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XENCOR, INC.

111 West Lemon Avenue

Monrovia, California 91016

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On June 26, 2019

Dear Stockholder:

You are cordially invited to attend the 2019 Annual Meeting of Stockholders of Xencor, Inc., a Delaware corporation
(the “Company”) to be held on Wednesday, June 26, 2019 at 1:30 p.m. Pacific Time at the Company’s headquarters, 111
W. Lemon Ave., Monrovia, California 91016. We are holding the meeting for the following purposes:

1. To elect the nominees to the Board of Directors named in the accompanying proxy statement to serve for the
ensuing year and until their successors are elected;

2. To ratify the selection by the Audit Committee of the Board of Directors of RSM US LLP as the independent
registered public accounting firm of the Company for its fiscal year ending 2019;

3. To hold a non-binding advisory vote on the compensation of the Company’s named executive officers; and,

4. To conduct any other business properly brought before the meeting.

These items of business are more fully described in the Proxy Statement accompanying this Notice (the “Proxy

Statement”).

The record date for the Annual Meeting is April 29, 2019. Only stockholders of record at the close of business on that
date may vote at the meeting or any adjournment thereof.

Our Board of Directors recommends that you vote FOR the election of the director nominees and FOR Proposals 2
and 3

By Order of the Board of Directors

John J. Kuch
Secretary

Monrovia, California

April 30, 2019

You are cordially invited to attend the meeting in person. Whether or not you expect to attend the meeting, please
complete, date, sign and return the proxy mailed to you as promptly as possible in order to ensure your representation
at the meeting. Even if you have voted by proxy, you may still vote in person if you attend the meeting. Please note,
however, that if your shares are held of record by a broker, bank or other nominee and you wish to vote at the meeting,
you must obtain a proxy issued in your name from that record holder.
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XENCOR, INC.
111 West Lemon Avenue

Monrovia, California 91016

PROXY STATEMENT

FOR THE 2019 ANNUAL MEETING OF STOCKHOLDERS

To be held on June 26, 2019

QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING

Why did I receive a notice regarding the availability of proxy materials on the internet?

Pursuant to rules adopted by the Securities and Exchange Commission (the “SEC”), we have elected to provide access to
our proxy materials over the internet. Accordingly, we have sent you a Notice of Internet Availability of Proxy

Materials (the “Notice) because the Board of Directors (sometimes referred to as “our Board” or “the Board”) of Xencor,
Inc. (“Xencor” or the “Company”) is soliciting your proxy to vote at the 2019 Annual Meeting of Stockholders, including
at any adjournments or postponements of the meeting. All stockholders will have the ability to access the proxy

materials on the website referred to in the Notice or request to receive a printed set of the proxy

materials. Instructions on how to access the proxy materials over the internet or to request a printed copy may be

found in the Notice.

We intend to mail the Notice on or about May 13, 2019 to all stockholders of record entitled to vote at the annual
meeting.

Will I receive any other proxy materials by mail?

We may send you a proxy card, along with a second Notice, on or after May 23, 2019.

How do I attend the annual meeting?

The meeting will be held on Wednesday, June 26, 2019 at 1:30 p.m. local time at the Company’s headquarters, 111 W.
Lemon Ave., Monrovia, California 91016. Directions to the annual meeting may be found at: www.xencor.com.
Information on how to vote in person at the annual meeting is discussed below.

Who can vote at the annual meeting?

Only stockholders of record at the close of business on April 29, 2019 will be entitled to vote at the annual
meeting. On this record date, there were 56,352,379 shares of common stock outstanding and entitled to vote.

Stockholder of Record: Shares Registered in Your Name

If on April 29, 2019 your shares were registered directly in your name with the Company’s transfer agent,
Computershare, then you are a stockholder of record. As a stockholder of record, you may vote in person at the
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meeting, or vote by proxy. Whether or not you plan to attend the meeting, we urge you to vote by proxy to ensure
your vote is counted.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If on April 29, 2019 your shares were held, not in your name, but rather in an account at a brokerage firm, bank, dealer
or other similar organization, then you are the beneficial owner of shares held in “street name”. The Notice is being
forwarded to you by that organization. The organization holding your account is considered to be the stockholder of
record for purposes of voting at the annual meeting. As a beneficial owner, you have the right to direct your broker or
other agent regarding how to vote the shares in your account. You are also invited to attend the annual

meeting. However, since you

3
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are not the stockholder of record, you may not vote your shares in person at the meeting unless you request and obtain
a valid proxy from your broker or other agent.

What matters will be voted on at the annual meeting?
There are three matters scheduled for a vote at the annual meeting:

- Proposal 1: Election of the nominees to the Board named in the proxy statement to serve for the ensuing year and
until their successors are elected;

- Proposal 2: Ratification of selection by the Audit Committee of the Board of Directors of RSM US LLP as
independent registered public accounting firm of the Company for its fiscal year ending 2019; and

- Proposal 3: To approve, by non-binding vote, the compensation of the Company’s named executive officers as
disclosed in the Proxy Statement.

No cumulative voting rights are authorized, and dissenters’ rights are not applicable to these matters.

What if another matter is properly brought before the meeting?

The Board of Directors knows of no other matters that will be presented for consideration at the annual meeting. If
any other matters are properly brought before the meeting, it is the intention of the persons named in the
accompanying proxy to vote on those matters in accordance with their best judgment.

How do I vote?

For Proposal 1, you may either vote “For” all the nominees to the Board of Directors or you may “Withhold” your vote for
any nominee you specify. For Proposals 2 and 3, you may vote “For” or “Against” or abstain from voting.

The procedures for voting are as follows:
Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote in person at the annual meeting or vote by proxy. Proxy votes may be
cast either over the telephone, through the internet, or by using a proxy card that you may request or that we may elect
to deliver at a later time. Whether or not you plan to attend the meeting, we urge you to vote by proxy to ensure your
vote is counted. You may still attend the meeting and vote in person even if you have already voted by proxy.

To vote in person, come to the annual meeting and we will give you a ballot when you
arrive.

- To vote using the proxy card, simply complete, sign and date the proxy card that may be delivered and return it
promptly in the envelope provided. If you return your signed proxy card to us before the annual meeting, we will
vote your shares as you direct.

- Proxies submitted by the Internet or telephone must be received by 11:59 p.m., Eastern Time, on June 25, 2019.

- To vote over the telephone, dial toll-free 1-800-652-8683 using a touch-tone phone and follow the recorded
instructions. You will be asked to provide the company number and control number from the Notice.

- To vote through the internet, go to www.envisionreports.com/XNCR to complete an electronic proxy card. You will
be asked to provide the company number and control number from the Notice.
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Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner of shares registered in the name of your broker, bank, or other agent, you should have
received a Notice containing voting instructions from that organization rather than from Xencor. Simply follow the
voting instructions in the Notice to ensure that your vote is counted. To vote in person at the Annual Meeting, you

must obtain a valid proxy from your broker, bank or other agent. Follow the instructions from your broker or bank

included with these proxy materials, or contact your broker or bank to request a proxy form.

Internet proxy voting may be provided to allow you to vote your shares online, with procedures designed to ensure the
authenticity and correctness of your proxy vote instructions. However, please be aware that you must bear any costs
associated with your internet access, such as usage charges from internet access providers and telephone companies.

How many votes do I have?

On each matter to be voted upon, you have one vote for each share of common stock you own as of April 29, 2019.
What happens if I do not vote?

Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record and do not vote by completing your proxy card, or in person at the annual meeting,
your shares will not be voted.

Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner and do not instruct your broker, bank, or other agent how to vote your shares, the

question of whether your broker or nominee will still be able to vote your shares depends on whether the New York
Stock Exchange (“NYSE”) deems the particular proposal to be a “routine” matter. Brokers and nominees can use their
discretion to vote “uninstructed” shares with respect to matters that are considered to be “routine,” but not with respect to
“non-routine” matters. Under the rules and interpretations of the NYSE, “non-routine” matters are matters that may
substantially affect the rights or privileges of stockholders, such as mergers, stockholder proposals, elections of

directors (even if not contested), executive compensation (including any advisory stockholder votes on executive
compensation ), and certain corporate governance proposals, even if management-supported. Accordingly, your

broker or nominee may not vote your shares on Proposal 1 or 3 without your instructions, but may vote your shares on
Proposal 2.

What if I return a proxy card or otherwise vote but do not make specific choices?

If you return a signed and dated proxy card or otherwise vote without marking voting selections, your shares will be
voted, as applicable: “For” the election of all seven nominees for director, “For” ratification of selection by the Audit
Committee of the Board of Directors of RSM US LLP as independent registered public accounting firm of the
Company for its fiscal year ending 2019, and “For” the approval, by non-binding vote, of the compensation of our
named executive officers as disclosed in this Proxy Statement. If any other matter is properly presented at the
meeting, your proxy holder (one of the individuals named on your proxy card) will vote your shares using his or her
best judgment.

Who is paying for this proxy solicitation?
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We will pay for the entire cost of soliciting proxies. In addition to these proxy materials, our directors and employees
and Computershare may also solicit proxies in person, by telephone, or by other means of communication. Directors
and employees will not be paid any additional compensation for soliciting proxies, but Computershare will be paid its
customary fee of approximately $3,000, plus out-of-pocket expenses if it solicits proxies. We may also reimburse
brokerage firms, banks and other agents for the cost of forwarding proxy materials to beneficial owners.
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What does it mean if I receive more than one Notice?

If you receive more than one Notice, your shares may be registered in more than one name or in different
accounts. Please follow the voting instructions on the Notices to ensure that all of your shares are voted.

Can I change my vote after submitting my proxy?
Stockholder of Record: Shares Registered in Your Name

Yes. You can revoke your proxy at any time before the final vote at the meeting. If you are the record holder of your
shares, you may revoke your proxy in any one of the following ways:

You may submit another properly completed proxy card with a later date.

- You may send a timely written notice that you are revoking your proxy to Xencor, Inc.’s Secretary at 111 West
Lemon Avenue, Monrovia, California 91016.

- You may attend the annual meeting and vote in person. Simply attending the meeting will not, by itself, revoke
your proxy.

Your most current proxy card is the one that is counted.

Beneficial Owner: Shares Registered in the Name of Broker or Bank

If your shares are held by your broker or bank as a nominee or agent, you should follow the instructions provided by
your broker or bank.

When are stockholder proposals and director nominations due for next year’s annual meeting?

To be considered for inclusion in next year’s proxy materials, your proposal must be submitted in writing by

January 14, 2020, to the attention of the Secretary of Xencor, Inc. at 111 West Lemon Avenue, Monrovia, California
91016. If you wish to submit a proposal (including a director nomination) at the meeting that is not to be included in
next year’s proxy materials, your written request must be received by the Secretary for Xencor, Inc. between February
27,2020 and March 28, 2020. You are also advised to review the Company’s Bylaws, which contain

additional requirements about advance notice of stockholder proposals and director nominations.

How are votes counted?

Votes will be counted by the inspector of election appointed for the meeting, who will separately count, for the

proposal to elect directors, votes “For,” “Withhold” and broker non-votes; with respect to Proposals 2 and 3, votes “For’
and “Against,” abstentions and, if applicable, broker non-votes. Abstentions will be counted towards the respective vote
totals for Proposals 2 and 3 and will have the same effect as “Against” votes. Broker non-votes have no effect and will
not be counted towards the vote total for any proposal.

B

What are “broker non-votes”?

As discussed above, when a beneficial owner of shares held in “street name” does not give instructions to the broker or
nominee holding the shares as to how to vote on matters deemed by NYSE to be “non-routine,” the broker or nominee
cannot vote the shares. These unvoted shares are counted as “broker non-votes.”

11
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How many votes are needed to approve each proposal?

@ For Proposal 1, the election of directors, the seven nominees receiving the most “For” votes from the holders of
shares present in person or represented by proxy and entitled to vote on the election of directors will be elected.
Only votes “For” or “Withheld” will affect the outcome.

@ To be approved, Proposal 2 ratifying the selection by the Audit Committee of the Board of Directors of RSM US
LLP as the independent registered public accounting firm of the Company for its fiscal year ending 2019, we must
receive “For” votes from the holders of a majority of shares present in person or represented by proxy and entitled to
vote at the Annual Meeting. If you mark your proxy to “Abstain” from voting, it will have the same effect as an
“Against” vote. Broker non-votes will have no effect.

@ To be approved, Proposal 3 approving, by a non-binding advisory vote, the compensation of the Company’s named
executive officers as disclosed herein, we must receive “For” votes from the holders of a majority of shares present in
person or represented by proxy and entitled to vote at the Annual Meeting. If you mark your proxy to “Abstain” from
voting, it will have the same effect as an “Against” vote. Broker non-votes will have no effect.

What is the quorum requirement?

A quorum of stockholders is necessary to hold a valid meeting. A quorum will be present if stockholders holding at
least a majority of the outstanding shares entitled to vote are present at the meeting in person or represented by
proxy. On the record date, there were 56,352,379 shares outstanding and entitled to vote. Thus, the holders of
28,176,190 shares must be present in person or represented by proxy at the meeting to have a quorum.

Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on your behalf
by your broker, bank or other nominee) or if you vote in person at the meeting. Abstentions and broker non-votes will
be counted towards the quorum requirement. If there is no quorum, the holders of a majority of shares present at the
meeting in person or represented by proxy may adjourn the meeting to another date.

How can I find out the results of the voting at the annual meeting?

Preliminary voting results will be announced at the annual meeting. In addition, final voting results will be published
in a current report on Form 8-K that we expect to file within four business days after the annual meeting. If final
voting results are not available to us in time to file a Form 8-K within four business days after the meeting, we intend
to file a Form 8 K to publish preliminary results and, within four business days after the final results are known to us,
file an additional Form 8-K to publish the final results.

7
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Proposal 1
Election Of Directors

Xencor, Inc.’s Board of Directors currently consists of seven directors and there are seven nominees for director this
year. Each director to be elected and qualified will hold office until the next annual meeting of stockholders and until
his or her successor is elected, or, if sooner, until the director’s death, resignation or removal. Each of the nominees
listed below is currently a director of the Company who was previously elected by the stockholders, except for Dr.
Ellen G. Feigal M.D. who was recommended for nomination to the Company’s Board by Dr. Bruce Montgomery, a
non-management director of the Company at the time of the recommendation. It is the Company’s policy to invite
nominees for directors to attend the annual meeting. Six directors attended our 2018 Annual Meeting of Stockholders.

Directors are elected by a plurality of the votes of the holders of shares present in person or represented by proxy and
entitled to vote on the election of directors. The seven nominees receiving the highest number of affirmative votes will
be elected.

Nominees

The following is a brief biography of each nominee for director and a discussion of the specific experience,
qualifications, attributes or skills of each nominee that led the Nominating and Corporate Governance Committee to
recommend that person as a nominee for director, as of the date of this Proxy Statement.

The Nominating and Corporate Governance Committee (the “Nominating Committee”) seeks to assemble a board that,
as a whole, possesses the appropriate balance of professional and industry knowledge, financial expertise and
high-level management experience necessary to oversee and direct the Company’s business. To that end, the
Nominating Committee has identified and evaluated nominees in the broader context of the board’s overall
composition, with the goal of recruiting members who complement and strengthen the skills of other members and
who also exhibit integrity, collegiality, sound business judgment and other qualities that the Nominating Committee
views as critical to effective functioning of the Board. The brief biographies below include information, as of the date
of this Proxy Statement, regarding the specific and particular experience, qualifications, attributes or skills of each
director or nominee that led the Nominating Committee to recommend that person as a nominee. However, each of
the members of the Nominating Committee may have a variety of reasons why he or she believes a particular person
would be an appropriate nominee for the Board, and these views may differ from the views of other members.

Name Age Position Held with the Company

Dr. Bassil I. Dahiyat 48 Director, President and Chief Executive Officer
Dr. Kevin Gorman 60 Director

Mr. Kurt Gustafson 51 Director

Mr. Richard J. Ranieri 66 Director

Mr. Yujiro Hata 45 Director

Dr. A. Bruce Montgomery 65 Director

Dr. Ellen G. Feigal 64 Director

Bassil I. Dahiyat, Ph.D. has served as our President and Chief Executive Officer since February 2005 and as a member
of our Board of Directors since August 1997. Dr. Dahiyat co-founded Xencor in 1997 and, from 1997 to 2003, served
as our Chief Executive Officer and, from 2003 to 2005, served as our Chief Scientific Officer. Dr. Dahiyat currently
serves on the board of directors of Kodiak Sciences Inc., a publicly traded company. In 2005, Dr. Dahiyat was

14
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recognized as a technology pioneer by the World Economic Forum. Additionally, Dr. Dahiyat was named one of
2003's Top 100 Young Innovators by MIT's Technology Review magazine for his work on protein design and its
development for therapeutic applications and has received awards from the American Chemical Society, the
Controlled Release Society and the California Institute of Technology. Dr. Dahiyat holds a Ph.D. in Chemistry from
the California Institute of Technology and B.S. and M.S.E. degrees in Biomedical Engineering from Johns Hopkins
University. We believe Dr. Dahiyat's experience in the pharmaceutical industry and as one of our founders qualifies
him to serve on our Board of Directors.

8
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Kevin Gorman, Ph.D. joined our Board of Directors in April 2017. He has more than 27 years in the life science
business including senior roles in finance, business development and operations. Dr. Gorman is a founder

of Neurocrine Biosciences, Inc. He was appointed President and Chief Executive Officer of the Company in January
2008 after having served as Executive Vice President and Chief Operating Officer since September 2006 and prior to
that, as Executive Vice President and Chief Business Officer and Senior Vice President of Business Development. He
has served on the Board of Directors since January 2008. From 1990 until 1993, Dr. Gorman was a principal of
Avalon Medical Partners, L.P. where he was responsible for the early stage founding of the company and several other
biotechnology companies such as Onyx Pharmaceuticals, Inc., Metra Biosystems, Inc., Idun Pharmaceuticals, Inc. and
ARIAD Pharmaceuticals, Inc. Dr. Gorman received his Ph.D. in immunology and M.B.A. in Finance from the
University of California, Los Angeles and did further post-doctoral training at The Rockefeller University. We believe
that Dr. Gorman’s experience in biotechnology company leadership roles and his educational background qualify him
to serve on our Board of Directors.

Kurt Gustafson joined our Board of Directors in July 2014. He has more than 25 years of diverse experience in
corporate finance, with 15 years in senior management roles leading the finance departments of multi-faceted,
dynamic and growth-oriented biopharmaceutical industry organizations. Currently, Mr. Gustafson serves as Executive
Vice President, Chief Financial Officer and Principal Accounting Officer at Spectrum Pharmaceuticals, Inc., a
position he has held since June 2013. Mr. Gustafson currently serves on the board of directors of ChromaDex
Corporation, a publicly traded company. From April 2009 to June 2013, he served as Chief Financial Officer at
Halozyme Therapeutics, Inc., a publicly-traded biopharmaceutical company. Before Halozyme, Mr. Gustafson worked
at Amgen, Inc. for over 18 years holding various positions in finance including Treasurer, Vice President, Finance and
Chief Financial Officer of Amgen International based in Switzerland. Mr. Gustafson holds a Bachelor of Arts degree
in accounting from North Park University in Chicago and an M.B.A. from University of California, Los Angeles. We
believe Mr. Gustafson’s experience in biotechnology company leadership and finance and his educational background
qualify him to serve on our Board of Directors.

Yujiro S. Hata joined the Board of Directors in July 2015. He has more than 20 years of biotechnology company
experience. Since August 2015 he has served as co-founder, Chief Executive Officer and member of the board of
directors of IDEAY A Biosciences, a private oncology company. In 2015 Mr. Hata served as chief operating officer at
immuno-oncology company FLX Bio, where he oversaw all business operations, mergers and acquisitions, and
licensing. Prior to that Mr. Hata served as chief operating officer at immuno-oncology companies, Flexus Biosciences
and spinout FLX Bio, until Flexus Biosciences’ acquisition by Bristol-Meyers Squibb in April 2015. From 2010 until
its acquisition by Amgen in October 2013, Mr. Hata was Vice President, Corporate Development and Strategy at
Onyx Pharmaceuticals, where he held various leadership roles, including head of mergers and acquisitions, and
licensing, and head of corporate strategy and strategic asset management. From 2002 to 2010, he served in various
roles as Vice President, Senior Vice President, and Chief Business Officer at Enanta Pharmaceuticals, and earlier in
his career served in business and corporate development roles at Genome Therapeutics Corporation, McKinsey and
Company and ImClone Systems Incorporated. Mr. Hata obtained his MBA at Wharton as a Henry J. Kaiser recipient
and completed undergraduate studies in Chemistry at Oxford University and Colorado College. Mr. Hata serves on the
board of directors at Expansion Therapeutics, a private biotechnology company and on the board of visitors of the
Moores Cancer Center, at the University of California, San Diego. We believe that Mr. Hata’s experience in
biotechnology company leadership and his background in strategy, corporate development and biotechnology
company transactions qualify him to serve on our Board of Directors.

Bruce Montgomery, M.D. joined our Board of Directors in March 2015. Dr. Montgomery has more than 25 years of
drug development, operations and financing experience, including positions at Genentech, Inc., Pathogenesis
Corporation, Corus Pharma, and Gilead Sciences, Inc. He is currently Chief Executive Officer and a member of the
board of directors of Avalyn Pharma (formerly Genoa Pharmaceuticals), a private biotechnology company which he
joined in 2017. From 2011 to 2016, he was Chief Executive Officer and a member of the board of directors of Cardeas

16
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Pharma, a private biotechnology company that he founded in 2010. From August 2006 to May 2011, Dr. Montgomery
served as Senior Vice President of Gilead Sciences, Inc. and prior to that, served for six years as Chief Executive
Officer of Corus Pharma, a specialized biotechnology company that he founded, which was acquired by Gilead in
2006. While at Gilead, Dr. Montgomery successfully led the development of Cayston (aztreonam) as a treatment for
cystic fibrosis patients. Dr. Montgomery also served as Executive Vice President of Research and Development at
PathoGenesis Corporation until its acquisition by Chiron Corporation in 2000. He has served as a board member for
ZymoGenetics, Inc. and is currently on the board of Alder Biopharmaceuticals and Cytodyn, Inc. Dr. Montgomery is
a board-certified internist and

9
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pulmonologist. Dr. Montgomery received his B.S. in Chemistry (Magna cum Laude, Outstanding Chemistry Major
(Merck Award)), and M.D. (Alpha Omega Alpha Honor Medical Society) from the University of Washington,
Seattle. We believe that Dr. Montgomery’s executive leadership experience in pharmaceutical and biotechnology
company drug development and his educational background qualify him to serve on our Board of Directors.

Richard J. Ranieri joined our Board of Directors in December 2017. Mr. Ranieri has more than 20 years of senior
level biopharma human resource experience and currently serves as a senior advisor to BioMarin Pharmaceutical Inc
and from September 2013 through December 2018 he served as executive vice president of human resources and
corporate affairs for the company. Previously Mr. Ranieri served as executive vice president, human resources at
Dendreon Pharmaceuticals from 2010 to 2013, and executive vice president, human resources and administration at
Sepracor, Inc. Earlier in his career, Mr. Ranieri served in executive positions at Neurocrine Biosciences, Inc.,
Genencor International, and Smithkline Beecham. He received a B.A. from Villanova University, and an M.A. in
organizational behavior from Rider University. We believe that Mr. Ranieri’s leadership experience in human
resources with biotechnology organizations qualify him to serve on our Board of Directors.

Ellen G Feigal, joined our Board of Directors in November 2018. Dr. Feigal is a partner at NDA Partners, a strategy
consulting firm, where she leads efforts in designing and executing product development and regulatory strategies in
the areas of cell therapies, medical imaging, hematology and oncology. She is also adjunct faculty at the Sandra Day
O'Connor College of Law, Arizona State University, where she teaches FDA drug law and medical research ethics and
law. Dr. Feigal previously served as senior vice president of research and development at the California Institute for
Regenerative Medicine; executive medical director, global development, at Amgen; and chief medical officer at Insys
Therapeutics. She was a founding director of the American Course on Drug Development and Regulatory Sciences at
the University of California, San Francisco. Prior to UCSF, Dr. Feigal was director of medical devices and imaging at
the Critical Path Institute and Vice President of clinical sciences at the Translational Genomics Research Institute.
From 1992 to 2004, she held leadership roles at the National Cancer Institute, where she directed the Division of
Cancer Treatment and Diagnosis after serving as deputy director of the division and as a senior investigator in the
Cancer Therapy Evaluation Program. Dr. Feigal received her M.D. from the University of California, Davis and
completed an internal medicine residency at Stanford University and a hematology/oncology fellowship at University
of California, San Francisco. We believe that Dr. Feigal’s leadership and experience in regulatory affairs and drug
development and her educational background qualify her to serve on our Board of Directors.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS

A VOTE IN FAVOR OF EACH NAMED NOMINEE.

10
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Director Compensation

We have adopted a Director Compensation Policy for our non-employee directors. Our directors who are employees
are compensated for their services as employees and do not receive additional compensation for serving on our Board.
In March 2017, our Board of Directors adopted a revised compensation policy applicable to all of our non-employee
directors that became effective upon the date of the adoption. Under the director compensation policy, our
non-employee directors receive an annual retainer of $40,000, to be pro rata if he or she is serving as director for less
than a full year. Our chair, or lead director, receives an additional retainer of $30,000. In addition, all non-employee
directors who serve on one or more committees are eligible to receive the following committee fees:

Committee Member Annual Retainer ~ Chair Annual Retainer
Audit Committee 3,500 ?5,000
Compensation Committee 2 ,000 ?2,000
Nominating and Corporate
Governance Committee 2 ,000 3,500

Board fees are paid quarterly in arrears. We also have reimbursed and will continue to reimburse all of our
non-employee directors for their travel, lodging and other reasonable expenses incurred in attending meetings of our
Board of Directors and committees of our Board of Directors.

In addition, non-employee directors are entitled to receive an option to purchase shares of our common stock upon
initial election or appointment to the Board (the “Initial Grant”) and an option to purchase shares of common stock
annually thereafter (the “Annual Grant”). Previous to September 2018, the amount of shares subject to the Initial Grant
was 15,000 and the amount of shares subject to the Annual Grant was 7,500.

In 2018, the Board engaged an independent consultant to review the board’s compensation practices relative to its peer
group and, based on this review in September 2018 the Board amended the board compensation policy to reflect a

fixed dollar approach for equity compensation which can include either stock options or restricted stock units (“RSUSs”).
Effective for board equity grants issued after the date of the amendment, the Initial Grant to eligible directors will

have a fixed dollar value of $400,000 and the Annual Grant to eligible directors will have a fixed dollar value of
$275,000. The equity values will be based on the Black Scholes valuation model using a three-month trailing average
closing price of our common stock. The Initial Grant vests one-third on the first anniversary of the grant and the
remainder monthly over the next 24 months thereafter. The Annual Grant options vest monthly over 12 months from
the date of grant.

The following table sets forth information concerning the compensation that we paid or awarded during the year
ended December 31, 2018 to each of our non-employee directors:

Fees Earned or
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Paid in Cash

Name(1) &)

A. Bruce Montgomery 91,031
Kevin Gorman 48,750

Kurt Gustafson 57,500
Yujiro S. Hata 52,500
Richard Ranieri 50,233

Ellen G. Feigal 5,978

Option
Awards(1)
182,633
182,633
182,633
182,633
182,633
403,779

Total
&)
273,664
231,383
240,133
235,133
232,866
409,757

() In accordance with SEC rules, this column reflects the aggregate grant date fair value of the option awards granted

11

during 2018 computed in accordance with ASC 718. Assumptions used in the calculation of these amounts are

included in Note 7 to our financial statements.
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The following table sets forth the aggregate number of shares subject to outstanding stock options held by
non-employee directors as of December 31, 2018:

Total Shares
Subject to Options

Name 2018 Awards At 12/31/18
A Bruce Montgomery 7,500 37,500
Kevin Gorman 7,500 30,000
Kurt Gustafson 7,500 37,500
Yujiro S. Hata 7,500 37,500
Richard Ranieri 7,500 22,500
Ellen G. Feigal 15,037 15,037

Each of the option grants described above will vest and become exercisable subject to the director's continuous service
to us, provided that each option will vest in full upon a change of control (as defined under our 2013 Equity Incentive
Plan). The term of each option will be 10 years. The options will be granted under our 2013 Equity Incentive Plan, the
terms of which are described in more detail above under "—Equity Benefit Plans—2013 Equity Incentive Plan."

12
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Proposal 2

Ratification of Selection of Independent Registered Public
Accounting Firm

The Audit Committee has selected RSM US LLP as the Company’s independent registered public accounting firm for
the fiscal year ending December 31, 2019 and has further directed that management submit the selection of
independent registered public accounting firm for ratification by the stockholders at the annual meeting. RSM US LLP
has audited the Company’s financial statements since 2015. Representatives of RSM US LLP are expected to be
present at the annual meeting. They will have an opportunity to make a statement if they so desire and will be
available to respond to appropriate questions.

Neither the Company’s Bylaws nor other governing documents or law require stockholder ratification of the selection
of RSM US LLP as the Company’s independent registered public accounting firm. However, the Audit Committee is
submitting the selection of RSM US LLP to the stockholders for ratification as a matter of good corporate practice. If
the stockholders fail to ratify the selection, the Audit Committee will reconsider whether or not to retain that

firm. Even if the selection is ratified, the Audit Committee in its discretion may direct the appointment of different
independent auditors at any time during the year if they determine that such a change would be in the best interest of
the Company and its stockholders.

The affirmative vote of the holders of a majority of the shares present in person or represented by proxy and entitled to
vote at the annual meeting will be required to ratify the selection of RSM US LLP. Abstentions will be counted
toward the tabulation of votes on proposals presented to the stockholders and will have the same effect as negative
votes. Broker non-votes (if any) are counted towards a quorum, but are not counted for any purpose in determining
whether this matter has been approved.

The Board Of Directors Recommends

A Vote In Favor Of Proposal 2.

13
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Principal Accountant Fees and Services
The following table represents aggregate fees billed to the Company for the fiscal years ended December 31, 2018 and

December 31, 2017, by RSM US, LLP, the Company’s current principal accountant. All fees described below were
approved by the Audit Committee.

Fiscal Year

Ended

2018 2017

(in thousands)
Audit Fees (1) $ 423 $ 500
Audit-related Fees 89 28
Tax Fees 40 15
Total Fees $ 552 $ 543

(1) Audit fees for 2018 and 2017 were for professional services rendered for the audits of our financial statements,
attestation services with respect to our internal controls over financial reporting and reviews of quarterly financial
statements.

2 Audit related fees in 2018 and 2017 consist of professional fees for review of our registration statements filings
and consents, comfort letters and consultations concerning financial accounting.

() Tax fees in 2018 and 2017 reflect professional services for compliance including preparation of our corporate
income tax returns and related tax consulting.

During the fiscal year ended December 31, 2018, none of the total hours expended on the Company’s financial

audit by RSM US LLP were provided by persons other than RSM US LLP full-time permanent employees.

Pre-Approval Policies and Procedures.
The Audit Committee pre-approves all audit and non-audit services rendered by the Company’s independent registered
public accounting firm. This policy is set forth in the charter of the Audit Committee and is available on the Corporate

Governance section of our website.

14
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Advisory Vote on Executive Compensation

Our Compensation Discussion and Analysis, which appears later in this Proxy Statement, describes our executive
compensation program and the compensation decisions that the Compensation Committee and our Board of Directors
made in 2018 with respect to the compensation of our named executive officers (listed in the section below captioned
“Executive Officers”). In 2016, stockholders voted, on an advisory basis, to hold an annual advisory vote on the
compensation of our named executive officers. As required pursuant to Section 14A of the Securities Exchange Act,
our Board of Directors is asking that stockholders cast a non-binding, advisory vote FOR the following resolution:

“RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed pursuant to
Item 402 of Regulation S-K, including the Compensation Discussion and Analysis, compensation tables and narrative
discussion, is hereby APPROVED.”

As we describe in our Compensation Discussion and Analysis beginning on page 25, our executive compensation
program embodies a pay-for-performance philosophy that supports our business strategy and aligns the interests of our
executives with our stockholders. In particular, our compensation program rewards financial, strategic and operational
performance and the goals set for each performance category are intended to support our long-range plans.

You are urged to read the Compensation Discussion and Analysis section of this Proxy Statement, which discusses in
detail how our compensation policies and procedures implement our compensation philosophy. Although the vote you
are being asked to cast is non-binding, we value the views of our stockholders, and the Compensation Committee and
our Board of Directors will consider the outcome of the vote when making future compensation decisions for our
named executive officers.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF PROPOSAL 3
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Independence of The Board of Directors

As required under the NASDAQ Stock Market (“NASDAQ”) listing standards, a majority of the members of a listed
company’s Board of Directors must qualify as “independent,” as affirmatively determined by the Board of Directors. The
Board consults with the Company’s counsel to ensure that the Board’s determinations are consistent with relevant
securities and other laws and regulations regarding the definition of “independent,” including those set forth in pertinent
listing standards of NASDAQ, as in effect from time to time.

Consistent with these considerations, after review of all relevant identified transactions or relationships between each
director, or any of his or her family members, and the Companys, its senior management and its independent auditors,
the Board has affirmatively determined that the following directors are independent directors within the meaning of
the applicable NASDAAQ listing standards: Dr. Gorman, Mr. Gustafson, Mr. Hata, Dr. Montgomery, Mr. Ranieri and
Dr. Feigal. In making this determination, the Board found that none of these directors or nominees for director had a
material or other disqualifying relationship with the Company.

Board Leadership Structure

The Board of Directors has a Lead Board Member, Dr. Bruce Montgomery, who has authority, among other things, to
call and preside over Board of Directors meetings. As a general policy, the Board of Directors believes that separation
of the position of Lead Board Member and Chief Executive Officer reinforces the independence of the Board from
management, creates an environment that encourages objective oversite of management’s performance and enhances
the effectiveness of the Board as a whole. We have a separate chair for each committee of the Board of Directors. The
chairs of each committee are expected to report annually to the Board of Directors on the activities of their committee
in fulfilling their responsibilities as detailed in their respective charters or specify any shortcomings should that be the
case.

Role of the Board in Risk Oversight

The Audit Committee of the Board of Directors is primarily responsible for overseeing our risk management
processes on behalf of the Board of Directors. In its regular meetings, the Audit Committee receives information from
management regarding our assessment of risks. In addition, the Audit Committee reports regularly to the Board of
Directors, which also considers our risk profile. The Audit Committee and the Board of Directors focus on the most
significant risks we face and our general risk management strategies. While the Board of Directors oversees our risk
management, management is responsible for day-to-day risk management processes. Our Board of Directors expects
management to consider risk and risk management in each business decision, to proactively develop and monitor risk
management strategies and processes for day-to-day activities and to effectively implement risk management
strategies adopted by the Audit Committee and the Board of Directors. We believe this division of responsibilities is
the most effective approach for addressing the risks we face and that our Board of Directors’ leadership structure,
which also emphasizes the independence of the Board of Directors in its oversight of its business and affairs, supports
this approach.

Meetings of The Board of Directors
The Board of Directors met seven times during the last fiscal year as well as four times in executive
session. Additionally, the Board of Directors acted by written consent three time during 2018. All Board members

attended at least 75% of the aggregate number of meetings of the Board and of the committees on which they served,
held during the portion of the last fiscal year for which they were directors or committee members, respectively.
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Information Regarding Committees of the Board of Directors
The Board has three committees: an Audit Committee, a Compensation Committee and a Nominating and Corporate

Governance Committee. The following table provides membership and meeting information for fiscal year 2018 for
each of the Board committees:

Nominating and

Corporate
Name Audit Compensation Governance
Mr. Kurt Gustafson **(1) X* X
Mr. Yujiro S. Hata X X
Dr. A. Bruce Montgomery (2) X X X*
Dr. Kevin Gorman X X
Mr. Richard Ranieri (3) X*
Dr. Ellen Feigal (4)
Total meetings in fiscal 2018 4 6 1

*  Current Committee Chairperson
**  Financial Expert

() Mr. Gustafson was a member of the compensation committee from January 1, 2018 through February 23, 2018.

2> Dr. Montgomery was chairman of the compensation committee from January 1, 2018 through February 23, 2018.

(3 Mr. Ranieri was appointed chairman of the compensation committee February 23, 2018.

4 Dr. Feigal was appointed to the board in November 2018 and as a member of the nominating and corporate
governance committee in February 2019.

Below is a description of each committee of the Board of Directors. Each of the committees has authority to engage

legal counsel or other experts or consultants, as it deems appropriate to carry out its responsibilities. The Board of

Directors has determined that, except as specifically described below, each member of each committee meets the

applicable NASDAQ rules and regulations regarding “independence” and that each member is free of any relationship

that would impair his or her individual exercise of independent judgment with regard to the Company.

Board Committees

Audit Committee

The Audit Committee of the Board of Directors was established by the Board in accordance with Section 3(a)(58)(A)

of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), to oversee the Company’s corporate

accounting and financial reporting processes and audits of its financial statements.

For this purpose, the Audit Committee performs several functions, among other things:

- evaluates the performance of and assesses the qualifications of the independent auditors; determines and approves
the engagement of the independent auditors;

- determines whether to retain or terminate the existing independent auditors or to appoint and engage new
independent auditors;
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reviews and approves the retention of the independent auditors to perform any proposed permissible non-audit
services;
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- monitors the rotation of partners of the independent auditors on the Company’s audit engagement team as required
by law;

- prior to engagement of any independent auditor, and at least annually thereafter, reviewing relationships that may
reasonably thought to bear on their independence, and assessing and otherwise taking the appropriate action to
oversee the independence of our independent auditor;

- reviews and approves or rejects transactions between the Company and any related persons in accordance with our
related party transaction policy and reviewing and monitoring compliance with legal and regulatory responsibilities,
including our code of business conduct and ethics;

- reviewing with management and the independent auditors significant issues that arise regarding accounting
principles and financial statement presentation and matters concerning the scope, adequacy and effectiveness of
internal controls over financial reporting;

- establishes procedures, as required under applicable law, for the receipt, retention and treatment of complaints
received by the Company regarding accounting, internal accounting controls or auditing matters and the confidential
and anonymous submission by employees of concerns regarding questionable accounting or auditing matters;

- reviewing with management and our auditors any earnings announcements and other public announcements
regarding material developments;
preparing the report that the SEC requires in our annual proxy statement;
reviewing on a periodic basis our investment policy;
reviewing our major financial risk exposures;

- reviewing the Company’s annual audited financial statements and quarterly financial statements with management
and the independent auditor, including a review of the Company’s disclosures under “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” and,

- reviewing on an annual basis the performance of the Audit Committee, including compliance of the Audit
Committee with its charter.

The Audit Committee is currently composed of three directors: Mr. Gustafson, Mr. Hata and Dr. Montgomery. The

Audit Committee met four times during the fiscal year. The Audit Committee has adopted a written charter that is

available to stockholders on the Company’s website at www.xencor.com.

The Board of Directors reviews the NASDAQ listing standards definition of independence for Audit Committee
members on an annual basis and has determined that all members of the Company’s Audit Committee are independent
(as independence is currently defined in Rule 5605(c)(2)(A)(i) and (ii) of the NASDAAQ listing standards). Our
Board of Directors has determined that each member of the Audit Committee meets the requirements for
independence under the NASDAQ listing standards.

The Board of Directors has determined that Mr. Gustafson qualifies as an “audit committee financial expert,” as defined
in applicable SEC rules. The Board made a qualitative assessment of Mr. Gustafson’s level of knowledge and
experience based on a number of factors, including his formal education and experience as a chief financial officer at
other publicly traded biopharmaceutical companies.

18
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Report of the Audit Committee of the Board of Directors*

The Audit Committee has reviewed and discussed the audited financial statements for the fiscal year ended December
31, 2018 with management of the Company. The Audit Committee has discussed with the independent registered
public accounting firm the matters required to be discussed by Auditing Standard No. 61, Communications with Audit
Committees, as adopted by the Public Company Accounting Oversight Board (“PCAOB”). The Audit Committee has
also received the written disclosures and the letter from the independent registered public accounting firm required by
applicable requirements of the PCAOB regarding the independent accountants’ communications with the audit
committee concerning independence, and has discussed with the independent registered public accounting firm the
accounting firm’s independence. Based on the foregoing, the Audit Committee has recommended to the Board of
Directors that the audited financial statements be included in the Company’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2018.

Mr,. Kurt Gustafson, Committee Chair
Mr. Yujiro Hata
Dr. A. Bruce Montgomery

*The material in this report is not “soliciting material,” is not deemed ““filed”” with the Commission and is not to be
incorporated by reference in any filing of the Company under the Securities Act of 1933, as amended, or the Exchange
Act, whether made before or after the date hereof and irrespective of any general incorporation language in any such
filing.

Compensation Committee

The Compensation Committee is currently composed of three directors: Mr. Ranieri, Dr. Gorman, and Dr.
Montgomery. All members of the Company’s Compensation Committee are independent (as independence is currently
defined in Rule 5605(a)(2) of the NASDAQ listing standards). The Compensation Committee met six times during the
2018. The Board has adopted a written Compensation Committee charter that is available to stockholders on the
Company’s website at www.xencor.com.

The Compensation Committee of the Board of Directors acts on behalf of the Board to review and recommend for
adoption and oversee the Company’s compensation strategy, policies, plans and programs, including:

- reviewing, modifying and approving (or if it deems appropriate, making recommendations to the full Board of
Directors regarding) our overall compensation strategy and policies;

- reviewing and approving (or, if it deems appropriate, making recommendations to the full Board of Directors
regarding) the compensation and other terms of employment of our executive officers;

- reviewing and approving (or, if it deems appropriate, making recommendations to the full Board of Directors
regarding) performance goals and objectives relevant to the compensation of our executive officers and assessing
their performance against these goals and objectives;

- reviewing and approving (or if it deems it appropriate, making recommendations to the full Board of Directors
regarding) the equity incentive plans, compensation plans and similar programs advisable for us, as well as
modifying, amending or terminating existing plans and programs;

- evaluating risks associated with our compensation policies and practices and assessing whether risks arising from
our compensation policies and practices for our employees are reasonably likely to have a material adverse effect on
us;
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- reviewing and approving (or, if it deems appropriate, making recommendations to the full Board of Directors
regarding) the type and amount of compensation to be paid or awarded to our non-employee Board members;
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- establishing policies with respect to votes by our stockholders to approve executive compensation to the extent
required by Section 14A of the Exchange Act, and to the extent applicable, determining our recommendations
regarding the frequency of advisory votes on executive compensation;

- reviewing and assessing the independence of compensation consultants, legal counsel and other advisors as required
by Section 10C of the Exchange Act, as well as applicable NASDAQ rules and regulations;

- reviewing any conflicts of interest raised by the work of any compensation consultant that had any role in
determining or recommending the amount or form of executive or director compensation and how such conflict is
being addressed for disclosure in our proxy statements to be filed with the SEC;
administering our equity incentive plans;
establishing policies with respect to equity compensation arrangements;

- reviewing and approving (or, if it deems appropriate, making recommendations to the full Board of Directors
regarding) the terms of any employment agreements, severance arrangements, change in control protections and any
other compensatory arrangements for our executive officers;
reviewing the adequacy of its charter on a periodic basis;

- to the extent applicable, reviewing with management and approving our disclosures under the caption “Compensation
Discussion and Analysis” in our periodic reports or proxy statements to be filed with the SEC
preparing the report that the SEC requires in our annual proxy statements; and
reviewing and assessing on an annual basis the performance of the Compensation Committee

We believe that the composition and functioning of our Compensation Committee complies with all applicable

requirements of the Sarbanes-Oxley Act of 2002, and all applicable SEC and NASDAQ rules and regulations. We

intend to comply with future requirements to the extent they become applicable to us.

Compensation Committee Interlocks and Insider Participation

The members of the Compensation Committee as of December 31, 2018 were Dr. Montgomery, Mr. Ranieri and Dr.
Gorman, with Mr. Ranieri acting as chair. No member of the Compensation Committee has ever been an officer or
employee of the Company. None of our executive officers currently serve, or has served during the last completed
fiscal year, on the Compensation Committee or board of directors of any other entity that has one or more executive
officers serving as a member of our Board of Directors or Compensation Committee.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee of the Board of Directors is responsible for among other
things:

- identifying, reviewing and evaluating candidates to serve as directors of the Company (consistent with criteria
approved by the Board),
reviewing and evaluating incumbent directors,
recommending to the Board for selection candidates for election to the Board of
Directors,

20
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making recommendations to the Board regarding the membership of the committees of the Board,

considering and assessing the independence of members of our Board of Directors,

reviewing the adequacy of its charter on an annual basis,

assessing the performance of the Board,

monitoring the Company’s adherence to its Code of Business Conduct and Ethics and,
- annually evaluating the performance of the Nominating and Corporate Governance Committee.
We believe that the composition and functioning of our Nominating and Corporate Governance Committee complies
with all applicable requirements of the Sarbanes-Oxley Act of 2002, and all applicable SEC and NASDAQ rules and
regulations. We intend to comply with future requirements to the extent they become applicable to us.

The Nominating and Corporate Governance Committee is currently composed of four directors: Mr. Gorman, Dr.
Montgomery, Dr. Feigal and Mr. Hata with Dr. Montgomery acting as committee chair. All members of the
Nominating and Corporate Governance Committee are independent (as independence is currently defined in Rule
5605(a)(2) of the NASDAQ listing standards).

The Nominating and Corporate Governance Committee believes that candidates for director, both individually and
collectively, can and do provide the integrity, experience, judgment, commitment (including having sufficient time to
devote to the Company and level of participation), skills, diversity and expertise appropriate for the Company. In
assessing the candidates, both individually and collectively, the Nominating and Corporate Governance Committee
may consider the current needs of the Board and the Company to maintain a balance of knowledge, experience and
capability in various areas. However, the Nominating and Corporate Governance Committee retains the right to
modify these qualifications from time to time. Candidates for director nominees are reviewed in the context of the
current composition of the Board, the operating requirements of the Company and the long-term interests of
stockholders. In conducting this assessment, the Nominating and Corporate Governance Committee typically
considers diversity, age, skills and such other factors as it deems appropriate given the current needs of the Board and
the Company, to maintain a balance of knowledge, experience and capability.

In the case of incumbent directors whose terms of office are set to expire, the Nominating and Corporate Governance
Committee reviews these directors’ overall service to the Company during their terms, including the number of
meetings attended, level of participation, quality of performance and any other relationships and transactions that
might impair the directors’ independence. In the case of new director candidates, the Nominating and Corporate
Governance Committee also determines where the nominee is independent for NASDAQ purposes, which
determination is based upon applicable NASDAQ listing standards, applicable SEC rules and regulations and the
advice of counsel, if necessary. The Nominating and Corporate Governance Committee then uses its network of
contacts to compile a list of potential candidates, but may also engage, if it deems appropriate, a professional search
firm. The Nominating and Corporate Governance Committee conducts any appropriate and necessary inquiries into
the backgrounds and qualifications of possible candidates after considering the function and needs of the Board. The
Nominating and Corporate Governance Committee meets to discuss and consider the candidates’ qualifications and
then selects a nominee for recommendations to the Board by majority vote.

The Nominating and Corporate Governance Committee will consider director candidates recommended by
stockholders. The Nominating and Corporate Governance Committee does not intend to alter the manner in which it
evaluates candidates, including the minimum criteria set forth above, based on whether or not the candidate was
recommended by a stockholder. Stockholders who wish to recommend individuals for consideration by the
Nominating and Corporate Governance Committee to become nominees for election to the Board may do so by
delivering a written recommendation to the Nominating and Corporate Governance Committee at the following
address: 111 West Lemon Avenue, Monrovia, CA 91016, Attn: Secretary, no later than the 90th day and no earlier
than the 120th day prior to the one year anniversary of the preceding year’s annual meeting. Submissions must include
(1) the name and address of the Company stockholder on whose behalf the submission is made; (2) number of

33



Edgar Filing: Xencor Inc - Form DEF 14A

Company shares that are owned beneficially

21

34



Edgar Filing: Xencor Inc - Form DEF 14A

Table of Contents

by such stockholder as of the date of the submission; (3) the full name of the proposed candidate; (4) description of

the proposed candidate’s business experience for at least the previous five years; (5) complete biographical information
for the proposed candidate; (6) a description of the proposed candidate’s qualifications as a director and (7) any other
information required by the Company Bylaws. The Company may require any proposed nominee to furnish such other
information as it may reasonably require to determine the eligibility of such proposed nominee to serve as an
independent director of the Company or that could be material to a reasonable stockholder’s understanding of the
independence, or lack thereof, of such proposed nominee.

The Nominating and Governance Committee met one time during 2018. The Nominating and Governance Committee
has adopted a written charter that is available to stockholders on the Company’s website at www.xencor.com. The
information on our website is not incorporated by reference into this Proxy Statement or our Annual Report on Form
10-K for fiscal year 2018.

Transactions With Related Persons
Related-Person Transactions policy and Procedures

In 2013, the Company adopted a written Related-Person Transactions Policy that sets forth the Company’s policies and
procedures regarding the identification, review, consideration and approval or ratification of “related-persons
transactions.” For purposes of the Company’s policy only, a “related-person transaction” is a transaction, arrangement or
relationship (or any series of similar transactions, arrangements or relationships) in which the Company and any

“related person” are participants involving an amount that exceeds $120,000. Transactions involving compensation for
services provided to the Company as an employee, director, consultant or similar capacity by a related person are not
covered by this policy. A related person is any executive officer, director, or more than 5% shareholder of the
Company, including any of their immediate family members, and any entity owned or controlled by such persons.

Under the policy, where a transaction has been identified as a related-person transaction, management must present
information regarding the proposed related-person transaction to the Audit Committee (or, where Audit Committee
approval would be inappropriate, to another independent body of the Board) for consideration and approval or
ratification. The presentation must include a description of, among other things, the material facts, the interests, direct
and indirect, of the related persons, the benefits to the Company of the transaction and whether any alternative
transactions were available. To identify related-person transactions in advance, the Company relies on information
supplied by its executive officers, directors and certain significant stockholders.

In considering related-person transactions, the Committee takes into account the relevant available facts and
circumstances including, but not limited to:

(a) the risks, costs and benefits to the Company,

(b) the impact on a director’s independence in the event the related person is a director, immediate family member of a
director or an entity with which a director is affiliated,

(c) the terms of the transaction,

(d) the availability of other sources for comparable services or products and

(e) the terms available to or from, as the case may be, unrelated third parties or to or from employees generally.

In the event a director has an interest in the proposed transaction, the director must recuse himself or herself from the

deliberations and approval. The policy requires that, in determining whether to approve, ratify or reject a

related-person transaction, the Committee considers, in light of known circumstances, whether the transaction is in, or

is not inconsistent with, the best interest of the Company and its stockholders, as the Committee determines in the

good faith exercise of its discretion.

35



22

Edgar Filing: Xencor Inc - Form DEF 14A

36



Edgar Filing: Xencor Inc - Form DEF 14A

Table of Contents
Certain Related-Person Transactions

Pursuant to SEC rules, a “transaction” with a related person includes any transaction, arrangement or relationship (or
any series of similar transactions, arrangements or relationships) in which the Company was or is a participant in
which the related person had or will have a direct or indirect material interest where the amount involved exceeds
$120,000. Since January 1, 2018, there has not been, nor is there currently proposed, any transaction, arrangement or
relationship (or any series of similar transactions, arrangements or relationships) in which we and any ‘“related person”
are, were or will be participants in which the amount involves exceeds $120,000 other than compensation
arrangements described under the caption “Executive Compensation” and the transaction described below.

Indemnification Agreements

We have entered into separate indemnification agreements with our directors and executive officers, in addition to the
indemnification provided for in our amended and restated bylaws. These agreements, among other things, require us
to indemnify our directors and executive officers for certain expenses, including attorneys’ fees, judgments, fines and
settlement amounts incurred by a director or executive officer in any action or proceeding arising out of his or her
services as one of our directors or executive officers or any other company or enterprise to which the person provides
services at our request. We believe that these indemnification agreements, together with the provisions in our bylaws,
are necessary to attract and retain qualified persons as directors and officers.

Stockholder Communications With The Board Of Directors

The Company’s Board has adopted a formal process by which stockholders may communicate with the Board or any
of its directors. Stockholders who wish to communicate with the Board may do so by sending written communications
addressed to the Secretary of Xencor, Inc. at 111 West Lemon Avenue, Monrovia, CA 91016, Attn: Secretary. Each
communication must set forth: the name and address of the Company stockholder on whose behalf the communication
is sent; and, the number of Company shares that are owned beneficially by such stockholder as of the date of the
communication. Each communication will be reviewed by the Company’s Secretary to determine whether it is
appropriate for presentation to the Board or such director. Communications determined by the Company’s Secretary to
be appropriate for presentation to the Board or such director will be submitted to the Board or such director on a
periodic basis.

Code of Business Conduct and Ethics

The Company has adopted the Xencor, Inc. Code of Business Conduct and Ethics that applies to all officers, directors
and employees. The Code of Business Conduct and Ethics is available on the Company’s website at www.xencor.com.

If the Company makes any substantive amendments to the Code of Business Conduct and Ethics or grants any
waiver from a provision of the Code to any executive officer or director, the Company will promptly disclose the
nature of the amendment or waiver on its website. The information on our website is not incorporated by reference
into this Proxy Statement or our Annual Report on Form 10-K for the fiscal year 2018.
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The following table sets forth certain information regarding our executive officers:

Name Age Position

Bassil 1. Dahiyat, Ph.D. 48 President, Chief Executive Officer and Director

Paul Foster, M.D. 65 Senior Vice President and Chief Medical Officer

John R. Desjarlais, Ph.D. 54 Senior Vice President, Research and Chief Scientific Officer
John J. Kuch 59 Senior Vice President, Chief Financial Officer

Dr. Dahiyat’s biographical information is set forth above under Proposal 1.

Paul Foster, M.D. joined us as Chief Medical Officer in August 2012, after serving in a substantially similar capacity
as an outside consultant from January 2010 until August 2012. In December 2015, Dr. Foster was appointed Senior
Vice President and Chief Medical Officer. Dr. Foster has 27 years of experience in a career spanning academic basic
research, academic medical practice, research & development, product development, clinical development, drug
safety, medical affairs, regulatory affairs and product commercialization. From June 2008 through May 2009 he
served as Chief Medical Officer for Cardium Therapeutics Inc., a publicly-held health sciences and regenerative
medicine company, and prior to that provided medical/clinical consulting services as Senior Vice President
Development and Chief Medical Officer of Development & Strategic Consulting Associates, LLC. He has held senior
leadership positions in both large and small biopharmaceutical companies including Biogen Idec, Inc., IDEC
Pharmaceuticals Corp., Abbott Laboratories, Alpha Therapeutics Corporation, Reata Pharmaceuticals, Inc. and Dade
Behring, Inc. He has experience with the development of biologics, small molecules and in-vitro diagnostics in
therapeutic areas including oncology, hematology, inflammation and autoimmune diseases. Dr. Foster received his
M.D. from Duke University School of Medicine and trained in Internal Medicine and Hematology/Oncology, and
received a B.S. in Chemistry from the University of Michigan.

John R. Desjarlais, Ph.D. has served as our Chief Scientific Officer since July 2014 and served as our Vice President,
Research from October 2006 to July 2014. In March 2016, Dr. Desjarlais was appointed Senior Vice President,
Research and Chief Scientific Officer. He joined the Company in July 2001, initially serving as our Director of
Protein Engineering. Dr. Desjarlais oversees all aspects of discovery and research at the company including
technology development, protein and antibody engineering and generation of product candidates. Prior to joining us,
Dr. Desjarlais was an Assistant Professor of Chemistry at Penn State University from 1997 to 2001. Dr. Desjarlais
received a B.S. in Physics from the University of Massachusetts and holds a Ph.D. in Biophysics from Johns Hopkins
University. He then conducted postdoctoral research at the University of California, Berkeley. Dr. Desjarlais has
driven the Company's technology development and engineering efforts for over ten years and participated in the
development of the Company's business and intellectual property strategies.

John J. Kuch has served as our Chief Financial Officer since May 2018 and served as our Vice President, Finance
since October 2010, and joined the Company in October 2000, serving as our Senior Director of Finance. Mr. Kuch
has primary responsibility for SEC and financial reporting, budgeting, cash-flow management, investments,
information technology, investor relations, capital financing and facility issues for the Company. Mr. Kuch has had
primary responsibility for the Company’s initial public offering and its subsequent follow-on financing transactions.
Prior to joining us, he worked for over 15 years in public accounting. From August 1997 through December 1998 he
served as a Director at PricewaterhouseCoopers LLP. Mr. Kuch is a certified public accountant and received his B.S.
and M.S. in Accounting from the University of Illinois.
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EXECUTIVE COMPENSATION DISCUSSION AND ANALYSIS
Overview
The following Compensation Discussion and Analysis provides information about our 2018 named executive officers
(“NEOs”): the individuals who served as our principal executive officer, principal financial officer and two other most
highly compensated executive officers serving as of December 31, 2018 (we did not have any other executive officers

serving as of such date), and one former executive officer who ceased providing service to us in 2018. Our NEQO’s for
fiscal 2018 are:

Name Position(s)
Bassil I. Dahiyat, Ph.D. President, Chief Executive Officer and Director
(principal executive officer)
John J. Kuch Senior Vice President, Chief Financial Officer (principal financial officer)
Paul Foster, M.D. Senior Vice President, Chief Medical Officer
John R. Desjarlais, Ph.D. Senior Vice President, Research and Chief Scientific Officer

Edgardo Baracchini, Jr., Ph.D.* Former Chief Business Officer

*Dr. Baracchini served as our Chief Business Officer through August 2018.
2018 Business Highlights

In 2018, we continued to advance our bispecific technologies and clinical candidates, we reported progress on key
partnerships and collaborations and we also strengthened our balance sheet to provide extended runway to fund
operations.

Our key accomplishments in 2018 included:

- We submitted and obtained approval for three investigational new drug applications (“IND’s”) to the U.S. Food and
Drug Administration (FDA) for our tumor microenvironment bispecific candidates: XmAb20717 (PD-1 x CTLA-4),
XmAb23104 (PD-1 x ICOS) and XmAb22841 (CTLA-4 x LAG-3). We also initiated a Phase 1 trial for the
XmAb20717 program and we have open IND’s for the other two programs,

- We presented initial data on XmAb14045, a CD123 x CD3 that targets acute myeloid leukemia (AML) at the
American Society of Hematology (ASH) Annual Meeting in December 2018 which showed encouraging clinical
activity for our lead bispecific program,

- We presented topline data from the Phase 2 trial of XmAbS5871 targeting Systemic Lupus Erythematosus (“SLE”) at
the American College of Rheumatology (ACR) annual meeting.

- We advanced our bispecific platform with the development of new cytokine candidates including XmAb24306, an
IL15/IL15Ra candidate that lead to our collaboration with Genentech, Inc. and F. Hoffmann-LaRoche Ltd.
(collectively “Genentech”) in early 2019.

- The first drug compound that incorporates one of our XmAb technologies was approved for marketing by the FDA.
In December the FDA approved Ultomiris® for the treatment of adult patients with paroxysmal nocturnal
hemoglobinuria (PNH). Ultomiris was developed by our partner Alexion Pharmaceuticals, Inc. and incorporates our
Xtend® technology for longer half-life. The approved dosing schedule for Ultomiris is bimonthly compared to
biweekly dosing with the first approved therapy, Soliris®.
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- We strengthened the Company’s balance sheet by closing an underwritten offering in March 2018 that provided us
net proceeds of approximately $245.5 million and kept spending within budget. We concluded 2018 with cash and
investments over $500 million which we expect will provide runway to fund operations beyond 2024.

Stock Performance

Our corporate goal is to develop novel drug candidates that have a positive impact on patient outcomes. We believe
that advancing toward this goal will create long-term value for our shareholders. Our 2018 business highlights reflect
the continued progress toward this goal and our stock performance since our Initial Public Offering in December 2013
reflects such appreciation from $5.50 to $36.16 as of December 31, 2018. For more information, see Part II, Item 5,
‘Performance Graph” in our Form 10-K for the year ended December 31, 2018, as filed with the SEC on February 26,
2019.

Executive Summary
The important features of our executive compensation program include the following:

(@ We tie pay to performance. We structure a significant portion of our NEO’s compensation to be variable, at risk and
tied directly to our measurable performance. For 2018, 87.5% of our Chief Executive Officer’s total reported
compensation and an average of 80.3% of our other NEO’s total reported compensation was linked to performance,
consisting of annual performance bonus earned and equity incentives awarded, as reported in the “Summary
Compensation Table”.

@ Our executive bonuses are dependent on meeting corporate objectives. Our annual performance-based bonus
opportunities for all of our NEOs are dependent upon our achievement of annual corporate objectives established
each year and, in the case of our NEOs other than our Chief Executive Officer, the individual officer’s contributions
towards such corporate objectives. Our Board of Directors may choose to award additional bonuses based on
significant corporate achievements that occur during the year.

(@ We emphasize long-term equity incentives. Equity awards are an integral part of our executive compensation
program, and comprise the primary “at-risk” portion of our NEO compensation package. We have historically granted
equity awards i