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March 13, 2019
Dear Fellow Innoviva Stockholder:
I am pleased to invite you to attend Innoviva, Inc.'s 2019 Annual Meeting of Stockholders (the "Annual Meeting"), to be held on Wednesday, April 24,
2019 at the offices of Willkie Farr & Gallagher LLP, 787 7 th Avenue, New York, NY 10019. The Annual Meeting will begin promptly at 10:00 a.m., local
time. For directions to the Annual Meeting, please write to our Corporate Secretary at Innoviva, Inc., 2000 Sierra Point Parkway, Suite 500, Brisbane,
California 94005.
Your Board of Directors (the "Board of Directors") is recommending a highly qualified, experienced and diverse slate of director nominees for election to
the Board of Directors at the Annual Meeting. At the Annual Meeting, we will ask you to: (1) elect five directors; (2) cast a non-binding advisory vote to
approve named executive officer compensation; (3) ratify the selection of Grant Thornton LLP, an independent registered public accounting firm, as our
independent auditors for the fiscal year ending December 31, 2019; and (4) take action upon any other business as may properly come before the Annual
Meeting.
The accompanying materials include the Notice of Annual Meeting of Stockholders and proxy statement (the "Proxy Statement"). The Proxy Statement
describes the business that we will conduct at the Annual Meeting. It also provides information about us that you should consider when you vote your shares.
Also enclosed with these proxy materials is a proxy card and postage-paid return envelope. Proxy cards are being solicited on behalf of our Board of
Directors.
Whether or not you will be able to attend the Annual Meeting, it is very important that your shares be represented. We urge you to read the
accompanying Proxy Statement carefully and to use the enclosed proxy card to vote for the Board of Directors' nominees, and in accordance with the Board
of Directors' recommendations on the other proposals, as soon as possible. You may vote your shares by signing and dating the enclosed proxy card and
returning it in the postage-paid envelope provided, whether or not you plan to attend the Annual Meeting. For your convenience, you may also vote your
shares via the Internet or by a toll-free telephone number by following the instructions on the enclosed proxy card.
If your brokerage firm, bank, dealer or other similar organization is the holder of record of your shares (i.e., your shares are held in "street name"), you will
receive voting instructions from the holder of record. You must follow these instructions in order for your shares to be voted. Your broker is required to vote
those shares in accordance with your instructions. We urge you to instruct your broker or other nominee, by following those instructions, to vote your
shares on the proxy card.
Holders of shares as of the close of business on March 8, 2019, the record date for voting at the Annual Meeting, are urged to submit a proxy card, even if
your shares were sold after such date.
If you have any questions regarding this information or the proxy materials, please visit our website at www.inva.com or contact our investor relations
department at investor.relations@inva.com.
On behalf of your Board of Directors, thank you for your continued support and interest.
Very truly yours,

Geoffrey Hulme
Interim Principal Executive Officer

Innoviva, Inc.
2000 Sierra Point Parkway, Suite 500
Brisbane, California 94005
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On April 24, 2019
Dear Stockholder:
You are cordially invited to attend the Annual Meeting of Stockholders of Innoviva, Inc., a Delaware corporation (the "Company"). The meeting will be
held on Wednesday, April 24, 2019 at 10:00 a.m., local time, at the offices of Willkie Farr & Gallagher LLP, 787 7 th Avenue, New York, NY 10019 for the
following purposes:
Proposal 1:
Proposal 2:
Proposal 3:

To elect five directors to serve for the ensuing year.
To approve a non-binding advisory resolution regarding executive compensation.
To ratify the selection by the Audit Committee of the Board of Directors Grant Thornton LLP as the
independent registered public accounting firm of the Company for its fiscal year ending December 31,
2019.

To conduct any other business properly brought before the Annual Meeting.
These items of business are more fully described in the Proxy Statement accompanying this Notice.
The record date for the Annual Meeting is March 8, 2019. Only stockholders of record at the close of business on that date may vote at the Annual
Meeting or any adjournment thereof.
YOUR VOTE IS VERY IMPORTANT. EVEN IF YOU PLAN TO ATTEND THE ANNUAL MEETING, WE REQUEST THAT YOU READ THE
PROXY STATEMENT AND VOTE YOUR SHARES BY SIGNING AND DATING THE ENCLOSED PROXY CARD AND RETURNING IT IN THE
POSTAGE-PAID ENVELOPE PROVIDED OR BY VOTING VIA THE INTERNET OR BY TELEPHONE BY FOLLOWING THE INSTRUCTIONS
PROVIDED ON THE ENCLOSED PROXY CARD.
If you have any questions regarding this information or the proxy materials, please visit our website at www.inva.com or contact our investor relations
department at investor.relations@inva.com.
By Order of the Board of Directors

Geoffrey Hulme
Interim Principal Executive Officer
Brisbane, California
March 13, 2019
Important Notice Regarding the Availability of Proxy Materials for the Annual
Meeting of Stockholders to be held on Wednesday, April 24, 2019:
The Proxy Statement is available at http://investor.inva.com/proxy.cfm.

Innoviva, Inc.
2000 Sierra Point Parkway, Suite 500
Brisbane, California 94005
PROXY STATEMENT
FOR THE 2019 ANNUAL MEETING OF STOCKHOLDERS
This proxy statement (the "Proxy Statement") is furnished in connection with solicitation of proxies by our Board of Directors (the "Board of Directors")
for use at the 2019 Annual Meeting of Stockholders (the "Annual Meeting") to be held on Wednesday, April 24, 2019 at 10:00 a.m., local time, and any
postponements or adjournments thereof. The Annual Meeting will be held at the offices of Willkie Farr & Gallagher LLP, 787 7 th Avenue, New York, NY
10019. For directions to the Annual Meeting, please write to our Corporate Secretary at Innoviva, Inc., 2000 Sierra Point Parkway, Suite 500, Brisbane,
California 94005. As used in this Proxy Statement, the terms "Innoviva," the "Company," "we," "us," and "our" mean Innoviva, Inc. and its subsidiaries unless
the context indicates otherwise.
QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL AND VOTING
Why am I receiving these materials?
We sent you this Proxy Statement and the enclosed proxy card because the Board of Directors of Innoviva, Inc. is soliciting your proxy to vote at the
Annual Meeting to be held Wednesday, April 24, 2019 at 10:00 a.m., local time, and any postponements or adjournments thereof. You are invited to attend
the Annual Meeting to vote on the proposals described in this Proxy Statement. However, you do not need to attend the Annual Meeting to vote your shares.
Instead, you may simply complete, sign and return the enclosed proxy card, or follow the instructions on the enclosed proxy card to submit your proxy via
telephone or on the Internet.
We intend to mail this Proxy Statement and accompanying proxy card on or about March 13, 2019 to all stockholders of record entitled to vote at the
Annual Meeting.
What is included in the proxy materials?
The proxy materials include:
•

This Proxy Statement for the Annual Meeting;

•

Our 2018 Annual Report to Stockholders, which consists of our Annual Report on Form 10-K for the year ended December 31, 2018; and

•

The proxy card.

Can I attend the Annual Meeting?
You are invited to attend the Annual Meeting if you were a stockholder of record or a beneficial owner as of March 8, 2019 (the "Record Date").
Admission will begin at 9:30 a.m., local time, on the date of the Annual Meeting, and you must present valid picture identification, such as a driver's license
or passport, and, if asked, provide proof of stock ownership as of the Record Date. The use of mobile phones, pagers, recording or photographic equipment,
tablets and/or computers is not permitted at the Annual Meeting. The Annual Meeting will begin promptly at 10:00 a.m., local time.
Who can vote at the Annual Meeting?
Only stockholders of record at the close of business on the Record Date will be entitled to vote at the Annual Meeting. On the Record Date, there were
101,179,178 shares of the Company's Common
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Stock, par value $0.01 per share (the "Common Stock"), outstanding. The holders of Common Stock have the right to one vote for each share they held as of
the Record Date.
In accordance with Delaware law, a list of stockholders entitled to vote at the Annual Meeting will be available at the place of the Annual Meeting on
Wednesday, April 24, 2019 and will be accessible for ten days prior to the Annual Meeting at our principal place of business, 2000 Sierra Point Parkway,
Suite 500, Brisbane, California 94005, between the hours of 9:00 a.m. and 5:00 p.m., local time.
Stockholder of Record: Shares Registered in Your Name
If on the Record Date your shares were registered directly in your name with our transfer agent, Computershare, then you are a stockholder of record. As a
stockholder of record, you may vote in person at the Annual Meeting or vote by proxy. Whether or not you plan to attend the Annual Meeting, we urge you
to fill out and return the enclosed proxy card or vote by proxy via telephone or the Internet as instructed on your proxy card to ensure your vote is counted.
Beneficial Owner: Shares Registered in the Name of a Broker or Bank
If on the Record Date your shares were held 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" and these proxy materials are being forwarded to you by that organization. The organization holding your account is
considered 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 on how to vote the shares in your account. If you do not provide instructions for voting the shares that you beneficially own, that organization cannot
vote your shares on the election of directors (Proposal 1) or on the non-binding advisory resolution regarding executive compensation (Proposal 2). We
encourage you to provide voting instructions to the brokerage firm, bank, dealer or other similar organization that is the record holder of your shares. A
number of brokers and banks enable beneficial holders to give voting instructions via telephone or the Internet. Please refer to the voting instructions
provided by your bank or broker. You are also invited to attend the Annual Meeting. However, since you are not the stockholder of record, you may not vote
your shares in person at the Annual Meeting unless you provide a valid proxy from your broker, bank or other custodian.
What does it mean if I receive more than one proxy card?
Many of our stockholders hold their shares in more than one account and may receive separate proxy cards or voting instructions forms for each of those
accounts. If you receive more than one proxy card, your shares are registered in more than one name or are registered in different accounts. Please sign, date
and return or otherwise submit your proxy with respect to each proxy card to ensure that all of your shares are voted.
If you have any questions regarding this information or the proxy materials, please visit our website at www.inva.com or contact our investor relations
department at investor.relations@inva.com.
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What am I voting on?
The following chart sets forth the proposals scheduled for a vote at the Annual Meeting, our Board of Directors recommendation with respect to such
proposals, the vote required for such proposals to be approved and whether broker discretionary voting is allowed on such proposals.

Proposal





Board
Recommendation

Vote
Required



Proposal 1: Elect five directors to serve until the 2020
Annual Meeting of Stockholders.
Proposal 2: Approval of a non-binding advisory
resolution regarding executive compensation.
Proposal 3: Ratify the appointment of Grant
Thornton LLP as our independent registered public
accounting firm for the year ending December 31, 2019.

FOR


FOR


FOR






Majority Votes
Cast
Majority Votes
Cast
Majority Votes
Cast






Broker
Discretionary
Voting
Allowed


No


No


Yes


Majority Votes Cast means, with respect to Proposal 1, that the number of votes cast "FOR" a director's election exceeds 50% of the votes cast with
respect to that director's election and, with respect to Proposals 2 and 3, that the proposal would be approved if it receives an affirmative majority of the votes
cast. For this purpose, votes cast shall exclude abstentions and broker non-votes.
Broker Discretionary Voting occurs when a broker does not receive voting instructions from the beneficial owner and votes those shares in its discretion
on any proposal on which it is permitted to vote.
In an uncontested election of directors, such as Proposal 1, our Bylaws mandate that directors be elected by a majority vote of votes cast, as described
below under "ELECTION OF DIRECTORS—MAJORITY VOTING BYLAW." In contested elections, our Bylaws mandate that directors be elected by a
plurality vote. For purposes of our Bylaws, a contested election is any election of directors for which our Secretary determined that the number of nominees
for director exceeds the number of directors to be elected as of the date seven days prior to the scheduled mailing date of the proxy statement for such
meeting. Our Secretary has determined that the election at the Annual Meeting is an uncontested election. Accordingly, the provisions of our Bylaws relating
to majority voting for directors in uncontested elections will be applicable to the Annual Meeting.
Pursuant to our Bylaws, written notice by stockholders of qualifying nominations for election to our Board of Directors must have been received by our
Secretary by February 6, 2019. We did not receive any such nominations and no other nominations for election to our Board of Directors may be made by
stockholders at the Annual Meeting.
If for some reason any of the Board of Directors' nominees are unable to serve, or for good cause will not serve, if elected, the persons named as proxies
may vote for a substitute nominee recommended by the Board of Directors and, unless you indicate otherwise on the proxy card, your shares will be voted in
favor of the Board of Directors' remaining nominees. As of the date of the Notice of Annual Meeting of Stockholders, we know of no reason why any of the
Board of Directors' nominees would be unable or for good cause unwilling to serve as a director if elected.
How do I vote?
With regard to the election of directors (Proposal 1), you may (i) vote "For" the five nominees to the Board of Directors, (ii) vote "Against" the election
of one or more of the nominees and vote "For" the remaining nominees, (iii) vote "Against" all of the nominees or (iv) withhold your authority to vote
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for any nominee you specify. You may not vote your proxy "For" the election of any persons in addition to the five named nominees. For Proposals 2 and 3,
you may vote "For" or "Against" or abstain from voting. We do not have cumulative voting rights for the election of directors. The procedures for voting are
explained below.
Stockholder of Record: Shares Registered in Your Name
If you are a stockholder of record as of the Record Date, you may vote by using the enclosed proxy card, vote by proxy on the Internet or by telephone,
or vote in person at the Annual Meeting. Whether or not you plan to attend the Annual Meeting, we urge you to vote by proxy to ensure your vote is
counted. You may still attend the Annual Meeting and vote in person if you have already voted by proxy.
•

To vote using the proxy card, simply complete, sign and date the enclosed proxy card and return it promptly in the postage-paid envelope
provided. If you return your signed proxy card to us before the Annual Meeting, we will vote your shares as you direct.

•

To vote on the Internet, please follow the instructions provided on your proxy card.

•

To vote by telephone, please follow the instructions provided on your proxy card.

•

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

We provide Internet proxy voting 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.
Beneficial Owner: Shares Registered in the Name of a Broker or Bank
If you are a beneficial owner of shares registered in the name of your broker, bank or other agent as of the Record Date, you should have received
instructions for granting proxies with these proxy materials from that organization rather than from us. A number of brokers and banks enable beneficial
holders to give voting instructions via telephone or the Internet. Please refer to the voting instructions provided by your bank or broker. To vote in person at
the Annual Meeting, you must provide a valid proxy from your broker, bank or other agent. Follow the instructions from your broker, bank or other agent
included with these proxy materials, or contact your broker, bank or other agent to request a proxy form.
How many votes do I have?
On each matter to be voted upon, you have one vote for each share of Common Stock you owned as of the Record Date.
What if I return a proxy card but do not make specific choices?
If you return a signed proxy card without marking any voting selections, your shares will be voted (1) "For" the election of each of the five nominees for
director, (2) "For" approval of the non-binding advisory resolution regarding executive compensation and (3) "For" ratification of Grant Thornton LLP as
our independent registered public accounting firm for the fiscal year ending on December 31, 2019.
If you are not a record holder (i.e., your shares are held through a broker, bank, brokerage firm, dealer or other similar organization), your broker is
required to vote such shares in accordance with the instructions you provide. If you do not give instructions to your broker, your broker will not be able
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to vote your shares with respect to the election of directors (Proposal 1) or on the non-binding advisory resolution regarding executive compensation
(Proposal 2).
What happens if additional matters are presented at the Annual Meeting?
If any other matters are properly presented for consideration at the Annual Meeting, including, among other things, consideration of a motion to adjourn
the Annual Meeting to another time or place (including, without limitation, for the purpose of soliciting additional proxies), the persons named in the proxy
card and acting thereunder will have discretion to vote on those matters in accordance with their best judgment. We do not currently anticipate that any other
matters will be raised at the Annual Meeting.
How are votes counted?
Votes will be counted by the inspector of elections appointed for the Annual Meeting, who will separately count "For" and "Against" votes, abstentions
and broker non-votes, if any. Abstentions, which will be counted as shares present for purposes of determining a quorum, will not be considered in
determining the results of the voting for any of the proposals on the agenda. Broker non-votes, if any, as described in the next paragraph, have no effect and
will not be counted toward the vote total for any of the proposals on the agenda.
If your shares are held by your broker as your nominee (that is, in "street name"), you will need to obtain a proxy form from the institution that holds your
shares and follow the instructions included on that form regarding how to instruct your broker to vote your shares. If you do not give instructions to your
broker, your broker can vote your shares with respect to "discretionary" items, but not with respect to "non-discretionary" items. Discretionary items are
proposals considered routine under the rules on which your broker may vote shares held in street name without your voting instructions. On nondiscretionary items for which you do not give your broker instructions, the shares will be treated as broker non-votes. Under current broker voting rules, any
election of a member of the Board of Directors, whether contested or uncontested, is considered "non-discretionary" and therefore brokers are not permitted to
vote your shares held in street name for the election of directors in the absence of instructions from you. Each of the proposals other than Proposal 3 are "nondiscretionary" and therefore if you hold your shares through a broker, bank or other agent, your shares will not be voted on Proposals 1 or 2 unless you
provide voting instructions to the record holder.
Can I change my vote after submitting my proxy?
Yes. You can revoke your proxy at any time before the final vote at the Annual Meeting. You may revoke your proxy in any one of four ways:
•

You may change your vote using the Internet or telephone methods described above prior to the Annual Meeting, in which case only your
latest Internet or telephone proxy submitted prior to the Annual Meeting will be counted.

•

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

•

You may send a written notice that you are revoking your proxy to the Corporate Secretary of the Company at 2000 Sierra Point Parkway,
Suite 500, Brisbane, California 94005.

•

You may attend the Annual Meeting and vote in person. If you are not a record holder of shares, you must provide a "legal" proxy from the
record holder in order to vote your shares in person at the Annual Meeting. Simply attending the Annual Meeting will not, by itself, revoke
your proxy.
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How may my brokerage firm or other intermediary vote my shares if I fail to provide timely directions?
Brokerage firms and other intermediaries holding shares of Common Stock in street name for customers are generally required to vote such shares in the
manner directed by their customers. In the absence of timely directions, your broker will have discretion to vote your shares on our sole routine matter—
Proposal 3 (to ratify the appointment of Grant Thornton LLP). Your broker will not have discretion to vote on the following "non-routine" matters absent
direction from you: Proposal 1 (the election of directors) or Proposal 2 (the advisory resolution regarding executive compensation). Please note that brokers
may not vote your shares on the election of directors in the absence of your specific instructions as to how to vote, so we encourage you to provide
instructions to your broker regarding the voting of your shares.
What is the quorum requirement?
A quorum of stockholders is necessary to hold a valid Annual Meeting. A quorum will be present if a majority of all shares outstanding on the Record
Date, are represented at the Annual Meeting by stockholders present either in person or by proxy. On the Record Date, there were 101,179,178 shares of
Common Stock outstanding and entitled to vote. Thus, 50,589,590 shares must be represented by stockholders present either in person at the Annual
Meeting or by proxy to have a quorum.
Your shares will be counted toward the quorum only if you submit a valid proxy vote or vote in person at the Annual Meeting. Abstentions and any
broker non-votes will be counted toward the quorum requirement.
Is my vote confidential?
Proxy instructions, ballots and voting tabulations that identify individual stockholders are handled in a manner that protects your voting privacy. Your
vote will not be disclosed either within Innoviva or to third parties, except as necessary to meet applicable legal requirements, to allow for the tabulation of
votes and certification of the vote, or to facilitate a successful proxy solicitation.
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, if available, on a Current Report
on Form 8-K that we expect to file with the SEC within four business days after the end of 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 Annual Meeting, we intend to file a Form 8-K to report preliminary results, and to file an
amendment to such Form 8-K to report the final results within four business days after the final results are known to us.
Who is paying for this proxy solicitation?
We will pay for the entire cost of soliciting proxies. In addition to these mailed proxy materials, our directors and employees 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. We
may reimburse brokerage firms, banks and other agents for the cost of forwarding proxy materials to beneficial owners. We may engage the services of a
professional proxy solicitation firm to aid in the solicitation of proxies from certain brokers, bank nominees and other institutional owners. Our costs for such
services, if retained, will not be significant. If you choose to access the proxy materials and/or vote through the Internet, you are responsible for any Internet
access charges you may incur.
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What does it mean if multiple members of my household are stockholders but we only received one set of proxy materials in the mail?
We have adopted a procedure called "householding," which the SEC has approved. Under this procedure, we deliver a single copy of the proxy materials
to multiple stockholders who share the same address unless we received contrary instructions from one or more of the stockholders. This procedure reduces
our printing costs, mailing costs, and fees. Stockholders who participate in householding will continue to be able to access and receive separate proxy cards.
Upon written request, we will deliver promptly a separate copy of the Notice of Annual Meeting of Stockholders and, if applicable, the proxy materials to any
stockholder at a shared address to which we delivered a single copy of any of these documents. To receive a separate copy of the proxy materials,
stockholders should send their requests to our principal executive offices at Innoviva, Inc., 2000 Sierra Point Parkway, Suite 500, Brisbane, California 94005,
Attention: Corporate Secretary. Stockholders who hold shares in street name (as described below) may contact their brokerage firm, bank, broker-dealer or
other similar organization to request information about householding.
When are stockholder proposals due for next year's Annual Meeting?
If you wish to submit a proposal to be considered for inclusion in next year's proxy materials or nominate a director, your proposal must be in proper form
according to SEC Regulation 14A, Rule 14a-8 and be received by the Corporate Secretary of the Company on or before November 12, 2019. If you wish to
submit a proposal to be presented at the 2020 annual meeting of stockholders but which will not be included in the Company's proxy materials, your
Solicitation Notice, as defined in our Bylaws, must be received by the Corporate Secretary of the Company at Innoviva, Inc., 2000 Sierra Point Parkway,
Suite 500, Brisbane, California 94005, Attention: Corporate Secretary, no earlier than December 26, 2019 and no later than January 25, 2020. You are
advised to review our Bylaws, which contain additional requirements about advance notice of stockholder proposals and director nominations. Innoviva's
current Bylaws may be found on the corporate governance subsection of the investor relations section of our corporate website at "www.inva.com."
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PROPOSAL 1
ELECTION OF DIRECTORS
Our Board of Directors currently consists of five directors. The five nominees for election to the Board of Directors at the Annual Meeting, and their ages
as of the Record Date, their positions and offices held with the Company and certain biographical information are set forth below. Your proxy cannot be
voted for a greater number of persons than the number of nominees named in this Proxy Statement.
The Board of Directors unanimously recommends that you vote "FOR" all of the Board of Directors' nominees.
Each director to be elected will hold office until the next annual meeting of stockholders, or until the director's death, resignation or removal. All of the
nominees listed below are currently directors of the Company and their nomination has been recommended by the Nominating/Corporate Governance
Committee and approved by the Board of Directors. It is our policy to encourage nominees for director to attend the Annual Meeting. Generally, we schedule
our annual meeting of stockholders on the same day as a meeting of our Board of Directors to facilitate attendance by the director nominees. All of our five
directors serving as of our 2018 annual meeting attended the meeting in person.
All of the nominees named in this Proxy Statement have been nominated by our Board of Directors to be elected by holders of our Common Stock and
each person nominated for election has agreed to serve if elected. We are not aware of any reason why any nominee would be unable to serve as a director. If a
nominee for election is unable to serve, the shares represented by all valid proxies will be voted for the election of any other person that our Board of
Directors may nominate as a substitute.
NOMINEES
Name

Positions and Offices
Held With the Company

Age

George W. Bickerstaff, III
Mark DiPaolo, Esq.
Jules Haimovitz
Odysseas D. Kostas, M.D.
Sarah Schlesinger, M.D.

63
48
68
44
59

Director
Director
Director
Director
Director

We have determined that each of these director nominees possesses the requisite communication skills, personal integrity, business judgment, ability to
make independent analytical inquiries, and willingness to devote adequate time and effort necessary to serve as an effective member of the Board of
Directors. Other specific experiences, qualifications, attributes or skills of nominees that contributed to our conclusion that the nominees should serve as
directors are noted below.
George W. Bickerstaff III has served as a member of our Board of Directors since December 2017 and is currently a member of the Audit Committee of the
Board of Directors (the "Audit Committee") and the Compensation Committee of the Board of Directors (the "Compensation Committee"). He currently serves
as a Managing Director of M.M. Dillon & Co., LLC, an investment banking firm. Prior to joining M.M. Dillon & Co., LLC, Mr. Bickerstaff held various
positions with Novartis International AG, a global leader in pharmaceuticals and consumer health, including Chief Financial Officer of Novartis Pharma AG.
Mr. Bickerstaff currently serves on the board of directors of CareDx, Inc., Cardax, Inc. and Axovant Sciences Ltd. Mr. Bickerstaff previously served on the
board of directors of Inovio Pharmaceuticals, Inc. and ARIAD Pharmaceuticals, Inc. until it was acquired by Takeda Pharmaceutical Company Limited in
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February 2017. Mr. Bickerstaff has demonstrated leadership in his field, his understanding of our industry and his senior management experience contributed
to our conclusion that he should serve as a director.
Mark DiPaolo, Esq. has served as a member of our Board of Directors since February 2018 and is currently a member of the Compensation Committee
and the Nominating/Corporate Governance Committee of the Board of Directors (the "Nominating/Corporate Governance Committee"). Mr. DiPaolo has been
a Partner and the General Counsel of Sarissa Capital Management LP, a registered investment advisor, since May 2013. Sarissa Capital Management LP
focuses on improving the strategies of companies to enhance shareholder value. From 2005 - 2013, Mr. DiPaolo served as a senior member of Icahn Capital's
investment team, working on all aspects of Carl Icahn's activist investment strategy. Prior to working with Icahn Capital, Mr. DiPaolo was an attorney with
Willkie Farr & Gallagher LLP. Mr. DiPaolo previously served as a member of the board of directors of Novelion Therapeutics, Inc., a publicly traded
biopharmaceutical company. Mr. DiPaolo received his B.A. degree from Fordham University and his J.D. degree from Georgetown University. Mr. DiPaolo's
substantial experience in operations, transactions, law and corporate governance and knowledge of our field contributed to our conclusion that he should
serve as a director.
Jules Haimovitz has served as a member of our Board of Directors since February 2018 and is currently a member of the Audit Committee and the
Compensation Committee. Mr. Haimovitz is currently President of Haimovitz Consulting, Inc. He previously served as a member of the board of directors of
Ariad Pharmaceuticals, where he was also a member of its audit committee; Dial Global, Inc., where he was also member of its audit committee; and Imclone
Pharmaceuticals, where he served as chairperson of its audit committee. Mr. Haimovitz has also served as Chief Executive Officer or Chief Operating Officer
of the following companies: Spelling Entertainment, Inc., King World Productions and VJN, Inc. Mr. Haimovitz holds a B.S. and M.A. degree in Mathematics
from Brooklyn College. Mr. Haimovitz has demonstrated leadership in his field, his knowledge of financial and financing matters and his prior board service
contributed to our conclusion that he should serve as a director.
Odysseas D. Kostas, M.D. has served as a member of our Board of Directors since December 2017 and is currently a member of the Audit Committee and
the Nominating/Corporate Governance Committee. He is a Partner and Senior Analyst at Sarissa Capital Management LP. Sarissa Capital focuses on
improving the strategies of companies to enhance shareholder value. Prior to joining Sarissa Capital, Dr. Kostas served as a Director at Evercore ISI (formerly
ISI), covering the biotechnology and pharmaceutical industries. Previously, he practiced internal medicine as part of the Yale New Haven Health System and
was engaged as a consultant to various biotechnology companies. Dr. Kostas currently serves on the board of directors of Enzon Pharmaceuticals. Dr. Kostas
has a B.S from Massachusetts Institute of Technology (MIT) and a M.D. from University of Texas Southwestern Medical School. Dr. Kostas has demonstrated
leadership in his field, his knowledge of our industry and experience in our industry contributed to our conclusion that he should serve as a director.
Sarah J. Schlesinger, M.D. has served as a member of our Board of Directors since February 2018 and is currently a member of the Compensation
Committee and the Nominating/Corporate Governance Committee. Dr. Schlesinger is an Associate Professor of Clinical Investigation at Rockefeller
University and Senior Attending Physician at Rockefeller University Hospital. Dr. Schlesinger led the Dendritic Cell section of the Division of Retrovirology
at the Walter Reed Army Institute of Research and was also a member of the Division of Infectious and Parasitic Disease Pathology at the Armed Forces
Institute of Pathology from 1994 to 2002. In 2002, Dr. Schlesinger rejoined Rockefeller University and began working with the International AIDS Vaccine
Initiative as a Scientist in Vaccine Research and Design. Dr. Schlesinger has been a member of Rockefeller University Hospital's Institutional Review Board
("IRB") (Ethics Committee) since 2003 and previously served as IRB's vice-chairperson. In 2017 she assumed the position of chairperson of the IRB. She is
currently the director of the education and training programs at Rockefeller University Center for Clinical and Translational Science and serves on
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the Medical Staff Executive Committee of Rockefeller University Hospital. Dr. Schlesinger currently serves on the board of three non-profit organizations:
the AIDS Vaccines Advocacy Coalition, Global Viral and The Hastings Center, the pre-eminent center for the study of bioethics. Dr. Schlesinger served as an
independent corporate director of Ariad Pharmaceuticals from 2013 until its sale to Takeda Pharmaceutical Company Limited in 2017. Dr. Schlesinger has a
B.A. from Wellesley College and a M.D. from Rush Medical College in Chicago, Illinois. Dr. Schlesinger has demonstrated leadership in her field and her
substantial knowledge of our industry contributed to our conclusion that she should serve as a director.
Required Vote for Proposal 1
The affirmative vote of a majority of the votes cast at the Annual Meeting is required for the election of each of the director nominees. You may vote
"FOR" or "AGAINST" on each of the nominees for election as director. Shares represented by signed proxy cards will be voted on Proposal 1 "FOR" the
election of Messrs. Bickerstaff, Haimovitz and DiPaolo and Drs. Kostas and Schlesinger to the Board of Directors at the Annual Meeting, unless otherwise
marked on the card. Pursuant to our Amended and Restated Bylaws, a majority of votes cast means that the number of votes cast "FOR" a director's election
must exceed fifty percent (50%) of the number of votes cast with respect to that director's election. For this purpose, votes cast shall exclude abstentions and
broker non-votes. A broker non-vote with respect to the election of a director will not be voted with respect to such director, although it will be counted for
purposes of determining whether there is a quorum.
Pursuant to our Corporate Governance Guidelines, as amended, each of Messrs. Bickerstaff, Haimovitz and DiPaolo and Drs. Kostas and Schlesinger have
tendered an irrevocable, conditional resignation that will be effective only upon both (i) the failure of such director to receive the required vote at the Annual
Meeting for reelection and (ii) our board of directors' acceptance of such resignation. If any of the director nominees fail to receive the required vote for
reelection, the Nominating/Corporate Governance Committee will act on an expedited basis to determine whether to accept such director's resignation, and it
will submit its recommendation for prompt consideration by our Board of Directors. The Nominating/Corporate Governance Committee and the Board of
Directors may consider any factors they deem relevant in deciding whether to accept a director's resignation. See "Election of Directors—Majority Voting
Bylaw" below for more information.
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
A VOTE "FOR" EACH OF THE COMPANY'S NOMINEES.
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INDEPENDENCE OF THE BOARD OF DIRECTORS
As required under the listing standards of The Nasdaq Global Market ("Nasdaq"), a majority of the members of a Nasdaq-listed company's board of
directors must qualify as "independent," as affirmatively determined by its board of directors. Our Board of Directors consults with counsel to ensure that the
Board of Directors' determinations are consistent with all relevant 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.
Management and counsel have reviewed the directors' responses to a questionnaire asking about their transactions, relationships and arrangements with
the Company (and those of their immediate family members) and other potential conflicts of interest. Other than as set forth in this Proxy Statement, these
questionnaires did not disclose any transactions, relationships or arrangements that question the independence of our directors. After reviewing this
information, our Board of Directors affirmatively determined that all of our directors are independent directors within the meaning of the applicable Nasdaq
listing standards.
ELECTION OF DIRECTORS—MAJORITY VOTING BYLAW
Our Bylaws contain a majority voting standard in uncontested elections of directors. The majority voting standard provides that a director shall be
elected to the Board of Directors by the vote of the majority of the votes cast at any meeting for the election of directors at which a quorum is present. Under
such a "majority voting standard," the number of votes cast "For" the election of a nominee must exceed fifty percent (50%) of the number of votes cast with
respect to that nominee's election. Under a majority voting standard, abstentions and broker non-votes would not be counted as votes cast either "For" or
"Against" a director's election and will thus have no effect in determining whether the requisite vote had been obtained. However, in the event of a contested
election of directors, directors shall be elected by the vote of a plurality of the votes cast at any meeting held for the election of directors at which a quorum is
present. A contested election means any election of directors for which the Secretary of the Company determined that the number of nominees for director
exceeds the number of directors to be elected as of the date seven days prior to the scheduled mailing date of the proxy statement for such meeting. In a
contested election, stockholders shall not be permitted to vote against any nominee.
Pursuant to our Corporate Governance Guidelines, as amended, the Board of Directors shall nominate for election or reelection as director only
candidates who have tendered, in advance of such nomination, an irrevocable, conditional resignation that will be effective only upon both (i) the failure to
receive the required vote at the next stockholders' meeting at which such person faces reelection and (ii) the Board of Directors' acceptance of such
resignation. In addition, the Board of Directors shall fill director vacancies and new directorships only with candidates who agree to tender, promptly
following their appointment to the Board of Directors, the same form of resignation tendered by other directors in accordance with our Corporate Governance
Guidelines, as amended.
Under the Corporate Governance Guidelines, as amended, if an incumbent director fails to receive the required vote for reelection, the
Nominating/Corporate Governance Committee will act on an expedited basis to determine whether to recommend that the Board of Directors accept such
director's irrevocable, conditional resignation, and the Nominating/Corporate Governance Committee shall submit such recommendation for prompt
consideration by the Board of Directors. The Board of Directors shall decide whether or not to accept such resignation and shall promptly disclose and
explain its decision in a Current Report on Form 8-K (or successor form) filed with the SEC within ninety (90) days after the date the results of the relevant
election are certified by the inspector of elections. An incumbent director whose resignation is under consideration shall abstain from participating in the
Nominating/Corporate Governance Committee's deliberations and recommendation regarding such resignation as well as the
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Board of Directors' deliberations and its decision regarding such resignation. The Nominating/Corporate Governance Committee may consider any factors it
deems relevant in deciding whether to recommend that the Board of Directors accept a director's resignation. In deciding whether to accept a director's
resignation, the Board of Directors shall consider the recommendation of the Nominating/Corporate Governance Committee, the factors considered by the
Nominating/Corporate Governance Committee and any additional information and factors that the Board of Directors believes to be relevant. If the
incumbent director's resignation is not accepted by the Board of Directors, he or she shall continue to serve until his or her successor is elected and qualified,
or until sooner displaced. If the Board of Directors accepts such an incumbent director's resignation or if a nominee who failed to receive the required vote is
not an incumbent director, the Board of Directors may fill the resulting vacancy or decrease the size of the Board of Directors in accordance with the
Company's Bylaws.
INFORMATION REGARDING THE BOARD OF DIRECTORS AND ITS COMMITTEES
As required under Nasdaq listing standards, our independent directors meet in regularly scheduled executive sessions at which only independent
directors are present. The Chairperson of the Board of Directors typically presides over these executive sessions. The Board of Directors has an Audit
Committee, a Compensation Committee, a Nominating/Corporate Governance Committee and previously had a Stock Option Committee that disbanded on
February 6, 2018. The following table provides membership and meeting information for each of the Board of Directors' committees during 2018:

Director

Audit

Michael W. Aguiar(1)
Barbara Duncan (2)
Catherine J. Friedman (2)
Patrick G. LePore(2)
Paul A. Pepe(2)
William H. Waltrip (2)
George W. Bickerstaff, III
Mark DiPaolo, Esq.
Jules Haimovitz
Odysseas D. Kostas, M.D.
Sarah Schlesinger, M.D.
Total meetings in fiscal year 2018

Compensation

Nominating/
Corporate
Governance

Stock Option

X
X
X
X

X
X
X
X

X
X
X

X
X
X
6

X
X
X
X
7

X
X
X
4

0

(1)

Served on the Board of Directors and the Stock Option Committee until his departure on February 6, 2018.

(2)

Served on the applicable committees until the 2018 annual meeting at which time he or she departed from the Board of Directors and
all committees.
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The following table provides membership and meeting information for each of the Board of Directors' committees as of the Record Date:
Director

Audit

George W. Bickerstaff, III
Mark DiPaolo, Esq.
Jules Haimovitz
Odysseas D. Kostas, M.D.
Sarah Schlesinger, M.D.
*

X*
X
X

Compensation

X
X
X*
X

Nominating/Corporate
Governance

X
X
X*

Current Committee Chairperson.

Below is a description of each committee of the Board of Directors. The Board of Directors has determined that each member of the Audit Committee, the
Compensation Committee and the Nominating/Corporate Governance Committee meets the applicable rules and regulations regarding "independence" and
that each such member is free of any relationship that would interfere with his individual exercise of independent judgment with regard to the Company.
Audit Committee
The Audit Committee oversees our accounting practices, systems of internal controls, enterprise risk management and financial reporting processes. For
this purpose, the Audit Committee performs several functions. The Audit Committee 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; reviews and approves all
audit and permissible non-audit services provided by our independent auditors; confers with management and the independent auditors regarding the
effectiveness of internal controls, financial reporting processes and disclosure controls; reviews our overall enterprise risk management framework, consults
with management and the independent auditors regarding our policies governing financial risk management; reviews and discusses reports from the
independent auditors on critical accounting policies used by us; establishes procedures, as required under applicable law, for the receipt, retention and
treatment of complaints received by us regarding accounting, internal accounting controls or auditing matters and the confidential and anonymous
submission by employees of concerns regarding questionable accounting or auditing matters; reviews and approves related-person transactions in accordance
with our policies and procedures with respect to related-person transactions and applicable Nasdaq rules; reviews the financial statements to be included in
our Annual Report on Form 10-K; and discusses with management and the independent auditors the results of the annual audit and the results of quarterly
reviews and any significant changes in our accounting principles. Our Audit Committee charter can be found on the corporate governance section of our
corporate website at www.inva.com. The current members of the Audit Committee are George Bickerstaff (Chairperson), Jules Haimovitz and Odysseas
Kostas, M.D. The Audit Committee met 6 times during 2018. Prior to or promptly following the Annual Meeting, we expect the Board to appoint directors to
the Audit Committee following the expiration of the current Audit Committee members' terms.
The Board of Directors annually reviews the Nasdaq listing standards definition of independence for Audit Committee members and has determined that
all current and prospective members of our Audit Committee are independent (as independence is currently defined in the Nasdaq listing standards). The
Board of Directors has determined that George W. Bickerstaff, III is an audit committee financial expert as defined by Item 407(d) of Regulation S-K. The
Board of Directors made a qualitative assessment of Mr. Bickerstaff's level of knowledge and experience based on a number of factors, including his
educational and professional background and experience.
13

Compensation Committee
The Compensation Committee reviews and approves our overall compensation strategy and policies. Specifically, the Compensation Committee reviews
and approves corporate performance goals and objectives relevant to the compensation of our executive officers and other senior management; reviews and
approves the compensation and other terms of employment of our principal executive officer and other executive officers; approves the individual bonus
programs in effect for the principal executive officer, other executive officers and key employees for each fiscal year; recommends to the Board of Directors
the compensation of the directors; recommends to the Board of Directors the adoption or amendment of equity and cash incentive plans and approves the
adoption of and amendments to these plans; grants stock options and other equity awards; administers our equity incentive plans and similar programs;
monitors application of stock ownership guidelines; and administers, concurrently with the Board of Directors, the executive officer recoupment policy. A
more detailed description of the Compensation Committee's functions can be found in the Compensation Committee's charter, which is published in the
corporate governance section of our website at www.inva.com. The current members of the Compensation Committee are George Bickerstaff, Jules Haimovitz
(Chairperson), Mark DiPaolo, Esq. and Sarah Schlesinger, M.D. All current members of the Compensation Committee are independent (as independence is
defined for board members in the Nasdaq listing standards and as independence is defined for compensation committee members in the Nasdaq listing
standards). Prior to or promptly following the Annual Meeting, we expect the Board to appoint directors to the Compensation Committee following the
expiration of the current Compensation Committee members' terms.
The Compensation Committee met 7 times during 2018. Our Interim Principal Executive Officer does not participate in the determination of his own
compensation or the compensation of directors. However, he may make recommendations to the Compensation Committee regarding the amount and form of
the compensation of the other executive officers and key employees, and may participate in the Compensation Committee deliberations about their
compensation. No other executive officers participate in the determination of the amount or form of the compensation of executive officers or directors.
The Compensation Committee has consulted with Frederic W. Cook & Co. ("FW Cook") as its independent compensation consultant. FW Cook serves at
the pleasure of the Compensation Committee rather than our management and its fees are approved by the Compensation Committee. FW Cook provides the
Compensation Committee with data about the compensation paid by our peer group and other employers who compete with us for executives, updates the
Compensation Committee on new developments in areas that fall within the Compensation Committee's jurisdiction and is available to advise the
Compensation Committee regarding all of its responsibilities. FW Cook also provides data and recommendations concerning the compensation of directors.
The Compensation Committee has assessed the independence of FW Cook pursuant to SEC rules and concluded that no conflict of interest exists that would
prevent FW Cook from independently representing the Compensation Committee.
The Compensation Committee, in consultation with FW Cook, reviews and approves the overall strategy for compensating members of the Board of
Directors. Specifically, the Compensation Committee reviews the compensation of the directors and recommends to the Board of Directors any changes to the
compensation of the directors.
Nominating/Corporate Governance Committee
The Nominating/Corporate Governance Committee is responsible for identifying, reviewing and evaluating candidates to serve as directors of the
Company (consistent with criteria approved by the Board of Directors), evaluating and making recommendations to the Board of Directors concerning
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stockholder nominees for election as directors, reviewing and evaluating incumbent directors, recommending to the Board of Directors for selection
candidates for election to the Board of Directors, making recommendations to the Board of Directors regarding the membership of the committees of the
Board of Directors, assessing the performance of the Board of Directors and advising the Board of Directors on corporate governance principles for the
Company. Our Nominating/Corporate Governance Committee charter can be found on the corporate governance section of our corporate website at
www.inva.com. The current members of the Nominating/Corporate Governance Committee are Odysseas Kostas, M.D., Mark DiPaolo, Esq. and Sarah
Schlesinger, M.D. (Chairperson). Prior to or promptly following the Annual Meeting, we expect the Board to appoint directors to the Nominating/Corporate
Governance Committee following the expiration of the current Nominating/Corporate Governance Committee members' terms. All current members of the
Nominating/Corporate Governance Committee are independent (as independence is currently defined in the Nasdaq listing standards). The
Nominating/Corporate Governance Committee met 4 times during 2018.
Our Nominating/Corporate Governance Committee believes that candidates for director should have certain minimum qualifications, including being
able to read and understand basic financial statements and having the highest personal integrity and ethics. The Nominating/Corporate Governance
Committee also considers such factors as having relevant expertise upon which to be able to offer advice and guidance to management, sufficient time to
devote to our affairs, demonstrated excellence in his or her field, the ability to exercise sound business judgment and the commitment to rigorously represent
the long-term interests of our stockholders. However, the Nominating/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 our Board of Directors, our operating requirements
and the long-term interests of our stockholders. While we do not have a formal policy on diversity, our Nominating/Corporate Governance Committee
considers diversity of experience as one of the factors it considers in conducting its assessment of director nominees, along with such other factors as it deems
appropriate given the then current needs of the Board of Directors and the Company, to maintain a balance of knowledge, experience and capability. In the
case of incumbent directors, our Nominating/Corporate Governance Committee reviews such directors' overall service to the Company during their term,
including the number of meetings attended, level of participation, quality of performance, and any other relationships and transactions that might impair
such directors' independence. In the case of new director candidates, the Nominating/Corporate Governance Committee also determines whether the nominee
must be 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/Corporate Governance Committee 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/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 of Directors. The
Nominating/Corporate Governance Committee meets to discuss and consider such candidates' qualifications and then selects a nominee for recommendation
to the Board of Directors by majority vote.
The Nominating/Corporate Governance Committee will consider director candidates recommended by stockholders and evaluate them using the same
criteria as candidates identified by the Board of Directors or the Nominating/Corporate Governance Committee for consideration. If a stockholder of the
Company wishes to recommend a director candidate for consideration by the Nominating/Corporate Governance Committee, the stockholder
recommendation should be delivered to the Corporate Secretary of the Company at the principal executive offices of the Company, and must include
information regarding the candidate and the stockholder making the recommendation as required by the Stockholder—Director Communications Policy. Our
Stockholder—Director
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Communications Policy can be found on the corporate governance section of our website at www.inva.com.
Stock Option Committee
The Stock Option Committee, of which our former chief executive officer and director was the sole member in 2018 may grant equity awards under the
2012 Equity Incentive Plan (the "2012 Incentive Plan") to employees who are not executive officers. During 2018, the Stock Option Committee was
disbanded.
COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION
Each of George Bickerstaff, Jules Haimovitz, Mark DiPaolo, Esq. and Sarah Schlesinger, M.D. served on the Compensation Committee during 2018 and
each of Catherine J. Friedman, Patrick LePore and Paul Pepe served on the Compensation Committee until his or her departure from the Board of Directors on
April 24, 2018. None of the members of the Compensation Committee during 2018 were at any time during the 2018 fiscal year (or at any other time) an
officer or employee of the Company. None of our executive officers serve as a member of the board of directors or compensation committee of any entity that
has one or more executive officers serving as a member of our Board of Directors or our Compensation Committee.
BOARD LEADERSHIP STRUCTURE
Dr. Odysseas Kostas, an independent outside director, has served as Chairperson of the Board of Directors since April, 2018. As Chairperson, Dr. Kostas
serves as chairperson for meetings of the Board of Directors and coordinates the activities of the Board of Directors, including coordinating an appropriate
schedule of Board of Directors and committee meetings, developing agendas for meetings of the Board of Directors, coordinating on the quality, quantity and
timeliness of information submitted by management to directors, discussing the results of the Interim Principal Executive Officer's performance evaluation
with the Chairperson of the Compensation Committee and, together with the Compensation Committee Chairperson, delivering the results of the evaluation
to the Interim Principal Executive Officer, and coordinating with the Corporate Secretary responses to questions and/or concerns from stockholders,
employees or other interested parties.
Our Board of Directors has determined to separate the roles of Chairperson and Interim Principal Executive Officer. Separating these positions allows our
Interim Principal Executive Officer to focus on our day-to-day business, while further enabling the Chairperson of the Board of Directors to lead the Board of
Directors in its fundamental role of providing advice to and independent oversight of management. Our Board of Directors recognizes the time, effort and
energy that our Interim Principal Executive Officer is required to devote to his position in the current business environment, as well as the commitment
required to serve as our Chairperson of the Board of Directors, particularly as the Board of Directors' oversight responsibilities continue to grow. We believe
that having separate positions and having an independent outside director serve as Chairperson of the Board of Directors is the appropriate leadership
structure for our Company at this time and demonstrates our commitment to good corporate governance.
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RISK OVERSIGHT MANAGEMENT
The Audit Committee reviews our overall enterprise risk management framework, including our overall risk exposures and our processes around the
management and monitoring of such risks, and the allocation of responsibilities for specific risk areas across our management, the Board of Directors and
committees of the Board of Directors. The Audit Committee will discuss with our management our major financial, legal, reporting and compliance risk
exposures and the steps management has taken to monitor and control such exposures, including our risk assessment and risk management policies and
guidelines. The Compensation Committee oversees risks related to our compensation programs and discusses with management its annual assessment of our
employee compensation policies and programs.
MEETINGS OF THE BOARD OF DIRECTORS
The Board of Directors met 16 times during 2018. Each director attended 75% or more of the aggregate of the meetings of the Board of Directors and of
the committees on which he or she served, held during the period for which such member was a director or committee member.
STOCKHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECTORS
Stockholders interested in communicating with the Board of Directors or a particular director should send correspondence to Innoviva, Inc. at 2000
Sierra Point Parkway, Suite 500, Brisbane, California 94005, Attention: Corporate Secretary. Each communication should set forth (i) the name and address of
the stockholder as it appears on the Company's books and, if the Common Stock is held by a brokerage firm or other intermediary, the name and address of
the beneficial owner of the Common Stock and (ii) the number of shares of the Company's Common Stock that are owned of record by the record holder and
beneficially by the beneficial owner. Pursuant to our stockholder-director communications policy, the Corporate Secretary has been instructed, in his
discretion, to screen out communications from stockholders that are not related to the duties and responsibilities of the Board of Directors. If deemed an
appropriate communication, the Corporate Secretary will forward such communication, depending on the subject matter, to the chairperson of a committee of
the Board of Directors or a particular director, as appropriate.
CODE OF BUSINESS CONDUCT
The Company has adopted the Innoviva, Inc. Code of Business Conduct that applies to all directors, officers and employees. The Code of Business
Conduct, as amended and restated on May 1, 2017, is available on the corporate governance section of our website at www.inva.com. If the Company makes
any substantive amendments to the Code of Business Conduct or grants any waiver from a provision of the Code of Business Conduct to any executive
officer or director, the Company will promptly disclose the nature of the amendment or waiver as required by applicable law.
Our non-employee directors receive both cash and equity compensation for services provided as a director. Equity compensation is structured as periodic
automatic grants under a program implemented under our 2012 Equity Incentive Plan, which are non-discretionary.
Cash Compensation. Each member of our Board of Directors who is not an employee was paid the following retainers for Board of Directors and
committee service in 2018:
•

$50,000 annual retainer for service as a member of our Board of Directors;

•

an additional $25,000 annual retainer for service as the chairperson of our Board of Directors;

•

$10,000 annual retainer for service as a member of our Audit Committee;

•

an additional $15,000 annual retainer for service as the chairperson of our Audit Committee;
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•

$10,000 annual retainer for service as a member of our Compensation Committee;

•

an additional $12,500 annual retainer for service as the chairperson of our Compensation Committee;

•

$5,000 annual retainer for service as a member of our Nominating/Corporate Governance Committee; and

•

An additional $7,500 annual retainer for service as the chairperson of our Nominating/Corporate Governance Committee.

The members of our Board of Directors are also eligible for reimbursement for their expenses incurred in attending Board of Directors' meetings in
accordance with Company policy.
Equity Compensation. Our non-employee directors receive the following initial equity awards upon joining our Board of Directors and annual equity
awards in connection with each annual meeting of stockholders:
•

Annual Equity Awards—Upon the conclusion of each regular annual meeting of stockholders, each non-employee director who continues to
serve as a member of the Board of Directors is automatically granted an RSU award covering a number of shares of our Common Stock equal to
$225,000 divided by the closing price of a share of our Common Stock on the date of grant, rounded down to the nearest whole share. Each
annual RSU award vests on the sooner of the next annual stockholder meeting or the one year anniversary of the date of grant, subject to the
director's continuous service through such date.

•

Initial Equity Awards—On the date of joining our Board of Directors, each new non-employee director is automatically granted a one-time
initial RSU award covering a number of shares of our Common Stock equal to $125,000 divided by the closing price of a share of our
Common Stock on the date of grant, rounded down to the nearest whole share. This initial RSU award vests in two equal annual installments
over the director's first two years of service. In addition, the new non-employee director also receives the annual equity award described above
(if joining on the date of our annual meeting of stockholders) or a pro-rated annual equity award (if joining on any other date) that vests on the
sooner of the next annual stockholder meeting or the one-year anniversary of the date of grant. The size of each pro-rated annual equity award
is based on the number of whole months remaining until the anniversary of the prior year's stockholders' meeting.

All RSU awards granted to our non-employee directors pursuant to the automatic grant program will vest in full if the Company is subject to a change in
control or the director dies while in service and will be settled in shares of our Common Stock on the vesting date. RSU awards granted to our non-employee
directors pursuant to the automatic grant program after October 2017 will also vest in full if the director becomes disabled while in service. Additionally, all
RSU awards granted to our non-employee directors pursuant to the automatic grant program carry dividend equivalent rights to be credited with an amount
equal to all cash dividends paid on the underlying shares of our Common Stock while unvested, which are paid in cash upon vesting.
In addition to the automatic RSUs described above, directors are also eligible to receive other equity awards under our 2012 Equity Incentive Plan.
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2018 Director Compensation Table
The following table sets forth all of the compensation awarded to, earned by, or paid to each person who served as a director during 2018, other than a
director who also served as a named executive officer.

Name

George Bickerstaff, III
Barbara Duncan
Catherine J. Friedman
Odysseas Kostas, M.D.(5)
Patrick LePore
Paul Pepe
William H. Waltrip
Mark A DiPaolo (5)
Jules Haimovitz
Sarah J Schlesinger

Fees Earned or
Paid in Cash

Stock
Awards

($)(1)

($)(2)(3)(4)

77,087
22,032
24,596
82,073
19,857
26,854
17,802
54,330
66,349
59,481

224,992

224,992

387,479
387,479
387,479

Total
($)

302,079
22,032
24,596
307,065
19,857
26,854
17,802
441,809
453,829
446,960

(1)

Includes the annual retainers earned or paid to each director.

(2)

The amounts in these columns represent the aggregate grant date fair value of stock awards granted to the director during 2018
computed in accordance with FASB ASC Topic 718. See Note 1 of the notes to our consolidated financial statements in our Annual
Report on Form 10-K filed with the SEC on February 19, 2019 for a discussion of all assumptions made by the Company in
determining the grant date fair value of our equity awards.

(3)

As of December 31, 2018, the directors held outstanding RSUs under which the following number of shares of our Common Stock are
issuable: 104,585.

(4)

As of December 31, 2018, the directors held outstanding options to purchase the following number of shares of our Common Stock:
75,850.

(5)

Cash compensation paid to Sarissa Capital Management LP.

NON-EMPLOYEE DIRECTOR STOCK OWNERSHIP GUIDELINES
In July of 2010, the Board of Directors adopted stock ownership guidelines for non-employee directors. Pursuant to these guidelines, beginning on the
later of July 20, 2015 or after five years of service, non-employee directors are expected to hold shares of our Common Stock (including RSUs, whether or not
vested) with a value equal to at least three times their annual base cash retainer. The guidelines were amended in October of 2017 to increase the number of
shares our non-employee directors are expected to hold to a value equal to at least ten times their annual cash retainer. Our non-employee directors have five
years from the date of the amendment to comply with the increased guideline.
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PROPOSAL 2
ADVISORY VOTE ON EXECUTIVE COMPENSATION
In accordance with SEC rules, stockholders are being asked to approve, on a non-binding advisory basis, the compensation of our named executive
officers as disclosed in this Proxy Statement. This is commonly referred to as a "Say-On-Pay" proposal.
This vote is not intended to address any specific item of compensation, but rather the overall compensation of our named executive officers and the
philosophy, policies and practices described in this Proxy Statement. As described further in the "Security Ownership of Certain Beneficial Owners and
Management" section of this Proxy Statement, beginning on page 21, including the "Compensation Discussion and Analysis" and the related tables and
narrative, the primary goals of our compensation program are to fairly compensate employees, attract and retain highly qualified employees, motivate the
performance of our employees towards, and reward the achievement of, clearly defined corporate goals, and align our employees' long-term interests with
those of our stockholders.
2018 was a successful year for Innoviva, as we met and exceeded all of the corporate goals that were set for the year. Additionally, our stock price
appreciated in value from $14.19 per share at the end of 2017 to $17.45 per share at the end of 2018. The year was highlighted by record revenues, operating
profits and cash flow which were enabled by strong commercial performance of RELVAR®/BREO® ELLIPTA®, ANORO® ELLIPTA®, and TRELEGY®
ELLIPTA®.
In accordance with Section 14A of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), we are asking stockholders to vote on the
following resolution:
RESOLVED, that the Company's stockholders approve the compensation of the Company's named executive officers as disclosed in the 2018 Summary
Compensation Table and the accompanying tables and narrative, including "Compensation Discussion and Analysis."
This Say-On-Pay vote is advisory, and therefore not binding on our Compensation Committee or Board of Directors. Our Board of Directors and our
Compensation Committee value the opinions of our stockholders, however, and will carefully review and consider the voting results when evaluating our
executive compensation programs.
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
A VOTE "FOR" PROPOSAL 2.
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PROPOSAL 3
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Audit Committee has selected Grant Thornton LLP, independent registered public accounting firm, as our independent auditors for the fiscal year
ending December 31, 2019 and has further directed that management submit the selection of independent auditors for ratification by the stockholders at the
Annual Meeting. Representatives of Grant Thornton 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 our Bylaws nor other governing documents or law require stockholder ratification of the selection of Grant Thornton LLP as our independent
registered public accounting firm. However, the Board of Directors is submitting the selection of Grant Thornton LLP to the stockholders for ratification as a
matter of good corporate practice. If the stockholders fail to ratify the selection, the Audit Committee of the Board of Directors will reconsider whether or not
to retain that firm. Even if the selection is ratified, the Audit Committee of the Board of Directors in its discretion may direct the appointment of different
independent auditors at any time during the year if it determines that such a change would be in the best interests 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 Grant Thornton LLP. Abstentions will be counted toward the tabulation of votes cast on proposals presented to the
stockholders and will have the same effect as negative votes. Broker non-votes are counted toward a quorum, but are not counted for any purpose in
determining whether this matter has been approved.
Change in Accountants
Ernst & Young LLP audited our consolidated financial statements since 1996. On February 22, 2019, Ernst & Young LLP was dismissed as our
independent registered public accounting firm. Grant Thornton LLP has been engaged as our new independent registered public accounting firm, effective as
of February 27, 2019. The Audit Committee of the Board of Directors of the Company approved the dismissal of Ernst & Young LLP and approved the
engagement of Grant Thornton LLP as our independent registered public accounting firm.
None of the reports of Ernst & Young LLP on our financial statements for the past two years contained an adverse opinion or disclaimer of opinion, or
was qualified or modified as to uncertainty, audit scope or accounting principles.
During the Company's fiscal years ended December 31, 2018 and December 31, 2017, and the subsequent interim periods preceding their dismissal, there
were no disagreements with Ernst & Young LLP, whether or not resolved, on any matter of accounting principles or practices, financial statement disclosure,
or auditing scope or procedure, which, if not resolved to the satisfaction of Ernst & Young LLP, would have caused them to make reference to the subject
matter of the disagreement in connection with their report on the Company's financial statements, nor was there any reportable event (as described in
paragraph 304(a)(1)(v) of Regulation S-K).
In connection with the filing of the Company's Current Report on Form 8-K dated February 27, 2019 (the "Form 8-K"), the Company provided Ernst &
Young LLP with a copy of the above disclosures, and requested that Ernst & Young LLP furnish a letter addressed to the SEC stating whether or not Ernst &
Young LLP agrees with the statements in the immediately preceding paragraph. The Company subsequently received the requested letter, and a copy of
Ernst & Young LLP's letter, dated February 27, 2019, was filed as Exhibit 16.1 to the Form 8-K.
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As of February 22, 2019, pursuant to the Audit Committee's determination, the Company engaged Grant Thornton LLP to serve as its independent
registered public accounting firm for fiscal year 2019. During the two most recent fiscal years and the interim periods preceding the engagement, and through
the date of this Report, neither the Company nor anyone on its behalf has previously consulted with Grant Thornton LLP regarding either (a) the application
of accounting principles to a specified transaction, either completed or proposed; or the type of audit opinion that might be rendered on the Company's
financial statements, and neither a written report was provided nor oral advice was provided to the Company that Grant Thornton LLP concluded was an
important factor considered by the Company in reaching a decision as to the accounting, auditing or financial reporting issue; or (b) any matter that was
either the subject of a disagreement (as defined in paragraph 304(a)(1)(iv) of Regulation S-K and the related instructions thereto) or a reportable event (as
described in paragraph 304(a)(1)(v) of Regulation S-K).
Audit and Non-Audit Fees
The following table represents aggregate fees billed or to be billed to the Company for the fiscal years ended December 31, 2018 and December 31, 2017
by Ernst & Young LLP, our principal accountant during that period.
Fiscal Year
Ended
December 31,
2018
2017
(in thousands)

Audit Fees(1)
Audit Related Fees(2)
Tax Fees(3)
All Other Fees
Total Fees

$ 613
122
148
—
$ 883

$ 730
—
264
—
$ 994

(1)

For professional services rendered for the integrated audits of annual financial statements, including the audit of annual
financial statements for the years ended December 31, 2018 and 2017 and the audit of internal control over financial reporting
as of December 31, 2018 and 2017. For the years ended December 31, 2018 and 2017, the audit fees also include the review of
quarterly financial statements included in our quarterly reports on Form 10 Q, fees for services associated with our registration
statements, and accounting consultations.

(2)

Audit related fees for the year ended December 31, 2018 include the audits associated with the royalties earned from the
collaboration arrangement with GlaxoSmithKline for the years ended December 31, 2017 and 2016.

(3)

Tax fees include tax compliance, advisory and planning services.

All fees described above were pre-approved by the Audit Committee.
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PRE-APPROVAL POLICIES AND PROCEDURES
The Audit Committee's policy is to pre-approve all audit and permissible non-audit services rendered by Grant Thornton LLP, our independent registered
public accounting firm. The Audit Committee pre-approves specified services in defined categories of audit services, audit-related services and tax services
up to specified amounts, as part of the Audit Committee's approval of the scope of the engagement of Grant Thornton LLP or on an individual case-by-case
basis before Grant Thornton LLP is engaged to provide a service. The Audit Committee has determined that the rendering of the services other than audit
services by Grant Thornton LLP is compatible with maintaining the principal accountant's independence.
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
A VOTE "FOR" PROPOSAL 3.
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REPORT OF THE AUDIT COMMITTEE(1)
The Audit Committee has reviewed and discussed with our management the audited financial statements of the Company included in our Annual Report
on Form 10-K for the fiscal year ended December 31, 2018 (the "10-K").
The Audit Committee has also reviewed and discussed with Ernst & Young LLP the audited financial statements in the 10-K. In addition, the Audit
Committee discussed with Ernst & Young LLP those matters required to be discussed by the auditors with the Audit Committee under Public Company
Accounting Oversight Board (the "PCAOB") Audit Standard No. 1301, Communications with Audit Committees. Additionally, Ernst & Young LLP provided
to the Audit Committee the written disclosures required by PCAOB Ethics and Independence Rule 3526, Communication with Audit Committees Concerning
Independence and discussed with Ernst & Young LLP the independent auditors' independence.
Based upon the review and discussions described above, the Audit Committee recommended to the Board of Directors that the audited financial
statements be included in the Company's 10-K for filing with the SEC.
Submitted by the following members of the Audit Committee:
George W. Bickerstaff, III, Chairperson
Odysseas Kostas, M.D.
Jules Haimovitz

(1)

The material in this report is not "soliciting material," is not deemed "filed" with the SEC and is not to be incorporated by reference in any filing of
Innoviva under the Securities Act or the Exchange Act, whether made before or after the date hereof and irrespective of any general incorporation
language in any such filing.
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EXECUTIVE OFFICERS
The following table sets forth the name, age, and position of each of our executive officers as of February 28, 2019:
Name

Age

Geoffrey Hulme
Marianne Zhen

Positions Held

52 Interim Principal Executive Officer
50 Chief Accounting Officer

Geoffrey Hulme was appointed Interim Principal Executive Officer in May 2018. Prior to his hiring, Mr. Hulme served as the owner and manager of Steel
Valley Capital LLC since 2016 and Steel Valley Advisors LLC, a registered investment adviser, since 2017. Previously, from 1998 to 2015, he worked at
Amici Capital, LLC, serving in various roles, including as Director of Research, a portfolio manager and a director of various funds managed by Amici.
Mr. Hulme earned a Bachelor of Science degree in Business Administration with a concentration in Finance, summa cum laude, from Villanova University.
Marianne Zhen was appointed Chief Accounting Officer in July 2018. Ms. Zhen joined Innoviva in October 2014 as Corporate Controller. Prior to
joining Innoviva, Ms. Zhen served as the Corporate Controller at Steelwedge Software Inc. from 2012 to 2014, Intelmate from 2011 to 2012 and
Model N, Inc. from 2007 to 2011. Ms. Zhen earned a Bachelor of Science degree in Business Administration with a concentration in Accounting from San
Francisco State University. She is a Certified Public Accountant and a member of the American Institute of Certified Public Accountants.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information known to us regarding beneficial ownership of our voting securities as of February 28, 2019 by:
•

each person known by us to be the beneficial owner of more than 5% of any class of our voting securities;

•

our named executive officers;

•

each of our directors; and

•

all executive officers and directors as a group.

Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities.
Except as noted by footnote, and subject to community property laws where applicable, the persons named in the table below have sole voting and
investment power with respect to all shares of Common Stock shown as beneficially owned by them. The table below is based upon information supplied by
officers, directors and principal stockholders and Schedules 13G filed with the SEC.
This table lists applicable percentage ownership based on 101,139,713 shares of Common Stock outstanding as of February 28, 2019. Options to
purchase shares of our Common Stock that are exercisable within 60 days of February 28, 2019 and RSUs that may be settled on or within 60 days of
February 28, 2019 are deemed to be beneficially owned by the persons holding these options for the purpose of computing percentage ownership of that
person, but are not treated as outstanding for the purpose of computing any other person's ownership percentage.

Name and Address of Beneficial Owner(1)

Number of Shares

Percent of Total
Outstanding Common
Stock

5% Stockholders
GlaxoSmithKline plc(2)
980 Great West Road
Brentford
Middlesex
TW8 9GS
United Kingdom

32,005,260

31.6%

BlackRock, Inc.(3)
55 East 52 nd Street
New York, NY 10022

11,792,976

11.7%

Renaissance Technologies LLC ( 4)
800 Third Avenue
New York, NY 10022

6,112,708

6.0%

The Vanguard Group (5)
100 Vanguard Blvd.
Malvern, PA 19355

7,063,337

7.0%

Sarissa Capital Management LP(6)
660 Steamboat Road
Greenwich, CT 06830

5,796,100

5.73%

Directors and Officers
George W. Bickerstaff, III, Director(7)

49,227

*

Mark DiPaolo, Esq., Director(8)

20,721

*

Jules Haimovitz, Director(9)

32,921

*

Odysseas D. Kostas, M.D., Director(10)

24,227

*
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Name and Address of Beneficial Owner(1)

Number of Shares

Percent of Total
Outstanding Common
Stock

Sarah Schlesinger, M.D., Director(11)

20,721

*

Geoffrey Hulme, interim Principal Executive Officer

12,907

*

Marianne Zhen, Chief Accounting Officer

18,664

*

179,388

*

All current executive officers and directors as a group (7 persons)(12)
*

Less than one percent.

(1)

Unless otherwise indicated, the address for each beneficial owner is c/o Innoviva, Inc., 2000 Sierra Point Parkway, Suite 500, Brisbane,
California 94005.

(2)

As reported on Schedule 13D/A filed on April 10, 2018. The report states that GlaxoSmithKline plc has sole voting and dispositive
power over all 32,005,260 shares.

(3)

As reported on Schedule 13G/A filed with the SEC on January 28, 2019. The report states that BlackRock, Inc. is a parent holding
company that has beneficial ownership of the shares reported through its subsidiaries. BlackRock, Inc. has sole voting power over
11,534,255 shares and sole dispositive power over 11,792,976 shares.

(4)

As reported on Schedule 13G filed with the SEC on February 12, 2019. The report states that Renaissance Technologies LLC has sole
voting power over 6,106,888 shares, sole dispositive power over 11,792,976 shares and shared dispositive power over 4,180 shares.

(5)

As reported on Schedule 13G/A filed with the SEC on February 11, 2019. The report states that The Vanguard Group has sole voting
power over 144,026 shares, shared voting power over 11,440 shares, sole dispositive power over 6,916,326 shares and shared
dispositive power over 147,011 shares. Vanguard Fiduciary Trust Company, a wholly-owned subsidiary of The Vanguard Group, Inc.,
is the beneficial owner of 135,571 shares or .13% of the shares outstanding of the Company as a result of its serving as investment
manager of collective trust accounts. Vanguard Investments Australia, Ltd., a wholly-owned subsidiary of The Vanguard Group, Inc.,
is the beneficial owner of 19,895 shares or .01% of the shares outstanding of the Company as a result of its serving as investment
manager of Australian investment offerings.

(6)

As reported on Schedule 13D filed on February 25, 2019. The report states that Sarissa Capital Management LP has sole voting and
dispositive power over 516,100 shares and shared voting and dispositive power over 5,280,000 shares.

(7)

Includes 14,249 shares subject to RSUs that will settle within 60 days of February 28, 2019.

(8)

Includes 14,249 shares subject to RSUs that will settle within 60 days of February 28, 2019.

(9)

Includes 14,249 shares subject to RSUs that will settle within 60 days of February 28, 2019.

(10)

Includes 14,249 shares subject to RSUs that will settle within 60 days of February 28, 2019.

(11)

Includes 14,249 shares subject to RSUs that will settle within 60 days of February 28, 2019.

(12)

Includes an aggregate of 71,245 shares subject to RSUs that will settle within 60 days of February 28, 2019.
SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our directors, executive officers, and holders of more than 10% of our Common Stock to file reports regarding
their ownership and changes in ownership of our securities with the SEC, and to furnish us with copies of all Section 16(a) reports that they file.
We believe that during the fiscal year ended December 31, 2018, our directors, executive officers, and greater than 10% stockholders complied with all
applicable Section 16(a) filing requirements. In making these statements, we have relied upon a review of the copies of Section 16(a) reports furnished to us
and written representations from certain parties that no other reports were required.
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COMPENSATION DISCUSSION AND ANALYSIS
This Compensation Discussion and Analysis provides an overview of how our named executive officers were compensated in 2018, as well as how this
compensation furthers our established compensation philosophy and objectives.
For 2018, our "named executive officers" consisted of the following individuals:
•

Geoffrey L. Hulme, our interim Principal Executive Officer;(1)

•

Marianne Zhen, our Chief Accounting Officer;(2)

•

Michael W. Aguiar, our former President and Chief Executive Officer;(3)

•

Eric d'Esparbes, our former Senior Vice President, Chief Financial Officer and interim Principal Executive Officer;(4)

•

George B. Abercrombie, our former Senior Vice President and Chief Commercial Officer;(5) and

•

Theodore J. Witek, Jr., our former Senior Vice President and Chief Scientific Officer.(6)

Compensation Philosophy and Objectives
During 2018, our Board of Directors and Compensation Committee performed a comprehensive review of our executive compensation practices and
determined that the former executives were overcompensated, as their compensation was in line with market practices for operating businesses, as opposed to
a business that is primarily managing drug-royalties received from a third-party. In connection with this review, our Board of Directors and Compensation
Committee decided to overhaul the former executive team and significantly reduce the total costs associated with our executive compensation on a goforward basis.
The primary goal of our executive compensation program is to maintain a compensation program that fairly compensates employees, allows us to attract
and retain highly qualified employees, motivates the performance of employees towards clearly defined corporate goals, rewards goal achievement and aligns
employees' long-term interests with those of our stockholders.
Compensation Committee
Our Compensation Committee is currently comprised of four independent members of our Board of Directors. The Compensation Committee's primary
responsibilities are to review the performance of our named executive officers in achieving corporate objectives and to assure that our named executive
officers as well as other non-executive employees are compensated effectively in a manner consistent

(1)

Mr. Hulme was appointed as our interim Principal Executive Officer on May 21, 2018.

(2)

Ms. Zhen was appointed as our Chief Accounting Officer effective as of July 27, 2018. In her role as the Chief Accounting Officer, Ms. Zhen is our
Principal Financial Officer for reporting purposes.

(3)

Mr. Aguiar's employment was terminated on February 6, 2018.

(4)

Mr. d'Esparbes served as our interim Principal Executive Officer following Mr. Aguiar's departure until the appointment of Mr. Hulme to such
position. Mr. d'Esparbes also served as our Senior Vice President and Chief Financial Officer until his termination on August 17, 2018.

(5)

Mr. Abercrombie's employment was terminated effective as of September 26, 2018.

(6)

Mr. Witek's employment was terminated effective as of September 26, 2018.
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with our compensation philosophy and competitive practice. Our Compensation Committee has the final discretion with respect to salary increases, annual
bonuses and equity awards, but it solicits recommendations from Mr. Hulme on the compensation of his direct reports and other employees generally.
Mr. Hulme is not involved in any decisions with respect to his compensation.
Our Compensation Committee has the authority under its charter to engage the services of outside advisors, experts and others to assist the
Compensation Committee. In accordance with this authority, the Compensation Committee confers from time to time with its independent executive
compensation consultant, FW Cook. FW Cook is consulted by and reports directly to the Compensation Committee and its role is to assist and advise the
Compensation Committee on matters related to compensation for executive officers, other key employees and non-employee directors. FW Cook does not
work on projects for management except as an agent of the Compensation Committee and with the advance knowledge and approval of the Chairman of the
Compensation Committee. The Compensation Committee has the sole authority to retain and dismiss its outside compensation consultants.
Our Compensation Committee has not set any formal benchmarks or engaged in a comprehensive review of any peer group in determining the
compensation of our named executive officers and instead has relied on the general experience of its members and expertise of its outside compensation
consultants for determining the appropriate amount of compensation to each of our named executive officers after taking into account the stated goal of
reducing our overall executive compensation costs.
2018 Vote on Executive Compensation
At our 2018 annual meeting of stockholders, approximately 98.7% of our stockholders who cast a vote (disregarding those who abstained and broker
non-votes) voted "For" a non-binding advisory resolution approving the compensation of our named executive officers, as disclosed in the proxy statement
for that meeting. Our Compensation Committee reviewed these results and determined that the vast majority of our stockholders are supportive of the
Compensation Committee's efforts to control executive compensation costs.
Principal Elements of Compensation
Base Salaries
Base salaries are set to reflect compensation commensurate with the individual's current position. The salaries for our named executive officers were
established based on the underlying scope of their respective responsibilities. The initial compensation for Mr. Hulme was negotiated as part of his
appointment as our interim Principal Executive Officer and was included in his offer letter. For 2018, Mr. Hulme recommended, and our Compensation
Committee approved, an increase in Ms. Zhen's base salary from $220,000 to $275,000 in connection with her appointment to Chief Accounting Officer
effective July 2018 and the increased responsibilities associated with her appointment.
Annual Cash Incentive Compensation
Mr. Hulme's target bonus percentage for 2018 was set at 60% upon his appointment as our interim Principal Executive Officer on May 21, 2018. In
connection with her promotion to Chief Accounting Officer effective July 2018, Ms. Zhen's target bonus percentage was increased from 20% to 45%. Due to
the changes resulting from our executive overhaul in 2018, the Compensation Committee determined that it would be necessary to maintain flexibility in
paying 2018 bonuses and decided to retain the discretion to set the amount of 2018 bonuses actually paid to the remaining executives. On a go-forward
basis, our Compensation Committee intends to tie annual bonuses to the achievement of clearly defined objectives that align the incentives of our employees
with the interests of our stockholders.
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In recognition of Mr. Hulme's and Ms. Zhen's strong performance in 2018 and value added by them to the Company, the Compensation Committee
determined that Mr. Hulme and Ms. Zhen should be paid 2018 bonuses equal to 100% of their target bonus opportunity. Mr. Hulme's bonus was prorated
based on the number of days of his employment with the Company during 2018. With respect to Ms. Zhen, for the period prior to her promotion to Chief
Accounting Officer effective as of July 27, 2018, Ms. Zhen's 2018 bonus was prorated based on the base salary and target bonus opportunity in effect for such
period (i.e., $220,000 and 20%), and for the period after her promotion her 2018 bonus was prorated based on the base salary and target annual bonus
opportunity in effect for that period (i.e., $275,000 and 45%).
Equity Incentive Compensation
The types of equity compensation that may comprise the mix of officer compensation consist of restricted stock units ("RSUs") and restricted stock
awards ("RSAs"), each of which may be subject to time- and/or performance-based vesting conditions. We do not use a targeted cash/equity split to set officer
compensation.
The 2018 annual equity awards were made in the first quarter of 2018, prior to the 2018 vote of our stockholders on the compensation of our named
executive officers. The 2018 awards for Messrs. d'Esparbes, Abercrombie and Witek were designed with two-thirds of the target award subject to performancebased vesting (the "Performance Awards") and the remaining one-third of the award with standard time-based vesting. Such awards reflected an increase in the
proportion of performance-based vesting compared to 2017, in which one-third of the annual awards were performance-based, in order to more closely align
the officers' pay with the performance of the Company.
Mr. Hulme did not receive an annual award for 2018 since his employment with the Company commenced after the Company had granted its 2018
awards. The offer letter we entered into with Mr. Hulme in connection with the commencement of his employment with us provides for the grant of a
nonstatutory stock option to purchase a number of shares of the Company's Common Stock to be determined by our Board of Directors or Compensation
Committee, subject to the approval of our Board of Directors or our Compensation Committee. In satisfaction of this provision, the Compensation Committee
approved the grant of 9,000 fully vested shares to Mr. Hulme on February 19, 2019. Although this grant was made in 2019 and therefore is not included in
the Summary Compensation Table herein, the Compensation Committee made such grant in part as consideration for services performed in 2018 by
Mr. Hulme.
Ms. Zhen was not an executive officer at the time of the 2018 awards, and her 2018 annual equity award was subject to standard time-based vesting only,
consistent with the annual 2018 awards granted to other non-executives.
Mr. Aguiar's employment was terminated prior to the date of the 2018 annual equity grants, and so he did not receive any annual equity awards for 2018.
Messrs. Abercrombie and Witek each received his 2018 annual equity award (both the time-based and, if applicable, performance-based portions) in the
form of RSAs, whereas Mr. Witek received RSUs due to Canadian tax considerations.
For each of Ms. Zhen and Messrs. d'Esparbes and Abercrombie, the time-based portion of the 2018 annual equity award as originally granted was
scheduled to vest over a period of four years (with the first 25% scheduled to vest on February 20, 2019 and the remainder in equal quarterly installments
over the next three years thereafter), subject to the officer's continued service through each vesting date. Due to Canadian tax considerations, the time-based
portion of Mr. Witek's 2018 annual equity award was scheduled to vest over a three-year period as follows: 25% on February 20, 2019, 6.25% on each of
May 20, 2019, August 20, 2019, November 20, 2019, February 20, 2020, May 20, 2020 and
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August 20, 2020, and the remaining 37.5% vests on November 20, 2020, provided Mr. Witek remains in continuous service through each vesting date.
The 2018 Performance Awards, which were granted to Messrs. d'Esparbes, Abercrombie and Witek, were eligible to vest based on the cumulative growth
in the total shareholder return ("TSR") of our common stock during the three-year performance period from March 2, 2018 through March 2, 2021 (or, in the
case of Mr. Witek, through September 30, 2020). After the end of the performance period, the number of shares for which the performance-based vesting
conditions have been satisfied will be calculated by multiplying the "payout percentage" by the target number of shares granted, rounded down to the nearest
whole share.
For the 2018 Performance Awards, the payout percentage is calculated as follows:




Cumulative TSR Growth (1)
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0%
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–10%
–20%

Payout Percentage(2)
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(1)

Calculated by dividing (i) the increase in the share price of the Company's Common Stock during the performance period plus
the reinvested dividends by (ii) the share price at the start of the performance period.

(2)

Straight line interpolation will be used for TSR growth in between the threshold, target and maximum amounts.

Messrs. d'Esparbes, Abercrombie and Witek forfeited their 2018 annual equity awards in their entirety in connection with their separation from the
Company in 2018.
In addition to the 2018 annual awards, the Company granted an award of 1,779 RSAs to Ms. Zhen in September 2018 in connection with her promotion
to Chief Accounting Officer in order to align her equity compensation level with her enhanced duties and responsibilities. Such award is subject to the same
time-based vesting schedule as Ms. Zhen's 2018 annual award, with the first 25% vesting on February 20, 2019 and the remainder in equal quarterly
installments over the next three years thereafter, subject to her continuous service through each vesting date.
Retention Bonus
The Compensation Committee determined that Ms. Zhen would play an important role in the continued operation of the business and felt it necessary to
grant a retention bonus to Ms. Zhen in order to incentivize her to remain with the Company through the restructuring of the management team. The terms of
Ms. Zhen's retention agreement are incorporated into her letter agreement and described in more detail below.
Perquisites
The Company does not provide a non-qualified deferred compensation program or a supplemental executive retirement plan. Generally, the Company
does not provide perquisites or other personal benefits to named executive officers, and during 2018 we did not provide any perquisites to executive officers
that were not provided to all employees other than the reimbursement of expenses incurred by
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Mr. Witek in the preparation of his personal income taxes, which we provided due to his residency outside of the United States.
New Employment Arrangements
We entered into an offer letter with Mr. Hulme in connection with his appointment as our interim Principal Executive Officer, which our Compensation
Committee concluded was necessary to convince Mr. Hulme to accept the position and afford him reasonable protection in the event that his employment is
terminated without "cause." The Compensation Committee determined that the compensation package offered to Mr. Hulme was reasonable given his role
and the current needs of the Company. The terms of Mr. Hulme's offer letter are described in more detail below.
Additionally, we entered into a letter agreement with Ms. Zhen in connection with her promotion to Chief Accounting Officer pursuant to which she was
granted a new equity award and provided with severance protection, each of which our Compensation Committee determined was necessary to retain the
services of Ms. Zhen going forward. The terms of Ms. Zhen's agreement are described in more detail below.
Severance Arrangements
We entered into separation agreements with each of our departing named executive officers, including Messrs. Aguiar, d'Esparbes, Abercrombie and
Witek, pursuant to which we paid severance in accordance with the terms of their existing arrangements with the Company (each as described in more detail
below) and, for Messrs. Aguiar and d'Esparbes, provided accelerated vesting of certain shares of restricted stock. Mr. Aguiar's separation agreement provided
for the accelerated vesting of 164,045 restricted shares of Common Stock, which was provided to ensure a smooth and amicable separation. In addition,
Mr. d'Esparbes' separation agreement provided for the accelerated vesting of 16,501 restricted shares of Common Stock. We provided such accelerated
vesting to Mr. d'Esparbes because his termination date occurred on August 17, 2018, three days before such shares would have vested had he remained
employed through such date, and in recognition of his efforts in effectuating a smooth transition for our executive overhaul. For more information regarding
the separation agreements with our former named executive officers, please see the section titled "Potential Payments Upon Termination or Change in
Control" beginning on page 35.
Tax Deductibility of Pay
Section 162(m) of the Internal Revenue Code places a limit of $1,000,000 on the amount of compensation that we may deduct in any one year with
respect to each of its CEO and certain other executive officers. Prior to enactment of the Tax Cuts and Jobs Act on December 22, 2017 (the "Tax Act"), there
was an exception to the $1,000,000 limitation for performance-based compensation meeting certain requirements. Historically some of our named executive
officer compensation arrangements were intended to qualify for this exception. However, the Tax Act eliminated the Section 162(m) performance-based
compensation exemption prospectively and expanded the group of employees covered by the $1,000,000 limitation, effective for taxable years beginning
after December 31, 2017. Accordingly, we are not be able to structure 2018 compensation paid to certain executive officers in excess of $1,000,000 to qualify
as performance-based compensation under Section 162(m) to preserve the tax deductibility of that compensation. Rather, beginning in 2018, compensation
paid to certain executive officers in excess of $1,000,000 will generally not be deductible. However, to maintain flexibility in compensating executive
officers in a manner designed to promote varying corporate goals, our Compensation Committee has not adopted a policy requiring all compensation to be
deductible.
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Corporate Governance Policies
We have the following corporate governance policies that complement our executive compensation program:
Our Stock Ownership Guidelines that were adopted in February 2012 require each of our executive officers to own shares and share equivalents equal in
value to a multiple of base salary, specifically six times salary for the CEO and two times salary for the other executive officers. Officers are required to be in
compliance with these guidelines by the five year anniversary of the adoption of the guidelines, or, if later, by the five year anniversary of their
commencement of service as an executive officer. Thereafter, compliance will be measured annually. If, at the compliance measurement date, the executive
officer does not meet the guideline, then until such officer is in compliance, he or she will be expected to hold 50% of the after-tax Innoviva shares acquired
thereafter, whether by option exercise, vesting or settlement of equity awards, or an open-market purchase.
Our Recoupment Policy, or clawback policy, permits the Company to recoup a portion of executive officers' cash bonuses in the event the Company is
required to prepare an accounting restatement due to material noncompliance with financial reporting requirements, to the extent that the bonus is earned
based on financial metrics that are the subject of the restatement.
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COMPENSATION COMMITTEE REPORT(1)
The Compensation Committee has reviewed and discussed the foregoing Compensation Discussion and Analysis with management and, based on such
review and discussions, the Compensation Committee has recommended to the Board of Directors that the Compensation Discussion and Analysis be
included in this Proxy Statement.
Submitted by the following members of the Compensation Committee:
George Bickerstaff, III
Mark DiPaolo, Esq.
Jules Haimovitz
Sarah Schlesinger, M.D.

(1)

The material in this report is not "soliciting material," is not deemed "filed" with the SEC and is not to be incorporated by reference in any filing of
Innoviva under the Securities Act or the Exchange Act, whether made before or after the date hereof and irrespective of any general incorporation
language in any such filing.
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Summary Compensation Table
The following table sets forth all of the compensation awarded to, earned by, or paid to our named executive officers for fiscal years 2018, 2017 and
2016.

Salary

Stock
Awards

Non-Equity
Incentive Plan
Compensation

($)(2)

($)(3)

Year
(b)
2018

(c)
184,375

Bonus
($)
(d)
110,323(6)

Marianne Zhen(7)
Chief Accounting Officer

2018

239,602

77,524(8)

Michael W. Aguiar(10)
Former President and Chief
Executive Officer

2018

76,434

—

2017
2016

772,822
746,688

250,000
—

Eric d'Esparbes(13)
Former Senior Vice President
and Chief Financial Officer

2018

280,217

—

1,175,054(14)

2017
2016

441,546
422,920

—
—

1,253,605
863,662

George B. Abercrombie(16)
Former Senior Vice President
and Chief Commercial Officer

2018

325,249

—

934,765

—

2017
2016

436,684
421,917

—
21,096

1,002,879
690,929

218,342
253,150

Theodore J. Witek, Jr. (16)
Former Senior Vice President
and Chief Scientific Officer
Clinical and Medical Affairs

2018

324,248

—

920,372

—

2017
2016

435,340
420,619

—
—

999,678
681,902

217,670
252,371

Name and Principal Position
(a)
Geoffrey L. Hulme(5)
Interim Principal Executive Officer

($)(1)

(e)

124,946

903,467(11)
3,134,018
2,159,152

7,500

Total
($)
(j)
302,198

20,333

477,405

($)(4)
(i)

(g)
—

All Other
Compensation

—

15,000(9)

—
—
672,019
—
220,773
253,752

2,725,212(12)

3,705,113

20,000
19,667

4,176,840
3,597,526

1,371,443(15)

2,826,714

12,000
9,605

1,927,923
1,549,940

624,374(17)
20,000
12,000
628,786(18)
31,983
23,712

1,884,388
1,677,906
1,399,092
1,873,406
1,684,671
1,378,604

(1)

Includes amounts deferred by the officer pursuant to our 401(k) plan.

(2)

The amounts in this column represent the aggregate grant date fair value of stock awards granted to the officer in the applicable fiscal year computed in accordance with FASB ASC
Topic 718. In accordance with the SEC rules, the grant date fair value of any award subject to a performance condition is based on the probable outcome of the performance
conditions. With respect to the RSAs for which vesting was accelerated under Messrs. Aguiar's and d'Esparbes' separation agreements, the incremental fair value of the accelerated
awards as of the date of acceleration is included in the amounts shown in this column in accordance with FASB ASC Topic 718. See Note 6 of the notes to our consolidated
financial statements in our Annual Report on Form 10-K filed on February 19, 2019 for a discussion of all assumptions made by the Company in determining the grant date fair
values of its equity awards.

(3)

The amounts in this column reflect cash bonus awards earned by the named executive officers under our 2016 and 2017 annual cash bonus plans, which were paid in the first quarter
of the following year. The 2018 annual cash bonuses were discretionary and are reflected in the Bonus column of the Summary Compensation Table.

(4)

The amounts for 2018 in this column reflect a 401(k) matching contribution made by the Company, which was provided to our named executive officers on the same basis as it
was provided to all other regular U.S. employees. For Mr. Witek, the amount also includes a reimbursement by the Company of $12,320 for personal income tax preparation fees.

(5)

Mr. Hulme was appointed interim Principal Executive Officer starting May 21, 2018. Mr. Hulme's annual base salary rate is $300,000.

(6)

The Compensation Committee determined that Mr. Hulme would receive a discretionary bonus for 2018 equal to 100% of his target bonus opportunity which was equal to 60% of
his annual base salary, prorated based on the number of days he was employed with the Company during 2018.

(7)

Effective July 27, 2018, Ms. Zhen was promoted Chief Accounting Officer. In connection with her promotion, Ms. Zhen's annual base salary was increased from $220,000 to
$275,000.

(8)

The Compensation Committee determined that Ms. Zhen would receive a discretionary bonus for 2018 equal to 100% of her target bonus opportunity, prorated based on the period
before and after her promotion to Chief Accounting Officer. For the period prior to her promotion to Chief Accounting Officer, Ms. Zhen's 2018 bonus was prorated based on the
base salary and target annual bonus opportunity in effect for such period (i.e., $220,000 and 20%), and for the period after her promotion her 2018 bonus was prorated based on the
base salary and target annual bonus opportunity in effect for that period (i.e., $275,000 and 45%).

(9)

Reflects retention bonus payments made to Ms. Zhen pursuant to her retention agreement and letter agreement upon the Company's filing of the Quarterly Report on Form 10-Q for
the quarters ended March 31, 2018, June 30, 2018 and September 30, 2018.

(10)

Mr. Aguiar resigned as our President and Chief Executive Officer on February 6, 2018. Prior to his resignation, his annual base salary was $776,103.
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(11)

Reflects the incremental fair value of the 164,045 shares of Common Stock underlying RSAs that were accelerated pursuant to Mr. Aguiar's separation agreement.

(12)

Includes the amount paid pursuant to Mr. Aguiar's separation agreement, which represents 24 months' salary ($1,545,645) plus two times his target bonus ($1,159,234). This
amount also includes a 401(k) matching contribution of $20,333 made by the Company. In addition, Mr. Aguiar was paid $250,000 in lieu of his 2017 annual cash bonus pursuant
to the terms of his separation agreement, which amount is reflected in the Bonus column for 2017.

(13)

Mr. d'Esparbes served as our Senior Vice President and Chief Financial Officer through the termination of his employment effective August 17, 2018, and also served as our
interim Principal Executive Officer from February 6, 2018 through May 21, 2018. Prior to his termination, his annual base salary was $443,420.

(14)

Reflects the grant date fair value of Mr. d'Esparbes' 2018 annual equity award ($1,168,470) plus the incremental fair value of the 16,501 shares of Common Stock underlying RSAs
that were accelerated pursuant to Mr. d'Esparbes' separation agreement ($6,584).

(15)

Includes the following amounts pursuant to Mr. d'Esparbes' separation agreement: (i) $1,330,260, which represents 24 months' base salary ($886,840) and target bonus ($443,420),
and (ii) $23,544, which represents Company-paid monthly premiums under COBRA for 12 months following his termination. This amount also includes a 401(k) matching
contribution of $17,639 made by the Company.

(16)

On September 26, 2018, the employment of Mr. Abercrombie, our former Senior Vice President and Chief Commercial Officer, and Theodore J. Witek, Jr., our former Senior Vice
President and Chief Scientific Officer, was terminated without cause. Prior the termination of their employment, Messrs. Abercrombie's and Witek's annual base salaries were
$438,538 and $437,188, respectively.

(17)

Includes the following lump-sum amounts pursuant to Mr. Abercrombie's separation agreement: (i) $584,717, which represents 12 months' base salary ($438,538) plus a pro-rata
bonus for 2018 based on the number of full months of employment completed in 2018 ($146,179), and (ii) $19,324, a lump-sum cash payment in lieu of his right to receive
monthly premium payments under COBRA for up to 12 months following his termination. This amount also includes a 401(k) matching contribution of $20,333 made by the
Company.

(18)

Includes the following lump-sum amounts pursuant to Mr. Witek's separation agreement: (i) $582,917, which represents 12 months' base salary ($437,188) plus a pro-rata bonus
for 2018 based on the number of full months of employment completed in 2018 ($145,729), and (ii) $13,216, a lump-sum cash payment in lieu of his right to receive monthly
premium payments under COBRA for up to 12 months following his termination. This amount also includes a 401(k) matching contribution of $20,333 made by the Company
and a reimbursement by the Company of $12,320 for personal income tax preparation fees.

2018 Grants of Plan-Based Awards
The following table sets forth each equity award granted to our named executive officers during fiscal year 2018. All equity awards to our named
executive officers were made under our 2012 Incentive Plan.
Estimated Possible Payouts
Under Equity Incentive Plan
Awards(1)

Estimated Possible Payouts
Under Non-Equity Incentive
Plan Awards

Name

Geoffrey L.
Hulme
Marianne
Zhen
Michael W.
Aguiar
Eric d'Esparbes
George B.
Abercrombie
Theodore J.
Witek, Jr.

(1)

Grant
Date

N/A

Threshold
(#)

—

Target
(#)

—

Maximum
(#)

Threshold
(#)

Target
(#)

Maximum
(#)

All Other
Stock
Awards:
Number of
Shares or
Units
(#)(2)

Grant Date
Fair Value
of Stock
Awards
($)

—

—

—

—

—

—

9/11/2018
3/2/2018

— $ 15,000 (3)
—
—

—
—

—
—

—
—

—
—

1,779
6,203

25,760
99,186

N/A
3/2/2018
3/2/2018

—
—
—

—
—
—

—
—
—

—
—
7,755

—
—
31,019

—
—
62,038

—
31,018
—

—
495,978
672,492

3/2/2018
3/2/2018

—
—

—
—

—
—

—
6,204

—
24,815

—
49,630

24,814
—

396,776
537,989

3/2/2018
3/2/2018

—
—

—
—

—
—

—
6,204

—
24,815

—
49,630

24,814
—

396,776
523,597

Each of Messrs. d'Esparbes, Abercrombie and Witek was granted a performance-contingent stock award (RSAs for Messrs. d'Esparbes
and Abercrombie and RSUs for Mr. Witek) under our 2012 Incentive Plan. Vesting of these awards is contingent upon both a
performance-based vesting condition as well as continued service, with the performance-based vesting condition satisfied based on
increase in the Company's cumulative TSR over a period of up to three years from the date of grant as well as continued service
through such period, as described in greater detail in the "Equity Incentive Compensation" section of the "Compensation Discussion
and Analysis" beginning on page 24. Stock awards for which the performance metric is achieved during the performance period will
vest for Messrs. d'Esparbes and Abercrombie in full on February 20, 2021, subject to the holder's continued service through
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such date. For Mr. Witek, RSUs for which the performance metric is achieved during the performance period will vest in full on
November 20, 2020, subject to Mr. Witek's continued service through such date. The amounts included as the "threshold," "target" and
"maximum" in the table above assume the holder will remain in continued service through the applicable quarterly vesting date. In
connection with their termination of employment with us in 2018, the performance-contingent stock awards granted in 2018 were
forfeited in their entirety by Messrs. d'Esparbes, Abercrombie and Witek.
(2)

Each of Ms. Zhen and Messrs. d'Esparbes, Abercrombie and Witek was granted a stock award in March 2018 and, for Ms. Zhen, in
September 2018, with time-based vesting under our 2012 Incentive Plan (RSAs for Ms. Zhen and Messrs. d'Esparbes and Abercrombie
and RSUs for Mr. Witek). For Ms. Zhen and Messrs. d'Esparbes and Abercrombie, 25% of the RSAs were scheduled to vest on
February 20, 2019, and the remaining 75% of the RSAs are scheduled to vest in equal quarterly installments over the next three years,
provided the holder remains in continuous service through each vesting date. For Mr. Witek, 25% of the RSUs vested on February 20,
2019, 6.25% of the RSUs vest on each of May 20, 2019, August 20, 2019, November 20, 2019, February 20, 2020, May 20, 2020 and
August 20, 2020, and the remaining 37.5% of the RSUs vest on November 20, 2020, provided Mr. Witek remains in continuous
service through each vesting date. In connection with their termination of employment with us, Messrs. d'Esparbes', Abercrombie's and
Witek's time-based stock awards were forfeited in their entirety.

(3)

Reflects retention bonus payments made to Ms. Zhen pursuant to her retention agreement and letter agreement upon the Company's
filing of the Quarterly Report on Form 10-Q for the quarters ended March 31, 2018, June 30, 2018 and September 30, 2018.

Narrative to Summary Compensation Table and 2018 Grants of Plan-Based Awards Table
2012 Incentive Plan
The currently outstanding equity-based awards granted to our named executive officers are governed by our 2012 Incentive Plan. On May 16, 2012, our
stockholders approved our 2012 Incentive Plan to promote the long-term success of the Company and the creation of stockholder value by encouraging
employees, outside directors and consultants to focus on critical long-range objectives, attracting and retaining key employees, outside directors and
consultants, and linking employees, outside directors and consultants directly to stockholder interests through increased stock ownership. The 2012
Incentive Plan permits the grant of stock options, stock appreciation rights, restricted stock, restricted stock units and performance cash awards. Under the
2012 Incentive Plan, as of May 16, 2012, the Company was authorized to issue up to 6,500,000 shares of Common Stock. In addition, the number of shares of
Common Stock available for issuance under the 2012 Incentive Plan is subject to increase by any shares of Common Stock subject to an award outstanding
under any of our previous equity incentive plans on or after January 1, 2012 that become eligible for reuse pursuant to the share recycling provisions of the
2012 Incentive Plan, which may result in up to 12,667,411 additional shares being added to the 2012 Incentive Plan's share reserve. As of December 31,
2018, the total number of shares of Common Stock reserved for issuance under the 2012 Incentive Plan was 16,663,016.
Geoffrey L. Hulme
In connection with his hiring as our interim Principal Executive Officer, effective as of May 21, 2018, the Company and Mr. Hulme entered into an offer
letter. Mr. Hulme's offer letter provides for an initial base salary of $300,000 per year and annual bonus eligibility with an annual target payout of 60% of his
base salary. Mr. Hulme's annual bonus for 2018, the year in which his employment began, will be prorated based on the number of days of his employment
with the Company during such year. Pursuant to Mr. Hulme's offer letter, if the Company terminates Mr. Hulme's employment for any reason other than cause
(as defined in the offer letter) prior to May 21, 2019, subject to Mr. Hulme's execution of a general release of all claims in favor of the Company, the
Company will pay him a lump-sum in cash equal to the product of (i) $25,000, multiplied by (ii) the number of full months remaining until May 21, 2019. In
addition, if the Company terminates Mr. Hulme's employment for any reason other than cause following May 21, 2019, subject to Mr. Hulme's execution of a
general release of all claims in favor of the Company, Mr. Hulme will remain eligible to receive a pro-rata bonus (based on the number of full months of
employment completed in the year of termination) for the year
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of termination, subject to the terms and conditions of the Company's bonus program in effect at the time of termination (other than continued employment)
including the achievement of any performance conditions, payable at the same time as bonuses are paid to active employees.
Marianne Zhen
In connection with her appointment as our Chief Accounting Officer, the Company and Ms. Zhen entered into a letter agreement on September 7, 2018.
Ms. Zhen's agreement provides for an initial base salary of $275,000 per year and annual bonus eligibility with an annual target payout of 45% of her base
salary. Pursuant to Ms. Zhen's agreement, Ms. Zhen has been granted 1,779 RSAs under our 2012 Incentive Plan, with the first 25% scheduled to vest on
February 20, 2019 and the remainder scheduled to vest in equal quarterly installments over the next three years thereafter, subject to her continuous service
through each vesting date.
In addition, the Company granted a retention bonus to Ms. Zhen on February 13, 2018, pursuant to which Ms. Zhen became eligible to earn the
following lump sum cash payments upon the following Company filings with the SEC, subject to her continuous employment through the applicable filing
date: (i) $5,000 upon the Company's filing of the Quarterly Report on Form 10-Q for the quarter ended March 31, 2018, (ii) $5,000 upon the Company's filing
of the Quarterly Report on Form 10-Q for the quarter ended June 30, 2018, (iii) $5,000 upon the Company's filing of the Quarterly Report on Form 10-Q for
the quarter ended September 30, 2018 and (iv) $7,500 upon the Company's filing of the Annual Report on Form 10-K for the year ended December 31, 2018.
Under the terms of Ms. Zhen's agreement, in the event that Ms. Zhen undergoes an involuntary termination (as defined in the agreement) within 3 months
before or 24 months after a change in control, subject to signing a general release of claims, Ms. Zhen will be entitled to receive: (i) a lump sum payment
equal to the sum of 12 months of her base salary and her current target annual bonus, (ii) a pro-rata bonus (based on the number of full months of employment
completed) for the year of termination, (iii) payment by the Company of her monthly premium under COBRA until the earlier of 12 months following the
month of termination, expiration of the COBRA continuation coverage or the date when she obtains new employment offering comparable health insurance
coverage, (iv) full vesting of all of her unvested restricted stock and stock option awards, and (v) a lump sum payment of any then-unpaid retention bonus
(collectively, "CIC Severance"). Alternatively, in the event that Ms. Zhen undergoes an involuntary termination by the Company other than for misconduct
(as defined in the agreement) or by Ms. Zhen with good reason (as defined in the agreement) and such termination does not entitle Ms. Zhen to CIC
Severance, then Ms. Zhen, subject to signing a general release of claims, will be entitled to receive: (i) a lump sum payment equal to the sum of 12 months of
her base salary, (ii) continued eligibility to receive a pro-rata bonus (based on the number of full months of employment completed) for the year of
termination, subject to the terms and conditions of the Company's bonus program in effect at the time of termination (other than continued employment)
including the achievement of any performance conditions, (iii) payment by the Company of her monthly premium under COBRA until the earlier of
12 months following the month of termination, expiration of the COBRA continuation coverage or the date when she obtains new employment offering
comparable health insurance coverage, and (iv) a lump sum payment of any then-unpaid retention bonus.
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Michael W. Aguiar
Until February 6, 2018, Mr. Aguiar served as our President and Chief Executive Officer pursuant to an offer letter between the Company and Mr. Aguiar.
Prior to his departure, Mr. Aguiar's annual base salary was $776,103 and his target discretionary annual bonus was 75% of his base salary. Mr. Aguiar's offer
letter provided that if his employment was terminated by Innoviva without cause (as defined in the offer letter), provided he executes a general release of
claims, he would receive a lump-sum severance payment of 24 months' salary plus two times his current target bonus. Mr. Aguiar's offer letter terminated
when he departed from the Company on February 6, 2018. In connection with the departure, the Company and Mr. Aguiar entered into a separation and
release agreement. For additional information regarding Mr. Aguiar's offer letter and separation and release agreement, please see the section titled "Potential
Payments Upon Termination or Change in Control" beginning on page 35.
Eric d'Esparbes
Mr. d'Esparbes served as our interim Principal Executive Officer following Mr. Aguiar's departure on February 6, 2018 until the appointment of
Mr. Hulme to such position on May 21, 2018. Mr. d'Esparbes also served as our Senior Vice President and Chief Financial Officer until his termination on
August 17, 2018. Prior to his termination, Mr. d'Esparbes' annual base salary was $443,420 and his target discretionary annual bonus was 50% of his base
salary. Mr. d'Esparbes' offer letter provided that if his employment was terminated by Innoviva without cause (as defined in the offer letter), subject to his
execution of a general release of claims, he would receive a lump-sum severance payment of 24 months of his then-current base salary plus his current target
bonus, a pro-rata bonus for the year in which his termination occurs, and continuation of his health and welfare benefits for the shorter of 12 months, the
expiration of his coverage under COBRA or the date when he obtains new employment offering comparable health insurance coverage. The Company
terminated Mr. d'Esparbes' employment without cause on August 17, 2018. In connection with the termination, the Company and Mr. d'Esparbes entered into
a separation and release agreement. For additional information regarding Mr. d'Esparbes' separation and release agreement, please see the section titled
"Potential Payments Upon Termination or Change in Control" beginning on page 35.
George B. Abercrombie
Until September 26, 2018, Mr. Abercrombie served as our Senior Vice President and Chief Commercial Officer pursuant to an offer letter between the
Company and Mr. Abercrombie. Prior to his departure, Mr. Abercrombie's annual base salary was $438,538 and his target discretionary annual bonus was
50% of his base salary. Mr. Abercrombie's offer letter terminated when he departed from the Company on September 26, 2018. In connection with the
departure, the Company and Mr. Abercrombie entered into a separation and release agreement. For additional information regarding Mr. Abercrombie's
separation and release agreement, please see the section titled "Potential Payments Upon Termination or Change in Control" beginning on page 35.
Theodore J. Witek, Jr.
Until September 26, 2018, Mr. Witek served as our Senior Vice President and Chief Scientific Officer pursuant to an offer letter between the Company
and Mr. Witek. Prior to his departure, Mr. Witek's annual base salary was $437,188 and his target discretionary annual bonus was 50% of his base salary.
Mr. Witek's offer letter terminated when he departed from the Company on September 26, 2018. In connection with the departure, the Company and
Mr. Witek entered into a separation and release agreement. For additional information regarding Mr. Witek's separation and release agreement, please see the
section titled "Potential Payments Upon Termination or Change in Control" beginning on page 35.
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Outstanding Equity Awards at 2018 Fiscal Year-End
The following table sets forth information regarding all equity awards held by each of our named executive officers as of December 31, 2018. All such
awards were granted under our 2012 Incentive Plan. None of the named executive officers held stock options as of December 31, 2018.
Stock Awards
Market Value of
Shares or Units of
Stock That Have
Not Vested

Number of Shares
or Units of Stock
That Have Not
Vested
(#)

Name

Geoffrey L. Hulme
Marianne Zhen (3)

—
1,779
6,203
5,627
829
2,337
82
—
—
—
—

(4)
(5)
(6)
(7)
(8)

Michael W. Aguiar
Eric d'Esparbes
George B. Abercrombie
Theodore J. Witek, Jr.

($)(1)(2)

—
31,044
108,242
98,191
14,466
40,781
1,431
—
—
—
—

(1)

Computed in accordance with SEC rules as the number of unvested shares multiplied by the closing market price of our Common
Stock on December 31, 2018, which was $17.45. The actual value (if any) to be realized by the officer depends on whether the shares
vest and the future performance of our Common Stock.

(2)

Pursuant to Ms. Zhen's letter agreement and applicable award agreements, in the event that Ms. Zhen undergoes an involuntary
termination within 3 months before or 24 months after a change in control of the Company, all unvested RSAs held by Ms. Zhen will
be accelerated. For more information regarding the termination entitlements under Ms. Zhen's letter agreement, please see the section
titled "Potential Payments Upon Termination or Change in Control" beginning on page 35.

(3)

Ms. Zhen received RSAs under our 2012 Incentive Plan on September 11, 2018. The first 25% of the RSAs vest on February 20, 2019,
and the remaining 75% of the RSAs vest in equal quarterly installments over three years thereafter, provided Ms. Zhen remains in
continuous service through each vesting date.

(4)

Ms. Zhen received RSAs under our 2012 Incentive Plan on March 2, 2018. The first 25% of the RSAs vest on February 20, 2019, and
the remaining 75% of the RSAs vest in equal quarterly installments over three years thereafter, provided Ms. Zhen remains in
continuous service through each vesting date.

(5)

Ms. Zhen received RSAs under our 2012 Incentive Plan on January 17, 2017. The first 25% of the RSAs vest on February 20, 2018,
and the remaining 75% of the RSAs vest in equal quarterly installments over three years thereafter, provided Ms. Zhen remains in
continuous service through each vesting date.

(6)

Ms. Zhen received RSAs under our 2012 Incentive Plan on February 26, 2016. The first 25% of the RSAs vest on May 20, 2017, and
the remaining 75% of the RSAs vest in equal quarterly installments over three years thereafter, provided Ms. Zhen remains in
continuous service through each vesting date.
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(7)

Ms. Zhen received RSAs under our 2012 Incentive Plan on January 14, 2016. The first 25% of the RSAs vest on February 20, 2017,
and the remaining 75% of the RSAs vest in equal quarterly installments over three years thereafter, provided Ms. Zhen remains in
continuous service through each vesting date.

(8)

Ms. Zhen received RSAs under our 2012 Incentive Plan on January 7, 2015. The first 25% of the RSAs vest on February 20, 2016, and
the remaining 75% of the RSAs vest in equal quarterly installments over three years thereafter, provided Ms. Zhen remains in
continuous service through each vesting date.

2018 Option Exercises and Stock Vested
The following table shows the number of shares of restricted stock and restricted stock units held by each named executive officer that vested during the
2018 fiscal year. None of the named executive officers acquired shares upon exercise of options during fiscal year 2018.

Name

Security

Geoffrey L. Hulme
Marianne Zhen
Michael W. Aguiar
Eric d'Esparbes
George B. Abercrombie
Theodore J. Witek, Jr.
(1)

INVA
INVA
INVA
INVA
INVA
INVA

Stock Awards
Number of Shares
Value Realized
Acquired on
on Vesting
Vesting
(#)
($)(1)

—
8,232
164,045
100,587
75,445
59,552

—
128,628
2,737,911
1,584,181
1,189,398
952,813

Value realized is based on the fair market value of our Common Stock on the vesting date multiplied by the number of shares vested
and does not necessarily reflect proceeds received by the officer.

Potential Payments Upon Termination or Change in Control
Each of Mr. Hulme and Ms. Zhen is entitled to severance upon a qualifying termination pursuant to his or her offer letter or letter agreement, as
applicable, entered into in connection with his or her appointment as interim Principal Executive Officer and Chief Accounting Officer, respectively. In
addition, each of Messrs. Aguiar, d'Esparbes, Abercrombie and Witek was paid severance pursuant to a separation and release agreement entered into with the
Company in connection with the termination of his employment with the Company. For additional information regarding the offer letter, letter agreement
and separation and release agreements with our named executive officers, please see the section titled "Narrative to Summary Compensation Table and 2018
Grants of Plan-Based Awards Table" beginning on page 32.
Geoffrey L. Hulme
Pursuant to Mr. Hulme's letter agreement, if Mr. Hulme is terminated by the Company without cause, he is entitled to the following benefits provided he
signs a release of claims:
•

If the termination occurs prior to May 21, 2019, he will receive a lump sum payment equal to $25,000 multiplied by the number of full months
remaining until May 21, 2019.

•

If the termination occurs following May 21, 2019, he will remain eligible to receive a pro-rata bonus (based on the number of full months of
employment completed in the year of termination) for the year of termination, subject to the terms and conditions of the bonus
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program, including achievement of any performance conditions, payable at the same time as bonuses are paid to active employees.
Marianne Zhen
Pursuant to the letter agreement entered into with Ms. Zhen in September 2018 in connection with her appointment as our Chief Accounting Officer, if
she is subject to an involuntary termination within 3 months prior to or 24 months after a change in control of Innoviva, she is entitled to the following
benefits provided she signs a release of claims:
•

A lump sum payment equal to 100% of her annual base salary and target bonus.

•

A pro-rata target bonus (based on the number of full months of employment completed in the year of termination) for the year of termination.

•

Payment of her monthly premium under COBRA for the shorter of 12 months, the expiration of her continuation coverage under COBRA or
the date when she obtains new employment offering comparable health insurance coverage.

•

Full vesting of all of her unvested restricted stock and stock option awards.

•

A lump sum payment of any then-unpaid retention bonus.

Alternatively, Ms. Zhen's letter agreement provides that, if Ms. Zhen's employment is terminated by the Company other than for misconduct or by her
with good reason and the termination does not otherwise entitle her to the change in control severance benefits (i.e., the termination is not within 3 months
prior to or 24 months after a change in control of Innoviva), she is entitled to the following benefits provided she signs a release of claims:
•

A lump sum payment equal to 100% of her annual base salary.

•

She will remain eligible to receive a pro-rata bonus (based on the number of full months of employment completed in the year of termination)
for the year of termination, subject to the terms and conditions of the bonus program, including achievement of any performance conditions,
payable at the same time as bonuses are paid to active employees.

•

Payment of her monthly premium under COBRA for the shorter of 12 months, the expiration of her continuation coverage under COBRA or
the date when she obtains new employment offering comparable health insurance coverage.

•

A lump sum payment of any then-unpaid retention bonus.

Michael W. Aguiar
Mr. Aguiar terminated his employment with the Company on February 6, 2018. In connection with the termination, the Company and Mr. Aguiar entered
into a separation and release agreement. Pursuant to the separation and release agreement, in exchange for a mutual release of claims, the Company provided
Mr. Aguiar (i) a lump sum payment equal to $250,000 in lieu of his 2017 performance bonus that he would have been entitled to if he remained an employee
through the payment date, (ii) a lump sum payment equal to $2,704,879, which represents 24 months' salary ($1,545,645) plus two times his target bonus
($1,159,234), and (iii) accelerated vesting of an aggregate of 164,045 shares of our Common Stock underlying RSAs previously awarded to him, valued at
$903,467 based on the incremental fair value of the accelerated award as of the date of acceleration.
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Eric d'Esparbes
The Company terminated Mr. d'Esparbes' employment without cause on August 17, 2018. In connection with the termination, the Company and
Mr. d'Esparbes entered into a separation and release agreement. Pursuant to the separation and release agreement, in exchange for a mutual release of claims,
the Company provided Mr. d'Esparbes (i) a lump sum payment equal to $1,330,260, which represents 24 months' base salary ($886,840) and target bonus
($443,420), (ii) accelerated vesting of 16,501 shares of restricted stock, valued at $6,584 based on the incremental fair value of the accelerated award as of the
date of acceleration, and (iii) $23,544 in respect of Company-paid monthly premiums under COBRA.
George B. Abercrombie
On September 26, 2018, the Company terminated the employment of Mr. Abercrombie without cause. In connection with the termination, the Company
entered into a separation and release agreement with Mr. Abercrombie. Pursuant to the separation and release agreement, in exchange for a mutual release of
claims, the Company provided Mr. Abercrombie (i) $584,717, which represents 12 months' base salary ($438,538) plus a pro-rata bonus for 2018 based on the
number of full months of employment completed in 2018 ($146,179), and (ii) $19,324, a lump-sum cash payment in lieu of his right to monthly premium
payments under COBRA for up to 12 months following his termination.
Theodore J. Witek, Jr.
On September 26, 2018, the Company terminated without cause the employment of Mr. Witek. In connection with the termination, the Company entered
into a separation and release agreement with Mr. Witek. Pursuant to the separation and release agreement, in exchange for a mutual release of claims, the
Company provided Mr. Witek (i) $582,917, which represents 12 months' base salary ($437,188) plus a pro-rata bonus for 2018 based on the number of full
months of employment completed in 2018 ($145,729), and (ii) $13,216, a lump-sum cash payment in lieu of his right to receive monthly premium payments
under COBRA for up to 12 months following his termination.
Conditions to Receive Severance Payments
In order to receive severance benefits, an officer must sign a general release of claims. In addition, severance benefits may be conditioned upon the
officer's compliance with any confidentiality agreement between the officer and the Company.
The following table shows the amounts and benefits that would have been payable to Mr. Hulme and Ms. Zhen had a qualifying termination occurred on
December 31, 2018 in various scenarios, including in connection with a change in control on the same date.

Name

Geoffrey L. Hulme
Termination Without Cause
Marianne Zhen
Involuntary Termination in Connection with a
Change in Control
Termination Other than for Misconduct or
Resignation for Good Reason
(1)

Bonus for
Year of
Termination
($)

Cash
Severance
($)

—(1) 100,000 (2)
77,524 (3) 406,250 (4)
77,524 (3) 282,500 (7)

Restricted
Stock or RSUs
that Vest
($)

—
294,155 (5)
—

Health and
Welfare
($)

—

Total
($)

100,000

31,461 (6) 809,390
31,461 (6) 391,485

Mr. Hulme's letter agreement provides that, if his employment is terminated by the Company without cause following May 21, 2019,
he will remain eligible to receive a pro-rata target bonus
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(based on the number of full months of employment completed in the year of termination) for the year of termination, subject to the
terms and conditions of the bonus program, including achievement of any performance conditions. In the event of a termination as of
December 31, 2018, Mr. Hulme will not be eligible for a pro-rata target bonus.
(2)

Reflects $25,000 multiplied by the number of full months remaining between December 31, 2018 and May 21, 2019 (i.e., four
months).

(3)

Reflects payment of Ms. Zhen's 2018 bonus at target.

(4)

Reflects 100% of Ms. Zhen's annual base salary ($275,000) and target bonus ($123,750), plus $7,500 in respect of her unpaid
retention bonus.

(5)

Reflects full vesting of all unvested restricted stock awards held by Ms. Zhen.

(6)

Reflects the cost of Ms. Zhen's COBRA premiums for 12 months.

(7)

Reflects 100% of Ms. Zhen's annual base salary ($275,000), plus $7,500 in respect of her unpaid retention bonus.

Pay Ratio Disclosure
As required by the Dodd-Frank Act and SEC rules, we are providing the following information about the relationship of the annual total compensation of
our employees and the annual total compensation of Geoffrey L. Hulme, our interim Principal Executive Officer, as of December 31, 2018:
For our fiscal year ended December 31, 2018:
•

The median of the annual total compensation of all employees (other than our principal executive officer) was $230,635; and

•

The annual total compensation of Mr. Hulme was $302,198 as reported in the Summary Compensation Table included elsewhere in this Proxy
Statement. Since Mr. Hulme was appointed interim Principal Executive Officer on May 21, 2018, we annualized his base salary and bonus as
well as the disclosed value of the 401(k) matching contribution under the All Other Compensation column in the Summary Compensation
Table to arrive at a value of $500,333 for purposes of calculating the pay ratio.

Based on this information, the ratio of the annual total compensation of Mr. Hulme on an annualized basis for 2018 to the median of the annual total
compensation of our employees was 2.17 to 1.
The above ratio is appropriately viewed as an estimate. To identify the median of the annual compensation of our employees, we reviewed the Box 1
Form W-2 compensation of our employees as of December 31, 2018 for the period from January 1, 2018 through December 31, 2018. As of December 31,
2018, we had five employees, excluding our principal executive officer. No cost-of-living or other adjustments were made. Once we identified our "median
employee" using the methodology described above, we determined that employee's annual total compensation in accordance with the requirements of
Item 402(c)(2)(x) of Regulation S-K for purposes of calculating the required pay ratio.
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Securities Authorized for Issuance Under Equity Compensation Plans
Equity Compensation Plans
The following table provides certain information with respect to all of our equity compensation plans in effect as of December 31, 2018:

Plan Category

Equity compensation plans approved by
security holders
Equity compensation plans not approved by
security holders
Total

Number of securities to be
issued upon exercise of
outstanding options,
warrants and rights
(a)

Weighted-average
exercise price of
outstanding options,
warrants and rights
(b)

1,322,894 (1) $

24.18 (3)

18,648 (2) $

12.02 (3)

(1)
1,341,542 (2) $

24.00 (3)

Number of securities
remaining available
for future issuance under
equity compensation plans
(excluding securities
reflected in column (a))
(c)

5,307,970 (4)
—
5,307,970 (4)

(1)

Includes 1,218,309 shares issuable upon exercise of outstanding options and 104,585 shares issuable upon vesting of outstanding
restricted stock units.

(2)

Includes 18,648 shares issuable upon exercise of outstanding options and no outstanding restricted stock units.

(3)

Does not take into account outstanding restricted stock units as these awards have no exercise price.

(4)

Includes 194,051 shares of Common Stock available for issuance under our 2004 Employee Stock Purchase Plan.

The Innoviva, Inc. 2008 New Employee Equity Incentive Plan is a non-stockholder approved plan, which was adopted by the Board of Directors on
January 29, 2008 and amended on July 21, 2009 and was intended to satisfy the requirements of Nasdaq Marketplace Rule 5635(c)(4). Non-statutory options,
RSUs and RSAs were granted under the New Employee Equity Incentive Plan to new employees of the Company. The Board of Directors authorized 700,000
shares of Common Stock for issuance under the New Employee Equity Incentive Plan. All option grants had an exercise price per share of no less than 100%
of the fair market value per share of Common Stock on the grant date. Each option, RSU and restricted stock award vests in installments over the holder's
period of service with the Company. Additional features of the New Employee Equity Incentive Plan are outlined in Note 6 to our consolidated financial
statements in our Annual Report on Form 10-K filed on February 19, 2019. Following the approval by stockholders of the amendment and restatement of the
Innoviva, Inc. 2004 Incentive Plan at our Annual Meeting on April 27, 2010, no additional awards have been made or will be made in the future under the
2008 New Employee Equity Incentive Plan.
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CERTAIN RELATIONSHIPS AND RELATED PERSONS TRANSACTIONS
In addition to the compensation arrangements with directors and executive officers described elsewhere in this Proxy Statement, the following is a
description of transactions since January 1, 2018, in which we have been a participant, in which the amount involved exceeded or will exceed $120,000 and
in which any of our directors, executive officers, beneficial holders of more than 5% of our capital stock, or entities affiliated with them, had or will have a
direct or indirect material interest.
Agreements with GSK
We have previously entered into significant agreements with GSK, which resulted in transactions with GSK during the fiscal year ended December 31,
2018 and transactions that have and may occur during the current fiscal year.
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 (the "Collaboration Agreement"). For the treatment of COPD, the
collaboration has developed three combination products:
•

RELVAR®/BREO® ELLIPTA® (FF/VI) (BREO® ELLIPTA® is the proprietary name in the U.S. and Canada and RELVAR® ELLIPTA® is
the proprietary name outside the U.S. and Canada), a once-daily combination medicine consisting of a LABA, vilanterol (VI), and an inhaled
corticosteroid (ICS), fluticasone furoate (FF),

•

ANORO® ELLIPTA® (UMEC/VI), a once-daily medicine combining a long-acting muscarinic antagonist ("LAMA"), umeclidinium bromide
(UMEC), with a LABA, VI, and

•

TRELEGY® ELLIPTA® (the combination FF/UMEC/VI), a once-daily combination medicine consisting of an ICS, LAMA and LABA.

As a result of the launch and approval of RELVAR®/BREO® ELLIPTA® and ANORO® ELLIPTA® in the U.S., Japan and Europe, in accordance with
the LABA Collaboration Agreement, we paid milestone fees to GSK totaling $220.0 million during the year ended December 31, 2014. Although we have no
further milestone payment obligations to GSK pursuant to the LABA Collaboration Agreement, we continue to have ongoing commercialization activities
under the LABA Collaboration Agreement, including participation in the joint steering committee and joint project committee that are expected to continue
over the life of the agreements. The milestone fees paid to GSK were recognized as capitalized fees paid to a related party, which are being amortized over
their estimated useful lives commencing upon the commercial launch of the products.
We are entitled to receive royalties from GSK on sales of RELVAR®/BREO® ELLIPTA® as follows: 15% on the first $3.0 billion of annual global net
sales and 5% for all annual global net sales above $3.0 billion. For other products combined with a LABA from the LABA collaboration, such as ANORO®
ELLIPTA®, royalties are upward tiering and range from 6.5% to 10%.
We are also entitled to 15% of royalty payments made by GSK under its agreements originally entered into with us, and since assigned to TRC in
connection with the spin-off of Theravance Biopharma, Inc. ("Theravance Biopharma") in June 2014 (the "Spin-Off"), relating to TRELEGY® ELLIPTA®,
which royalties are upward tiering and range from 6.5% to 10%.
2004 Strategic Alliance
In March 2004, we entered into the Strategic Alliance Agreement with GSK where GSK received an option to license exclusive development and
commercialization rights to product candidates from
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certain of our discovery programs on pre-determined terms and on an exclusive, worldwide basis. In 2005, GSK licensed our MABA program for the treatment
of COPD, and in October 2011, we and GSK expanded the MABA program by adding six additional Innoviva-discovered preclinical MABA compounds (the
"Additional MABAs"). The development program has been funded in full by GSK as of December 31, 2018 and is in Phase II clinical studies stage. GSK is in
the process of determining next steps for the program. As a result of the transactions effected by the Spin-Off, we are only entitled to receive 15% of any
contingent payments and royalties payable by GSK from sales of products that may be developed under the Strategic Alliance Agreement, such as MABA,
and MABA/FF, while Theravance Biopharma receives 85% of those same payments.
Agreement with Sarissa
On February 12, 2018, we entered into an agreement (the "Sarissa Agreement") with Sarissa Capital Management LP, and certain of its affiliates
(collectively, the "Sarissa Group"). Concurrently with the execution of the Sarissa Agreement, pursuant to resolutions approved by the Board of Directors, the
total number of directors constituting the Board of Directors was increased from eight (8) to ten (10) directors in accordance with our Amended and Restated
Bylaws, and each of Jules Haimovitz, Sarah Schlesinger, M.D. and Mark DiPaolo Esq. were appointed as directors to fill an existing and the resulting
vacancies on the Board of Directors with a term expiring at our 2018 annual meeting or until their respective successors were duly elected and qualified.
Pursuant to the Sarissa Agreement, we also agreed, among other things, to (a) convene our 2018 annual meeting no later than May 1, 2018, and to not
postpone or adjourn (once convened) our 2018 annual meeting without the prior written consent of the Sarissa Group, and (b) nominate a five-person slate for
election as directors at our 2018 annual meeting consisting solely of Odysseas Kostas, M.D., George Bickerstaff, III, Jules Haimovitz, Sarah Schlesinger, M.D.
and Mark DiPaolo, Esq. We also agreed to reimburse the Sarissa Group for its reasonable out-of-pocket fees and expenses (including legal expenses) in an
aggregate amount of up to $2.7 million. In addition, we agreed that prior to the completion of our 2018 annual meeting, we would not, without the prior
written consent of the Sarissa Group, (i) increase the size of (or support any person who is seeking to increase the size of) the Board of Directors or fill any
vacancy on the Board of Directors, or (ii) amend our certificate of incorporation or bylaws.
Each of Odysseas Kostas, M.D., George Bickerstaff, III, Jules Haimovitz, Sarah Schlesinger, M.D. and Mark DiPaolo, Esq. were elected as directors at the
2018 annual meeting.
REVIEW, APPROVAL OR RATIFICATION OF TRANSACTIONS WITH RELATED PERSONS
Transactions, arrangements or relationships in which we were, are or will be a participant and the amount involved exceeds $120,000, and in which any
related person had, has or will have a direct or indirect material interest are subject to review, approval or ratification by our Board of Directors or a committee
of our Board of Directors. Our Audit Committee, which has the principal responsibility for reviewing related person transactions, has adopted written policies
and procedures with respect to related person transactions. In conformance with SEC regulations, these policies and procedures define related persons to
include our executive officers, our directors and nominees to become a director of our company, any person who is known to us to be the beneficial owner of
more than 5% of any class of our voting securities, any immediate family member of any of the foregoing persons, and any firm, corporation or other entity in
which any of the foregoing persons is employed, is a general partner or in which such person has a 5% or greater beneficial ownership interest. As set forth in
our policies and procedures, it is our general policy to approve or ratify related person transactions only when our Board of Directors or a committee of our
Board of Directors determines that the transaction is in, or is not inconsistent with, our and our stockholders' best interests, including situations where we may
obtain products or services of a nature, quantity or quality, or on other terms, that are not readily
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available from alternative sources or when the transaction is on terms comparable to those that could be obtained in arm's length dealings with an unrelated
third party.
Delivery of Documents to Stockholders Sharing an Address
A number of brokers with account holders who are Innoviva, Inc. stockholders may be "householding" our proxy materials. A single proxy statement will
be delivered to multiple stockholders sharing an address unless contrary instructions have been received from the affected stockholders. Once you have
received notice from your broker that they will be "householding" communications to your address, "householding" will continue until you are notified
otherwise or until you revoke your consent. If, at any time, you no longer wish to participate in "householding" and would prefer to receive a separate proxy
statement and annual report, please notify your broker and direct your written request to Innoviva, Inc., 2000 Sierra Point Parkway, Suite 500, Brisbane,
California 94005 Attention: Corporate Secretary or contact Geoffrey Hulme, Interim Principal Executive Officer at (650) 238-9618. Stockholders who
currently receive multiple copies of the proxy statement at their address and would like to request "householding" of their communications should contact
their broker.
OTHER MATTERS
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 such matters in accordance with their best
judgment.
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FORWARD-LOOKING STATEMENTS
This Proxy Statement contains certain "forward-looking" statements as that term is defined in the Private Securities Litigation Reform Act of 1995
regarding, among other things, statements relating to goals, plans, objectives and future events. The Company intends such forward-looking statements to be
covered by the safe harbor provisions for forward-looking statements contained in Section 21E of the Exchange Act and the Private Securities Litigation
Reform Act of 1995. Such forward-looking statements involve substantial risks, uncertainties and assumptions. Examples of such forward-looking statements
include statements relating to: prescription and market share trends, payor coverage, the strategies, plans and objectives of the Company, future purchases
under the Company's future capital return program or otherwise, the status and timing of clinical studies, data analysis and communication of results, the
potential benefits and mechanisms of action of product candidates, expectations for products, and projections of revenue, expenses and other financial items.
These forward-looking statements are based on the current estimates and assumptions of the management of the Company as of the date of this Proxy
Statement and are subject to risks, uncertainties, changes in circumstances, assumptions and other factors that may cause the actual results of the Company to
be materially different from those reflected in the forward-looking statements. Important factors that could cause actual results to differ materially from those
indicated by such forward-looking statements include, among others, risks related to: lower than expected future royalty revenue from respiratory products
partnered with GSK; delays or difficulties in commencing or completing clinical studies; the potential that results from clinical or non-clinical studies
indicate product candidates are unsafe or ineffective; dependence on third parties to conduct its clinical studies; delays or failure to achieve and maintain
regulatory approvals for product candidates; risks of collaborating with third parties to discover, develop and commercialize products; significant litigation
and environmental matters; changes in laws and regulations or political conditions; global economic and capital markets conditions, such as inflation,
interest and currency exchange rates; business or supply disruptions; security threats, such as acts of sabotage, terrorism or war, weather events and natural
disasters; the ability to protect and enforce the Company's intellectual property rights; and the ability to respond to the actions of the Company's competitors.
In addition to the risks described above and in the Company's other filings with the SEC, other unknown or unpredictable factors also could affect the
Company's results. Past performance is not necessarily indicative of future results. No forward-looking statements can be guaranteed and actual results may
differ materially from such statements. Given these uncertainties, you should not place undue reliance on these forward-looking statements. The Company
assumes no obligation to update its forward-looking statements on account of new information, future events or otherwise, except as required by law.
By Order of the Board of Directors

Geoffrey Hulme
Interim Principal Executive Officer
March 13, 2019
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