had purchased $4.3 million of active pharmaceutical ingredient and raw
materials pursuant to these purchase agreements. In addition, under our LABA collaboration with GSK, in the event that a product containing
vilanterol (VI), which is the LABA product candidate in FF/VI and UMEC/VI and which was discovered by GSK, is approved and launched in
multiple regions of the world as both a single-agent and a combination product or two different combination products, we will be obligated to
pay GSK milestone payments that could total as
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much as $220.0 million and we will not be entitled to receive any further milestone payments from GSK. FF/VI and UMEC/VI are each
currently the subject of pending marketing approval applications and if either product is approved and/or launched, certain of these milestones
would become payable by us. Future financing to meet our capital needs may not be available in sufficient amounts or on terms acceptable to us,
if at all. Even if we are able to raise additional capital, such financing may result in significant dilution to existing security holders. If we are
unable to raise additional capital in sufficient amounts or on terms acceptable to us, we may have to make reductions in our workforce and may
be prevented from continuing our discovery and development efforts and exploiting other corporate opportunities. This could harm our business,
prospects and financial condition and cause the price of our securities to fall.

VIBATIV® may not be accepted by physicians, patients, third party payors, or the medical community in general, and this risk is aggravated
by the current critical product shortages and regional supply outages and the suspension of marketing authorization in the European Union.

              The commercial success of VIBATIV® depends upon its acceptance by physicians, patients, third party payors and the medical
community in general. We cannot be sure that VIBATIV® will be accepted by these parties. VIBATIV® competes with vancomycin, a
relatively inexpensive generic drug that is manufactured by a variety of companies, and a number of existing antibacterials manufactured and
marketed by major pharmaceutical companies and others, and may compete against new antibacterials that are not yet on the market. Even if the
medical community accepts that VIBATIV® is safe and efficacious for its indicated use, physicians may restrict the use of VIBATIV® due to
the current product shortages stemming from the manufacturing issues at the drug product supplier, the January 2012 termination of our
VIBATIV® collaboration agreement with Astellas, or otherwise. If we are unable to demonstrate to physicians that, based on experience,
clinical data, side-effect profiles and other factors, VIBATIV® is preferable to vancomycin and other antibacterial drugs, we may never generate
meaningful revenue from VIBATIV® which could cause the price of our securities to fall. The degree of market acceptance of VIBATIV®
depends on a number of factors, including, but not limited to:

�
the demonstration of the clinical efficacy and safety of VIBATIV®;

�
the experiences of physicians, patients and payors with the use of VIBATIV® in the U.S.;

�
potential negative perceptions of physicians related to our inability to obtain FDA approval of our NP NDA, the product
shortages and regional supply outages stemming from the manufacturing issues at the drug product supplier or the
termination of our VIBATIV® collaboration agreement with Astellas in January 2012;

�
potential negative perceptions of physicians related to the European Commission's suspension of marketing authorization for
VIBATIV® because the single-source VIBATIV® drug product supplier did not meet the GMP requirements for the
manufacture of VIBATIV®;

�
the advantages and disadvantages of VIBATIV® compared to alternative therapies;

�
our ability to educate the medical community about the safety and effectiveness of VIBATIV®;

�
the reimbursement policies of government and third party payors; and

�
the market price of VIBATIV® relative to competing therapies.

If our partners do not satisfy their obligations under our agreements with them, or if they terminate our partnerships with them, as Astellas
did with our VIBATIV® collaboration agreement in January 2012, we may not be able to develop or commercialize our partnered product
candidates as planned.

              We entered into our LABA collaboration agreement with GSK in November 2002, our strategic alliance agreement with GSK in March
2004, and our VIBATIV® collaboration agreement
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with Astellas in November 2005. In October 2012, we entered into an exclusive development and commercialization agreement with Alfa
Wassermann for velusetrag, our lead compound in the 5-HT4 program, covering the EU, Russia, China, Mexico and certain other countries, and
we entered into a research collaboration and license agreement with Merck to discover, develop and commercialize novel small molecule
therapeutics for the treatment of cardiovascular disease on an exclusive, worldwide basis. In connection with these agreements, we have granted
to these parties certain rights regarding the use of our patents and technology with respect to compounds in our development programs, including
development and marketing rights. Under our GSK agreements, GSK has full responsibility for development and commercialization of FF/VI,
UMEC/VI and any product candidates in the MABA program. Any future milestone payments or royalties to us from these programs will
depend on the extent to which GSK advances the product candidate through development and, if approved, commercialization. Astellas
terminated the VIBATIV® agreement in January 2012. The Merck and Alfa Wassermann agreements provide us with research and development
funding, respectively, for the programs under license, and if either partner decides not to progress the licensed program, we may not be able to
develop or commercialize the program on our own.

              Our partners might not fulfill all of their obligations under these agreements, and, in certain circumstances, they may terminate our
partnership with them, as Astellas did in January 2012. In either event, we may be unable to assume the development and commercialization of
the product candidates covered by the agreements or enter into alternative arrangements with a third party to develop and commercialize such
product candidates. If a partner elected to promote its own products and product candidates in preference to those licensed from us, future
payments to us could be reduced and our business and financial condition would be materially and adversely affected. Accordingly, our ability
to receive any revenue from the product candidates covered by these agreements is dependent on the efforts of the partner. We could also
become involved in disputes with a partner, which could lead to delays in or termination of our development and commercialization programs
and time-consuming and expensive litigation or arbitration.

              If a partner terminates or breaches its agreements with us, or otherwise fails to complete its obligations in a timely manner, the chances
of successfully developing or commercializing product candidates under the collaboration could be materially and adversely affected. For
example, Astellas terminated the VIBATIV® collaboration agreement in January 2012, and due to the termination, current product shortages,
regional supply outages and suspension of marketing authorization in the European Union stemming from the manufacturing issues at the third
party VIBATIV® drug product supplier, the commercialization of VIBATIV® in the U.S. has essentially stopped and the commercial
introduction of VIBATIV® in the E.U. and Canada has been delayed.

If we are unable to enter into future collaboration arrangements or if any such collaborations with third parties are unsuccessful, we will be
unable to fully develop and commercialize our product candidates and our business will be adversely affected.

              We have active collaborations with GSK for FF/VI, UMEC/VI and the MABA program, with Alfa Wassermann for velusetrag, with
Merck for novel small molecule therapeutics for the treatment of cardiovascular disease, and with R-Pharm CJSC for telavancin and TD-1792,
our investigational antibiotic. Additional collaborations will be needed to fund later-stage development of our product candidates that have not
been licensed to a collaborator or for territory that is not covered by the collaboration, and to commercialize these product candidates if
approved by the necessary regulatory authorities. Each of velusetrag, our lead compound in the 5-HT4 program, TD-1792, our investigational
antibiotic and TD-4208, our LAMA compound, has successfully completed a Phase 2 proof-of-concept study, and in July 2012 we reported
positive results from a Phase 2b study with TD-1211, the lead compound in our Peripheral Mu Opioid Receptor Antagonist program for
opioid-induced constipation. In addition, in connection with the expansion of the MABA program under the strategic alliance with GSK in
October 2011, GSK relinquished its right to option our MARIN and ARNI programs. Also, we now
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have full rights to VIBATIV® as a result of the termination of our collaboration agreement with Astellas in January 2012. We currently intend
to seek additional third parties with which to pursue collaboration arrangements for the development and commercialization of our development
programs and for the future commercialization of VIBATIV®. Collaborations with third parties regarding these programs or our other programs
may require us to relinquish material rights, including revenue from commercialization of our medicines, on terms that are less attractive than
our current arrangements or to assume material ongoing development obligations that we would have to fund. These collaboration arrangements
are complex and time-consuming to negotiate, and if we are unable to reach agreements with third-party collaborators, we may fail to meet our
business objectives and our financial condition may be adversely affected. We face significant competition in seeking third-party collaborators,
especially in the current uncertain economy, which is driving many biotechnology and biopharmaceutical companies to seek to sell or license
their assets. We may be unable to find third parties to pursue product collaborations on a timely basis or on acceptable terms. Furthermore, for
any collaboration, we may not be able to control the amount of time and resources that our partners devote to our product candidates and our
partners may choose to pursue alternative products. Our inability to successfully collaborate with third parties would increase our development
costs and would limit the likelihood of successful commercialization of our product candidates which may cause our stock price to decline.

We depend on third parties in the conduct of our clinical studies for our product candidates.

              We depend on independent clinical investigators, contract research organizations and other third-party service providers in the conduct
of our non-clinical and clinical studies for our product candidates. We rely heavily on these parties for execution of our non-clinical and clinical
studies, and control only certain aspects of their activities. Nevertheless, we are responsible for ensuring that our clinical studies are conducted in
accordance with good clinical practices (GCPs) and other regulations as required by the FDA and foreign regulatory authorities, and the
applicable protocol. Failure by these parties to comply with applicable regulations, GCPs and protocols in conducting studies of our product
candidates can result in a delay in our development programs or non-approval of our product candidates by regulatory authorities.

              The FDA enforces good clinical practices and other regulations through periodic inspections of trial sponsors, clinical research
organizations (CROs), principal investigators and trial sites. For example, in connection with the FDA's review of our telavancin NDAs, the
FDA conducted inspections of Theravance and certain of our study sites, clinical investigators and CROs. If we or any of the third parties on
which we have relied to conduct our clinical studies are determined to have failed to comply with GCPs, the study protocol or applicable
regulations, the clinical data generated in our studies may be deemed unreliable. This could result in non-approval of our product candidates by
the FDA, or we or the FDA may decide to conduct additional audits or require additional clinical studies, which would delay our development
programs, could result in significant additional costs and could cause the price of our securities to fall.

We face substantial competition from companies with more resources and experience than we have, which may result in others discovering,
developing, receiving approval for or commercializing products before or more successfully than we do.

              Our ability to succeed in the future depends on our ability to demonstrate and maintain a competitive advantage with respect to our
approach to the discovery and development of medicines. Our objective is to discover, develop and commercialize new small molecule
medicines with superior efficacy, convenience, tolerability and/or safety. We expect that any medicines that we commercialize with our
collaborative partners will compete with existing or future market-leading medicines.

              Many of our potential competitors have substantially greater financial, technical and personnel resources than we have. In addition,
many of these competitors have significantly greater commercial
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infrastructures than we have. Our ability to compete successfully will depend largely on our ability to leverage our experience in drug discovery
and development to:

�
discover and develop medicines that are superior to other products in the market;

�
attract and retain qualified personnel;

�
obtain patent and/or other proprietary protection for our medicines and technologies;

�
obtain required regulatory approvals; and

�
successfully collaborate with pharmaceutical companies in the discovery, development and commercialization of new
medicines.

              Established pharmaceutical companies may invest heavily to quickly discover and develop or in-license novel compounds that could
make our product candidates obsolete. Accordingly, our competitors may succeed in obtaining patent protection, receiving FDA approval or
discovering, developing and commercializing medicines before we do. Other companies are engaged in the discovery of medicines that would
compete with the product candidates that we are developing.

              Any new medicine that competes with a generic or proprietary market leading medicine must demonstrate compelling advantages in
efficacy, convenience, tolerability and/or safety in order to overcome severe price competition and be commercially successful. VIBATIV®
must demonstrate these advantages, as it competes with vancomycin, a relatively inexpensive generic drug that is manufactured by a number of
companies, and a number of existing antibacterial drugs marketed by major and other pharmaceutical companies. If we are not able to compete
effectively against our current and future competitors, our business will not grow, our financial condition and operations will suffer and the price
of our securities could fall.

              As the principles of multivalency become more widely known, we expect to face increasing competition from companies and other
organizations that pursue the same or similar approaches. Novel therapies, such as gene therapy or effective vaccines for infectious diseases,
may emerge that will make both conventional and multivalent medicine discovery efforts obsolete or less competitive.

If we lose key management or scientific personnel, or if we fail to retain our key employees, our ability to discover and develop our product
candidates will be impaired.

              We are highly dependent on principal members of our management team and scientific staff to operate our business. Our company is
located in northern California, which is headquarters to many other biotechnology and biopharmaceutical companies and many academic and
research institutions. As a result, competition for certain skilled personnel in our market remains intense. None of our employees have
employment commitments for any fixed period of time and they all may leave our employment at will. If we fail to retain our qualified
personnel or replace them when they leave, we may be unable to continue our development and commercialization activities, which may cause
our stock price to decline.

Our business and operations would suffer in the event of system failures.

              Although we have security measures in place, our internal computer systems and those of our CROs and other service providers are
vulnerable to damage from computer viruses, unauthorized access, natural disasters, terrorism, war and telecommunication and electrical
failures. Any material system failure, accident or security breach could result in a material disruption to our business. For example, the loss of
clinical trial data from completed or ongoing clinical trials of our product candidates could result in delays in our regulatory approval efforts and
significantly increase our costs to recover or reproduce the data. If a disruption or security breach results in a loss of or damage to our data or
regulatory applications, or inadvertent disclosure of confidential or proprietary information,
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we could incur liability, the further development of our product candidates could be delayed and the price of our securities could fall.

Our principal facility is located near known earthquake fault zones, and the occurrence of an earthquake, extremist attack or other
catastrophic disaster could cause damage to our facilities and equipment, which could require us to cease or curtail operations.

              Our principal facility is located in the San Francisco Bay Area near known earthquake fault zones and therefore is vulnerable to damage
from earthquakes. In October 1989, a major earthquake struck this area and caused significant property damage and a number of fatalities. We
are also vulnerable to damage from other types of disasters, including power loss, attacks from extremist organizations, fire, floods,
communications failures and similar events. If any disaster were to occur, our ability to operate our business could be seriously impaired. In
addition, the unique nature of our research activities and of much of our equipment could make it difficult for us to recover from this type of
disaster. We may not have adequate insurance to cover our losses resulting from disasters or other similar significant business interruptions and
we do not plan to purchase additional insurance to cover such losses due to the cost of obtaining such coverage. Any significant losses that are
not recoverable under our insurance policies could seriously impair our business and financial condition, which could cause the price of our
securities to fall.

Risks Related to our Alliance with GSK

GSK's ownership of a significant percentage of our stock and its ability to acquire additional shares of our stock may create conflicts of
interest, and may inhibit our management's ability to continue to operate our business in the manner in which it is currently being operated.

              As of October 24, 2012, GSK beneficially owned approximately 26.7% of our outstanding capital stock, and GSK has the right to
acquire stock from us to maintain its percentage ownership of our capital stock. GSK could have substantial influence in the election of our
directors, delay or prevent a transaction in which stockholders might receive a premium over the prevailing market price for their shares and
have significant control over certain changes in our business.

              In addition, GSK may make an offer to our stockholders to acquire outstanding voting stock that would bring GSK's percentage
ownership of our voting stock to no greater than 60%, provided that:

�
the offer includes no condition as to financing;

�
the offer is approved by a majority of our independent directors;

�
the offer includes a condition that the holders of a majority of the shares of the voting stock not owned by GSK accept the
offer by tendering their shares in the offer; and

�
the shares purchased will be subject to the same provisions of the governance agreement as are the shares of voting stock
currently held by GSK.

              If pursuant to the provision described above GSK's ownership of us is greater than 50.1%, then GSK is allowed to make an offer to our
stockholders to acquire outstanding voting stock that would bring GSK's percentage ownership of our voting stock to 100%, provided that;

�
the offer includes no condition as to financing;

�
the offer is approved by a majority of our independent directors; and

�
the offer includes a condition that the holders of a majority of the shares of the voting stock not owned by GSK accept the
offer by tendering their shares in the offer.
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              Further, pursuant to our certificate of incorporation, we renounce our interest in and waive any claim that a corporate or business
opportunity taken by GSK constitutes a corporate opportunity of ours unless such corporate or business opportunity is expressly offered to one
of our directors who is a director, officer or employee of GSK, primarily in his or her capacity as one of our directors.

GSK's significant ownership position and its rights under the governance agreement may deter or prevent efforts by other companies to
acquire us, which could prevent our stockholders from realizing a control premium.

              As of October 24, 2012, GSK beneficially owned approximately 26.7% of our outstanding capital stock. GSK may vote at its sole
discretion on any proposal to effect a change of control of us or for us to issue equity securities to one or more parties that would result in that
party or parties beneficially owning more than 20% of our outstanding capital stock. Our governance agreement with GSK requires us to exempt
GSK from our stockholder rights plan, affords GSK certain rights to offer to acquire us in the event third parties seek to acquire our stock and
contains other provisions that could deter or prevent another company from seeking to acquire us. For example, GSK may offer to acquire 100%
of our outstanding stock from stockholders in certain circumstances, such as if we are faced with a hostile acquisition offer or if our board of
directors acts in a manner to facilitate a change in control of us with a party other than GSK. As a result of GSK's significant ownership and its
rights under the governance agreement, other companies may be less inclined to pursue an acquisition of us and therefore we may not have the
opportunity to be acquired in a transaction that stockholders might otherwise deem favorable, including transactions in which our stockholders
might realize a substantial premium for their shares.

GSK could sell or transfer a substantial number of shares of our common stock, which could depress the price of our securities or result in a
change in control of our company.

              Under our governance agreement with GSK, GSK could previously sell or transfer our common stock only pursuant to a public offering
registered under the Securities Act or pursuant to Rule 144 of the Securities Act. GSK no longer has contractual restrictions on its ability to sell
or transfer our common stock on the open market, in privately negotiated transactions or otherwise, and these sales or transfers could create
substantial declines in the price of our securities or, if these sales or transfers were made to a single buyer or group of buyers, could contribute to
a transfer of control of our company to a third party.

Risks Related to Legal and Regulatory Uncertainty

If our efforts to protect the proprietary nature of the intellectual property related to our technologies are not adequate, we may not be able to
compete effectively in our market.

              We rely upon a combination of patents, patent applications, trade secret protection and confidentiality agreements to protect the
intellectual property related to our technologies. Any involuntary disclosure to or misappropriation by third parties of this proprietary
information could enable competitors to quickly duplicate or surpass our technological achievements, thus eroding our competitive position in
our market. The status of patents in the biotechnology and pharmaceutical field involves complex legal and scientific questions and is very
uncertain. As of December 31, 2012, we owned 326 issued United States patents and 1,110 granted foreign patents, as well as additional pending
United States and foreign patent applications. Our patent applications may be challenged or fail to result in issued patents and our existing or
future patents may be invalidated or be too narrow to prevent third parties from developing or designing around these patents. If the sufficiency
of the breadth or strength of protection provided by our patents with respect to a product candidate is threatened, it could dissuade companies
from collaborating with us to develop, and threaten our ability to commercialize, the product candidate. Further, if we encounter delays in our
clinical trials or in
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obtaining regulatory approval of our product candidates, the patent lives of the related product candidates would be reduced.

              In addition, we rely on trade secret protection and confidentiality agreements to protect proprietary know-how that is not patentable, for
processes for which patents are difficult to enforce and for any other elements of our drug discovery and development processes that involve
proprietary know-how, information and technology that is not covered by patent applications. Although we require our employees, consultants,
advisors and any third parties who have access to our proprietary know-how, information and technology to enter into confidentiality
agreements, we cannot be certain that this know-how, information and technology will not be disclosed or that competitors will not otherwise
gain access to our trade secrets or independently develop substantially equivalent information and techniques. Further, the laws of some foreign
countries do not protect proprietary rights to the same extent as the laws of the United States. As a result, we may encounter significant problems
in protecting and defending our intellectual property both in the United States and abroad. If we are unable to prevent material disclosure of the
intellectual property related to our technologies to third parties, we will not be able to establish or, if established, maintain a competitive
advantage in our market, which could materially adversely affect our business, financial condition and results of operations, which could cause
the price of our securities to fall.

Litigation or third-party claims of intellectual property infringement would require us to divert resources and may prevent or delay our drug
discovery and development efforts.

              Our commercial success depends in part on us and our partners not infringing the patents and proprietary rights of third parties. Third
parties may assert that we or our partners are using their proprietary rights without authorization. There are third party patents that may cover
materials or methods for treatment related to our product candidates. At present, we are not aware of any patent claims with merit that would
adversely and materially affect our ability to develop our product candidates, but nevertheless the possibility of third party allegations cannot be
ruled out. In addition, third parties may obtain patents in the future and claim that use of our technologies infringes upon these patents.
Furthermore, parties making claims against us or our partners may obtain injunctive or other equitable relief, which could effectively block our
ability to further develop and commercialize one or more of our product candidates. Defense of these claims, regardless of their merit, would
involve substantial litigation expense and would be a substantial diversion of employee resources from our business.

              In the event of a successful claim of infringement against us, we may have to pay substantial damages, obtain one or more licenses from
third parties or pay royalties. In addition, even in the absence of litigation, we may need to obtain licenses from third parties to advance our
research or allow commercialization of our product candidates, and we have done so from time to time. We may fail to obtain any of these
licenses at a reasonable cost or on reasonable terms, if at all. In that event, we would be unable to further develop and commercialize one or
more of our product candidates, which could harm our business significantly. In addition, in the future we could be required to initiate litigation
to enforce our proprietary rights against infringement by third parties. Prosecution of these claims to enforce our rights against others would
involve substantial litigation expenses and divert substantial employee resources from our business. If we fail to effectively enforce our
proprietary rights against others, our business will be harmed, which may cause our stock price to decline.

If the efforts of our partner, GSK, to protect the proprietary nature of the intellectual property related to the assets in the LABA
collaboration, including FF/VI and UMEC/VI, are not adequate, the future commercialization of any medicines resulting from the LABA
collaboration could be delayed or prevented, which would materially harm our business and could cause the price of our securities to fall.

              The risks identified in the two preceding risk factors also apply to the intellectual property protection efforts of our partner, GSK. To the
extent the intellectual property protection of any of the
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assets in the LABA collaboration are successfully challenged or encounter problems with the United States Patent and Trademark Office or
other comparable agencies throughout the world, the future commercialization of these potential medicines could be delayed or prevented. Any
challenge to the intellectual property protection of a late-stage development asset arising from the LABA collaboration could harm our business
and cause the price of our securities to fall.

Product liability lawsuits could divert our resources, result in substantial liabilities and reduce the commercial potential of our medicines.

              The risk that we may be sued on product liability claims is inherent in the development and commercialization of pharmaceutical
products. Side effects of, or manufacturing defects in, products that we or our partners develop or commercialize could result in the deterioration
of a patient's condition, injury or even death. Once a product is approved for sale and commercialized, the likelihood of product liability lawsuits
tends to increase. Claims may be brought by individuals seeking relief for themselves or by individuals or groups seeking to represent a class.
These lawsuits may divert our management from pursuing our business strategy and may be costly to defend. In addition, if we are held liable in
any of these lawsuits, we may incur substantial liabilities and may be forced to limit or forgo further commercialization of the applicable
products.

              Although we maintain general liability and product liability insurance, this insurance may not fully cover potential liabilities. In
addition, inability to obtain or maintain sufficient insurance coverage at an acceptable cost or to otherwise protect against potential product
liability claims could prevent or inhibit the commercial production and sale of our products, which could adversely affect our business. Product
liability claims could also harm our reputation, which may adversely affect our and our partners' ability to commercialize our products
successfully, which could cause the price of our securities to fall.

Government restrictions on pricing and reimbursement, as well as other healthcare payor cost-containment initiatives, may negatively
impact our ability to generate revenues.

              The continuing efforts of the government, insurance companies, managed care organizations and other payors of health care costs to
contain or reduce costs of health care may adversely affect one or more of the following:

�
our or our collaborators' ability to set a price we believe is fair for our products, if approved;

�
our ability to generate revenues and achieve profitability; and

�
the availability of capital.

              The Patient Protection and Affordable Care Act and other potential legislative or regulatory action regarding healthcare and insurance
matters, along with the trend toward managed healthcare in the United States, could influence the purchase of healthcare products and reduce
demand and prices for our products, if approved. This could harm our or our collaborators' ability to market our potential medicines and generate
revenues. Cost containment measures that health care payors and providers are instituting and the effect of the Patient Protection and Affordable
Care Act and further agency regulations that are likely to emerge in connection with the passage of this act could significantly reduce potential
revenues from the sale of any product candidates approved in the future. In addition, in certain foreign markets, the pricing of prescription drugs
is subject to government control and reimbursement may in some cases be unavailable. We believe that pricing pressures at the state and federal
level, as well as internationally, will continue and may increase, which may make it difficult for us to sell our potential medicines that may be
approved in the future at a price acceptable to us or our collaborators, which may cause our stock price to decline.
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If we use hazardous and biological materials in a manner that causes injury or violates applicable law, we may be liable for damages.

              Our research and development activities involve the controlled use of potentially hazardous substances, including chemical, biological
and radioactive materials. In addition, our operations produce hazardous waste products. Federal, state and local laws and regulations govern the
use, manufacture, storage, handling and disposal of hazardous materials. We may incur significant additional costs to comply with these and
other applicable laws in the future. Also, even if we are in compliance with applicable laws, we cannot completely eliminate the risk of
contamination or injury resulting from hazardous materials and we may incur liability as a result of any such contamination or injury. In the
event of an accident, we could be held liable for damages or penalized with fines, and the liability could exceed our resources. We do not have
any insurance for liabilities arising from hazardous materials. Compliance with applicable environmental laws and regulations is expensive, and
current or future environmental regulations may impair our research, development and production efforts, which could harm our business, which
could cause the price of our securities to fall.

Risks Related to Ownership of our Common Stock

The price of our securities has been extremely volatile and may continue to be so, and purchasers of our securities could incur substantial
losses.

              The price of our securities has been extremely volatile and may continue to be so. The stock market in general and the market for
biotechnology and biopharmaceutical companies in particular have experienced extreme volatility that has often been unrelated to the
companies' operating performance, in particular during the last several years. The following factors, in addition to the other risk factors
described in this section, may also have a significant impact on the market price of our securities:

�
any adverse developments or results or perceived adverse developments or results with respect to the development of FF/VI
with GSK, including, without limitation, any difficulties or delays encountered with regard to the regulatory path for FF/VI
or any indication from clinical or non-clinical studies, including the large Phase 3b program, that FF/VI is not safe or
efficacious (for example, the negative investor reaction to the topline results from the Phase 3 registrational programs for
FF/VI announced in early 2012);

�
any adverse developments or results or perceived adverse developments or results with respect to the development of
UMEC/VI with GSK, including, without limitation, any difficulties or delays encountered with regard to the regulatory path
for UMEC/VI, or any indication from clinical or non-clinical studies that UMEC/VI is not safe or efficacious;

�
any adverse developments or results or perceived adverse developments or results with respect to the MABA program with
GSK, including, without limitation, any further delays encountered in commencing the single-agent Phase 3 program, any
difficulties or delays encountered with regard to the regulatory path for '081, such as the '081/FF Phase 3-enabling studies
planned for 2013 or any indication from non-clinical studies of '081 that the compound is not safe or efficacious;

�
any further adverse developments with respect to the commercialization of VIBATIV®, including, without limitation, the
uncertainties surrounding drug product manufacture and supply, difficulties that may be encountered by Hospira in
technology transfer activities and how, when and where VIBATIV® will be commercialized;

�
any further adverse developments or perceived adverse developments with respect to our telavancin NP NDA, including,
without limitation, adverse developments or perceived adverse developments with regard to the label for VIBATIV® if it is
approved for NP;
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�
any adverse developments or perceived adverse developments in the field of LABAs, including any change in FDA policy or
guidance (such as the pronouncement in February 2010 warning that LABAs should not be used alone in the treatment of
asthma and related labeling requirements, the impact of the March 2010 FDA Advisory Committee discussing LABA
clinical trial design to evaluate serious asthma outcomes or the FDA's April 2011 announcement that manufacturers of
currently marketed LABAs conduct additional clinical studies comparing the addition of LABAs to inhaled corticosteroids
versus inhaled corticosteroids alone);

�
GSK's decisions whether or not to purchase, on a quarterly basis, sufficient shares of our common stock to maintain its
ownership percentage taking into account our preceding quarter's option exercise and equity vesting activity;

�
any announcements of developments with, or comments by, the FDA or other regulatory authorities with respect to products
we or our partners have under development or have commercialized;

�
our incurrence of expenses in any particular quarter that are different than market expectations;

�
the extent to which GSK advances (or does not advance) FF/VI, UMEC/VI and the MABA program through development
into commercialization in all indications in all major markets;

�
any adverse developments or perceived adverse developments with respect to our relationship with GSK, including, without
limitation, disagreements that may arise between us and GSK;

�
any adverse developments or perceived adverse developments with respect to our relationship with any of our research,
development or commercialization partners other than GSK, including, without limitation, disagreements that may arise
between us and any of those partners;

�
any adverse developments or perceived adverse developments with respect to our partnering efforts with VIBATIV®, our
5-HT

4
 receptor agonist, Peripheral Mu Opioid Receptor Antagonist, MARIN and ARNI programs, TD-1792 or TD-4208;

�
announcements regarding GSK generally;

�
announcements of patent issuances or denials, technological innovations or new commercial products by us or our
competitors;

�
developments concerning any collaboration we undertake with companies other than GSK;

�
publicity regarding actual or potential study results or the outcome of regulatory review relating to products under
development by us, our partners or our competitors;

�
regulatory developments in the United States and foreign countries;

�
economic and other external factors beyond our control;

�
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sales of stock by us or by our stockholders, including sales by certain of our employees and directors whether or not pursuant
to selling plans under Rule 10b5-1 of the Securities Exchange Act of 1934;

�
relative illiquidity in the public market for our common stock (our six largest stockholders other than GSK collectively
owned approximately 44.5% of our outstanding capital stock as of October 24, 2012 based on our review of publicly
available filings); and

�
potential sales or purchases of our capital stock by GSK.
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Concentration of ownership will limit your ability to influence corporate matters.

              As of October 24, 2012, GSK beneficially owned approximately 26.7% of our outstanding capital stock and our directors, executive
officers and investors affiliated with these individuals beneficially owned approximately 5.5% of our outstanding capital stock. Based on our
review of publicly available filings as of October 24, 2012, our six largest stockholders other than GSK collectively owned approximately 44.5%
of our outstanding capital stock. These stockholders could control the outcome of actions taken by us that require stockholder approval,
including a transaction in which stockholders might receive a premium over the prevailing market price for their shares.

Anti-takeover provisions in our charter and bylaws, in our rights agreement and in Delaware law could prevent or delay a change in control
of our company.

              Provisions of our certificate of incorporation and bylaws may discourage, delay or prevent a merger or acquisition that stockholders
may consider favorable, including transactions in which you might otherwise receive a premium for your shares. These provisions include:

�
requiring supermajority stockholder voting to effect certain amendments to our certificate of incorporation and bylaws;

�
restricting the ability of stockholders to call special meetings of stockholders;

�
prohibiting stockholder action by written consent; and

�
establishing advance notice requirements for nominations for election to the board of directors or for proposing matters that
can be acted on by stockholders at stockholder meetings.

              In addition, our board of directors has adopted a rights agreement that may prevent or delay a change in control of us. Further, some
provisions of Delaware law may also discourage, delay or prevent someone from acquiring us or merging with us.

 Risks Related to the Notes

The notes will be subordinated to any existing and future senior indebtedness.

              The notes are unsecured and contractually subordinated in right of payment to any of our existing and future senior indebtedness. In the
event of bankruptcy, liquidation or reorganization or upon acceleration of the notes due to an event of default and in specific other events, our
assets will be available to pay obligations on the notes only after all senior indebtedness has been paid in full in cash or other payment
satisfactory to the holders of senior indebtedness has been made. There may not be sufficient assets remaining to pay amounts due on any or all
of the notes then outstanding. As a result of these payments, our general creditors may recover less, ratably, than the holders of our senior
indebtedness and such general creditors may recover more, ratably, than the holders of our notes or our other subordinated indebtedness. The
indenture does not limit the creation of senior indebtedness (or any other indebtedness). Any significant additional indebtedness incurred may
also materially adversely impact our ability to service our debt, including the notes. In addition, the holders of our senior indebtedness may,
under certain circumstances, restrict or prohibit us from making payments on the notes. We anticipate that from time to time we may incur
additional indebtedness, including senior indebtedness. As of September 30, 2012, we had no outstanding senior indebtedness as defined in the
indenture.
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The notes are effectively subordinated to the indebtedness and liabilities of our existing and future subsidiaries and to all of our existing and
future secured indebtedness.

              The notes are not guaranteed by our existing subsidiaries or any future subsidiaries and, accordingly, the notes are effectively
subordinated to the existing and future indebtedness and other liabilities of our subsidiaries. These liabilities may include indebtedness, trade
payables, guarantees, lease obligations and letter of credit obligations. Therefore, our rights and the rights of our creditors, including the holders
of the notes, to participate in the assets of any subsidiary upon that subsidiary's liquidation or reorganization will be subject to the prior claims of
the subsidiary's creditors, except to the extent that we may ourselves be a creditor with recognized claims against the subsidiaries. However,
even if we are a creditor of one of our subsidiaries, our claims would still be effectively subordinated to any security interests in, or mortgages or
other liens on, the assets of that subsidiary and would be subordinate to any indebtedness of the subsidiary senior to that held by us. As of
September 30, 2012, our subsidiaries had no liabilities (including trade payables, but excluding intercompany indebtedness and liabilities of a
type not required to be reflected on a balance sheet in accordance with GAAP).

              In addition, the notes will not be secured by any of our assets or those of our subsidiaries. As a result, the notes will be effectively
subordinated to any secured debt we may incur to the extent of the value of the assets securing such indebtedness. In any liquidation, dissolution,
bankruptcy or other similar proceeding, holders of our secured debt may assert rights against any assets securing such debt in order to receive
full payment of their debt before those assets may be used to pay the holders of the notes. In such an event, we may not have sufficient assets
remaining to pay amounts due on any or all of the notes. As of September 30, 2012, we had no secured indebtedness outstanding.

Recent regulatory actions may adversely affect the trading price and liquidity of the notes.

              We expect that many investors in, and potential purchasers of, the notes will employ, or seek to employ, a convertible arbitrage strategy
with respect to the notes. Investors that employ a convertible arbitrage strategy with respect to convertible debt instruments typically implement
that strategy by selling short the company's common stock and dynamically adjusting their short position while they hold the notes. Investors
may also implement this strategy by entering into swaps on the common stock in lieu of or in addition to short selling the common stock. As a
result, any specific rules regulating equity swaps or short selling of securities or other governmental action that interferes with the ability of
market participants to effect short sales or equity swaps with respect to our common stock could adversely affect the ability of investors in, or
potential purchasers of, the notes to conduct the convertible arbitrage strategy that we believe they will employ, or seek to employ, with respect
to the notes. This could, in turn, adversely affect the trading price and liquidity of the notes.

              The Securities and Exchange Commission, or SEC, and other regulatory and self-regulatory authorities have implemented various rules
and may adopt additional rules in the future that may impact those engaging in short selling activity involving equity securities (including our
common stock). In particular, Rule 201 of SEC Regulation SHO generally restricts short selling when the price of a "covered security" triggers a
"circuit breaker" by falling 10% or more from the security's closing price as of the end of regular trading hours on the prior day. If this circuit
breaker is triggered, short sale orders can be displayed or executed for the remainder of that day and the following day only if the order price is
above the current national best bid, subject to certain limited exceptions. Because our common stock is a "covered security," these Rule 201
restrictions, if triggered, may interfere with the ability of investors in, and potential purchasers of, the notes to effect short sales in our common
stock and conduct a convertible arbitrage strategy.

              The SEC has also approved a pilot program allowing securities exchanges and the Financial Industry Regulatory Authority, Inc., or
FINRA, to halt trading in securities included in the S&P 500 Index, Russell 1000 Index and certain exchange traded funds and notes if the price
of any such security
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moves 10% or more from a sale price in a five-minute period (the "SRO pilot program"). Beginning on August 8, 2011, the SRO pilot program
was expanded to include all other National Market System stocks, including our common stock, and imposes a trading halt in these additional
stocks in the event of any price movement of 30% or 50% (or more), depending upon the trading price of the stock. Beginning on November 23,
2011, the SRO pilot program was amended to exclude all rights and warrants from the trading halt. The SRO pilot program is currently set to
expire on February 4, 2013.

              On May 31, 2012, the SEC approved the "Limit Up-Limit Down" plan proposed by FINRA and securities exchanges. The plan requires
securities exchanges, alternative trading systems, broker-dealers and other trading centers to establish policies and procedures that prevent the
execution of trades and the display of offers from occurring outside of a specified price band. If bid or offer quotations are at the far limit of the
price band for more than 15 seconds, trading in that security will be subject to a five-minute trading pause. The Limit Up-Limit Down plan,
which will go into effect on a one-year pilot basis on February 4, 2013, is intended to replace the SRO pilot program.

              On May 31, 2012, the SEC also approved changes to the existing stock exchange and FINRA rules that establish a market-wide circuit
breaker system. The existing market-wide circuit breaker system provides for specified market-wide halts in trading of stock for certain periods
following specified market declines. Among other changes to the existing market-wide circuit breaker system that will go into effect on a
one-year pilot basis on February 4, 2013 will be a change in the existing 10%, 20% and 30% market decline thresholds that trigger market-wide
trading halts to 7%, 13% and 20%, respectively. The approved amendment also changes the index that is used as the pricing reference for the
decline to the S&P 500 Index rather than the Dow Jones Industrial Average, and in some instances shortens the time periods during which
trading will be halted to 15 minutes if the circuit breaker occurs prior to 3:25 p.m., except in the case of a 20% decline.

              The enactment of the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act), on July 21, 2010, also
introduced regulatory uncertainty that may impact trading activities relevant to the notes. This new legislation, when fully implemented through
regulatory rulemaking, will require many over-the-counter swaps and security-based swaps to be centrally cleared through regulated
clearinghouses and traded on exchanges or comparable trading facilities. In addition, swap dealers, security based swap dealers, major swap
participants and major security-based swap participants will be required to register with the SEC or the Commodity Futures Trading
Commission and comply with margin and capital requirements as well as public reporting requirements.

              Although the direction and magnitude of the effect that the amendments to Regulation SHO, FINRA and exchange rule changes and
implementation of the Dodd-Frank Act may have on the trading price and the liquidity of the notes will depend on a variety of factors, many of
which cannot be determined at this time, past regulatory actions (such as the emergency orders issued by the SEC in 2008 prohibiting short sales
of stock of certain financial services companies) have had a significant impact on the trading prices and liquidity of convertible debt instruments.
Any governmental action that similarly restricts the ability of investors in, or potential purchasers of, the notes to establish and maintain a
convertible arbitrage strategy with respect to the notes (including any increasing costs incurred by investors in implementing such strategy)
could adversely affect the trading price and the liquidity of the notes.

There are no restrictive covenants in the indenture for the notes relating to our ability to incur future indebtedness or complete other
transactions.

              The indenture governing the notes does not contain any financial or operating covenants that would protect you from several kinds of
transactions that may adversely affect you. In particular, the indenture does not contain restrictions on the payment of dividends, the incurrence
of indebtedness, transactions with affiliates, incurrence of liens or the issuance or repurchase of securities by us or any
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of our subsidiaries. We therefore may incur additional debt, including senior indebtedness, secured indebtedness or indebtedness at the
subsidiary level to which the notes would be contractually or structurally subordinated. We may not be able to generate sufficient cash flow to
pay the interest on our debt, including the notes and any indebtedness that is senior in right of payment to the notes. Further, there can be no
assurances that future working capital, any borrowings or equity financing will be available to pay or refinance any such debt.

The adjustment to the conversion rate for notes converted in connection with certain change of control events may not adequately
compensate you for any lost value of your notes as a result of such transaction.

              If certain change of control events occur prior to the maturity date, under certain circumstances, we will increase the conversion rate by
a number of additional shares of our common stock for notes converted in connection with such change of control. The increase in the
conversion rate will be determined based on the date on which the specified corporate transaction becomes effective and the price paid (or
deemed to be paid) per share of our common stock in such transaction, as described below under "Description of the Notes�Make-Whole
Premium Upon Certain Fundamental Changes." The adjustment to the conversion rate for notes converted in connection with certain change of
control events may not adequately compensate you for any lost value of your notes as a result of such transaction. In addition, if the price of our
common stock in the transaction is greater than $100.00 per share or less than $20.97 per share (in each case, subject to adjustment), no
additional shares will be added to the conversion rate. Moreover, in no event will the conversion rate per $1,000 principal amount of notes as a
result of this adjustment exceed 47.6871, subject to adjustments in the same manner as the conversion rate as set forth under "Description of the
Notes�Conversion Rights�Conversion Rate Adjustments." Our obligation to increase the conversion rate upon the occurrence of certain change of
control events could be considered a penalty, in which case the enforceability thereof would be subject to general principles of reasonableness
and equitable remedies.

We may not have the ability to repurchase the notes in cash upon the occurrence of a fundamental change as required by the indenture.

              Holders of the notes will have the right to require us to repurchase the notes upon the occurrence of a fundamental change as described
under "Description of the Notes�Fundamental Change Permits Holders to Require Us to Purchase Notes." We may not have sufficient funds to
repurchase the notes in cash or have the ability to arrange necessary financing on acceptable terms. Our ability to repurchase the notes may also
be limited by law or the terms of other agreements relating to our indebtedness. A fundamental change may also constitute an event of default or
prepayment under, or result in the acceleration of the maturity of, our then-existing indebtedness. Our failure to repurchase the notes when
required would result in an event of default with respect to the notes.

Some significant restructuring transactions and significant changes in the composition of our board may not constitute a fundamental
change, in which case we would not be obligated to offer to repurchase the notes.

              Upon the occurrence of a fundamental change, you have the right to require us to repurchase your notes. However, the fundamental
change provisions will not afford protection to holders of notes in the event of other transactions that could adversely affect the notes. For
example, transactions such as leveraged recapitalizations, refinancings, restructurings, or acquisitions initiated by us may not constitute a
fundamental change requiring us to repurchase the notes. In the event of any such transaction, the holders would not have the right to require us
to repurchase the notes, even though each of these transactions could increase the amount of our indebtedness, or otherwise adversely affect our
capital structure or any credit ratings, thereby adversely affecting the holders of notes.
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              In addition, certain circumstances involving a significant change in the composition of our board, including in connection with a proxy
contest where our board does not endorse a dissident slate of directors but approves them for purposes of clause (3) in the definition of change of
control, as defined under "Description of the Notes�Fundamental Change Permits Holders to Require Us to Purchase Notes," may not constitute a
fundamental change. In the event of any such significant change in the composition of our board, the holders would not have the right to require
us to repurchase the notes.

If you hold notes, you are not entitled to any rights with respect to our common stock, but you are subject to all changes made with respect to
our common stock.

              If you hold notes, you are not entitled to any rights with respect to our common stock (including, without limitation, voting rights and
rights to receive any dividends or other distributions on our common stock), but you are subject to all changes affecting the common stock. You
will only be entitled to rights on the common stock if and when we deliver shares of common stock to you upon conversion of your notes. For
example, in the event that an amendment is proposed to our certificate of incorporation or bylaws requiring stockholder approval and the record
date for determining the stockholders of record entitled to vote on the amendment occurs prior to delivery of the common stock, you will not be
entitled to vote on the amendment, although you will nevertheless be subject to any changes in the powers, preferences or special rights of our
common stock.

Volatility in the market price and trading volume of our common stock could adversely impact the trading price of the notes.

              The stock market in recent years has experienced significant price and volume fluctuations that have often been unrelated to the
operating performance of companies. The market price of our common stock could fluctuate significantly for many reasons, including in
response to the risks described in this section, elsewhere in this prospectus or the documents we have incorporated by reference in this
prospectus or for reasons unrelated to our operations, such as reports by industry analysts, investor perceptions or negative announcements by
our partners, competitors or suppliers regarding their own performance, as well as industry conditions and general financial, economic and
political instability. A decrease in the market price of our common stock would likely adversely impact the trading price of the notes. The
market price of our common stock could also be affected by possible sales of our common stock by hedging or arbitrage trading activity that we
expect to develop involving our common stock. This trading activity could, in turn, affect the trading prices of the notes.

Future issuances of common stock and hedging activities may depress the trading price of our common stock and the notes.

              Any issuance of equity securities after this offering, including the issuance of shares upon conversion of the notes, could dilute the
interests of our existing stockholders, including holders who have received shares upon conversion of their notes, and could substantially
decrease the trading price of our common stock and the notes. We may issue equity securities in the future for a number of reasons, such as to
finance our operations and business strategy (including in connection with acquisitions, strategic collaborations or other transactions), to adjust
our ratio of debt to equity, to satisfy our obligations upon the exercise of outstanding warrants or options or for other reasons. In addition, the
price of our common stock could also be affected by possible sales of our common stock by investors who view the notes as a more attractive
means of equity participation in our company and by hedging or arbitrage trading activity that we expect to develop involving our common
stock. The hedging or arbitrage could, in turn, affect the trading price of the notes, or any common stock that holders receive upon conversion of
the notes.
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The capped call transactions may affect the value of the notes and our common stock.

              In connection with the pricing of the notes, we expect to enter into capped call transactions (the "base capped call transactions") with
one or more of the underwriters or their affiliates, or the "hedge counterparties." If the underwriters exercise their option to purchase additional
notes, we may enter into additional capped call transactions with the hedge counterparties (together with the base capped call transaction, the
"capped call transactions"). The capped call transactions are expected generally to reduce potential dilution to our common stock upon
conversion of the notes. In connection with establishing their initial hedges of the capped call transactions, the hedge counterparties (or affiliates
thereof) expect to enter into various derivative transactions with respect to our common stock concurrently with, and/or purchase our common
stock shortly after, the pricing of the notes. These activities could have the effect of increasing, or reducing the size of any decrease in, the price
of our common stock concurrently with, or shortly after, the pricing of the notes.

              In addition, the hedge counterparties (or affiliates thereof) are likely to modify their hedge positions by entering into or unwinding
various derivative transactions with respect to our common stock and/or by purchasing or selling our common stock or other securities of ours in
secondary market transactions following the pricing of the notes and prior to the maturity date of the notes (and are likely to do so during a
specified averaging period under the capped call transactions preceding the maturity date, and on or around any earlier conversion date related to
a conversion of the notes).

              In addition, if the capped call transactions fail to become effective when this offering of notes is completed, or if the offering is not
completed, the hedge counterparties (or affiliates thereof) are likely to unwind their hedge positions with respect to our common stock, which
could adversely affect the value of our common stock and, if the notes have been issued, the value of the notes.

              The effect, if any, of any of these transactions and activities on the market price of our common stock or the notes will depend in part on
market conditions and cannot be ascertained at this time, but any of these activities could adversely affect the value of our common stock, which
could affect the value of the notes and the value of our common stock you will receive upon any conversion of the notes.

The conversion rate of the notes may not be adjusted for all dilutive events that may occur.

              As described under "Description of the Notes�Conversion Rights�Conversion Rate Adjustments," we will adjust the conversion rate of the
notes for certain events, including, among others, the issuance of stock or cash dividends on our common stock; the issuance of certain rights or
warrants; certain subdivisions and combinations of our capital stock; the distribution of capital stock, indebtedness or assets; and certain tender
or exchange offers. We will not adjust the conversion rate for other events, such as an issuance of common stock for cash or in connection with
an acquisition, that may adversely affect the trading price of the notes or our common stock. If we engage in any of these types of transactions,
the value of the common stock into which your notes are convertible may be diluted. An event that adversely affects the value of the notes, but
does not result in an adjustment to the conversion rate, may occur.

You may be subject to tax if we make or fail to make certain adjustments to the conversion rate of the notes even though you do not receive a
corresponding cash distribution.

              The conversion rate of the notes is subject to adjustment in certain circumstances, including the payment of cash dividends. If the
conversion rate is adjusted as a result of a distribution that is taxable to our common stockholders, such as a cash dividend, you may be deemed
to have received a dividend subject to U.S. federal income tax without the receipt of any cash. In addition, a failure to adjust (or to adjust
adequately) the conversion rate after an event that increases your proportionate interest in us could be treated as a deemed taxable dividend to
you. If certain fundamental changes
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occur on or prior to the maturity date of the notes, under some circumstances, we will increase the conversion rate for notes converted in
connection with such fundamental changes to reflect a make-whole premium. Such increase may also be treated as a distribution subject to U.S.
federal income tax as a constructive dividend. See "Material U.S. Federal Income Tax Considerations." If you are a non-U.S. Holder (as defined
in "Material U.S. Federal Income Tax Considerations"), any constructive dividend may be subject to U.S. federal withholding tax at a 30% rate,
or such lower rate as may be specified by an applicable income tax treaty, which may be withheld from subsequent payments on the notes. See
"Material U.S. Federal Income Tax Considerations."

Any adverse rating of the notes may cause their trading price to fall.

              We do not intend to seek a rating on the notes. However, if a rating service were to rate the notes and if such rating service were to
lower its rating on the notes below the rating initially assigned to the notes or otherwise announces its intention to put the notes on credit watch,
the trading price of the notes could decline.

An active trading market for the notes may not develop.

              The notes are a new issue of securities for which there is currently no public market, and no active or liquid trading market might ever
develop. If the notes are traded after their initial issuance, they may trade at a discount from their initial offering price, depending on prevailing
interest rates, the market for similar securities, the price, and volatility in the price, of our shares of common stock, our performance and other
factors. In addition, we do not know whether an active trading market will develop for the notes. To the extent that an active trading market does
not develop, the liquidity and trading prices for the notes may be harmed.

              We have no plans to list the notes on a securities exchange. The liquidity of any market for the notes will depend upon the number of
holders of the notes, our results of operations and financial condition, the market for similar securities, the interest of securities dealers in
making a market in the notes and other factors.

Provisions of the notes could discourage an acquisition of us by a third party.

              Certain provisions of the notes could make it more difficult or more expensive for a third party to acquire us. Upon the occurrence of
certain transactions constituting a fundamental change, holders of the notes will have the right, at their option, to require us to repurchase all of
their notes or any portion of the principal amount of such notes in integral multiples of $1,000. We may also be required to issue additional
shares upon conversion or provide for conversion into the acquirer's capital stock in the event of certain fundamental changes.
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 SELECTED FINANCIAL DATA

              The following table sets forth our historical selected financial information. Effective January 1, 2012, we adopted the Financial
Accounting Standards Board's ("FASB") Accounting Standards Update ("ASU") No. 2011-05, Comprehensive Income (Topic 220):
Presentation of Comprehensive Income, as amended by ASU 2011-12, Comprehensive Income (Topic 220): Deferral of the Effective Date for
Amendments to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive Income in Accounting Standards
Update No. 2011-05. These updates revise the manner in which entities present comprehensive income in their financial statements. The
following selected financial information revises historical information to illustrate the new presentation required by this pronouncement for the
periods presented.

 Consolidated Statement of Comprehensive Income (Loss)

Year Ended December 31,
Nine Months Ended

September 30,

2009 2010 2011 2011 2012
(in thousands)

(unaudited)
Net income (loss) $ (85,302) $ (83,862) $ (115,344) $ (78,337) $ 12,782
Other comprehensive income (loss):
Net unrealized gain (loss) on available-for-sale securities, net of tax (466) (2) (17) 24 100

Comprehensive income (loss) $ (85,768) $ (83,864) $ (115,361) $ (78,313) $ 12,882

 RATIO OF EARNINGS TO FIXED CHARGES

              The following table sets forth our ratio of earnings to fixed charges on a historical basis for the periods indicated. The ratios are
calculated by dividing earnings by the fixed charges.

Year Ended December 31, Nine Months
Ended

September 30,
20122007 2008 2009 2010 2011

Ratio of earnings to fixed charges(1) � � � � � 3.7

(1)
For the purposes of computing ratio of earnings to fixed charges, earnings consist of loss before income taxes plus fixed charges.
Fixed charges consist of interest charges and that portion of rental payments under operating leases we believe to be representative of
interest. Earnings for 2007, 2008, 2009, 2010, and 2011 were insufficient to cover fixed charges by $160.0 million, $93.6 million,
$85.3 million, $83.9 million, and $115.3 million, respectively.
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 USE OF PROCEEDS

              We estimate the net proceeds from this offering will be approximately $244.5 million (or $281.3 million if the underwriters exercise
their option to purchase additional notes in full), after deducting fees and estimated offering expenses payable by us.

              We intend to use the net proceeds from this offering, including from any such sale of additional notes, for milestone payments to GSK
if there is any approval or launch of products under the LABA collaboration, including RELVAR�/BREO�, ANORO�, or VI, potential repayment
of $172.5 million of our 3% convertible subordinated notes due in January 2015, $32.0 million to pay the cost of the base capped call
transactions that we expect to enter into with one or more of the underwriters or their affiliates, whom we refer to as the "hedge counterparties,"
and other general corporate purposes. If the underwriters exercise their option to purchase additional notes, we may use a portion of the net
proceeds from the sale of additional notes to enter into additional capped call transactions with one or more hedge counterparties.

              General corporate purposes may include funding clinical and preclinical development of our product candidates, drug research
activities, manufacture of preclinical, clinical and commercial drug supplies, capital expenditures, working capital and acquisitions of
technology or drug candidates. We have not determined the amounts we plan to spend on any of the areas listed above or the timing of these
expenditures. As a result, our management will have broad discretion to allocate the net proceeds of this offering. Pending the application of the
net proceeds for these purposes, we intend to invest the net proceeds in short-term, interest-bearing, investment-grade securities.
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 PRICE RANGE OF COMMON STOCK

              Our common stock is listed on the Nasdaq Global Market under the symbol "THRX." The following table sets forth, for the periods
indicated, the range of high and low closing sale prices of our common stock as reported on the Nasdaq Global Market.

High Low
Year Ended December 31, 2011
First Quarter $ 25.78 $ 20.98
Second Quarter $ 28.70 $ 21.18
Third Quarter $ 24.87 $ 16.89
Fourth Quarter $ 23.91 $ 19.02
Year Ended December 31, 2012
First Quarter $ 20.50 $ 16.39
Second Quarter $ 23.42 $ 17.61
Third Quarter $ 31.69 $ 23.81
Fourth Quarter $ 26.90 $ 20.12
Year Ended December 31, 2013
First Quarter (through January 17, 2013) $ 23.51 $ 20.97
              The last reported sale price of our common stock on January 17, 2013 was $20.97 per share.

              As of December 31, 2012, there were 181 stockholders of record of our common stock.

 DIVIDEND POLICY

              We currently intend to retain any future earnings to finance our research and development efforts. We have never declared or paid cash
dividends on our common stock or Class A common stock and do not intend to declare or pay cash dividends on our common stock in the
foreseeable future.
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 CAPITALIZATION

              The following table sets forth our capitalization as of September 30, 2012 on an actual basis and on an as adjusted basis to give effect to
the issuance and sale of $250,000,000 aggregate principal amount of notes in this offering. The table below does not give effect to our use of a
portion of the net proceeds of this offering to pay the cost of the capped call transactions, which will result in an adjustment to additional paid-in
capital.

As of September 30, 2012

Actual As Adjusted
(in thousands, except for
share and per share data)

(unaudited)
Long-term debt:
Convertible Subordinated Notes due 2015 $ 172,500 $ 172,500
Convertible Subordinated Notes due 2023 offered hereby � 250,000
Other long-term liabilities(1) 11,065 11,065
Noncontrolling interests
Stockholders' equity:
Preferred stock, $0.01 par value, 230,000 shares authorized, no shares issued and outstanding � �
Common stock, $0.01 par value, 200,000,000 shares authorized, 97,854,375 shares issued and outstanding 979 979
Class A Common Stock, $0.01 par value, 30,000,000 shares authorized, no shares issued and outstanding � �
Additional paid-in capital 1,475,371 1,475,371
Accumulated other comprehensive income 116 116
Accumulated deficit (1,303,178) (1,303,178)

Total stockholders' equity 173,288 173,288

Total capitalization $ 356,853 $ 606,853

(1)
Other long-term obligations include the long-term portion of deferred revenue of approximately $5.8 million as of September 30,
2012.

              The number of shares in the table above excludes:

�
an aggregate of 6,134,165 shares of common stock issuable upon the exercise of options outstanding as of September 30,
2012 under our 2012 Equity Incentive Plan, 2004 Equity Incentive Plan and 2008 New Employee Equity Incentive Plan, at a
weighted-average exercise price of $20.12;

�
an aggregate of 1,398,596 shares of common stock issuable upon vesting of outstanding restricted stock units as of
September 30, 2012;

�
an additional 5,521,882 shares of common stock available for future grants as of September 30, 2012 under our 2012 Equity
Incentive Plan and our Amended and Restated 2004 Employee Stock Purchase Plan;

�
6,667,953 shares of common stock issuable upon the conversion of our outstanding 3% Convertible Subordinated Notes due
2015;

�
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circumstances, to maintain its proportionate ownership in Theravance under our governance agreement with GSK. See
"Description of Capital Stock�Governance Agreement"; and

�
shares of common stock issuable upon conversion of the notes offered hereby.
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 DESCRIPTION OF THE NOTES

              We will issue the notes under the indenture, to be dated as of January 24, 2013, between Theravance, Inc., as issuer, and The Bank of
New York Mellon Trust Company, N.A., as trustee. As used in this description of the notes, the words "our company," "we," "us," "our" or
"Theravance" refer only to Theravance, Inc. and do not include any of our current or future subsidiaries. We have summarized the material
provisions of the notes below. The following description is not complete and is subject to, and qualified by reference to, all of the provisions of
the indenture and the notes, which we urge you to read because they define your rights as a holder. A copy of the indenture, including a form of
the notes, is available as described under "Where You Can Find More Information."

General

              The notes will be general unsecured subordinated obligations of Theravance. The notes are limited to $250,000,000 aggregate principal
amount ($287,500,000 aggregate principal amount if the underwriters exercise their option to purchase additional notes in full). The notes will
mature on January 15, 2023. The notes will be issued in denominations of $1,000 or in integral multiples of $1,000. The notes will be payable at
a corporate trust agency of the paying agent, which initially will be an office or agency of the trustee.

              The notes bear cash interest at the rate of 2.125% per year on the principal amount from the issue date, or from the most recent date to
which interest has been paid or provided for. Interest will be payable semiannually in arrears on January 15 and July 15 of each year, beginning
on July 15, 2013, to holders of record at the close of business on the January 1 or the July 1 immediately preceding such interest payment date.
Each payment of cash interest on the notes will include interest accrued for the period commencing on and including the immediately preceding
interest payment date, provided that the first interest payment on July 15, 2013, will include interest from January 24, 2013 through the day
before the applicable interest payment date (or purchase date, as the case may be). Any payment of principal or interest required to be made on
any day that is not a business day will be made on the next succeeding business day. Interest will be calculated using a 360-day year composed
of twelve 30-day months. A "business day" is any weekday that is not a day on which banking institutions in New York, New York are
authorized or obligated to close.

              Interest will cease to accrue on a note upon its maturity, conversion or purchase by us at the option of a holder. We may not reissue a
note that has matured or been converted or has been purchased by us at your option or otherwise cancelled, except for registration of transfer,
exchange or replacement of such note.

              Notes may be presented for conversion at the office of the conversion agent and for exchange or registration of transfer at the office of
the registrar. The conversion agent and the registrar shall initially be the trustee. No service charge will be made for any registration of transfer
or exchange of notes. However, we may require the holder to pay any tax, assessment or other governmental charge payable as a result of such
transfer or exchange.

              The indenture does not contain any financial covenants or any restrictions on the payment of dividends, the incurrence of senior
indebtedness (as defined below) or other indebtedness or the issuance or repurchase of securities by us. The indenture does not contain any
covenants or other provisions to protect holders of the notes in the event of a highly leveraged transaction or a change of control, except to the
extent described under "�Fundamental Change Permits Holders to Require Us to Purchase Notes" and "�Make-Whole Premium Upon Certain
Fundamental Changes" below.

              No sinking fund is provided for the notes, which means that the indenture does not require us to redeem or retire the notes periodically.

47

Edgar Filing: THERAVANCE INC - Form 424B5

56



Table of Contents

Subordination of Notes

Ranking

              The notes will be our general unsecured obligations and will be:

�
subordinated in right of payment, as provided in the indenture, to the prior payment in full of all of our existing and future
senior indebtedness;

�
equal in right of payment with all of our existing subordinated indebtedness, including our 3% Convertible Subordinated
Notes due 2015, and future subordinated indebtedness;

�
effectively subordinated to all of our existing and future secured indebtedness to the extent of the value of the assets securing
that indebtedness; and

�
effectively subordinated to all existing and future indebtedness and other liabilities of our subsidiaries.

              The payment of the principal of, premium, if any, and any interest amount on the notes is subordinated to the prior payment in full, in
cash or other payment satisfactory to the holders of senior indebtedness, of all existing and future senior indebtedness. If we dissolve, wind-up,
liquidate or reorganize, or if we are the subject of any bankruptcy, insolvency, receivership or similar proceedings, we will pay the holders of
senior indebtedness in full in cash or other payment satisfactory to the holders of senior indebtedness before we pay the holders of the notes. If
the notes are accelerated because of an event of default under the indenture we must pay the holders of senior indebtedness in full all amounts
due and owing thereunder before we pay the note holders. The indenture will require that we must promptly notify holders of senior
indebtedness if payment of the notes is accelerated because of an event of default under the indenture.

              We may not make any payment on the notes or purchase or otherwise acquire the notes if:

�
a default in the payment of any senior indebtedness occurs and is continuing beyond any applicable period of grace; or

�
any other default of designated senior indebtedness occurs and is continuing that permits holders of the designated senior
indebtedness to accelerate its maturity and the trustee receives a payment blockage notice from Theravance or other person
permitted to give such notice under the indenture.

              We are required to resume payments on the notes:

�
in case of a payment default of senior indebtedness, upon the date on which such default is cured or waived or ceases to
exist; and

�
in case of a nonpayment default of designated senior indebtedness, the earlier of the date on which such nonpayment default
is cured or waived or ceases to exist or 179 days after the date on which the payment blockage notice is received.

              No new period of payment blockage may be commenced for a default unless:

�
at least 365 days have elapsed since our receipt of the prior payment blockage notice; and

�
all scheduled payments on the notes that have come due have been paid in full in cash.
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              No nonpayment default that existed or was continuing on the date of delivery of any payment blockage notice shall be the basis for a
subsequent payment blockage notice.

              As a result of these subordination provisions, in the event of our bankruptcy, dissolution or reorganization, holders of senior
indebtedness may receive more, ratably, and holders of the notes may
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receive less, ratably, than our other creditors. These subordination provisions will not prevent the occurrence of any event of default under the
indenture.

              If either the trustee or any holder of notes receives any payment or distribution of our assets in contravention of these subordination
provisions before all senior indebtedness is paid in full, then such payment or distribution will be held by the recipient in trust for the benefit of
holders of senior indebtedness to the extent necessary to make payment in full of all senior indebtedness remaining unpaid.

              The notes are exclusively obligations of Theravance. Our subsidiaries are separate and distinct legal entities. Our existing subsidiaries
and any future subsidiaries will not guarantee the notes or have any obligation to pay any amounts due on the notes or to provide us with funds
for our payment obligations, whether by dividends, distributions, loans or other payments. In addition, any payment of dividends, distributions,
loans or advances by our subsidiaries to us could be subject to statutory or contractual restrictions. Payments to us by our subsidiaries will also
be contingent upon our subsidiaries' earnings and business considerations.

              Our right to receive any assets of our existing subsidiaries and any future subsidiaries upon their liquidation or reorganization, and
therefore, our right to participate in those assets, will be structurally subordinated to the claims of our subsidiaries' creditors, including trade
creditors. In addition, even if we were a creditor of any of our subsidiaries, our rights as a creditor would be subordinate to any security interest
in the assets of our subsidiaries and any indebtedness of our subsidiaries senior to that held by us.

              As of September 30, 2012, we had no outstanding senior indebtedness as defined in the indenture, nor any secured indebtedness, and
our subsidiaries had no outstanding liabilities (including trade payables, but excluding intercompany indebtedness and liabilities of a type not
required to be reflected on a balance sheet in accordance with GAAP).

              As of September 30, 2012, we had $172.5 million of outstanding subordinated indebtedness, consisting of our 3% Convertible
Subordinated Notes due 2015.

              Neither we nor our subsidiaries are limited from incurring senior indebtedness or additional debt under the indenture. If we incur
additional debt, our ability to pay our obligations on the notes could be affected. We expect from time to time to incur additional indebtedness
and other liabilities.

              We are obligated to pay reasonable compensation and expenses to the trustee. We will indemnify the trustee against any losses,
liabilities or expenses incurred by it in connection with its duties. The trustee's claims for such payments will be senior to the claims of the note
holders.

              The following terms will be defined as follows in the indenture:

              "designated senior indebtedness" means our obligations under any particular senior indebtedness in which the instrument creating or
evidencing the same or the assumption or guarantee thereof (or any related agreements or documents to which we are a party) expressly provides
that such indebtedness is "designated senior indebtedness" for purposes of the indenture (provided that such instrument, agreement or other
document may place limitations and conditions on the right of such senior indebtedness to exercise the rights of designated senior indebtedness).

              "indebtedness" means, without duplication:

(1)
all of our indebtedness, obligations and other liabilities (contingent or otherwise) for borrowed money (including
obligations in respect of overdrafts, foreign exchange contracts, currency exchange agreements, interest rate
protection agreements and any loans or advances from banks, whether or not evidenced by notes or similar
instruments) or evidenced by credit or loan agreements, bonds, debentures, notes or
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similar instruments (whether or not the recourse of the lender is to the whole of our assets or to only a
portion thereof), other than any trade accounts payable or other accrued current expense incurred in the
ordinary course of business in connection with the obtaining of materials or services;

(2)
all of our reimbursement obligations and other liabilities (contingent or otherwise) with respect to letters of credit,
bank guarantees or bankers' acceptances;

(3)
all of our obligations and liabilities (contingent or otherwise):

(a)
in respect of leases required, in conformity with generally accepted accounting principles, to be
accounted for as capitalized lease obligations on our balance sheet,

(b)
as lessee under other leases for facilities equipment (and related assets leased together therewith),
whether or not capitalized, entered into or leased for financing purposes (as determined by us), or

(c)
under any lease or related document (including a purchase agreement) in connection with the lease of
real property or improvements (or any personal property included as part of any such lease) that provides
that we are contractually obligated to purchase or cause a third party to purchase the leased property and
thereby guarantee a minimum residual value of the leased property to the lessor and all of our
obligations under such lease or related document to purchase or to cause a third party to purchase such
leased property (whether or not such lease transaction is characterized as an operating lease or a
capitalized lease in accordance with generally accepted accounting principles);

(4)
all of our obligations (contingent or otherwise) with respect to an interest rate, currency or other swap, cap, floor or
collar agreement, hedge agreement, forward contract, or other similar instrument or foreign currency hedge,
exchange, purchase or similar instrument or agreement;

(5)
all of our direct or indirect guarantees, agreements to be jointly liable or similar agreements in respect of, and
obligations or liabilities (contingent or otherwise) to purchase or otherwise acquire or otherwise assure a creditor
against loss in respect of, indebtedness, obligations or liabilities of another person of the kind described in
clauses (1) through (4);

(6)
any indebtedness or other obligations described in clauses (1) through (5) secured by any mortgage, pledge, lien or
other encumbrance existing on property which is owned or held by us, regardless of whether the indebtedness or
other obligation secured thereby shall be assumed by us; and

(7)
any and all deferrals, renewals, extensions and refundings of, or amendments, modifications or supplements to,
any indebtedness, obligation or liability of the kind described in clauses (1) through (6).

              "senior indebtedness" means the principal of, premium, if any, interest (including all interest accruing subsequent to the commencement
of any bankruptcy or similar proceeding, whether or not a claim for postpetition interest is allowable as a claim in any such proceeding) and rent
payable on or in connection with, and all fees, costs, expenses and other amounts accrued or due on or in connection with, indebtedness of
Theravance, whether secured or unsecured, absolute or contingent, due or to become due, outstanding on the date of the indenture or thereafter
created, incurred, assumed, guaranteed or in effect guaranteed by Theravance, including all deferrals, renewals, extensions or
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refundings of, or amendments, modifications or supplements to, the foregoing, unless in the case of any particular indebtedness the instrument
creating or evidencing the same or the assumption or guarantee thereof expressly provides that such indebtedness shall not be senior in right of
payment to the notes or expressly provides that such indebtedness is on the same basis or junior to the notes. Senior indebtedness does not
include:

(1)
indebtedness that expressly provides that such indebtedness shall not be senior in right of payment to the notes or
expressly provides that such indebtedness is on the same basis or junior in right of payment to the notes;

(2)
indebtedness that is expressly subordinated to any senior indebtedness;

(3)
indebtedness subordinated by operation of law;

(4)
our trade payables and accrued expenses (including, without limitation, accrued compensation and accrued
restructuring charges) or deferred purchase price for goods, services or materials purchased or provided in the
ordinary course of business;

(5)
lease obligations other than those described in clause (3) under the definition of "indebtedness" above;

(6)
any indebtedness of Theravance to or among any of its subsidiaries; and

(7)
any obligation for federal, state, local or other taxes.

Optional Redemption

              The notes may not be redeemed by us at our option prior to maturity.

Conversion Rights

              Holders may convert their notes into shares of our common stock prior to the close of business on the second business day immediately
preceding the stated maturity date based on an initial conversion rate of 35.9903 shares per $1,000 principal amount of notes (equivalent to an
initial conversion price of approximately $27.79 per share). The conversion rate will be subject to adjustment as described below. If a holder has
already delivered a fundamental change purchase notice as described under "�Fundamental Change Permits Holders to Require Us to Purchase
Notes" with respect to a note, however, the holder may not surrender that note for conversion until the holder has withdrawn the purchase notice
in accordance with the indenture. A holder may convert fewer than all of such holder's notes so long as the notes converted are an integral
multiple of $1,000 principal amount.

              A holder of a note otherwise entitled to a fractional share will receive cash equal to the applicable portion of the closing price of our
common stock for the trading day immediately preceding the conversion date. As used in this Description of the Notes, all references to our
common stock are to our common stock, par value $0.01 per share. See "Description of Capital Stock" below.

              The ability to surrender notes for conversion will expire at the close of business on the second business day immediately preceding the
stated maturity date.

              To convert interests in a global note, a beneficial owner of a note must deliver to DTC the appropriate instruction form for conversion
pursuant to DTC's then applicable conversion program procedures. To convert a certificated note, a holder must:

�
complete and manually sign a conversion notice, a form of which is on the back of the note, and deliver the conversion
notice to the conversion agent;

�
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�
if required by the conversion agent, furnish appropriate endorsements and transfer documents; and

�
if required, pay all transfer or similar taxes.

              On conversion of a note, a holder will not receive, except as described below, any cash payment representing any accrued interest.
Instead, accrued interest will be deemed paid by the shares of common stock (or any cash in lieu thereof) received by the holder on conversion.
Delivery to the holder of the full number of shares of common stock into which the note is convertible, together with any cash payment of such
holder's fractional shares, will thus be deemed:

�
to satisfy our obligation to pay the principal amount of a note; and

�
to satisfy our obligation to pay accrued and unpaid interest.

We will deliver the shares (and cash in lieu of fractional shares) due upon conversion no later than three business days after the conversion date.
Delivery of shares of common stock will be accomplished by delivery to the conversion agent of certificates for the required number of shares,
other than in the case of holders of notes in book entry form with DTC, which shares shall be delivered in accordance with DTC's customary
practices.

              As a result, accrued interest is deemed paid in full rather than cancelled, extinguished or forfeited. If a holder surrenders a note for
conversion during the period from the close of business on any regular record date next preceding any interest payment date to the opening of
business on such interest payment date, then, despite the conversion, we will, on the interest payment date, pay the semiannual interest payable
on such note to the person who was the record holder of the note at the close of business on the record date. Such notes, upon surrender to us for
conversion, must be accompanied by funds equal to the amount of interest payable on the notes so converted, provided that no such payment
need be made:

�
in connection with any conversion following the regular record date immediately preceding the final interest payment date;

�
if we have specified a fundamental change purchase date that is after a record date and on or prior to the business day
following the corresponding interest payment date; or

�
to the extent of any overdue interest, if any overdue interest exists at the time of conversion with respect to such note.

              The conversion rate will not be adjusted for accrued interest. For a discussion of the U.S. federal income tax treatment of a holder
receiving shares of our common stock, upon surrendering notes for conversion, see "Material U.S. Federal Income Tax Considerations."

Conversion Rate Adjustments

              The conversion rate will be adjusted as described below, except that we will not make any adjustments to the conversion rate if holders
of the notes participate (other than in the case of a share split or share combination), at the same time and upon the same terms as holders of our
common stock and solely as a result of holding the notes, in any of the transactions described below without having to convert their notes as if
they held a number of shares of common stock equal to the
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conversion rate, multiplied by the principal amount (expressed in thousands) of notes held by such holder.

(1)
If we exclusively issue shares of our common stock as a dividend or distribution on shares of our common stock, or if we effect a share
split or share combination, the conversion rate will be adjusted based on the following formula:

CR1 = CR0 ×
OS1

OS0
where,

CR0 = the conversion rate in effect immediately prior to the close of business on the record date (as defined below) of such dividend or
distribution, or immediately prior to the open of business on the effective date of such share split or share combination, as
applicable;

CR1 = the conversion rate in effect immediately after the close of business on such record date or immediately after the open of business
on such effective date, as applicable;

OS0 = the number of shares of our common stock outstanding immediately prior to the close of business on such record date or
immediately prior to the open of business on such effective date, as applicable; and

OS1 = the number of shares of our common stock outstanding immediately after giving effect to such dividend, distribution, share split or
share combination.

              Any adjustment made under this clause (1) shall become effective immediately after the close of business on the record date for such
dividend or distribution, or immediately after the open of business on the effective date for such share split or share combination, as applicable.
If any dividend or distribution of the type described in this clause (1) is declared but not so paid or made, the conversion rate shall be
immediately readjusted, effective as of the date our board of directors or a committee thereof determines not to pay such dividend or distribution,
to the conversion rate that would then be in effect if such dividend or distribution had not been declared.

(2)
If we issue to all or substantially all holders of our common stock any rights or warrants entitling them, for a period of not more than
45 calendar days after the announcement date of such issuance, to subscribe for or purchase shares of our common stock (or securities
convertible into common stock) at a price per share (or having a conversion price per share) that is less than the average of the closing
prices of our common stock for the 10 consecutive trading day period ending on, and including, the trading day immediately preceding
the date of announcement of such issuance, the conversion rate will be increased based on the following formula:

CR1 = CR0 ×
OS0 + X

OS0 + Y
where,

CR0 = the conversion rate in effect immediately prior to the close of business on the record date for such issuance;

CR1 = the conversion rate in effect immediately after the close of business on such record date;

OS0 = the number of shares of our common stock outstanding immediately prior to the close of business on such record date;
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X = the total number of shares of our common stock issuable pursuant to such rights or warrants (or into which such convertible
securities are convertible); and

Y = the number of shares of our common stock equal to the aggregate price payable to exercise such rights or warrants (or the aggregate
conversion price of such convertible securities), divided by the average of the closing prices of our common stock over the 10
consecutive trading day period ending on, and including, the trading day immediately preceding the date of announcement of the
issuance of such rights or warrants.

              Any increase made under this clause (2) will be made successively whenever any such rights or warrants are issued and shall become
effective immediately after the close of business on the record date for such issuance. To the extent that shares of common stock (or securities
convertible into common stock) are not delivered after the expiration of such rights or warrants, the conversion rate shall be decreased to the
conversion rate that would then be in effect had the increase with respect to the issuance of such rights or warrants been made on the basis of
delivery of only the number of shares of common stock (or securities convertible into common stock) actually delivered. If such rights or
warrants are not so issued, the conversion rate shall be decreased to the conversion rate that would then be in effect if such record date for such
issuance had not occurred.

              For the purpose of this clause (2) in determining whether any rights or warrants entitle the holders to subscribe for or purchase shares of
our common stock at a price less than such average of the closing prices for the 10 consecutive trading day period ending on, and including, the
trading day immediately preceding the date of announcement of such issuance, and in determining the aggregate offering price of such shares of
common stock, there shall be taken into account any consideration received by us for such rights or warrants and any amount payable on
exercise or conversion thereof, the value of such consideration, if other than cash, to be determined by our board of directors or a committee
thereof.

(3)
If we distribute shares of our capital stock, evidences of our indebtedness, other assets or property of ours or rights, options or warrants
to acquire our capital stock or other securities, to all or substantially all holders of our common stock, excluding:

�
dividends, distributions or issuances as to which an adjustment was effected pursuant to clause (1) or (2) above;

�
dividends or distributions in connection with a reclassification, consolidation, merger, combination, sale or conveyance
resulting in a change in the conversion price as described under "�Effect of Recapitalization, Reclassification, Consolidation,
Merger or Sale," or pursuant to our stockholder rights plan, as described below;

�
dividends or distributions paid exclusively in cash as to which an adjustment was effected pursuant to clause (4) below; and

�
spin-offs as to which the provisions set forth below in this clause (3) shall apply;

then the conversion rate will be increased based on the following formula:

CR1 = CR0 ×
SP0

SP0-FMV
where,

CR0 = the conversion rate in effect immediately prior to the close of business on the record date for such distribution;

CR1 = the conversion rate in effect immediately after the close of business on such record date;
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SP0 = the average of the closing prices of our common stock over the 10 consecutive trading day period ending on, and including, the
trading day immediately preceding the record date for such distribution; and

FMV = the fair market value (as determined by our board of directors or a committee thereof) of the shares of capital stock, evidences of
indebtedness, assets, property, rights, options or warrants distributed with respect to each outstanding share of our common stock
as of the close of business on the record date for such distribution.

              Any increase made under the portion of this clause (3) above will become effective immediately after the close of business on the
record date for such distribution. If such distribution is not so paid or made, the conversion rate shall be decreased to be the conversion rate that
would then be in effect if such dividend or distribution had not been declared. Notwithstanding the foregoing, if "FMV" (as defined above) is
equal to or greater than "SP0" (as defined above), in lieu of the foregoing increase, adequate provision shall be made so that each holder of a note
shall receive upon conversion, in respect of each $1,000 principal amount thereof, the amount and kind of our capital stock, evidences of our
indebtedness, other assets or property of ours or rights, options or warrants to acquire our capital stock or other securities that such holder would
have received if such holder owned a number of shares of common stock equal to the conversion rate in effect on the record date for the
distribution.

              With respect to an adjustment pursuant to this clause (3) where there has been a payment of a dividend or other distribution on our
common stock of shares of capital stock of any class or series, or similar equity interest, in a subsidiary or other business unit, that are, or, when
issued, will be, listed or admitted for trading on a U.S. national securities exchange, which we refer to as a "spin-off," the conversion rate will be
increased based on the following formula unless we make an equivalent distribution to the holders of the notes:

CR1 = CR0 ×
FMV0 + MP0

MP0
where,

CR0 = the conversion rate in effect immediately prior to the close of business on the record date for the spin-off;

CR1 = the conversion rate in effect immediately after the close of business on the record date for the spin-off;

FMV0 = the average of the closing prices of the capital stock or similar equity interest distributed to holders of our common stock
applicable to one share of our common stock over the first 10 consecutive trading day period after, and including, the
ex-dividend date of the spin-off (the "valuation period"); and

MP0 = the average of the closing prices of our common stock over the valuation period.
              The adjustment to the conversion rate under the preceding paragraph will be calculated on the last trading day of the valuation period
and will be given effect immediately prior to open of business on the tenth trading day after the date on which ex-dividend trading commences;
provided that in respect of any conversion after the close of business on the record date for the spin-off but prior to the open of business on the
trading day next succeeding the last trading day of the valuation period, references in the preceding paragraph with respect to 10 trading days
shall be deemed to be replaced with such lesser number of trading days as have elapsed between the ex-dividend date of such spin-off and the
conversion date in determining the conversion rate. Notwithstanding the foregoing, we may in lieu of the foregoing adjustment elect to make
adequate provision so that each holder of a note shall receive upon conversion the amount of capital stock or similar equity interest that such
holder would have received if such notes had been converted on the record date for the distribution.
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(4)
If any dividend or distribution is made to all holders of our common stock exclusively in cash (excluding any dividend or distribution
in connection with our liquidation, dissolution or winding up), the conversion rate will be adjusted based on the following formula:

CR1 = CR0 ×
SP0

SP0-C
where,

CR0 = the conversion rate in effect immediately prior to the close of business on the record date for such dividend or distribution;

CR1 = the conversion rate in effect immediately after the close of business on the record date for such dividend or distribution;

SP0 = the average of the last reported sale price of our common stock over the 10 consecutive trading day period ending on, and
including, the trading day immediately preceding the ex-dividend date for such dividend or distribution; and

C = the amount in cash per share we distribute to all holders of our common stock.
              Any increase made under this clause (4) shall become effective immediately after the close of business on the record date for such
dividend or distribution. If such dividend or distribution is not so paid, the conversion rate shall be decreased, effective as of the date our board
of directors or a committee thereof determines not to make or pay such dividend or distribution, to be the conversion rate that would then be in
effect if such dividend or distribution had not been declared. Notwithstanding the foregoing, if "C" (as defined above) is equal to or greater than
"SP0" (as defined above), in lieu of the foregoing increase, adequate provision shall be made so that each holder of a note shall receive upon
conversion, for each $1,000 principal amount of notes, the amount of cash that such holder would have received if such holder owned a number
of shares of our common stock equal to the conversion rate on the record date for such cash dividend or distribution.

(5)
If we or any of our subsidiaries make a payment in respect of a tender or exchange offer for our common stock, to the extent that the
cash and value of any other consideration included in the payment per share of common stock exceeds the closing price of our
common stock on the trading day next succeeding the last date on which tenders or exchanges may be made pursuant to such tender or
exchange offer, the conversion rate will be increased based on the following formula:

CR1 = CR0 ×
AC + (SP1 × OS1)

OS0 × SP1
where,

CR0 = the conversion rate in effect immediately prior to the close of business on the date such tender or exchange offer expires;

CR1 = the conversion rate in effect immediately after the close of business on the date such tender or exchange offer expires;

AC = the aggregate value of all cash and any other consideration (as determined by our board of directors or a committee thereof) paid or
payable for shares purchased in such tender or exchange offer;
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OS0 = the number of shares of our common stock outstanding immediately prior to the date such tender or exchange offer expires (prior to
giving effect to the purchase of all shares accepted for purchase or exchange in such tender or exchange offer);

OS1 = the number of shares of our common stock outstanding immediately after the date such tender or exchange offer expires (after
giving effect to the purchase of all shares accepted for purchase or exchange in such tender or exchange offer); and

SP1 = the average of the closing prices of our common stock over the 10 consecutive trading day period commencing on, and including,
the trading day next succeeding the date such tender or exchange offer expires.

              The adjustment to the conversion rate under the preceding paragraph will be calculated at the close of business on the 10th trading day
immediately following, and including, the trading day next succeeding the date such tender or exchange offer expires but will be given effect as
of the close of business on the date such tender or exchange offer expires; provided that in respect of any conversion within the 10 trading days
immediately following, and including, the trading day next succeeding the expiration date of any tender or exchange offer, references with
respect to 10 trading days shall be deemed replaced with such lesser number of trading days as have elapsed between the expiration date of such
tender or exchange offer and the conversion date in determining the conversion rate. If we are obligated to purchase shares of our common stock
pursuant to any such tender offer but we are permanently prevented by applicable law from effecting any or all such purchases or any or all such
purchasers are rescinded, the conversion rate will again be adjusted to be the conversion rate which would have been in effect based upon the
number of shares actually purchased, if any.

              Except as stated herein, we will not adjust the conversion rate for the issuance of shares of our common stock or any securities
convertible into or exchangeable for shares of our common stock or the right to purchase shares of our common stock or such convertible or
exchangeable securities.

              As used in this section, "ex-dividend date" means the first date on which the shares of our common stock trade on the applicable
exchange or in the applicable market, regular way, without the right to receive the issuance, dividend or distribution in question, from us or, if
applicable, from the seller of our common stock on such exchange or market (in the form of due bills or otherwise) as determined by such
exchange or market, and "effective date" means the first date on which the shares of our common stock trade on the applicable exchange or in
the applicable market, regular way, reflecting the relevant share split or share combination, as applicable.

              As used in this section, "record date" means, with respect to any dividend, distribution or other transaction or event in which the holders
of our common stock (or other applicable security) have the right to receive any cash, securities or other property or in which our common stock
(or such other security) is exchanged for or converted into any combination of cash, securities or other property, the date fixed for determination
of holders of our common stock (or such other security) entitled to receive such cash, securities or other property (whether such date is fixed by
our board of directors or a duly authorized committee thereof, statute, contract or otherwise).

              To the extent permitted by law and subject to the applicable rules of the Nasdaq Stock Market, we are permitted to increase the
conversion rate of the notes by any amount for a period of at least 20 days if our board of directors or a committee thereof determines that such
increase would be in our best interest. In that case, we will give at least 15 days notice of such increase. We may also (but are not required to)
increase the conversion rate to avoid or diminish income tax to holders of our common stock or rights to purchase shares of our common stock
in connection with a dividend or distribution of shares (or rights to acquire shares) or similar event.

              A holder may, in some circumstances, including a distribution of cash dividends to holders of our shares of common stock, be deemed
to have received a distribution subject to U.S. federal income
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tax as a result of an adjustment or the nonoccurrence of an adjustment to the conversion rate. For a discussion of the U.S. federal income tax
treatment of an adjustment to the conversion rate, see "Material U.S. Federal Income Tax Considerations."

              In addition, the indenture will provide that upon conversion of the notes, holders will receive the rights related to such common stock
pursuant to our stockholder rights plan, whether or not such rights have separated from the common stock at the time of such conversion to the
extent such rights remain in place at such time. However, in the case of our existing stockholder rights plan and any future rights plan that so
provides, there will not be any adjustment to the conversion privilege or conversion rate as a result of:

�
the issuance of such rights;

�
the distribution of separate certificates representing such rights;

�
the exercise or redemption of such rights in accordance with any rights agreement; or

�
the termination or invalidation of such rights.

              Notwithstanding the foregoing, if a holder of notes exercising its right of conversion after the distribution of rights pursuant to any such
rights plan in effect at the time of such conversion is not entitled to receive the rights that would otherwise be attributable (but for the date of
conversion) to the shares of common stock to be received upon such conversion, if any, the conversion rate will be adjusted on the date the
rights become separate from such stock as if we distributed to all holders of our common stock, shares of our capital stock, evidences of
indebtedness, assets, property rights, options or warrants as described in clause (3) above, subject to readjustment in the event of the expiration,
termination or redemption of such rights.

              Notwithstanding any of the foregoing, the conversion rate will not be adjusted:

�
upon the issuance of any shares of our common stock pursuant to any present or future plan providing for the reinvestment
of dividends or interest payable on our securities and the investment of additional optional amounts in shares of our common
stock under any plan;

�
upon the issuance of any shares of our common stock or options or rights to purchase those shares pursuant to any present or
future employee, director or consultant benefit plan or program of or assumed by us or any of our subsidiaries;

�
upon the issuance of any shares of our common stock pursuant to any option, warrant or right or exercisable, exchangeable
or convertible security not described in the preceding bullet and outstanding as of the date the notes were first issued;

�
solely for a change in the par value of our common stock; or

�
for accrued and unpaid interest, if any.

              Adjustments to the conversion rate will be calculated to the nearest 1/10,000th of a share. We will not be required to make an
adjustment in the conversion rate unless the adjustment would require a change of at least 1% in the conversion rate. However, we will carry
forward any adjustment that is less than 1% of the conversion rate, take such carried-forward adjustments into account in any subsequent
adjustment, and make such carried forward adjustments, regardless of whether the aggregate adjustment is less than 1%, on the conversion date
for any notes or on any fundamental change effective date, unless such adjustment has already been made.
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Effect of Recapitalization, Reclassification, Consolidation, Merger or Sale

              In the case of the following events (each, a "business combination"):

�
any recapitalization, reclassification or change of our common stock, other than changes resulting from a subdivision or
combination;

�
a consolidation, merger or combination involving us;

�
a sale, conveyance or lease to another corporation of all or substantially all of our property and assets, other than to one or
more of our subsidiaries; or

�
a statutory share exchange,

in each case as a result of which holders of our common stock are entitled to receive stock, other securities, other property or assets (including
cash or any combination thereof) with respect to or in exchange for our common stock, the holders of the notes then outstanding will be entitled
thereafter to convert those notes into the kind and amount of shares of stock, other securities or other property or assets (including cash or any
combination thereof) which they would have owned or been entitled to receive upon such business combination had such notes been converted
into our common stock immediately prior to such business combination, except that such holders will not receive a make-whole premium if such
holder does not convert its notes "in connection with" the relevant fundamental change. In the event holders of our common stock have the
opportunity to elect the form of consideration to be received in such business combination, the notes will be convertible into the weighted
average of the kind and amount of consideration received by the holders of our common stock that affirmatively make such an election. We may
not become a party to any such transaction unless its terms are consistent with the preceding. None of the foregoing provisions shall affect the
right of a holder of notes to convert its notes into shares of our common stock prior to the effective date of the business combination.

Fundamental Change Permits Holders to Require Us to Purchase Notes

              If a fundamental change, as defined below, occurs, each holder of notes will have the right to require us to repurchase all or any portion
of that holder's notes that is equal to $1,000 or an integral multiple of $1,000, on the date fixed by us, which we refer to as the fundamental
change purchase date, that is not less than 30 nor more than 45 days after the date we give notice of the fundamental change, at a fundamental
change purchase price equal to 100% of the principal amount of the notes to be repurchased, together with interest accrued and unpaid to, but
excluding, the fundamental change purchase date. If such purchase date is after a record date but on or prior to an interest payment date,
however, then the interest payable on such date will be paid to the holder of record of the notes on the relevant record date.

              At least 20 days prior to the anticipated effective date of a fundamental change, if practicable, but in any case as promptly as
practicable, we are required to give notice to all holders of notes, as provided in the indenture, of the occurrence of the fundamental change and
of their resulting repurchase right. We must also deliver a copy of our notice to the trustee.

              In order to exercise the repurchase right upon a fundamental change, a holder must deliver prior to the purchase date a fundamental
change purchase notice stating among other things:

�
if certificated notes have been issued, the certificate numbers of the notes to be delivered for purchase;

�
the portion of the principal amount of notes to be purchased, in integral multiples of $1,000; and
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�
that the notes are to be purchased by us pursuant to the applicable provisions of the notes and the indenture.

              If the notes are not in certificated form, a holder's fundamental change purchase notice must comply with appropriate DTC procedures.

              A holder may withdraw any fundamental change purchase notice by a written notice of withdrawal delivered to the paying agent prior
to the close of business on the business day prior to the fundamental change purchase date. The notice of withdrawal must state:

�
the principal amount of the withdrawn notes;

�
if certificated notes have been issued, the certificate numbers of the withdrawn notes; and

�
the principal amount, if any, of the notes which remains subject to the fundamental change purchase notice.

              In connection with any purchase offer in the event of a fundamental change, we will, if required:

�
comply with the provisions of Rule 13e-4, Rule 14e-1, and any other tender offer rules under the Securities Exchange Act of
1934, or the Exchange Act, which may then be applicable; and

�
file a Schedule TO or any other required schedule under the Exchange Act.

              Payment of the fundamental change purchase price for a note for which a fundamental change purchase notice has been delivered and
not validly withdrawn is conditioned upon delivery of the note, together with necessary endorsements, to the paying agent at any time after
delivery of such fundamental change purchase notice. Payment of the fundamental change purchase price for the note will be made promptly
following the later of the fundamental change purchase date or the time of delivery of the note.

              If the paying agent holds money or securities sufficient to pay the fundamental change purchase price of the note in accordance with the
terms of the indenture, then, on the business day following the fundamental change purchase date, the note will cease to be outstanding and
interest on such note will cease to accrue, whether or not the note is delivered to the paying agent. Thereafter, all other rights of the holder will
terminate, other than the right to receive the fundamental change purchase price upon delivery of the note.

              A "fundamental change" will be deemed to have occurred upon a change of control or a termination of trading, each as defined below,
after the original issuance of the notes.

              A "change of control" will be deemed to have occurred at such time after the original issuance of the notes when the following has
occurred:

(1)
the acquisition by any person of beneficial ownership, directly or indirectly, through a purchase, merger or other
acquisition transaction or series of transactions of shares of our capital stock entitling that person to exercise 50%
or more of the total voting power of all shares of our capital stock entitled to vote generally in elections of
directors, other than any acquisition by us, any of our subsidiaries or any of our employee benefit plans; or

(2)
our consolidation or merger with or into any other person, any merger of another person into us, any
reclassification or recapitalization, or any conveyance, transfer, sale, lease or other disposition of all or
substantially all of our properties and assets to
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another person, other than to one or more of our wholly owned subsidiaries, provided that this clause (2)
shall not apply to:

a.
any transaction (x) that does not result in any reclassification, conversion, exchange or cancellation of
outstanding shares of our capital stock and (y) pursuant to which holders of our capital stock
immediately prior to the transaction have the entitlement to exercise, directly or indirectly, 50% or more
of the total voting power of all shares of our capital stock entitled to vote generally in the election of
directors of the continuing or surviving person immediately after the transaction, or

b.
any merger solely for the purpose of changing our jurisdiction of incorporation and resulting in a
reclassification, conversion or exchange of outstanding shares of common stock solely into shares of
common stock of the surviving entity; or

(3)
during any consecutive two-year period, individuals who at the beginning of that two-year period constituted our
board of directors, together with any new directors whose election to our board of directors, or whose nomination
for election by our stockholders, was approved by a vote of a majority of the directors then still in office who were
either directors at the beginning of such period or whose election or nomination for election was previously so
approved, cease for any reason to constitute a majority of our board of directors then in office; or

(4)
our stockholders pass a resolution approving a plan of liquidation or dissolution.

              Notwithstanding the foregoing, it will not constitute a change of control if at least 90% of the consideration for the common stock
(excluding cash payments for fractional shares and cash payments made in respect of dissenters' appraisal rights) in the transaction or
transactions constituting the change of control consists of common stock or American Depositary Shares representing shares of common stock
traded or quoted on The New York Stock Exchange, The NASDAQ Global Select Market or The NASDAQ Global Market (or any of their
respective successors), or which will be so traded or quoted when issued or exchanged in connection with the change of control, and as a result
of such transaction or transactions the notes become convertible solely into such consideration; provided that, with respect to an entity organized
under the laws of a jurisdiction outside the United States, such entity has a worldwide total market capitalization (calculated in U.S. dollars) of
its equity securities of at least two times the market capitalization of us before giving effect to the consolidation or merger.

              Clause (2) above in the definition of change of control includes a phrase relating to the conveyance, transfer, sale, lease or other
disposition of "all or substantially all" of our consolidated assets. There is no precise, established definition of the phrase "substantially all"
under applicable law. Accordingly, the ability of a holder of the notes to require us to purchase its notes as a result of the conveyance, transfer,
sale, lease or other disposition of less than all of our assets may be uncertain.

              Furthermore, holders may not be entitled to require us to repurchase all or a portion of their notes upon a fundamental change in certain
circumstances involving a significant change in the composition of Theravance's board, including in connection with a proxy contest where
Theravance's board does not endorse a dissident slate of directors but approves them for purposes of clause (3) above in the definition of change
of control.

              A "termination of trading" means the termination (but not the temporary suspension) of trading of our common stock, which will be
deemed to have occurred if our common stock or other common stock into which the notes are convertible is not listed or quoted for trading on
The New York Stock Exchange, The NASDAQ Global Select Market or The NASDAQ Global Market (or any of their respective successors),
and no American Depositary Shares or similar instruments for such common stock are so listed or approved for listing in the United States.
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              For purposes of the foregoing, beneficial ownership shall be determined in accordance with Rule 13d-3 promulgated by the SEC under
the Exchange Act. The term "person" includes any group within the meaning of Section 13(d) of the Exchange Act.

              Rule 13e-4 under the Exchange Act requires the dissemination of certain information to security holders if an issuer tender offer occurs
and may apply if the repurchase option becomes available to holders of the notes. We will comply with this rule to the extent applicable at that
time.

              We may, to the extent permitted by applicable law, at any time purchase the notes in the open market or by tender at any price or by
private agreement. Any note so purchased by us may, to the extent permitted by applicable law, be reissued or resold or may be surrendered to
the trustee for cancellation. Any notes surrendered to the trustee may not be reissued or resold and will be canceled promptly.

              No notes may be purchased by us at the option of holders upon the occurrence of a fundamental change if there has occurred and is
continuing an event of default with respect to the notes, other than a default in the payment of the fundamental change purchase price with
respect to the notes.

              The preceding provisions would not necessarily protect holders of the notes if highly leveraged or other transactions involving us occur
that may adversely affect holders.

              Our ability to repurchase notes upon the occurrence of a fundamental change is subject to important limitations. The occurrence of a
fundamental change could cause an event of default under, or be prohibited or limited by, the terms of future debt. Further, we may not have the
financial resources, or be able to arrange financing, to pay the repurchase price for all the notes that might be delivered by holders of notes
seeking to exercise the repurchase right. Any failure by us to repurchase the notes when required following a fundamental change would result
in an event of default under the indenture. Any such default may, in turn, cause a default under future debt.

Make-Whole Premium Upon Certain Fundamental Changes

              If you convert your notes in connection with a change of control event defined in clauses (1) or (2) of such definition, we will pay, to
the extent described below, a make-whole premium by issuing additional shares of common stock upon conversion of the notes if and as
required below. A conversion of the notes by a holder will be deemed for these purposes to be "in connection with" a fundamental change if the
conversion notice is received by the conversion agent on or subsequent to the date ten trading days prior to the date announced by us as the
anticipated effective date of the fundamental change but before the close of business on the business day immediately preceding the related
fundamental change purchase date or ten trading days after the actual effective date of the fundamental change, if later. Any make-whole
premium will be in addition to, and not in substitution for, any securities, cash or other assets otherwise due to holders of notes upon conversion.
Any make-whole premium will be determined by reference to the table below and is based on the date on which the fundamental change
becomes effective, which we refer to as the "effective date," and the price, which we refer to as the "stock price," paid, or deemed to be paid, per
share of our common stock in the transaction constituting the fundamental change, subject to adjustment as described below. If holders of our
common stock receive only cash in the fundamental change, the stock price shall be the cash amount paid per share of our common stock. In all
other cases, the stock price shall be the average of the closing prices of our common stock for each of the ten trading days immediately prior to
but not including the effective date. The following table shows what the make-whole premium would be for each hypothetical stock price and
effective date set forth below, expressed as additional shares of common stock per $1,000 principal amount of notes.
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Make-Whole Premium Upon Certain Fundamental Changes (Increase in Applicable Conversion Rate)

Stock Price
on Effective

Date 1/24/2013 1/15/2014 1/15/2015 1/15/2016 1/15/2017 1/15/2018 1/15/2019 1/15/2020 1/15/2021 1/15/2022 1/15/2023
$        20.97 11.6968 11.6968 11.6968 11.6968 11.6968 11.6968 11.6968 11.6968 11.6968 11.6968 11.6968

25.00 8.8219 8.8219 8.8219 8.8219 8.8219 8.8083 8.5430 8.0750 7.3247 6.1387 4.0097
27.79 7.4315 7.4315 7.4153 7.3596 7.2441 7.0382 6.6835 6.1250 5.2767 3.9487 0.0000
30.00 6.5609 6.5336 6.4752 6.3805 6.2230 5.9726 5.5802 4.9908 4.1248 2.8015 0.0000
35.00 5.0949 5.0246 4.9199 4.7755 4.5710 4.2798 3.8639 3.2831 2.4816 1.3606 0.0000
40.00 4.0844 3.9961 3.8736 3.7129 3.4973 3.2073 2.8124 2.2891 1.6075 0.7515 0.0000
50.00 2.8090 2.7152 2.5938 2.4402 2.2461 1.9970 1.6810 1.2930 0.8361 0.3618 0.0000
60.00 2.0533 1.9686 1.8622 1.7312 1.5712 1.3711 1.1288 0.8480 0.5448 0.2560 0.0000
80.00 1.2201 1.1585 1.0832 0.9932 0.8912 0.7706 0.6334 0.4806 0.3223 0.1646 0.0000

100.00 0.7960 0.7555 0.7036 0.6452 0.5767 0.4977 0.4104 0.3158 0.2170 0.1134 0.0000
              The hypothetical stock prices and additional shares set forth above are based on certain assumptions and are for illustrative purposes
only. The final applicable stock prices and additional shares will be set forth in the final prospectus and may differ from those set forth above.

              The actual stock price and effective date may not be set forth on the table, in which case:

�
if the actual stock price on the effective date is between two stock prices on the table or the actual effective date is between
two effective dates on the table, the make-whole premium will be determined by a straight-line interpolation between the
make-whole premiums set forth for the two stock prices and the two effective dates on the table based on a 365-day year, as
applicable;

�
if the stock price on the effective date exceeds $100.00 per share, subject to adjustment as described below, no make-whole
premium will be paid; and

�
if the stock price on the effective date is less than $20.97 per share, subject to adjustment as described below, no
make-whole premium will be paid.

              The stock prices set forth in the first column of the table above will be adjusted as of any date on which the conversion rate of the notes
is adjusted. The adjusted stock prices will equal the stock prices applicable immediately prior to such adjustment multiplied by a fraction, the
numerator of which is the conversion rate immediately prior to the adjustment giving rise to the stock price adjustment and the denominator of
which is the conversion rate as so adjusted. The number of additional shares set forth in the table above will be adjusted in the same manner as
the conversion rate as set forth above under "�Conversion Rights," other than by operation of an adjustment to the conversion rate by adding the
make-whole premium as described above.

              Notwithstanding the foregoing, in no event will the conversion rate exceed 47.6871 shares of common stock per $1,000 principal
amount of notes, subject to adjustments in the same manner as the conversion rate as set forth under "Description of the Notes�Conversion
Rights�Conversion Rate Adjustments."

              The additional shares delivered to satisfy our obligations to holders that convert their notes in connection with a fundamental change
will be delivered upon the later of the settlement date for the conversion and promptly following the effective date of the fundamental change
transaction.

              Our obligation to deliver additional shares as described above could be considered a penalty, in which case the enforceability thereof
would be subject to general principles of reasonableness and equitable remedies.
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Reporting Obligations

              We will deliver to the trustee all reports and other information and documents which we are required to file with the SEC pursuant to
Section 13 or 15(d) of the Exchange Act, including our Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q within 15 days
after we file such reports with the SEC. In the event we are at any time no longer subject to the reporting requirements of Section 13 or 15(d) of
the Exchange Act, we shall continue to provide the trustee with reports containing substantially the same information as would have been
required to be filed with the SEC had we continued to have been subject to such reporting requirements. In such event, such reports will be
provided at the times we would have been required to provide reports had we continued to have been subject to such reporting requirements. We
will comply with the other provisions of Section 314(a) of the Trust Indenture Act. Furthermore, within 90 days after the end of each fiscal year,
we will deliver to the trustee an officer's certificate stating whether the signatory knows of any default or event of default under the indenture,
and describe any default or event of default and the efforts to remedy the same.

Events of Default and Acceleration

              The following are events of default under the indenture:

�
default in the payment of any principal amount or fundamental change purchase price due with respect to the notes, when the
same becomes due and payable, whether or not such payment is prohibited by the subordination provisions of the indenture;

�
default in payment of any interest under the notes, which default continues for 30 days, whether or not such payment is
prohibited by the subordination provisions of the indenture;

�
default in the delivery when due of shares of common stock, including any make-whole premium, and any cash payable
upon conversion with respect to the notes, which default continues for ten days;

�
our failure to comply with any of our other agreements in the notes or the indenture upon our receipt of notice of such
default from the trustee or from holders of not less than 25% in aggregate principal amount of the notes, and the failure to
cure (or obtain a waiver of) such default within 75 days after receipt of such notice;

�
default in the payment of principal by the end of any applicable grace period or resulting in acceleration of other
indebtedness of Theravance for borrowed money where the aggregate principal amount with respect to which the default or
acceleration has occurred exceeds $15 million, provided that if any such default is cured, waived, rescinded or annulled, then
the event of default by reason thereof would be deemed not to have occurred; and

�
certain events of bankruptcy, insolvency or reorganization affecting us or our significant subsidiaries.

              If an event of default shall have happened and be continuing, either the trustee or the holders of not less than 25% in aggregate principal
amount of the notes then outstanding may declare the principal of the notes and any accrued and unpaid interest through the date of such
declaration immediately due and payable; provided, however, that so long as any designated senior indebtedness will be outstanding, such
acceleration of the notes will not be effective until the earlier of (1) an acceleration of such designated senior indebtedness; or (2) five business
days after receipt by the trustee of written notice, or receipt by Theravance of written notice from the trustee, of such acceleration of the notes. In
the case of certain events of bankruptcy or insolvency with respect to us, the principal amount of the notes together with any accrued interest
through the occurrence of such event shall automatically become and be immediately due and payable.
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              Notwithstanding the foregoing, the indenture will provide that, to the extent elected by us, the sole remedy for an event of default
relating to the failure to comply with the reporting obligations in the indenture with respect to SEC filings that are described above under the
caption above "Reporting Obligations," and for any failure to comply with the requirements of Section 314(a)(1) of the Trust Indenture Act, will,
for the first 180 days after the occurrence of such an event of default, consist exclusively of the right to receive special interest on the notes at a
rate equal to 0.25% per annum of the principal amount of the notes outstanding for each day during the first 90 days after the occurrence of such
an event of default, and 0.50% per annum of the principal amount of the notes outstanding from the 91st day until the 180th day following the
occurrence of such an event of default. This special interest will be paid semi-annually in arrears, with the first semi-annual payment due on the
first interest payment date following the date on which the special interest began to accrue on any notes. The special interest will accrue on all
outstanding notes from and including the date on which an event of default relating to a failure to comply with the reporting obligations in the
indenture first occurs to but not including the 180th day (or earlier, if the event of default relating to the reporting obligations is cured or waived
prior to such 180th day), whereupon such special interest will cease to accrue and, if the event of default relating to reporting obligations has not
been cured or waived prior to such 180th day, the notes will be subject to acceleration as provided above. The provisions of the indenture
described in this paragraph will not affect the rights of holders in the event of the occurrence of any other event of default. In the event we do not
elect to pay special interest upon an event of default in accordance with this paragraph, the notes will be subject to acceleration as provided
above.

Consolidation, Mergers or Sales of Assets

              The indenture provides that we may not consolidate with or merge into any person or convey, transfer or lease our properties and assets
substantially as an entirety to another person, other than to one or more of our wholly owned subsidiaries, unless:

�
the resulting, surviving or transferee corporation, limited liability company, partnership, trust or other business entity is
organized and existing under the laws of the United States, any state thereof or the District of Columbia, and such
corporation or other entity (if other than us) assumes all our obligations under the notes and the indenture;

�
after giving effect to the transaction, no event of default, and no event that, after notice or passage of time, would become an
event of default, has occurred and is continuing; and

�
other conditions described in the indenture are met.

              Upon the assumption of our obligations by such entity in such circumstances, except for a lease of our properties substantially as an
entirety and, subject to certain other exceptions, we shall be discharged from all obligations under the notes and the indenture. Although such
transactions are permitted under the indenture, certain of the foregoing transactions occurring could constitute a fundamental change of our
company, permitting each holder to require us to purchase the notes of such holder as described above. An assumption of our obligations under
the notes and the indenture by such corporation or other entity might, depending on the facts and circumstances, be deemed for U.S. federal
income tax purposes to be an exchange of the notes for new notes by the holders thereof, resulting in recognition of gain or loss for such
purposes and possibly other adverse tax consequences to the holders. Holders should consult their own tax advisors regarding the tax
consequences of such an assumption.

65

Edgar Filing: THERAVANCE INC - Form 424B5

76



Table of Contents

Modification

              The trustee and we may amend or supplement the indenture or the notes with the consent of the holders of not less than a majority in
aggregate principal amount of the notes then outstanding. However, the consent of the holder of each outstanding note affected is required to:

�
alter the manner of calculation or rate of accrual of interest on the note or change the time of payment;

�
make the note payable in money or securities other than that stated in the note;

�
change the stated maturity of the note;

�
reduce the principal amount or fundamental change purchase price with respect to the note;

�
make any change that adversely affects the right to require us to purchase the note;

�
impair the right to institute suit for the enforcement of any payment with respect to the note or with respect to conversion of
the note;

�
change the currency of payment of principal of, or interest on, the note;

�
except as otherwise permitted or contemplated by provisions of the indenture concerning specified reclassification or
corporation reorganizations, adversely affect the conversion rights (including any make-whole premium payable) of the
note; or

�
change the provisions in the indenture that relate to modifying or amending the indenture.

              Without the consent of any holder of notes, the trustee and we may amend or supplement the indenture to:

�
evidence a successor to us and the assumption by that successor of our obligations under the indenture and the notes;

�
add to our covenants for the benefit of the holders of the notes or surrender any right or power conferred upon us;

�
secure our obligations in respect of the notes;

�
evidence and provide the acceptance of the appointment of a successor trustee under the indenture;

�
comply with the requirements of the SEC in order to maintain qualification of the indenture under the Trust Indenture Act,
as contemplated by the indenture or otherwise;

�
conform the provisions of the indenture to the "Description of the Notes" section in this prospectus;
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�
cure any ambiguity, omission, defect or inconsistency in the indenture; or

�
make any change that does not adversely affect the rights of the holders of the notes in any material respect.

              The holders of a majority in aggregate principal amount of the outstanding notes may, on behalf of all the holders of all notes:

�
waive compliance by us with restrictive provisions of the indenture, as detailed in the indenture; or

�
waive any past default under the indenture and its consequences, except a default in the payment of any amount due, or in
the obligation to deliver common stock upon conversion, with respect to any note or in respect of any provision which under
the indenture cannot be modified or amended without the consent of the holder of each outstanding note affected.
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Discharge of the Indenture

              We may satisfy and discharge our obligations under the indenture by delivering to the trustee for cancellation all outstanding notes or
by depositing with the trustee, the paying agent or the conversion agent, if applicable, after the notes have become due and payable, whether at
stated maturity, on a fundamental change purchase date or upon conversion or otherwise, cash sufficient to pay all of the outstanding notes and
paying all other sums payable under the indenture.

Calculations in Respect of Notes

              We are responsible for making all calculations called for under the notes. These calculations include, but are not limited to,
determination of the current market prices of our common stock. We will make all these calculations in good faith and, absent manifest error,
our calculations are final and binding on holders of notes. We will provide a schedule of our calculations to the trustee, and the trustee is entitled
to conclusively rely upon the accuracy of our calculations without independent verification.

Governing Law

              The indenture and the notes are governed by, and construed in accordance with, the law of the State of New York.

Information Concerning the Trustee

              The Bank of New York Mellon Trust Company, N.A., a national banking association duly organized and existing under the laws of the
United States of America will be the trustee, registrar, paying agent and conversion agent under the indenture.

Global Notes; Book Entry Form

              The notes will be evidenced by one or more global notes. We will deposit the global note or notes with DTC or its custodian and
register the global notes in the name of Cede & Co. as DTC's nominee. Except as set forth below, a global note may be transferred, in whole or
in part, only to another nominee of DTC or to a successor of DTC or its nominee.

              Beneficial interests in a global note may be held directly through DTC if such holder is a participant in DTC, or indirectly through
organizations that are participants in DTC, whom we refer to as participants. Transfers between participants will be effected in the ordinary way
in accordance with DTC rules and will be settled in clearing house funds. The laws of some states require that some persons take physical
delivery of securities in definitive form. As a result, the ability to transfer beneficial interests in the global note to such persons may be limited.

              Holders who are not participants may beneficially own interests in a global note held by DTC only through participants, or certain
banks, brokers, dealers, trust companies and other parties that clear through or maintain a custodial relationship with a participant, either directly
or indirectly, who we refer to as indirect participants. So long as Cede & Co., as the nominee of DTC, is the registered owner of a global note,
Cede & Co. for all purposes will be considered the sole holder of such global note. Except as provided below, owners of beneficial interests in a
global note will:

�
not be entitled to have certificates registered in their names;

�
not receive physical delivery of certificates in definitive registered form; and

�
not be considered holders of the global note.

              We will make payments on a global note to Cede & Co., as the registered owner of the global note, by wire transfer of immediately
available funds on each interest payment date or fundamental
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change purchase date, as the case may be, and the maturity date. Neither we, the trustee, registrar, paying agent nor conversion agent will be
responsible or liable:

�
for the records relating to, or payments made on account of, beneficial ownership interests in a global note; or

�
for maintaining, supervising or reviewing any records relating to the beneficial ownership interests.

              We have been informed that DTC's practice is to credit participants' accounts upon receipt of funds on that payment date with payments
in amounts proportionate to their respective beneficial interests in the principal amount represented by a global note as shown in the records of
DTC. Payments by participants to owners of beneficial interests in the principal amount represented by a global note held through participants
will be the responsibility of the participants, as is now the case with securities held for the accounts of customers registered in "street name."

              Because DTC can only act on behalf of participants, who in turn act on behalf of indirect participants, the ability of a person having a
beneficial interest in the principal amount represented by the global note to pledge such interest to persons or entities that do not participate in
the DTC system, or otherwise take actions in respect of such interest, may be affected by the lack of a physical certificate evidencing its interest.

              Neither we, the trustee, registrar, paying agent nor conversion agent will have any responsibility for the performance by DTC or its
participants or indirect participants of their respective obligations under the rules and procedures governing their operations. DTC has advised us
that it will take any action permitted to be taken by a holder of notes, including the presentation of notes for exchange, only at the direction of
one or more participants to whose account with DTC interests in the global note are credited, and only in respect of the principal amount of the
notes represented by the global note as to which the participant or participants has or have given such direction.

              DTC has advised us that it is:

�
a limited purpose trust company organized under the laws of the State of New York, and a member of the Federal Reserve
System;

�
a "clearing corporation" within the meaning of the Uniform Commercial Code; and

�
a "clearing agency" registered pursuant to the provisions of Section 17A of the Exchange Act.

              DTC was created to hold securities for its participants and to facilitate the clearance and settlement of securities transactions between
participants through electronic book-entry changes to the accounts of its participants. Participants include securities brokers, dealers, banks, trust
companies and clearing corporations and other organizations. Some of the participants or their representatives, together with other entities, own
DTC. Indirect access to the DTC system is available to others such as banks, brokers, dealers and trust companies that clear through or maintain
a custodial relationship with a participant, either directly or indirectly.

              DTC has agreed to the foregoing procedures to facilitate transfers of interests in a global note among participants. However, DTC is
under no obligation to perform or continue to perform these procedures, and may discontinue these procedures at any time. If DTC is at any time
unwilling or unable to continue as depositary and a successor depositary is not appointed by us within 90 days or DTC ceases to be registered as
a clearing agency under the Exchange Act and a successor depositary is not appointed within 90 days, or if we provide DTC with written notice
that we have decided to discontinue use of the system of book-entry transfer through DTC or its successor, we will issue notes in fully registered
certificated form in exchange for global notes. In addition, the owner of a beneficial interest in a global note will be entitled to receive a note in
fully registered certificated form in exchange for such interest if an event of default has occurred and is continuing.
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 DESCRIPTION OF CAPPED CALL TRANSACTIONS

              In connection with the pricing of the notes, we expect to enter into one or more capped call transactions (the "base capped call
transactions") with one or more of the underwriters or their affiliates (the "hedge counterparties"). The base capped call transaction will cover,
subject to customary anti-dilution adjustments, the aggregate number of shares of our common stock underlying the notes (assuming no exercise
of the underwriters' option to purchase additional notes).

              We intend to use $32.0 million of the net proceeds from this offering to pay the cost of the base capped call transactions. If the
underwriters exercise their option to purchase additional notes, we may use a portion of the proceeds from the sale of the additional notes to
enter into additional capped call transactions with the hedge counterparties (together with the base capped call transactions, the "capped call
transactions").

              The capped call transactions are expected generally to reduce the potential dilution upon conversion of the notes as described below in
the event that the market price of our common stock, as measured under the terms of the capped call transactions, is greater than the strike price
of the capped call transactions, which initially corresponds to the conversion price of the notes, and is subject to customary anti-dilution
adjustments.

              However, upon conversion of a note, the number of shares that we will be required to deliver will exceed the number of shares we are
entitled to receive under the capped call transactions by at least a number of shares with a value (determined in accordance with the capped call
transactions) of $1,000. Therefore, any conversion of notes will cause dilution to our common stock, even after taking into account any shares
we receive under the capped call transactions. In addition, if the market price of our common stock, as measured under the terms of the capped
call transactions, exceeds the cap price of the capped call transactions, the number of shares of common stock we receive under the capped call
transactions would be less than the number of shares we are required to deliver to converting holders minus a number of shares with a value
(determined in accordance with the capped call transactions) of $1,000, which would increase the net dilution to our common stock.

              The capped call transactions will be automatically exercised at maturity of the notes, subject to certain conditions. We will not be
required to make any cash payments to the hedge counterparties or any of their affiliates upon the exercise of such options, but will be entitled to
receive from the hedge counterparty a number of shares of our common stock based on the amount by which the market price of our common
stock, as measured under the terms of the capped call transactions, is greater than the strike price of the capped call transactions during a
specified averaging period under the capped call transactions. However, if the market price of our common stock, as measured under the terms
of the capped call transactions, exceeds the cap price of the capped call transactions during such averaging period under the capped call
transactions, the number of shares of common stock we expect to receive upon exercise of the capped call transactions will be capped based on
the amount by which the cap price exceeds the strike price of the capped call transactions.

              For any conversions of notes prior to the close of business on the 95th scheduled trading day immediately preceding the maturity date,
including without limitation upon an acquisition of us or similar business combination, a corresponding portion of the capped call transactions
will be terminated. Upon such termination, the portion of the capped call transactions being terminated will be settled at fair value (subject to
certain limitations), which we expect to receive from the hedge counterparties, and no payments will be due to the hedge counterparties.

              The capped call transactions are separate transactions entered into by us with the hedge counterparties, are not part of the terms of the
notes and will not change the holders' rights under the notes. As a holder of the notes, you will not have any rights with respect to the capped call
transactions.

              For a discussion of the impact of any market or other activity by the hedge counterparties or their affiliates in connection with the
capped call transactions, see "Risk Factors�Risks Related to the Notes�The capped call transactions may affect the value of the notes and our
common stock."
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 DESCRIPTION OF CAPITAL STOCK

General

              The following is a summary of the rights of our common stock and preferred stock and related provisions of our certificate of
incorporation, bylaws and governance agreement with GSK.

              Our authorized capital stock consists of 230,230,000 shares, with a par value of $0.01 per share, of which:

�
200,000,000 shares are designated as common stock;

�
30,000,000 shares are designated as Class A common stock; and

�
230,000 shares are designated as preferred stock.

              At September 30, 2012, we had outstanding 97,854,375 shares of common stock, no shares of Class A common stock and no shares of
preferred stock. In addition, as of September 30, 2012, an aggregate of 7,532,761 shares of our common stock were subject to outstanding
options and restricted stock unit awards and an additional 5,521,882 shares of our common stock were available for future grants under our 2012
Equity Incentive Plan and Amended and Restated 2004 Employee Stock Purchase Plan.

Common Stock

              Our common stock was subject to a call and put arrangement with GSK that expired on September 12, 2007. Following this expiration,
we may no longer issue shares of our Class A Common Stock.

Voting Rights

              Unless otherwise provided for in our certificate of incorporation or required by applicable law, on all matters submitted to our
stockholders for vote, our common stockholders will be entitled to one vote per share, voting together as a single class.

Dividends

              Subject to preferences that may apply to any shares of preferred stock outstanding at the time, the holders of common stock shall be
entitled to share equally in any dividends that our board of directors may determine to pay from time to time. In the event a dividend is paid in
the form of shares of common stock or rights to acquire shares of common stock, the holders of common stock shall receive common stock, or
rights to acquire common stock, as the case may be.

Liquidation

              Upon our liquidation, dissolution or winding-up, the holders of common stock shall be entitled to share equally all assets remaining
after the payment of any liabilities and the liquidation preferences on any outstanding preferred stock.

Voting Rights for the Election of Directors/Board of Directors Composition

       Authorized Number of Directors

              Our certificate of incorporation and bylaws provide that our board of directors may consist of any number of directors, greater than or
equal to one, provided that at any time that GSK's percentage ownership of our voting stock is 50.1% or greater, the authorized number of
directors on our board of directors will be no less than nine, or any greater number that is divisible by three. We will increase or
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decrease the size of our board of directors and fill any newly created directorships as appropriate to achieve our board of directors composition
required by our governance agreement with GSK. We will have the right to decrease the size of our board of directors without GSK's consent
(and, if desired, to increase it again without GSK's consent to no more than 13 seats).

              Directors are elected by a plurality of holders of our common stock, provided that, if (and so long as) GSK holds 50.1% or more of our
outstanding stock, our governance agreement provides that GSK shall be entitled to elect one third of our board of directors, and the rest of the
board of directors shall be comprised of two officers of the Company nominated by the nominating committee of our board and independent
directors. In addition, if (and so long as) GSK holds 50.1% or more of our outstanding stock, GSK is entitled to designate nominees for one half
of the independent directors on the board. For these purposes, "independent directors" include all of our directors that qualify as independent
under applicable exchange listing rules, provided that the independent directors nominated by GSK must also be independent of GSK. See
"�Governance Agreement�Agreements Related to Our Board of Directors If GSK's Ownership of Our Voting Stock is Greater than 50.1%".

       Vacancies on Our Board of Directors

              Our board has the ability to fill vacancies on our board, provided that if GSK holds 50.1% or more of our outstanding stock, GSK has
the right to nominate any replacement for a director nominated by GSK at the end of that director's term or upon removal from office, subject to
the approval (with respect to independent directors) of a majority of the directors (other than any director nominated by GSK) with respect to
nominations pursuant to the governance agreement. A majority of the directors that were not nominated by GSK have the right to nominate any
replacement for a director that was not nominated by GSK. See "�Governance Agreement�Agreements Related to Our Board of Directors If GSK's
Ownership of Our Voting Stock is Greater than 50.1%".

Preferred Stock

              Our certificate of incorporation authorizes 230,000 shares of Series A junior participating preferred stock that are purchasable upon
exercise of the rights under our rights agreement. See "�Rights Agreement". These shares are:

�
not redeemable;

�
entitled, when, as and if declared, to a minimum preferential quarterly dividend payment of the greater of (a) $1.00 per
share, and (b) an amount equal to 1,000 times the dividend declared per share of our common stock;

�
in the event of a liquidation, dissolution or winding up, entitled to a minimum preferential payment of the greater of
(a) $10.00 per share (plus any declared but unpaid dividends), and (b) an amount equal to 1,000 times the payment made per
share of common stock;

�
entitled to 1,000 votes, voting together with our common stock;

�
in the event of a merger, consolidation or other transaction in which outstanding shares of our common stock are converted
or exchanged, entitled to receive 1,000 times the amount received per share of our common stock; and

�
entitled to anti-dilution protections.

Corporate Opportunities

              Our certificate of incorporation acknowledges that we and GSK may generally pursue any business opportunities available to us, and
have no obligation to offer any business opportunities to the other party. In addition, pursuant to our certificate of incorporation, as between us
and GSK and its
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affiliates, we renounce our interest in and waive any claim that a corporate or business opportunity constituted a corporate opportunity for us so
long as the policy regarding treatment of corporate opportunities set forth in our certificate of incorporation is followed. Pursuant to the policy
set forth in our certificate of incorporation, a corporate or business opportunity offered to any person who is our director and who is also a
director, officer or employee of GSK, will belong to us only if the opportunity is expressly offered to such person primarily in his or her capacity
as our director. Otherwise the opportunity will belong to GSK. Our certificate of incorporation provides that these provisions may only be
amended by the affirmative vote of at least 85% of the voting power of all shares of our voting stock then outstanding.

Governance Agreement

              The following summary describes the material provisions of our governance agreement with GSK. The governance agreement contains
agreements with GSK relating to our corporate governance and future acquisitions or dispositions of our securities by GSK and was put in place
in connection with the addition of call and put features on our shares of common stock that expired on September 12, 2007. The rights and
obligations of GSK vary based on the level of GSK's ownership of our outstanding securities having the right to vote generally in any election of
our directors, referred to in this section "�Governance Agreement" as our "voting stock." As of October 24, 2012, GSK held approximately 26.7%
of our voting stock. As described further below, the governance agreement imposes limitations and conditions on GSK's ability to increase its
ownership of our voting stock.

Limitations and Exceptions to GSK's Rights to Acquire Our Securities

       Limitation on Acquisition of our Equity Securities by GSK

              Except as agreed to by us in writing following approval by a majority of our independent directors, GSK may not, directly or indirectly:

�
acquire any of our equity securities or any rights, warrants, options or securities convertible into equity securities;

�
make or participate in any solicitation of proxies to vote from any holders of our equity securities;

�
form or participate in a "group" within the meaning of Section 13(d)(3) of the Securities and Exchange Act of 1934, as
amended, with any person not bound by the terms of the governance agreement with respect to any of our voting stock;

�
acquire any of our assets or rights to purchase any of our assets except for assets offered for sale by us or the acquisition or
purchase of our assets pursuant to the existing agreements that we have in place with GSK;

�
enter into any arrangement or understanding with others to do any of the actions listed immediately above; and

�
act together with others to offer to us or any of our stockholders any business combination, restructuring, recapitalization or
similar transaction involving us or otherwise seek together with others to control, change or influence the management,
board of directors or our policies or nominate any person as a director who is not nominated by the then incumbent directors,
or propose any matter to be voted upon by our stockholders.
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       Permitted GSK Purchases of Our Equity Securities From Us

              GSK may acquire our equity securities from us in the following circumstances:

�
if we issue equity securities to a third party (other than pursuant to exercise of options issued as compensation to our
directors, officers, employees or consultants), including upon conversion of our 3% Convertible Subordinated Notes due
2015, GSK may purchase all or a portion of the number of equity securities that would bring GSK's percentage ownership of
our voting stock to the same level that it was at immediately prior to the issuance of equity securities to the third party at the
same price at which the equity securities were sold to the third party;

�
the purchase, on a quarterly basis, of equity securities comparable to those that are issued as compensation to our directors,
officers, employees or consultants during the preceding quarter pursuant to option exercises or vesting of restricted stock, at
the fair market value at the time of GSK's notification to us of its intention to purchase such equity securities that would
bring GSK's percentage ownership of our voting stock to the same level that it was at immediately prior to such issuances or
vesting;

�
the acquisition of additional equity securities issued in connection with a stock split or recapitalization;

�
the purchase of equity securities for a pension plan or benefit plan for the benefit of GSK's employees; and

�
at any time that GSK holds 50.1% or more of our outstanding voting stock, GSK may purchase additional equity securities if
we have determined to sell equity securities to pay all or any portion of the milestones that we may owe GSK pursuant to our
existing agreements with GSK. In this event, GSK has the first right to purchase the additional equity securities on the terms
that we intend to sell the equity securities; provided that, the voting stock held by GSK at such time was acquired in
accordance with the terms of the governance agreement and our certificate of incorporation.

       Permitted GSK Purchases of Equity Securities from Our Stockholders

              GSK may acquire our equity securities from our stockholders in the following circumstances:

�
the acquisition of securities of another biotechnology or pharmaceutical company that owns our equity securities (provided
that those shares will be subject to the provisions of the governance agreement on the same basis as GSK's holdings of other
shares of our common stock); or

�
the making of an offer to acquire equity securities if (a) a person or group (other than GSK) acquires 20% or more of our
voting stock or (b) our board of directors formally acts to facilitate a change in control of us (other than with GSK), subject
to the following conditions:

�
that the offer be an offer for 100% of our voting stock;

�
that the offer include no condition as to financing; and

�
that the offer includes a condition that the holders of a majority of the shares of the voting stock not owned by
GSK accept the offer by tendering their shares or voting their shares in favor of the offer.

              The term "change in control" is referred to as (i) an acquisition of us by a third party (ii) any transaction or series of related transactions
(including mergers, consolidations and other forms of
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business consolidations) after which our continuing stockholders hold less than 50% of the outstanding voting securities of either us or the entity
that survives the transaction (or the parent of the surviving entity) or (iii) the sale, lease, license, transfer or other disposal of all or substantially
all of our business or assets (except that the sale, license or transfer to another party of any of our assets in the ordinary course of business will
not be considered a change in control of us if GSK has no contractual rights under our existing agreements with GSK over our asset sold,
licensed or transferred).

              GSK can make an offer to our stockholders to acquire outstanding voting stock that would bring GSK's percentage ownership of our
voting stock to up to 60% and, once GSK holds 50.1% or more of our outstanding voting stock, GSK can make an offer to our stockholders to
merge with us or otherwise acquire outstanding voting stock that would bring GSK's percentage ownership of our voting stock to 100%, subject,
in each instance, to the following conditions:

�
that the offer includes no conditions to financing;

�
that the offer is approved by a majority of our independent directors;

�
that the offer includes a condition that the holders of a majority of the shares of our voting stock not owned by GSK accept
the offer by tendering their shares in the offer; and

�
with respect to a transaction that would result in GSK owning up to 60% of our voting stock, that the shares purchased will
be subject to the provisions of the governance agreement on the same basis as the other shares of our common stock held by
GSK.

Voting Arrangements

       Agreement to Vote

              GSK shall vote the voting stock held by it (at GSK's election) either (i) in accordance with the recommendation of our independent
directors or (ii) in proportion to the votes cast by the other holders of our voting stock.

       Exceptions to Agreement to Vote

              GSK can vote as it chooses on any proposal to:

�
effect a change in control of us; or

�
issue equity securities to one or more parties (other than in a public offering) that would result in that party or parties holding
20% or more of our voting stock.

              In addition, at any time that GSK holds 50.1% or more of our outstanding voting stock, GSK can also vote as it chooses on any proposal
to:

�
effect the acquisition by us of any business or assets that would constitute a substantial portion of our business or assets; or

�
effect the sale, license or transfer of all or a substantial portion of our business or assets unless GSK has no contractual rights
over the business or assets in question pursuant to our strategic alliance agreement with GSK, and such sale, license or
transfer occurs in the ordinary course of business.

              If a person or group acting in concert acquires 20% or more of our voting stock, GSK may vote its voting stock without any restrictions.
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Agreements Related to Our Board of Directors If GSK's Ownership of Our Voting Stock is Greater than 50.1%

              At any time that GSK holds 50.1% or more of our outstanding voting stock, the following provisions apply with respect to the
composition of our board of directors and corporate actions requiring the approval of a majority of the directors nominated by GSK.

       Agreements Related to Our Board of Directors

Composition of Our Board of Directors

              Our board of directors will include:

�
a number of nominees designated by GSK equal to one-third of the aggregate number of directors comprising our board of
directors at that time;

�
two of our officers nominated by the nominating committee of our board of directors; and

�
the remaining members of our board of directors will be independent directors.

              An independent director is a director that complies with the independence requirements for directors with respect to us for companies
listed on the Nasdaq Global Market and has business or technical experience, stature and character as is commensurate with service on the board
of directors of a publicly traded company. In addition, upon its request, GSK may designate nominees for half of the total number of
independent directors. These independent director nominees must be reasonably acceptable to the members of the board of directors not
nominated by GSK and must meet the qualifications of an independent director both with respect to us and with respect to GSK. An equal
number of independent directors will be nominated by the directors of our board of directors (excluding the directors nominated by GSK). If
GSK's percentage ownership of our voting stock falls below 50.1% (subject to certain limitations), then the term of each director nominated by
GSK pursuant to this provision will automatically cease.

              Any committee of our board of directors must contain at least one director nominated by GSK except for:

�
a committee representing the interests of the holders of common stock;

�
a committee of independent directors constituted for the purposes of making any determination that is to be made under the
terms of the governance agreement or our certificate of incorporation; or

�
a committee in which membership of a director nominated by GSK would be prohibited by applicable law, regulation or
stock exchange or trading system listing requirement.

Approval by a Majority of GSK Nominated Directors of Certain Actions

              The approval of a majority of the directors nominated by GSK will be required to approve any of the following:

�
our acquisition of any business or assets that would constitute a substantial portion of our business or assets;

�
the sale, lease, license, transfer or other disposal of a substantial portion of our business or assets, tangible or intangible,
other than dispositions of assets over which GSK has no contractual rights pursuant to agreements with us or in the ordinary
course of business; or

�
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exercisable for our voting stock, (B) purchases made at fair market value in connection with any deferred compensation plan
that we maintain and (C) repurchases of unvested or restricted stock at or below cost pursuant to a compensation plan.

Severance Arrangements

              We agree not to enter into or amend any existing contract with any of our directors, officers or employees that would provide for any
payment, vesting of common stock, acceleration or other benefit or right contingent upon GSK's purchase of any equity securities not prohibited
by the governance agreement.

Amendments; Termination

              The governance agreement provides that its provisions may be amended only if the amendment is in writing and signed by GSK and us,
and that no amendment will be effective without the approval of a majority of our independent directors.

              The provisions of the governance agreement will terminate at the earliest of (i) when GSK beneficially owns 100% of our outstanding
voting stock, (ii) the effective time of a change in control of us and (iii) September 1, 2015.

Anti-Takeover Effects of Delaware Law, Our Certificate of Incorporation and Bylaw Provisions, Our Rights Agreement and our
Governance Agreement with GSK

              Provisions of Delaware law and our certificate of incorporation and bylaws, our rights agreement and our governance agreement with
GSK could make an acquisition of us by a third party and the removal of our incumbent officers and directors more difficult. These provisions,
summarized below, may discourage coercive takeover practices and inadequate takeover bids and are intended to encourage persons seeking to
acquire control of us to first negotiate with us. We believe that the benefits of increased protection of our ability to negotiate with the proponent
of an unfriendly or unsolicited acquisition proposal outweigh the disadvantages of discouraging such proposals because, among other things,
negotiation could result in an improvement of their terms.

              We are subject to Section 203 of the Delaware General Corporation Law, which regulates corporate acquisitions. In general,
Section 203 prohibits a Delaware corporation from engaging in a "business combination" with an "interested stockholder" for a period of three
years following the date the person became an interested stockholder, unless:

�
our board of directors approved the transaction in which such stockholder became an interested stockholder prior to the date
the interested stockholder attained such status;

�
upon consummation of the transaction that resulted in the stockholder's becoming an interested stockholder, such person
owned at least 85% of our voting stock outstanding at the time the transaction commenced, excluding shares owned by
persons who are directors and officers; or

�
on or subsequent to such date the business combination is approved by our board of directors and authorized at an annual or
special meeting of stockholders.

              A "business combination" generally includes a merger, asset or stock sale, or other transaction resulting in a financial benefit to the
interested stockholder. In general, an "interested stockholder" is a person who, together with affiliates and associates, owns, or within three years
prior to the determination of interested stockholder status, did own, 15% or more of a corporation's voting stock.

              Pursuant to the terms of our governance agreement with GSK, we have agreed that we will exempt GSK from the application of
Section 203 of the Delaware General Corporation Law. Under
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the governance agreement, GSK is subject to certain limitations in its ability to acquire our shares of capital stock. See "�Governance
Agreement."

              Our certificate of incorporation and bylaws do not provide for the right of stockholders to act by written consent without a meeting or
for cumulative voting in the election of directors. In addition, our bylaws provide that special meetings of the stockholders can only be called by
the Chairman of our board of directors, the chief executive officer, our board of directors or the request of stockholders holding at least 662/3%
of the outstanding common stock. These provisions, which require the vote of stockholders holding at least 662/3% of the outstanding common
stock to amend, may have the effect of deterring hostile takeovers or delaying changes in our management.

Rights Agreement

              Under our rights agreement, each share of our common stock has associated with it one preferred stock purchase right. Each of these
rights entitles its holder to purchase, at a price of $209.25 for each, one one-thousandth of a share of Series A junior participating preferred
stock, (each subject to adjustment) under circumstances provided for in the rights agreement. The purpose of our rights agreement is to:

�
give our board of directors the opportunity to negotiate with any persons seeking to obtain control of us;

�
deter acquisitions of voting control of us without assurance of fair and equal treatment of all of our stockholders; and

�
prevent a person from acquiring in the market a sufficient amount of voting power over us to be in a position to block an
action sought to be taken by our stockholders.

              The exercise of the rights under our rights agreement would cause substantial dilution to a person attempting to acquire us on terms not
approved by our board of directors, and therefore would significantly increase the price that such person would have to pay to complete the
acquisition. Our rights agreement may deter a potential acquisition or tender offer. Until a "distribution date" occurs, the rights will:

�
not be exercisable;

�
be represented by the same certificate that represents the shares with which the rights are associated; and

�
trade together with those shares.

              The rights will expire at the close of business on October 8, 2014, unless earlier redeemed or exchanged by us. Following a "distribution
date," the rights would become exercisable and we would issue separate certificates representing the rights, which would trade separately from
the shares of our common stock. A "distribution date" would occur upon the earlier of:

�
ten business days after a public announcement that the person has become an "acquiring person;" or

�
ten business days after a person commences or announces its intention to commence a tender or exchange offer that, if
successful, would result in the person becoming an "acquiring person."

              A holder of rights will not, as such, have any rights as a stockholder, including the right to vote or receive dividends.

              Under our rights agreement, a person becomes an "acquiring person" if the person, alone or together with a group, acquires beneficial
ownership of 19% or more of the outstanding shares of our
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common stock. GSK is not an "acquiring person" under our rights agreement for so long as GSK is in compliance with the terms of our
governance agreement with GSK. In addition, an "acquiring person" shall not include us, any of our subsidiaries, or any of our employee benefit
plans or any person or entity acting pursuant to such employee benefit plans. Our rights agreement also contains provisions designed to prevent
the inadvertent triggering of the rights by institutional or certain other stockholders.

              If any person becomes an acquiring person, each holder of a right, other than the acquiring person, will be entitled to purchase, at the
purchase price, a number of our shares of common stock having a market value of two times the purchase price. If, following a public
announcement that a person has become an acquiring person:

�
we merge or enter into any similar business combination transaction and we are not the surviving corporation; or

�
50% or more of our assets, cash flow or earning power is sold or transferred;

then each holder of a right, other than the acquiring person, will be entitled to purchase a number of shares of common stock of the surviving
entity having a market value of two times the purchase price.

              After a person becomes an acquiring person, but prior to such person acquiring 50% of our outstanding common stock, our board of
directors may exchange each right, other than rights owned by the acquiring person, for

�
one share of common stock;

�
one one-thousandth of a share of our Series A junior preferred stock; or

�
a fractional share of another series of preferred stock having equivalent value.

              At any time until a person has become an acquiring person, our board of directors may redeem all of the rights at a redemption price of
$0.01 per right. On the redemption date, the rights will expire and the only entitlement of the holders of rights will be to receive the redemption
price.

              For so long as the rights are redeemable, our board of directors may amend any provisions in the rights agreement without stockholder
consent. After the rights are no longer redeemable, our board of directors may only amend the rights agreement without stockholder consent if
such amendment would not change the amendment provisions, adversely affect the interests of the holders of rights, or cause the rights to again
become redeemable. Despite the foregoing, at no time may the redemption price of the rights be amended or changed.

              The adoption of the rights agreement and the distribution of the rights should not be taxable to our stockholders or us. Our stockholders
may recognize taxable income when the rights become exercisable in accordance with the rights agreement.

Registration Rights

              GSK is entitled to certain rights with respect to the registration of their shares under the Securities Act. GSK's registration rights are
contained in our amended and restated investors' rights agreement will expire on the earlier of September 12, 2014, or, the time at which GSK
holds two percent or less of our outstanding capital stock and is able to sell all of its shares in a single transaction pursuant to Rule 144 under the
Securities Act.

Demand Registration Rights

              GSK has the right to require that we register their common stock, provided such registration relates to not less than 50% in aggregate of
our then outstanding shares of common stock held by
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GSK. We are only obligated to effect two registrations in response to these demand registration rights. We may postpone the filing of a
registration statement for up to 90 days once in any 12-month period if our board of directors determines in good faith that the filing would be
seriously detrimental to our stockholders or us. The underwriters of any underwritten offering have the right to limit the number of shares to be
included in a registration statement filed in response to the exercise of these demand registration rights. We must pay all expenses, except for
underwriters' discounts and commissions, incurred in connection with these demand registration rights.

Piggyback Registration Rights

              If we register any securities for public sale, GSK has the right to include the shares of our common stock held by GSK in the
registration, subject to specified exceptions. The underwriters of any underwritten offering have the right to limit the number of shares registered
by GSK due to marketing reasons. We must pay all expenses, except for underwriters' discounts and commissions, incurred in connection with
these piggyback registration rights.

S-3 Registration Rights

              While we are eligible to file a registration statement on Form S-3, GSK can request that we register their shares, provided that such
registration relates to not less than 10% in aggregate of our then outstanding shares of common stock held by GSK and the total price of the
shares of common stock offered to the public is at least $1,000,000. GSK may require us to file not more than two Form S-3 registration
statements in any 12-month period. We may postpone the filing of a Form S-3 registration statement for up to 90 days once in any 12-month
period if our board of directors determines in good faith that the filing would be seriously detrimental to our stockholders or us. We must pay all
expenses, except for underwriters' discounts and commissions, incurred in connection with these S-3 registration rights.

Transfer Agent and Registrar

              The transfer agent and registrar for our common stock and the rights is Computershare.
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 MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

              The following is a summary of the material U.S. federal income tax considerations relating to the purchase, ownership, and disposition
of the notes and common stock into which the notes are convertible. This summary is based upon the provisions of the Internal Revenue Code of
1986, as amended (the "Code"), Treasury Regulations promulgated thereunder, administrative rulings and judicial decisions, all as of the date
hereof. These authorities may be changed, possibly retroactively, so as to result in U.S. federal income tax consequences different from those set
forth below.

              This summary is limited to holders who purchase notes upon their initial issuance at their initial issue price and who hold the notes and
the common stock into which such notes are convertible as capital assets. This summary does not address the tax considerations arising under
the laws of any foreign, state, or local jurisdiction, any U.S. federal estate or gift tax rules or the potential application of the Medicare
contribution tax. In addition, this discussion does not address tax considerations applicable to a holder's particular circumstances or a holder that
may be subject to special tax rules, including, without limitation:

�
banks, insurance companies, or other financial institutions;

�
regulated investment companies or real estate investment trusts;

�
persons subject to the alternative minimum tax;

�
tax-exempt organizations;

�
dealers in securities or currencies;

�
traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;

�
certain former citizens or former long-term residents of the United States;

�
U.S. holders, as defined below, whose functional currency is not the U.S. dollar;

�
persons who hold the notes or common stock as a position in a hedging transaction, straddle, conversion transaction or other
risk reduction transaction; or

�
persons deemed to sell the notes or common stock under the constructive sale provisions of the Code.

You are urged to consult your tax advisor with respect to the application of the U.S. federal income tax laws to your particular situation,
as well as any tax consequences of the purchase, ownership, and disposition of the notes and common stock arising under the U.S.
federal estate or gift tax rules or under the laws of any state, local, foreign or other taxing jurisdiction.

U.S. Holders

              The following is a summary of the material U.S. federal income tax consequences that will apply to you if you are a U.S. holder of the
notes or the common stock. "U.S. holder" means a beneficial owner of our notes or our common stock that is:

�
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�
an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or

�
a trust that (i) is subject to the primary supervision of a U.S. court and the control of one or more U.S. persons or (ii) has a
valid election in effect under applicable Treasury Regulations to be treated as a U.S. person.

              If a partnership, or other entity treated as a partnership for U.S. federal income tax purposes, holds our notes or common stock, the tax
treatment of a partner will generally depend upon the status of the partner and the activities of the partnership. If you are a partner in a
partnership holding the notes or common stock, you should consult your own tax advisor.

Interest

              You will be required to include interest paid on the notes as ordinary income at the time it is paid or accrued, depending upon your
regular method of accounting for U.S. federal income tax purposes.

Sale, Exchange, Repurchase or Redemption of the Notes

              Upon the sale, exchange, repurchase, or redemption of a note, you generally will recognize capital gain or loss equal to the difference
between the amount you receive (including the amount of cash and the fair market value of any property) and your adjusted tax basis in the note.
Your adjusted tax basis in a note will generally equal the cost of the note to you. Any amount attributable to accrued and unpaid interest not
previously included in income will be taxable to you as interest, as described above in "�Interest." Any gain or loss that you recognize generally
will be treated as long-term capital gain or loss if you have held the notes for more than one year at the time of disposition. Net long-term capital
gains of noncorporate U.S. holders, including individuals, are eligible for reduced rates of taxation. The deductibility of capital losses is subject
to limitations.

Conversion of the Notes

              You generally will not recognize gain or loss upon conversion of the notes into our common stock, except with respect to any cash
received in lieu of fractional shares and any shares of our common stock you receive with respect to accrued and unpaid interest. Shares of our
common stock you receive with respect to accrued and unpaid interested will be treated as a payment of interest as described above in "�Interest."
The receipt of cash for a fractional share generally will result in the recognition of gain or loss equal to the difference between the amount of
cash received and your adjusted tax basis allocable to the fractional share.

              Your tax basis in common stock received upon conversion of a note (except for common stock received in respect of accrued and
unpaid interest) will generally equal your adjusted basis in the note at the time of the conversion, reduced by any basis allocable to a fractional
share. Your tax basis in the shares of our common stock received with respect to accrued and unpaid interest will equal the fair market value of
such shares. Your holding period for the common stock received will generally include the holding period for the note converted, except that the
holding period of shares of our common stock received with respect to accrued and unpaid interest will commence on the day after the date of
receipt.

Constructive Dividends

              U.S. holders of convertible debt instruments such as the notes may, in certain circumstances, be deemed to have received distributions
of stock if the conversion rate of such instruments is adjusted. However, adjustments to the conversion rate made pursuant to a bona fide
reasonable adjustment
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formula which has the effect of preventing the dilution of the interest of the holders of the debt instruments will generally not be deemed to
result in a constructive distribution of stock. Certain of the possible adjustments provided in the notes, including, without limitation, adjustments
in respect of taxable dividends to our stockholders, may not qualify as being pursuant to a bona fide reasonable adjustment formula. If such
adjustments are made, you will be deemed to have received constructive distributions includible in your income in the manner described under
"�Dividends" below even though you have not received any cash or property as a result of such adjustments. However, it is unclear whether such
constructive distributions would be eligible for the reduced tax rate applicable to certain dividends paid to non-corporate holders or for the
dividends received deduction applicable to certain dividends paid to corporate holders. In certain circumstances, the failure to provide for such
an adjustment may also result in a constructive distribution to you.

Dividends

              Distributions, if any, made on our common stock received upon conversion of the notes generally will be treated as dividends to the
extent of our current or accumulated earnings and profits, as determined for U.S. federal income tax purposes. Dividends received by
noncorporate U.S. holders, including individuals, are taxed at applicable long-term capital gains rates provided certain holding period
requirements are satisfied. Distributions in excess of our current and accumulated earnings and profits will be treated as a return of capital to the
extent of your adjusted tax basis in the common stock, and thereafter as capital gain. Dividends received by a corporate U.S. holder may be
eligible for a dividends received deduction, subject to applicable limitations.

Sale or Exchange of Common Stock

              Upon the sale or exchange of our common stock received upon conversion of the notes, you generally will recognize capital gain or loss
equal to the difference between (i) the amount of cash and the fair market value of any property received upon the sale or exchange and (ii) your
adjusted tax basis in the common stock. Your adjusted tax basis and holding period in common stock received in connection with conversion of
notes are determined as discussed above under "�Conversion of the Notes." Any gain or loss that you recognize generally will be treated as
long-term capital gain or loss if you have held or are treated as having held the stock for more than one year. Net long-term capital gains of
noncorporate U.S. holders, including individuals, are eligible for reduced rates of taxation. The deductibility of capital losses is subject to
limitations.

Backup Withholding and Information Reporting

              U.S. holders may be subject to IRS information reporting and backup withholding on payments of interest on the notes, dividends on
common stock, and proceeds from the sale or other disposition of the notes or common stock. A U.S. holder will be subject to backup
withholding on these payments if the U.S. holder fails to provide its taxpayer identification number ("TIN") to the paying agent and comply with
certain certification procedures or otherwise establish an exemption from backup withholding. Backup withholding may be imposed when a
noncorporate U.S. holder is not otherwise exempt and the U.S. holder: (i) fails to furnish its TIN; (ii) furnishes an incorrect TIN; (iii) is notified
by the IRS that it has failed to properly report payments of interest or dividends; or (iv) under certain circumstances, fails to certify, under
penalties of perjury, that it has furnished a correct TIN and has not been notified by the IRS that it is subject to backup withholding.

              You generally will be entitled to credit any amounts withheld under the backup withholding rules against your U.S. federal income tax
liability provided that the required information is furnished to the IRS in a timely manner.
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Non-U.S. Holders

              The following is a summary of the material U.S. federal income tax consequences that will apply to you if you are a non-U.S. holder of
the notes or the common stock. For purposes of this discussion, a "non-U.S. holder" means a beneficial owner of our notes or common stock that
is not a U.S. holder or a partnership or other entity treated as a partnership for U.S. federal income tax purposes.

Interest

              Payments of interest made to you on the notes generally will be exempt from U.S. federal income and withholding tax, provided that:

�
such payments are not effectively connected with your conduct of a trade or business within the United States (and, in the
case of an applicable tax treaty, are not attributable to your permanent establishment in the United States);

�
you do not own, actually or constructively, 10% or more of the total combined voting power of all classes of our stock
entitled to vote;

�
you are not a "controlled foreign corporation" that is related to us, directly or indirectly, through stock ownership within the
meaning of the applicable sections of the Code; and

�
you provide your name and address, and certify, under penalties of perjury, that you are not a U.S. person for U.S. federal
income tax purposes, which certification may be made on an IRS Form W-8BEN, or that you hold your notes through
certain intermediaries, and you and the intermediaries satisfy the certification requirements of applicable Treasury
Regulations.

              If you cannot satisfy the requirements described above, you will be subject to 30% U.S. federal withholding tax with respect to
payments of interest on the notes, unless you provide us with a properly executed (i) IRS Form W-8BEN claiming an exemption from or
reduction in withholding under the benefit of an applicable income tax treaty or (ii) IRS Form W-8ECI stating that interest paid on the notes is
not subject to withholding tax because it is effectively connected with the conduct of a trade or business in the United States.

              If you are engaged in a trade or business in the United States and interest on a note is effectively connected with your conduct of that
trade or business (and, if required by an applicable income tax treaty, is attributable to your permanent establishment in the United States), you
generally will be subject to U.S. federal income tax on that interest in the same manner as if you were a U.S. person as defined under the Code.
You will, however, be exempt from the 30% withholding tax, provided the certification requirements described above are satisfied. In addition,
if you are a foreign corporation, you may be subject to a branch profits tax equal to 30%, or such lower rate as may be prescribed under an
applicable income tax treaty, of your earnings and profits for the taxable year, subject to adjustments, that are effectively connected with your
conduct of a trade or business in the United States.

Conversion of the Notes

              Conversion of the notes into common stock generally will not be a taxable event to you, except with respect to any cash received in lieu
of a fractional share of common stock and any common stock received in respect of accrued and unpaid interest, which will be treated as a
payment of interest as described above under "�Interest." You will realize gain or loss upon the receipt of cash in lieu of a fractional share of
common stock, measured by the difference between the amount of cash received and your tax basis attributable to the fractional share. Such gain
will be treated as described under
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"�Sale, Exchange, Repurchase or Redemption of the Notes or Sale or Exchange of Common Stock" below.

Sale, Exchange, Repurchase or Redemption of the Notes or Sale or Exchange of Common Stock

              Any gain that you realize upon the sale, exchange, repurchase, or redemption of the notes (except to the extent such gain is attributable
to accrued and unpaid interest) and, subject to the discussion below under "�FATCA Legislation," any gain that you realize upon the sale or
exchange of common stock generally will not be subject to U.S. federal income tax unless:

�
the gain is effectively connected with your conduct of a trade or business in the United States and, in the case of an
applicable tax treaty, is attributable to your permanent establishment in the United States;

�
you are an individual who is present in the United States for 183 days or more in the taxable year of sale, exchange or other
disposition and certain conditions are met; or

�
we are or have been a U.S. real property holding corporation for U.S. federal income tax purposes at any time during the
shorter of the five-year period ending on the date of disposition or your holding period for our notes or common stock.
However, we believe that we are not currently, and do not anticipate becoming, a U.S. real property holding corporation.

              If your gain is described in the first bullet point above, you generally will be subject to U.S. federal income tax on the net gain derived
from the sale. If you are a corporation, then any such effectively connected gain may also, under certain circumstances, be subject to the branch
profits tax at a 30% rate, or such lower rate as may be prescribed under an applicable income tax treaty. If you are an individual described in the
second bullet point above, you will be subject to a flat 30% U.S. federal income tax on the gain derived from the sale, which may be offset by
U.S.-source capital losses, even though you are not considered a resident of the United States. You are urged to consult your tax advisor
regarding the tax consequences of the acquisition, ownership, and disposition of the notes or the common stock.

Constructive Dividends

              Under certain circumstances, you may be deemed to have received a constructive dividend. See "�U.S. Holders�Constructive Dividends"
above. Any constructive dividend deemed paid to a non-U.S. holder will be subject to U.S. federal withholding tax at a 30% rate or such lower
rate as may be specified by an applicable income tax treaty. See "�Dividends" below. It is possible that U.S. federal tax on a constructive dividend
would be withheld from subsequent amounts paid to a non-U.S. holder of the notes. A non-U.S. holder who is subject to withholding tax under
such circumstances should consult its own tax advisor as to whether it can obtain a refund for all or a portion of the withholding tax.

Dividends

              In general, dividends, if any, received by a non-U.S. holder with respect to the common stock will be subject to U.S. federal
withholding tax at a 30% rate, unless such rate is reduced by an applicable income tax treaty. Dividends that are effectively connected with your
conduct of a trade or business in the United States and, in the case of an applicable tax treaty, are attributable to your permanent establishment in
the United States, are not subject to the withholding tax, but instead are subject to U.S. federal income tax on a net income basis at applicable
individual or corporate rates. As discussed above, certain certification and disclosure requirements must be complied with in order for
effectively connected income to be exempt from withholding. Any such effectively connected dividends
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received by a non-U.S. holder that is a corporation may also, under certain circumstances, be subject to the branch profits tax at a 30% rate or
such lower rate as may be prescribed under an applicable income tax treaty.

Backup Withholding and Information Reporting

              In general, you will not be subject to backup withholding with respect to payments that we make to you, provided that we do not have
actual knowledge or reason to know that you are a U.S. person and you have given us an appropriate statement certifying, under penalties of
perjury, that you are not a U.S. person. In addition, you will not be subject to backup withholding with respect to the proceeds of the sale of a
note or of common stock within the U.S. or conducted through certain U.S.-related financial intermediaries, if the payor receives the statement
described above and does not have actual knowledge or to know that you are a U.S. person or you otherwise establish an exemption. However,
we will be required to report annually to the IRS and to you the amount of, and the tax withheld with respect to, any dividends or interest paid to
you, regardless of whether any tax was actually withheld. Copies of these information returns may also be made available under the provisions
of a specific treaty or agreement to the tax authorities of the country in which you reside.

              You generally will be entitled to credit any amounts withheld under the backup withholding rules against your U.S. federal income tax
liability provided that the required information is furnished to the IRS in a timely manner.

FATCA Legislation

              The Foreign Account Tax Compliance Act provisions of the Hiring Incentives to Restore Employment Act (generally referred to as
"FATCA"), when applicable, will impose a U.S. federal withholding tax of 30% on certain payments to "foreign financial institutions" (which
are broadly defined for this purpose and generally include investment vehicles) and certain other non-U.S. entities unless various U.S.
information reporting and due diligence requirements (generally relating to ownership by U.S. persons of certain interests in or accounts with
those entities) have been satisfied. FATCA does not apply to debt instruments issued before January 1, 2014, such as the notes, unless such
instruments are significantly modified after that date. However, payments subject to withholding tax under FATCA include dividends on
common stock of U.S. companies (such as our common stock) (beginning in 2014) and gross proceeds from sales or redemptions of such
common stock (beginning in 2017).

              If any withholding under FATCA is imposed on dividends or gross proceeds with respect to our common stock, a beneficial owner of
our common stock that is not a foreign financial institution generally will be entitled to a refund of any amounts withheld in excess of otherwise
applicable withholding tax by filing a U.S. federal income tax return, which may entail significant administrative burden. A beneficial owner
that is a foreign financial institution, but not a "participating foreign financial institution" (as defined under FATCA) will be able to obtain a
refund only to the extent an applicable income tax treaty with the United States entitles such beneficial owner to an exemption from, or reduced
rate of, tax on the payment that was subject to withholding under FATCA. You should consult your tax advisor regarding the potential
implications of FATCA with respect to the notes and any common stock received upon conversion of the notes.
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 UNDERWRITING

              Merrill Lynch, Pierce, Fenner & Smith Incorporated is acting as representative of each of the underwriters named below. Subject to the
terms and conditions set forth in an underwriting agreement among us and the underwriters, we have agreed to sell to the underwriters, and each
of the underwriters has agreed, severally and not jointly, to purchase from us, the principal amount of notes set forth opposite its name below.

Underwriter
Principal

Amount of Notes
Merrill Lynch, Pierce, Fenner & Smith
                      Incorporated $ 225,000,000
Leerink Swann LLC 12,500,000
Piper Jaffray & Co. 12,500,000

                      Total $ 250,000,000

              Subject to the terms and conditions set forth in the underwriting agreement, the underwriters have agreed, severally and not jointly, to
purchase all of the notes sold under the underwriting agreement if any of these notes are purchased. If an underwriter defaults, the underwriting
agreement provides that the purchase commitments of the nondefaulting underwriters may be increased or the underwriting agreement may be
terminated.

              We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act, or to contribute to
payments the underwriters may be required to make in respect of those liabilities.

              The underwriters are offering the notes, subject to prior sale, when, as and if issued to and accepted by them, subject to approval of
legal matters by their counsel, including the validity of the notes, and other conditions contained in the underwriting agreement, such as the
receipt by the underwriters of officers' certificates and legal opinions. The underwriters reserve the right to withdraw, cancel or modify offers to
the public and to reject orders in whole or in part.

Commissions and Discounts

              The representative has advised us that the underwriters propose initially to offer the notes at a price of 100% of the principal amount of
notes, plus accrued interest from the original issue date of the notes, if any, and to dealers at that price less a concession not in excess of 1.11%
of the principal amount of the notes, plus accrued interest from the original issue date of the notes, if any. After the initial offering, the public
offering price, concession or any other term of the offering may be changed.

              The following table shows the public offering price, underwriting discount and proceeds before expenses to us. The information
assumes either no exercise or full exercise by the underwriters of their option to purchase additional notes.

Per Note Without Option With Option
Public offering price 100.00% $ 250,000,000 $ 287,500,000
Underwriting discount 1.85% $ 4,625,000 $ 5,318,750
Proceeds, before expenses, to us 98.15% $ 245,375,000 $ 282,181,250
              The expenses of the offering, not including the underwriting discount, are estimated at $910,000 and are payable by us.
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Option to Purchase Additional Notes

              We have granted an option to the underwriters to purchase up to an additional $37,500,000 principal amount of the notes at the public
offering price, less the underwriting discount. The underwriters may exercise this option for 30 days from the date of this prospectus. If the
underwriters exercise this option, each will be obligated, subject to conditions contained in the underwriting agreement, to purchase an
additional principal amount of the notes proportionate to that underwriter's initial amount reflected in the above table.

New Issue of Notes

              The notes are a new issue of securities with no established trading market. We do not intend to apply for listing of the notes on any
national securities exchange or for inclusion of the notes on any automated dealer quotation system. We have been advised by the underwriters
that they presently intend to make a market in the notes after completion of the offering. However, they are under no obligation to do so and may
discontinue any market-making activities at any time without any notice. We cannot assure the liquidity of the trading market for the notes or
that an active public market for the notes will develop. If an active public trading market for the notes does not develop, the market price and
liquidity of the notes may be adversely affected. If the notes are traded, they may trade at a discount from their initial offering price, depending
on prevailing interest rates, the market for similar securities, our operating performance and financial condition, general economic conditions
and other factors.

Nasdaq Global Market Listing and Transfer Agent

              Our shares are listed on the Nasdaq Global Market under the symbol "THRX."

              The transfer agent and registrar for our common stock is Computershare.

No Sales of Similar Securities

              We, our executive officers and directors and GSK have agreed, with certain limited exceptions, that we and they will not, for a period of
90 days after the date of this prospectus, without first obtaining the prior written consent of Merrill Lynch, Pierce, Fenner & Smith Incorporated,
directly or indirectly

�
offer, pledge, sell or contract to sell any common stock,

�
sell any option or contract to purchase any common stock,

�
purchase any option or contract to sell any common stock,

�
grant any option, right or warrant for the sale of any common stock,

�
otherwise dispose of or transfer any common stock,

�
request or demand that we file a registration statement related to any common stock, or

�
enter into any swap or other agreement that transfers, in whole or in part, the economic consequence of ownership of any
common stock whether any such swap or transaction is to be settled by delivery of shares or other securities, in cash or
otherwise.

              This lock-up provision applies to our common stock and to securities convertible into or exchangeable or exercisable for or repayable
with our common stock. It also applies to common stock owned now or acquired later by the person executing the agreement or for which the
person executing the agreement later acquires the power of disposition. Notwithstanding the above, this lock-up provision will not apply to us
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(2) the issuance and sale of our common stock to GSK pursuant to any exercise by GSK of its right following the end of each calendar quarter to
purchase its pro rata portion of shares that we issued in the preceding quarter (not including the notes offered by this prospectus, for which GSK
has waived its right), (3) shares of our common stock issued pursuant to outstanding options, restricted stock units or other rights under our stock
option plans or other employee benefits plans existing on the date of this prospectus, (4) options, restricted stock awards or other restricted stock
units granted under our equity plans or other employee benefits plans existing on the date of this prospectus, provided that such awards shall not
vest or become exercisable prior to the expiration of the lock-up period, except that ordinary course replenishment and promotion stock option
grants, restricted stock awards and restricted stock units to be made monthly during the lock-up period may vest on a monthly basis following
their grant, (5) shares of our common stock issued upon the exercise of any other option or warrant, settlement of a restricted stock unit or the
conversion of a security outstanding on the date of this prospectus, or (6) shares of common stock issued pursuant to our employee stock
purchase plan. In addition, this lock-up provision will not apply to our directors and officers with respect to (1) transfers by bona fide gift, or to
any trust for the direct or indirect benefit of the director or officer or an immediate family member, provided that, in each case, the transferee or
donee agrees in writing to be bound by the lock-up restrictions described above, no filing under the Exchange Act is required or voluntarily
made during the lock-up period (other than a Form 5 made after the expiration of the lock-up period) and no public announcement of such
transfer is otherwise made, (2) dispositions pursuant to trading plans meeting the requirements of Rule 10b5-1 under the Exchange Act that are
in effect as of the date of the lock-up agreement and have been previously disclosed to the representative, (3) the establishment of a new trading
plan meeting the requirements of Rule 10b5-1 under the Exchange Act, provided that such plan does not permit transfers or sales of our common
stock during the lock-up period and no public announcement or filing under the Exchange Act regarding the establishment of such plan is
required or voluntarily made or (4) the surrender of shares to us upon the vesting or settlement of any restricted stock unit or restricted stock
award held by the director or officer, provided that such surrender is solely for the purpose of covering such director's or officer's tax liability in
connection with the vesting or settlement of such award pursuant to a stock withholding program approved by our board of directors or our
compensation committee prior to the date of this prospectus.

Price Stabilization, Short Positions

              In connection with the offering, the underwriters may purchase and sell the notes or shares of our common stock in the open market.
These transactions may include short sales, purchases on the open market to cover positions created by short sales and stabilizing transactions.
Short sales involve the sale by the underwriters of a greater principal amount of notes than they are required to purchase in the offering.
"Covered" short sales are sales made in an amount not greater than the underwriters' option to purchase additional notes described above. The
underwriters may close out any covered short position by either exercising their option to purchase additional notes or purchasing notes in the
open market. In determining the source of notes to close out the covered short position, the underwriters will consider, among other things, the
price of notes available for purchase in the open market as compared to the price at which they may purchase notes through the option granted to
them. "Naked" short sales are sales in excess of such option. The underwriters must close out any naked short position by purchasing notes in the
open market. A naked short position is more likely to be created if the underwriters are concerned that there may be downward pressure on the
price of the notes in the open market after pricing that could adversely affect investors who purchase in the offering. Stabilizing transactions
consist of various bids for or purchases of notes or shares of our common stock made by the underwriters in the open market to peg, fix or
maintain the price of the notes or our common stock prior to the completion of the offering.
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              Similar to other purchase transactions, the underwriters' purchases to cover the syndicate short sales may have the effect of raising or
maintaining the market price of the notes or preventing or retarding a decline in the market price of the notes. As a result, the price of the notes
may be higher than the price that might otherwise exist in the open market.

              Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any effect that the
transactions described above may have on the price of the notes or our common stock. In addition, neither we nor any of the underwriters make
any representation that the representative will engage in these transactions or that these transactions, once commenced, will not be discontinued
without notice.

Capped Call Transactions

              In connection with the pricing of the notes, we expect to enter into one or more capped call transactions (the "base capped call
transactions") with one or more of the underwriters or their affiliates, or the "hedge counterparties." If the underwriters exercise their option to
purchase additional notes, we may enter into additional capped call transactions with the hedge counterparties (together with the base capped
call transactions, the "capped call transactions"). The capped call transactions are expected generally to reduce potential dilution to our common
stock upon conversion of the notes. In connection with establishing their initial hedges of the capped call transactions, the hedge counterparties
(or affiliates thereof) expect to enter into various derivative transactions with respect to our common stock concurrently with, and/or purchase
our common stock shortly after, the pricing of the notes. These activities could have the effect of increasing, or reducing the size of any decrease
in, the price of our common stock concurrently with, or shortly after, the pricing of the notes.

              In addition, the hedge counterparties (or affiliates thereof) are likely to modify their hedge positions by entering into or unwinding
various derivative transactions with respect to our common stock and/or by purchasing or selling our common stock or other securities of ours in
secondary market transactions following the pricing of the notes and prior to the maturity date of the notes (and are likely to do so during a
specified averaging period under the capped call transactions preceding the maturity date, and on or around any earlier conversion date related to
a conversion of the notes).

              In addition, if the capped call transactions fail to become effective when this offering of notes is completed, or if the offering is not
completed, the hedge counterparties (or affiliates thereof) are likely to unwind their hedge positions with respect to our common stock, which
could adversely affect the value of our common stock and, if the notes have been issued, the value of the notes.

              The effect, if any, of any of these transactions and activities on the market price of our common stock or the notes will depend in part on
market conditions and cannot be ascertained at this time, but any of these activities could adversely affect the value of our common stock, which
could affect the value of the notes and the value of our common stock you will receive upon any conversion of the notes.

              See "Description of Capped Call Transactions."

Other Relationships

              Some of the underwriters and their affiliates have engaged in, and may in the future engage in, investment banking and other
commercial dealings in the ordinary course of business with us or our affiliates. They have received, or may in the future receive, customary fees
and commissions for these transactions.

              In addition, in the ordinary course of their business activities, the underwriters and their affiliates may make or hold a broad array of
investments and actively trade debt and equity securities (or related derivative securities) and financial instruments (including bank loans) for
their own account
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and for the accounts of their customers. Such investments and securities activities may involve securities and/or instruments of ours or our
affiliates. The underwriters and their affiliates may also make investment recommendations and/or publish or express independent research
views in respect of such securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short positions
in such securities and instruments.

Electronic Distribution

              In connection with the offering, certain of the underwriters or securities dealers may distribute this prospectus and the accompanying
prospectus by electronic means, such as e-mail.

Notice to Prospective Investors in the European Economic Area

              In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a "Relevant
Member State"), with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member State (the
"Relevant Implementation Date"), no offer of notes may be made to the public in that Relevant Member State other than:

A.
to any legal entity which is a qualified investor as defined in the Prospectus Directive;

B.
to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010 PD
Amending Directive, 150, natural or legal persons (other than qualified investors as defined in the Prospectus
Directive), as permitted under the Prospectus Directive, subject to obtaining the prior consent of the representative;
or

C.
in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of notes shall require the Company or the representative to publish a
prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to
Article 16 of the Prospectus Directive.

              Each person in a Relevant Member State who initially acquires any notes or to whom any offer is made will be deemed to have
represented, acknowledged and agreed that (A) it is a "qualified investor" within the meaning of the law in that Relevant Member State
implementing Article 2(1)(e) of the Prospectus Directive, and (B) in the case of any notes acquired by it as a financial intermediary, as that term
is used in Article 3(2) of the Prospectus Directive, the notes acquired by it in the offering have not been acquired on behalf of, nor have they
been acquired with a view to their offer or resale to, persons in any Relevant Member State other than "qualified investors" as defined in the
Prospectus Directive, or in circumstances in which the prior consent of the representative has been given to the offer or resale. In the case of any
notes being offered to a financial intermediary as that term is used in Article 3(2) of the Prospectus Directive, each such financial intermediary
will be deemed to have represented, acknowledged and agreed that the notes acquired by it in the offer have not been acquired on a
non-discretionary basis on behalf of, nor have they been acquired with a view to their offer or resale to, persons in circumstances which may
give rise to an offer of any notes to the public other than their offer or resale in a Relevant Member State to qualified investors as so defined or
in circumstances in which the prior consent of the representative has been obtained to each such proposed offer or resale.

              The Company, the representative and their affiliates will rely upon the truth and accuracy of the foregoing representation,
acknowledgement and agreement.

              This prospectus has been prepared on the basis that any offer of notes in any Relevant Member State will be made pursuant to an
exemption under the Prospectus Directive from the requirement to publish a prospectus for offers of notes. Accordingly any person making or
intending to
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make an offer in that Relevant Member State of notes which are the subject of the offering contemplated in this prospectus may only do so in
circumstances in which no obligation arises for the Company or any of the underwriters to publish a prospectus pursuant to Article 3 of the
Prospectus Directive in relation to such offer. Neither the Company nor the underwriters have authorized, nor do they authorize, the making of
any offer of notes in circumstances in which an obligation arises for the Company or the underwriters to publish a prospectus for such offer.

              For the purpose of the above provisions, the expression "an offer to the public" in relation to any notes in any Relevant Member State
means the communication in any form and by any means of sufficient information on the terms of the offer and the notes to be offered so as to
enable an investor to decide to purchase or subscribe the notes, as the same may be varied in the Relevant Member State by any measure
implementing the Prospectus Directive in the Relevant Member State and the expression "Prospectus Directive" means Directive 2003/71/EC
(including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member States) and includes any relevant implementing
measure in the Relevant Member State and the expression "2010 PD Amending Directive" means Directive 2010/73/EU.

Notice to Prospective Investors in the United Kingdom

              In addition, in the United Kingdom, this document is being distributed only to, and is directed only at, and any offer subsequently made
may only be directed at persons who are "qualified investors" (as defined in the Prospectus Directive) (i) who have professional experience in
matters relating to investments falling within Article 19 (5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005,
as amended (the "Order") and/or (ii) who are high net worth companies (or persons to whom it may otherwise be lawfully communicated) falling
within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as "relevant persons"). This document must not be acted on
or relied on in the United Kingdom by persons who are not relevant persons. In the United Kingdom, any investment or investment activity to
which this document relates is only available to, and will be engaged in with, relevant persons.

Notice to Prospective Investors in Switzerland

              The notes may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange ("SIX") or on any other stock
exchange or regulated trading facility in Switzerland. This document has been prepared without regard to the disclosure standards for issuance
prospectuses under art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of
the SIX Listing Rules or the listing rules of any other stock exchange or regulated trading facility in Switzerland. Neither this document nor any
other offering or marketing material relating to the notes or the offering may be publicly distributed or otherwise made publicly available in
Switzerland.

              Neither this document nor any other offering or marketing material relating to the offering, the Company, the notes have been or will be
filed with or approved by any Swiss regulatory authority. In particular, this document will not be filed with, and the offer of the notes will not be
supervised by, the Swiss Financial Market Supervisory Authority FINMA (FINMA), and the offer of the notes has not been and will not be
authorized under the Swiss Federal Act on Collective Investment Schemes ("CISA"). The investor protection afforded to acquirers of interests in
collective investment schemes under the CISA does not extend to acquirers of the notes.

Notice to Prospective Investors in the Dubai International Financial Centre

              This prospectus relates to an Exempt Offer in accordance with the Offered Securities Rules of the Dubai Financial Services Authority
("DFSA"). This prospectus is intended for distribution only to
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persons of a type specified in the Offered Securities Rules of the DFSA. It must not be delivered to, or relied on by, any other person. The DFSA
has no responsibility for reviewing or verifying any documents in connection with Exempt Offers. The DFSA has not approved this prospectus
nor taken steps to verify the information set forth herein and has no responsibility for the prospectus. The notes to which this prospectus relates
may be illiquid and/or subject to restrictions on their resale. Prospective purchasers of the notes offered should conduct their own due diligence
on the notes. If you do not understand the contents of this prospectus you should consult an authorized financial advisor.

 LEGAL MATTERS

              Certain legal matters relating to the issuance of the notes offered by this prospectus will be passed upon for us by Gunderson Dettmer
Stough Villeneuve Franklin & Hachigian, LLP, Redwood City, California and Shearman & Sterling LLP, San Francisco, California. Attorneys
of Gunderson Dettmer Stough Villeneuve Franklin & Hachigian, LLP participating in legal matters in connection with the issuance of the notes
offered by this prospectus own 7,012 shares of our common stock. Davis Polk & Wardwell LLP, Menlo Park, California, is counsel to the
underwriters in connection with this offering.

 EXPERTS

              Ernst & Young LLP, independent registered public accounting firm, has audited our consolidated financial statements included in our
Annual Report on Form 10-K for the year ended December 31, 2011, and the effectiveness of our internal control over financial reporting as of
December 31, 2011, as set forth in their reports, which are incorporated by reference in this prospectus and elsewhere in the registration
statement. Our financial statements and management's assessment of the effectiveness of internal control over financial reporting as of
December 31, 2011 are incorporated by reference in reliance on Ernst & Young LLP's reports, given on their authority as experts in accounting
and auditing.
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