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Item 5.02.

Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

Separation and Consulting Agreements with Jeff N. Hunter
As previously disclosed, Jeff N. Hunter, Executive Vice President and Chief Business Officer, notified Novan, Inc. (the “Company”) of his
resignation from the Company, including from serving as the Company’s principal financial officer and Secretary. On January 29, 2019, the Company and
Mr. Hunter entered into a Separation and General Release Agreement (the “Separation Agreement”) and Consulting Agreement (the “Consulting
Agreement”).
The Separation Agreement provides that Mr. Hunter will resign from all of his positions with the Company effective January 31, 2019 (the
“Separation Date”) and, contingent upon execution of a general release agreement and ongoing compliance with the terms of the Separation Agreement and
his existing confidentiality and noncompetition agreements with the Company, as modified therein, will receive severance in the aggregate amount of
$350,000 to be paid in installments over 12 months following the Separation Date in accordance with standard payroll practices, a lump sum payment equal
to $61,250, and reimbursement for the cost of continuing COBRA coverage for a period of 12 months following the Separation Date or until Mr. Hunter is
eligible for new group healthcare coverage, if earlier.
The Consulting Agreement provides that Mr. Hunter will provide supporting consulting services related to two ongoing corporate development
projects at the Company from the Separation Date through September 30, 2019, and as compensation, Mr. Hunter will receive up to $61,250 payable upon
the achievement of certain target objectives associated with such corporate development projects. Additionally, Mr. Hunter will receive compensation equal
to $250 per hour, along with reimbursement of reasonable pre-approved expenses, for services beyond the two corporate development projects noted above
that are requested by the Company’s Chief Executive Officer. During the term of his service under the Consulting Agreement, any outstanding equity awards
held by Mr. Hunter will continue to vest in accordance with their terms. The Consulting Agreement is terminable by the Company for Cause (as defined in
the Consulting Agreement). In connection with the Consulting Agreement, Mr. Hunter has agreed to execute a general release agreement and to remain
bound by the restrictive covenants in his existing confidentiality and noncompetition agreements with the Company, as modified by his Separation
Agreement.
Appointment of Principal Financial Officer
On January 26, 2019, the Company’s board of directors appointed John M. Gay to serve as the Company’s Principal Financial Officer and Secretary
effective January 31, 2019. Mr. Gay, age 42, will assume the role of Vice President, Finance in addition to continuing in the role of Corporate Controller. Mr.
Gay has served as the Company’s Senior Director of Finance and Corporate Controller since May 2018, and previously held director-level positions,
including Director of SEC Reporting, at Valassis Digital (formerly MaxPoint Interactive, Inc.), a digital marketing technology company, from May 2014
through April 2018, and Corporate Controller of Furiex Pharmaceuticals, Inc., a pharmaceutical development company, from June 2010 through May 2014.
Prior to joining Furiex, Mr. Gay served as an Audit Senior Manager and in roles of increasing responsibility at Deloitte & Touche and Arthur Andersen,
registered public accounting firms, from September 2000 through May 2010. He is a certified public accountant and holds Bachelor’s degrees in Economics
and History and a Master of Accounting degree from the University of North Carolina at Chapel Hill.
There are no arrangements or understandings between Mr. Gay and any other persons pursuant to which he was appointed as an officer of the
Company, he has no family relationships with any of the Company’s directors or executive officers, and he is not a party to, and he does not have any direct
or indirect material interest in, any transaction requiring disclosure under Item 404(a) of Regulation S-K. In connection with his appointment to the role of
Principal Financial Officer and Secretary, Mr. Gay is expected to enter into the Company’s standard indemnification agreement for its officers and directors.
In connection with his appointment to the position of Principal Financial Officer and Secretary, Mr. Gay received an increase in his annual salary of
25%, an increase in his annual bonus target of 10 percentage points, an incentive stock option award to purchase up to 35,000 shares of the Company’s
common stock pursuant to the terms of the Company’s 2016 Incentive Award Plan, as amended, and an additional minimum bonus award under the
Company’s Total Stockholder Return Plan, as amended.
Employment Agreement with Paula Brown Stafford
On January 29, 2019, the Company entered into an Employment Agreement (the “Employment Agreement”) with Paula Brown Stafford, in which
Ms. Stafford has agreed to serve as the Company’s President and Chief Operating Officer. Pursuant to the Employment Agreement, Ms. Stafford agrees to
serve as the Company’s President and Chief Operating Officer for an initial term of one year, which term shall automatically extend for successive one year
periods unless earlier terminated, receives an annual base salary of $450,000, is eligible to receive an annual performance-based bonus with a target bonus
equal to 50% of her base salary, is eligible to participate in the Company’s incentive award plans and is entitled to the maximum amount of paid time-off
under the Company’s policies. The Employment Agreement also provides Ms. Stafford with eligibility to participate in standard benefit plans as well as an
executive life insurance plan and reimbursement of reasonable business expenses.

In the event of Ms. Stafford’s termination of employment by the Company without “cause” or by Ms. Stafford for “good reason,” not due to a
“change in control,” each as defined in the Employment Agreement, then in addition to any accrued amounts and subject to Ms. Stafford timely delivering an
effective release of claims in the Company’s favor and continued compliance with existing confidentiality and noncompetition agreements, Ms. Stafford will
be entitled to receive (i) payment of an amount equal to 12 months of her base salary, plus a prorated annual bonus, calculated based on 100% achievement
of objectives, paid in installments over 12 months in accordance with standard payroll practices, (ii) vesting of any of Ms. Stafford’s time-based options that
would have vested during the 12 months following such separation and (iii) reimbursement of Ms. Stafford’s applicable COBRA premiums for up to
12 months after such separation. In the event of Ms. Stafford’s termination of employment by the Company without “cause” or by Ms. Stafford for “good
reason,” within six months of a “change in control,” each as defined in the Employment Agreement, then in addition to any accrued amounts and subject to
Ms. Stafford timely delivering an effective release of claims in the Company’s favor and continued compliance with existing confidentiality and
noncompetition agreements, Ms. Stafford will be entitled to receive (i) payment of an amount equal to 12 months of her base salary, plus her annual bonus,
calculated based on 100% achievement of objectives, paid in installments over 12 months in accordance with standard payroll practices, (ii) vesting of all of
Ms. Stafford’s outstanding unvested options and (iii) reimbursement of Ms. Stafford’s applicable COBRA premiums for up to 12 months after such separation.
Upon separation from service by Ms. Stafford other than for good reason or due to death or disability, or by the Company for cause, Ms. Stafford will not be
entitled to any additional compensation beyond any accrued amounts.
Prior to Ms. Stafford and the Company entering into the Employment Agreement, Ms. Stafford was being compensated pursuant to the terms of her
previous employment agreement, dated March 16, 2017, by and between Novan, Inc. and Ms. Stafford, as amended October 12, 2017 and March 14, 2018.
Item 7.01.

Regulation FD Disclosure.

On January 30, 2019, the Company issued a press release announcing the appointment of Mr. Gay to the position of Principal Financial Officer and
Corporate Secretary and certain business updates. The full text of this press release is furnished herewith as Exhibit 99.1 to this Current Report and
incorporated herein by reference.
The information in this Item 7.01, including Exhibit 99.1, shall not be deemed “filed” for the purposes of Section 18 of the Securities Exchange Act
of 1934, as amended, or otherwise subject to the liability of that section. Furthermore, the information in Item 7.01 of this report shall not be deemed
incorporated by reference into the filings of the Company under the Securities Act of 1933, as amended.
Item 9.01.

Financial Statements and Exhibits.
(d)

Exhibits

EXHIBIT INDEX

Exhibit No.

99.1

Description

Press release dated January 30, 2019.

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Novan, Inc.
Date: January 31, 2019

By:

/s/ Andrew J. Novak
Andrew J. Novak
Chief Accounting Officer

Exhibit 99.1

Novan Provides Business Update
•
•
•
•

End-of-Phase 2 meeting with FDA for molluscum granted and scheduled for early March
Active business development discussions ongoing around certain late-stage assets and broader dermatology platform
Dr. David Hebert joins Novan as Senior Director of Biometrics
John M. Gay, Vice President of Finance and Corporate Controller, appointed Principal Financial Officer and Corporate
Secretary

MORRISVILLE, N.C. – January 30, 2019 – Novan, Inc. ("the Company" or "Novan") (NASDAQ: NOVN) today provided an
update on several aspects of its business.
Novan announces that it has been granted an end-of-Phase 2 meeting with the FDA in early March 2019 for the SB206 molluscum
program. This meeting will enable Novan and the FDA to agree on a Phase 3 development plan for molluscum with SB206 12%
once-daily as the active treatment arm. The Company intends to provide a further update after the meeting with respect to a path
forward for the asset and indication.
Additionally, Novan is continuing to pursue several active business development discussions around certain of its late-stage assets,
including SB206 for molluscum, and the broader dermatology platform.
To support the current business strategy and to expand its expertise in scientific translation and overall drug development, Novan
continues to promote talent from within the organization as well as selectively add professionals from outside the Company. To that
end, Novan is announcing the following organizational adjustments to the business:
Dr. David Hebert will join the Company’s clinical development team as Senior Director of Biometrics. Dr. Hebert will report to Dr.
Elizabeth Messersmith, SVP and Chief Development Officer, and will have responsibility for overall statistical strategy, clinical design
considerations and management of resources to ensure the high-quality capture of data, subsequent analysis, and the follow-on clinical
and regulatory interpretation. Dr. Hebert joins Novan from UCB Biosciences, where he most recently served as Senior Director, Head
of Global Statistical Sciences. Dr. Hebert has a Ph.D. in Biostatistics from the University of Texas Health Science Center at Houston
and brings more than 20 years of biostatistics leadership and experience to the organization.
Novan’s Board of Directors has appointed John M. Gay to serve as the Company’s Principal Financial Officer and Corporate
Secretary, effective as of January 31, 2019. Mr. Gay, who joined Novan in May 2018, will assume the role of Vice President of
Finance in addition to continuing in the role of Corporate Controller. Mr. Gay has over 18 years of professional experience including
finance and accounting positions with Valassis Digital, MaxPoint Inc., Deloitte and Arthur Andersen. Mr. Gay previously served as
Corporate Controller of Furiex Pharmaceuticals, Inc., from its initial listing on the NASDAQ stock market through the execution of an
acquisition agreement of the company by Actavis plc (Forest Laboratories, Inc.) in an all-cash transaction valued at approximately

$1.1 billion. As Principal Financial Officer, Mr. Gay, along with Kelly Martin, Novan’s Chief Executive Officer, will be responsible
for the overall financial activities of the Company.
About Novan
Novan, Inc. is a clinical-stage biotechnology company focused on leveraging nitric oxide’s natural antiviral and immunomodulatory
mechanisms of action to treat dermatological and oncovirus-mediated diseases. We believe that our ability to conveniently deploy nitric
oxide in a solid form, on demand and in localized formulations allows us the potential to significantly improve patient outcomes in a
variety of diseases.
Forward-Looking Statements
This press release contains forward-looking statements including, but not limited to, statements related to pharmaceutical development
of nitric oxide-releasing product candidates, our intention to advance development of certain product candidates, which is subject to
our ability to obtain additional financing or enter into strategic relationships to enable such development, potential business
development opportunities for the Company’s late-stage dermatology assets, and the future prospects of our business and our product
candidates. Forward-looking statements are subject to a number of risks and uncertainties that could cause actual results to differ
materially from our expectations, including, but not limited to, risks and uncertainties in the clinical development process, including,
among others, length, expense, ability to enroll patients, reliance on third parties, and that results of earlier research and preclinical or
clinical trials may not be predictive of results, conclusions or interpretations of later research activities or additional trials; risks related
to the regulatory approval process, which is lengthy, time-consuming and inherently unpredictable; our ability to obtain substantial
additional funding on a timely basis in order to sustain operations and for the further advancement and development of our product
candidates; our ability to identify and enter into strategic relationships or other business development opportunities for the further
development and potential commercialization of our product candidates and support thereof; and other risks and uncertainties described
in our annual report filed with the SEC on Form 10-K for the twelve months ended December 31, 2017, and in our subsequent filings
with the SEC. These forward-looking statements speak only as of the date of this press release, and Novan disclaims any intent or
obligation to update these forward-looking statements to reflect events or circumstances after the date of such statements, except as may
be required by law.
CONTACT:
(Investors & Media)
Cole Ikkala
Director, Investor Relations, Communications & Business Development
cikkala@novan.com

###

