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ARROWHEAD RESEARCH CORPORATION
225 SOUTH LAKE AVENUE, SUITE 1050
PASADENA, CALIFORNIA 91101

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON THURSDAY, FEBRUARY 6, 2014

TO THE STOCKHOLDERS OF ARROWHEAD RESEARCH CORPORAN:

NOTICE IS HEREBY GIVEN that the 2014 Annual MeetiafjStockholders of Arrowhead Research CorporatioRelaware
corporation (the Company™), will be held on February 6, 2014, at 10:00 alwocal time, at the Sheraton Pasadena, 303 E.cRar8treet,
Pasadena, California 91101, for the following psg®

1. To elect six directors to serve as memberseflbmpany’s Board of Directors until the next Anindaeting or until their
successors are electt

2. To approve the Compa’s 2013 Incentive Plan (t 2013 Incentive Plan’), attached hereto as Annex
To conduct an advisory vote on executive compenisg

To ratify the selection of Rose, Snyder & Jachh® as independent auditors of the Company ferfigtal year ending
September 30, 201

The foregoing items of business are more fully dbed in the Proxy Statement accompanying this ¢¢otProposal 1 relates solely to
the election of the six directors nominated byBloard of Directors and does not include any othettens relating to the election of directors,
including, without limitation, the election of de®rs nominated by any stockholder of the Company.

Only stockholders of record at the close of busirsDecember 18, 2013 are entitled to notice dftarvote at the Annual Meeting.

All stockholders of record are cordially invitedatiend the Annual Meeting in person. However nsuee your representation at the
meeting, you are urged to vote via the Interndemphone as instructed in the Notice Regardindriternet Availability of Proxy Materials,
or to mark, sign, date and return the proxy cargramptly as possible in the postage-prepaid epesémclosed for that purpose. Any
stockholder of record attending the Annual Meetimay vote in person even if such stockholder hagigusly returned a proxy. Please note,
however, that if your shares are held of recora loyoker, bank or other nominee and you wish te abthe meeting, you must obtain a pt
issued in your name from that record holder.

/s/Jane Davidso
Jane Davidso
Secretary

Pasadena, Californ
December 20, 201

Your vote is important, whether or not you expect o attend the Annual Meeting of Stockholders. Stockblders of record are urged to
vote via the Internet or telephone as instructed, raf you are voting by mail, to mark, sign and dateand promptly return the proxy in
the stamped return envelope provided. Voting promgy will help avoid the additional expense of furthe solicitation to assure a
guorum at the meeting. Please note, however, thdtyour shares are held of record by a broker, banlor other nominee and you wish
to vote at the meeting, you must obtain a proxy is&d in your name from that record holder.

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting To Be Heldon Thursday, February 6,
2014

You may access the following proxy materials at wadewcumentview.com/ARWR

Notice of the 2014 Annual Meeting of Stockholders;

Company’s 2014 Proxy Statement;

Company’s Annual Report on Form 10-K for the yaaded September 30, 2013; and
Form of Proxy Cart



ARROWHEAD RESEARCH CORPORATION
225 South Lake Avenue, Suite 1050
Pasadena, California 91101
(626) 304-3400

PROXY STATEMENT FOR ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON THURSDAY, FEBRUARY 6, 2014

GENERAL INFORMATION CONCERNING SOLICITATION AND VOT ING

The enclosed Proxy is solicited on behalf of Arreati Research Corporation (th€E6mpany” or “ Arrowhead ") for use at the 2014
Annual Meeting of Stockholders (theAhnual Meeting ”) to be held on February 6, 2014 at 10:00 a.ntalldme, and at any adjournment(s)
thereof, for the purposes set forth herein anthiénaccompanying Notice of Annual Meeting of Stod#lkees (the “Notice”). The Annual
Meeting will be held at the Sheraton PasadenaE3@3ordova Street, Pasadena, CA 91101.

The Company anticipates that these proxy solioitathaterials will first be mailed on or about Det®m?27, 2013 to all stockholders
entitled to vote at the Annual Meeting.

Record Date

Only holders of record of our voting stock at thase of business on December 18, 2013 (tRec¢ord Date”) are entitled to notice of
the Annual Meeting and to vote at the Annual Megti@n that date, the Company had outstanding ()JC88759 shares of common stock (*
Common Stock”), (ii) 5,291 shares of Series B Convertible Predd Stock (the ‘Series B Preferred StocK) and (iii) 46,000 shares of
Series C Convertible Preferred Stock (tHeeties C Preferred StocK, together the ‘Preferred Stock”). Holders of the Preferred Stock are
entitled to vote with the holders of Common Stookam as-converted basis, subject to the applidebigtions on their rights to convert the
Preferred Stock into Common Stock. As of the Redaitk, and without regard to conversion limits tinaty serve to reduce the number of
shares eligible to vote at the annual meetingPtlederred Stock was entitled to vote 10,741,086vedent shares of Common Stock. The
Common Stock and that portion of the Preferred|Stbat is entitled to vote at the Annual Meetingdnetimes referred to herein as the “
Voting Stock”.

Revocability of Proxies

Any proxy given by a stockholder of record pursuarthis solicitation may be revoked by the pergiving it at any time before its use
by delivering to the Secretary of the Company rdiafore the taking of the vote at the Annual Magtia written notice of revocation or a
duly executed proxy bearing a later date or bynditey the Annual Meeting and voting in person. 8tmiders may also revoke their proxy
entering a new vote over the Internet or by telegho

Voting and Solicitation

Each share of the Company’s Voting Stock is emtitteone vote on all matters presented at the Aivieating. Stockholders do not
have the right to cumulate their votes in the éacof directors. Shares of Voting Stock represeitg properly executed proxies will, unless
such proxies have been previously revoked, be viatadcordance with the instructions indicated d¢loer In the absence of specific
instructions to the contrary, properly executedkj@® will be voted FOR all matters submitted tooéevof stockholders at the Annual Meeting
pursuant to this proxy statement. No business dtizar that set forth in the accompanying NoticAwfual Meeting of Stockholders is
expected to come before the Annual Meeting. Shanjdother matter requiring a vote of stockholdeopprly arise, the persons named in
enclosed form of proxy will vote such proxy in amtance with the recommendation of the Board of @oes (the “Board ”).
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If you will not be able to attend the Annual Meegtito vote in person, you may vote your shareshadtternet or by telephone or by
mail as set forth in the Notice.

In addition to proxy solicitation by a proxy sotimi engaged by the Company, if any, proxies magdbeited by certain of the directors,
officers and employees of the Company, without @altkl compensation. The Company will bear theso$solicitation. In addition, the
Company expects to reimburse brokerage firms amer giersons representing beneficial owners of stfargheir expenses in forwarding
solicitation materials to such beneficial owners.

If your shares are held in street name, the vatiagguction form sent to you by your broker, bamlother nominee should indicate
whether the institution has a process for benéfiméders to provide voting instructions over timernet or by telephone. A number of banks
and brokerage firms participate in a program thed permits stockholders whose shares are helildatsname to direct their vote over the
Internet or by telephone. If your bank or brokerfiga gives you this opportunity, the voting insttions from the bank or brokerage firm t
accompany this proxy statement will tell you howse the Internet or telephone to direct the vb&hares held in your account. If your
voting instruction form does not include Internete@lephone information, please complete and retugrnvoting instruction form in the self-
addressed, postage-paid envelope provided by yokeh Stockholders who vote by proxy over themg¢ or by telephone need not return a
proxy card or voting instruction form by mail.

Quorum; Abstentions; Broker Non-Votes

The required quorum for the transaction of busirmdbe Annual Meeting is a majority of the votégible to be cast by holders of
shares of Voting Stock issued and outstanding erRécord Date. Shares that are voted “FOR,” “AGAINSr “ABSTAIN” on a matter are
treated as being present at the meeting for puspaisestablishing a quorum with respect to suchendtor certain proposals, brokers may
not have discretionary authority to vote on a patéir matter if they have not received specifidringtions from the beneficial owner of the
shares (‘broker non-votes”). Shares subject to a broker non-vote will berted as present for the purpose of determiningtasence or
absence of a quorum for the transaction of busiaege Annual Meeting; the effect of abstentiond broker non-votes on the proposals
presented herein is discussed below.

With regard to the election of directors, votes rbaycast in favor of a director nominee or withh@&dcause directors are elected by
plurality, abstentions from voting and broker nastes will be entirely excluded from the vote andl ivave no effect on its outcome. If a
guorum is present at the meeting, the nominee$virgehe greatest number of votes, up to six does; will be elected.

With regard to all other proposals, the affirmatiate of a majority of the shares of Voting Stociitted to vote thereon and present in
person or by proxy at the Annual Meeting is reqiliier approval (the Required Vote”). With regard to these proposals, abstentionhveil
counted in tabulations of the votes cast on each ptoposal and will have the same effect as a agéénst the proposal, whereas broker non-
votes will be excluded from the vote and will han@effect on its outcome.

Deadline for Receipt of Stockholder Proposals

Any stockholder who meets the requirements of tloeprules under the Securities Exchange Act 0f4133 amended (theExchange
Act "), who intends to present a proposal at the Comiga2015 Annual Meeting of Stockholders must enghad the proposal is received by
the Corporate Secretary at Arrowhead Research @aipn, 225 South Lake Avenue, Suite 1050, Pasad@2h®1101, not later than August
29, 2014, in order to be considered for inclusioour proxy materials for that meeting. Proposatgived after that date may be excluded
from the Company’s proxy statement.

Additionally, our Bylaws provide for notice proceds to recommend a person for nomination as atdirec to propose business to be
considered by stockholders at a meeting. To beidere timely under these provisions, the stock#tédnotice must be received by the
Corporate Secretary at our principal executiveceffiat the address set forth above between 9024nhdalys prior to the one-year anniversary
of the date of the 2014 Annual Meetimgpvided, howeverthat if the 2015 annual meeting date is advamhgeaiore than 30 days before or
delayed by more than 60 days after the annivedatey of the 2014 Annual Meeting, then stockholdeust provide notice within time
periods specified in our Bylaws. Our Bylaws alsedfy requirements as to the form and contentstbakholder’s notice.
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PROPOSAL ONE
ELECTION OF DIRECTORS

The Board has nominated the following six persandigectors to serve until the 2015 annual meedimdjuntil their successors have
been duly elected. Each of the nominees is cugr@ndirector of Arrowhead. Except as set forthhia biographical information below, none
of the nominees is related by blood, marriage op#dn to any other nominee or any executive offifethe Company. The six nominees
receiving the greatest numbers of votes at the Ahkikeeting will be elected to the six director pimsis. Unless otherwise instructed, the
proxy holders will vote the proxies received byrthtor the six nominees named below. If any nomisagable or declines to serve as
director at the time of the Annual Meeting, thexpes will be voted for any nominee who is desigdaig our present Board to fill the
vacancy. The table below sets forth, with respeeiach nominee for election, his age and curresitipo with Arrowhead.

Nominees for Election as Directors The Board unanimously adopted a resolution priogase nominees set forth below for election
as Directors of the Company for the next year.

OUR BOARD UNANIMOUSLY RECOMMENDS A VOTE “FOR” EACH OF THE NOMINEES LISTED BELOW.

Name Age Position with Arrowhead

Christopher Anzalone 44  Chief Executive Officer & President, Direct
Edward W. Frykman 77  Director

Charles P. McKenney 75 Director

Mauro Ferrari** 54  Director

Douglass Givel 61 Director and Chairman of the Boz

Michael S. Perry 54  Director

* Member of the Audit Committee, Compensation Conmemritind Nomination Committe
**  Member of the Compensation Committee and Nominaliommittee

Dr. Christopher Anzalone has been President, Chief Executive Officer ané@ar of the Company since December 1, 2007. 115200
Dr. Anzalone formed and served as CEO of the Bé&netip LLC, a private equity firm focused on cregtand building new nano-
biotechnology companies from university-generatidree. While at the Benet Group, Dr. Anzalone feasding CEO in two portfolio
companies, Nanotope Inc., a tissue regeneratiopany and Leonardo Biosystems Inc., a cancer deligedly company. Dr. Anzalone is a
director of Arrowhead’s wholly-owned subsidiary,réwhead Madison Inc., majority-owned subsidiar@alando Pharmaceuticals, Inc.,
Ablaris Therapeutics, Inc., and Tego Biosciencegp@mtion and minority investment, Leonardo Biosyss, Inc. Prior to his tenure at the
Benet Group, from 1999 until 2003, he was a pariin¢ine Washington, DC-based private equity firniw@g Partners, LLC, where he was in
charge of sourcing, structuring, and building nawibess ventures and was founding CEO of Nanohik, & leading nanolithography
company. Dr. Anzalone holds a Ph.D. in Biology fralf@LA and a B.A. in Government from Lawrence Unsigr. We believe
Dr. Anzalone’s qualifications to serve on the Boerclude his deep understanding of the businesaigir his role as Chief Executive Officer;
in addition Dr. Anzalone has extensive experiemdgiotechnology, nanotechnology, company-buildind genture capital.

Dr. Mauro Ferrari was appointed to the Arrowhead Board of Director8010. Dr. Ferrari is the President and CEO of Mie¢hodist
Hospital Research Institute (TMHRI). He is also Bresident of The Alliance for NanoHealth. Dr. eiris a director of, Leonardo
Biosystems, Inc., in which Arrowhead holds a mityoeiquity interest. Dr. Ferrari is an internatidpakcognized expert in nanomedicine and
biomedical nanotechnology. Prior to assuming lestdprof TMHRI, Dr. Ferrari was Professor and Chamof The Department of
NanoMedicine



and Biomedical Engineering at The University of dgXealth Science Center at Houston, Professoxméritnental Therapeutics at the MD
Anderson Cancer Center, Adjunct Professor of Bigergring at Rice University, and Adjoint ProfesebBiomedical Engineering at the
University of Texas in Austin. His previous academppointments include professorships at UC Beykatel Ohio State University.

From 2003 to 2005, he served as Special Expertanotéchnology and Eminent Scholar at The Natiomalc€r Institute, where he led
in the development of NCI's program in Nanotechgglovhich remains the largest program in NanoMewién the world. Dr. Ferrari has
been serving as the Editor-in-Chief for “Biomedibditrodevices: BioMEMS and Biomedical Nanotechngfbgince 1997. We believe
Dr. Ferrari's qualifications to serve on the Boardude his extensive training and experience afiblds of nanotechnology, biotechnology
and biomedical applications. Dr. Ferrari has sigaiit technical training, several academic appoémis and numerous published articles and
patents. Additionally, Dr. Ferrari has extensiveerence in developmental stage organizations lyafennded several startup companies.

Edward W. Frykman has been a director of the Company since Janu@4. 20r. Frykman was an Account Executive with Créwe
Weedon & Co., a position he held from 1992 untd&@vhen he retired. Before his service at Crowkedon & Co., Mr. Frykman served as
Senior Vice President of L.H. Friend & Co. Both @al Weedon & Co. and L.H. Friend & Co. are investrmbrokerage firms located in
Southern California. In addition, Mr. Frykman waSenior Account Executive with Shearson Lehman défytivhere he served as the
Manager of the Los Angeles Regional Retail OffieEoF. Hutton & Co. Mr. Frykman is also a directdrAcacia Research Corporation, a
publicly-held corporation based in Newport BeachlifGrnia. Mr. Frykman is a director of Arrowheadisjority-owned subsidiaries Calando
Pharmaceuticals, Inc., Ablaris Therapeutics, land Tego Biosciences Corporation. We believe MykiFian’s qualifications to serve on the
Board include his long tenure as a member of ther@which enabled Mr. Frykman to gain a deep urideding of the company’s
operations, strategy and finances. Mr. Frykman a#soextensive experience in the fields of finaamoe public company oversight.

Dr. Douglass Givenhas been a director of the company since NovermbEd.He is an Investment Partner at Bay City Chpitd has
been with the firm since October 2000. He was folyn@hief Executive Officer and a director of NegRSorporate Sr. Vice President and
Chief Technical Officer of Mallinckrodt, and ChiEkecutive Officer and a director of Progenitor &hercator Genetics. He held positions as
Vice President at Schering Plough Research Instiltite President at Monsanto/G.D. Searle Resdaabhbratories, and Medical Advisor at
Lilly Research Laboratories. Dr. Given is Chairnadirvivaldi Biosciences, a privately-held, venturaeked biotech company. Dr. Given
chaired the Visiting Committee to the Division abBgical Sciences and the Pritzker School of M@t the University of Chicago from
2007-2013 and remains a lifetime member and Distsiged Alumni Awardee. He is a member of the Jdtogkins Bloomberg School of
Public Health Advisory Board, a member of the Hativ&chool of Public Health and the Advisory Boasdthe Stevens Institute at USC.

Dr. Given holds an MD with honors and a PhD from thniversity of Chicago, and an MBA from the Whartchool, University of
Pennsylvania. He was a fellow in Internal Medicamel Infectious Diseases at Harvard Medical SchodIMassachusetts General Hospital.
We believe Dr. Given’s qualifications to serve be Board include his extensive experience in fieaamd business transactions, particularly
investments in the life sciences industry as wellliaectorship roles in start-up biotechnology camips. Dr. Given also has significant
leadership roles, including CEO and Senior Vices®ent, at several large pharmaceutical compabiedouglass Given is a brother of
Dr. Bruce Given, our chief operating officer.

Charles P. McKenneyhas been a director of the Company since April 2004 McKenney has maintained a government affiavs
practice in Pasadena, California since 1989, reptés) businesses and organizations in their oelatith state and local government
regarding their obligations under state and logatiluse and trade practices laws. From 1973 thr988, he served as Attorney for
Corporate Government Affairs for Sears, Roebuck@od helping organize and carry out Semwvgéstern state and local government rela
programs. Mr. McKenney has served two terms orPésadena, California, City Council as well as oress city boards and committees,
including three city Charter Reform Task Forces. McKenney is a director of Arrowhead’s majority-o@d subsidiaries Calando
Pharmaceuticals, Inc., Ablaris Therapeutics, lasd Tego Biosciences Corporation. We believe MrkKbtiney’s qualifications to serve on
the Board include his long tenure as a membereBibard resulting in a deep understanding of the@amy’s operations, strategy and
finances. Mr. McKenney also has extensive expeédgmoviding strategic legal and advisory serviceddvelopmental stage organizations.
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Dr. Michael S. Perry joined Arrowhead’s Board of Directors in Decemb@f®. Dr. Perry is Global Head, Stem Cell Therapy at
Novartis Pharma. Prior to his appointment at NasaBr. Perry was a Venture Partner with Bay Cigpfal LLP from 2005 until Novembt
2012 and President and Chief Medical Officer ofiBahPharmaceuticals from 2010 to November 2012alsle currently serves as a mem
of the board of directors of AmpliPhi Biosciencearforation (APHB.PK) and Avita Medical (ASX:AVH ar@TCQX:AVMXY). He was
Chief Development Officer at VIA Pharmaceuticats;.| a publicly held drug development company, fedpnil 2005 until May 2009. Prior
thereto, he served as Chairman and Chief ExecQiifieer of Extropy Pharmaceuticals, Inc., a privgteeld pediatric specialty
pharmaceutical company, from June 2003 to April22GFom 2002 to 2003, Dr. Perry served as PresmethiChief Executive Officer of
Pharsight Corporation, a publicly held software aadsulting services firm. From 2000 to 2002, Detrl? served as Global Head of Research
and Development for Baxter BioScience. From 1997010, Dr. Perry was President and Chief Execu@iffecer of both SyStemix Inc. and
Genetic Therapy Inc., two wholly owned subsidianédlovartis Corp. and from 1994 to 1997, he waseWresident of Regulatory Affairs
for Novartis Pharma (previously Sandoz PharmacaisicPrior to 1994, Dr. Perry held various managetpositions with Syntex
Corporation, Schering-Plough Corporation and Bi@Resh Laboratories, Inc. Dr. Perry holds a DocfoYeterinary Medicine, a Ph.D. in
Biomedical Pharmacology and a B.Sc. in Physics fleeUniversity of Guelph, Ontario, Canada. He ggaduate of the International
Management Program at Harvard Business School.&Nevie Dr. Perry’s qualifications to serve on tloatd include his medical expertise
and his extensive experience in preclinical anticdil drug development, including executive lewegdership roles in several publicly held
biotech companies.

Corporate Governance Policies and Practices
The following is a summary of our corporate govew®policies and practices:

» The positions of Chairman of the Board and Chieddttive Officer are separated, which allows oure€kixecutive Officer to
focus on our day-to-day business, while allowing @hairman of the Board to lead the Board in iteiimental role of providing
advice to and oversight of management. While odaBg do not require that our Chairman and Chiefctee Officer positions
be separate, our Board believes that having seppoaitions is the appropriate leadership struduras at this time and
demonstrates our commitment to good corporate gavee

* A majority of the members of the Board are indegandlirectors, as defined by the NASDAQ MarketplRedes. The Board has
determined that all of the Company’s directorsiadependent, except Dr. Anzalone, due to his emmpén relationship with the
Company, and Dr. Given, who is the brother of BrGdeen, the Company’s Chief Operating Officer. Nemployee directors do
not receive consulting or other fees from the Camypather than Board and Committee compensa

* The Board has overall responsibility for the ovginsiof the Company’s risk management process, wiidesigned to support the
achievement of organizational objectives, includitrgitegic objectives, to improve long-term orgatianal performance and
enhance stockholder value. Risk management incliotesnly understanding company-specific risks gredsteps management
implements to manage those risks, but also what lfwisk is acceptable and appropriate for thenGany. Management is
responsible for establishing our business strateigytifying and assessing the related risks amémenting appropriate risk
management practices. The Board regularly reviawsosiness strategy and management’s assessméstrefated risk, and
discusses with management the appropriate lewidlofor the Company

» All of the Company’s employees, officers and dicestare subject to the Company’s Code of BusinesglGct and Ethics Policy,
which is available on the Company’s website at wavwwvawheadresearch.com. The ethics policy meetsetiigrements of the
NASDAQ Marketplace Rules, as well as the code bitstrequirements of the SE

e The Audit, Compensation and Nomination Committemssst entirely of independent directc

» The independent directors meet separately in execsission on a regular basis to discuss mattatng to the Company and
Board, without members of the management team ipie
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* The Board reviews at least annually the Com/s business initiatives, capital projects and budugters

* The Audit Committee reviews and approves all relgiarty transactions or, if the size and naturtheftransaction warrants, a
special committee of n-related Board members is formed to negotiate aptbap the transactiol

Stockholder Communications with Directors

Stockholders who wish to communicate with the Baareny individual director can write to: Jane i®an, Corporate Secretary,
Arrowhead Research Corporation, 225 South Lake Age8uite 1050, Pasadena, CA 91101. Your lettarldhondicate that you are an
Arrowhead stockholder. Depending on the subjectenananagement will:

* Forward the communication to the director or dioestto whom it is addresse
» Forward the communication to the Chairman of tharBlpif addressed to the board of directors

« If not addressed to any director or directors,mafteto handle the inquiry directly (for examplequests for information or stock-
related matters

Board Meetings and Committees

The Board held a total of fifteen meetings during tiscal year ended September 30, 2013. The Busdhree standing committees: an
Audit Committee, a Compensation Committee, and miNation Committee.

The functions of the Audit Committee are to seladependent public accountants, to review the semeresults of the year-end audit
with management and the independent auditorsytewethe Company’s accounting principles and itstesn of internal accounting controls,
to review the Company’s annual and quarterly repbefore filing with the Securities and Exchangen@ussion, and to review any related-
party transactions. The Audit Committee met foorets during fiscal 2013. The current members ofihait Committee are Edward W.
Frykman, Chairman, Charles P. McKenney, and MicBa&terry. The Board has determined that all mesnbiethe Audit Committee are
independent directors under the Rules of the SEQfanlisting standards of the NASDAQ MarketplaagdR and are financially literate. The
Board has determined that Mr. Frykman is an “acaibmittee financial expert” in accordance with dpplicable regulations. The Audit
Committee Charter is available on the Company’ssitetat www.arrowheadresearch.com.

The functions of the Compensation Committee arev@w the goals and achievements of the CompadytenChief Executive Offici
(* CEO ™) for the prior year and approve the goals of @@npany and the CEO for the next year, to reviedvapprove salaries, bonuses and
other benefits payable to the Company’s executffiears and to administer the Company’s 2004 Eglntentive Plan and 2013 Incentive
Plan. The Compensation Committee is specificabpomsible for determining the compensation of tB®@nd the other executive officers.
The Compensation Committee reviews compensatiammaendations made by the CEO for other senior exesuof the Company at least
annually. The Compensation Committee did not retanservices of a compensation consultant inlfd@a3, but has engaged a consultant
for fiscal 2014. The Compensation Committee medettimes during fiscal 2013. The current membeth@Compensation Committee are
Michael S. Perry, Chairman, Edward Frykman, ChdPleslcKenney, and Mauro Ferrari. The Board hasrdetesd that all members of the
Compensation Committee are independent directateruhe listing rules of the NASDAQ Marketplace &ilThe Compensation
Committee’s charter is available on the Companyebsite at www.arrowheadresearch.com. The Comniiiseot delegated any of its
responsibilities or authorities granted under litarter.

The Nomination Committee is responsible for propgs slate of directors for election by the stod#trs at each Annual Stockholders
Meeting and for proposing candidates to fill angarcies. The Nomination Committee met once duiisgaf 2013. The current members of
the Nomination Committee are Michael S. Perry, @han, Edward Frykman, Charles P. McKenney and M&eroari. The Nomination
Committee’s charter is available on the Companyedsite at www.arrowheadresearch.com. The Nomin&@mmmittee manages the process
for evaluating current Board members at the tiney tire considered for re-nomination. After consittethe appropriate skills and
characteristics required on the Board, the cummeakteup of the Board, the results of the evaluatiand the wishes of the Board members to
be re-nominated, the Nomination Committee recommeéadhe Board whether those individuals shouldebeominated.
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On at least an annual basis, the Nomination Coreeigtviews with the Board whether it believes tbaf would benefit from adding
new members and, if so, the appropriate skills@atacteristics required for any new members.dfBbard determines that a new member
would be beneficial, the Nomination Committee stdiand receives recommendations for candidatesramages the process for evaluating
candidates. All potential candidates, regardlesheaif source, are reviewed under the same protassNomination Committee (or its
chairman) screens the available information aboaifiotential candidate(s). Based on the resultiseoinitial screening, interviews with vial
candidates are scheduled with Nomination Committembers, other members of the Board and senior @rsnolh management. Upon
completion of these interviews and other due dilige the Nomination Committee may recommend tdiberd the election or nomination of
a candidate.

Candidates for independent Board member positiams historically been identified through recommaeiwthes from directors or others
associated with the Company. Arrowhead stockholdierg also recommend candidates by sending the daiet name and resume to the
Nomination Committee pursuant to the proceduradpsth above, for communication with the Board. described above, our Bylaws a
provide for separate notice procedures to recomraguelson for nomination as a director to be canmsidl by stockholders at a meeting,
including requirements as to the timing, form andtent of a stockholder’s notice.

The Nomination Committee has no predefined mininauiteria for selecting Board nominees, althoudbeiieves that all independent
directors should share qualities such as indepeegddmisiness experience at the corporate levelant non-competitive experience, and
strong communication and analytical skills. In @men search, the Nomination Committee may alsmdefarticular characteristics for
candidates to balance the overall skills and charistics of the Board and the needs of the Compldowever, during any search, the
Nomination Committee reserves the right to modsystated search criteria for exceptional candglatéhile the Board does not have a pc
with regard to consideration of diversity for s¢leg candidates, the Nomination Committee may atersiliversity, including diversity with
respect to experience, skill set, age, areas aréigsp and professional background, as well as geeder, national origin and any other
criteria deemed appropriate by the Nomination Cottemi

No incumbent director attended fewer than 75% efafgregate of (i) the total number of meetingthefBoard held during fiscal 2013,
and (ii) the total number of meetings held by alinenittees of the Board during fiscal 2013 on wtsakh person served.

In addition, the majority of the directors attendled 2013 Annual Meeting of Stockholders. It is @@mpany’s policy to encourage, but
not require, that all directors attend our anntmdléholder meetings.

FISCAL 2013 DIRECTOR COMPENSATION

Director Compensation

Directors who are also employees of the Compangivemo separate compensation from the Comparthéir service as members of
the Board. Our non-employee chairman of the boacdives a cash retainer of $42,500 per year; oibreremployee directors receive a cash
retainer of $37,500 per year, paid quarterly. Aiddilly, non-employee directors received periodangs of stock options based on
recommendation of the Compensation Committee. Nopl@yee directors who served as Committee Chairsived an additional grant of
5,000 stock options in fiscal 2013. Based on tHiies of his current employer, Dr. Ferrari haslohed to accept cash or equity
compensation to date. Dr. Ferrari may elect toiveceompensation in the future. The following tabs forth the total compensation paid to
our non-employee directors in fiscal 2013. Dr. Aona’s compensation is set forth below in the Sumn@ompensation Table.
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Fee Earned
or

Paid in Cast
Name $
Douglass Given $ 31,87t
Edward Frykmar $ 37,50(
Charles McKenne $ 37,50(
Michael S. Pern $ 37,50(
Mauro Ferrar $ —

(1) Edward Frykman and Michael S. Perry each rexkavgrant of an option to purchase 5,000 sharesromon stock in fiscal 2013 for
their service as Chairs of the Audit and Compensdafilommittee, respectively. There are no additipagiments for being a member of

a committee. Dr. Ferrari has declined to receivgh@mpensation at this tinr

(2) This column represents the total grant dateviaue, computed in accordance with ASC 718, aflsbptions granted during fiscal year
2013. The assumptions used to calculate the vdloptmn awards are set forth under Note 10 toGbesolidated Financial Statements

included with the Compar's fiscal 2013 Annual Report on Form-K.

(3) Option grants to non-employee directors gehevalst one year from date of grant. At Septemifer2®13, Mr. Frykman had
outstanding option grants to purchase 82,500 slenasces ranging from $2.01 to $20.20; Mr. McKewnmad outstanding option gra
to purchase 75,000 shares at prices ranging frad®32 $20.20; Mr. Perry had outstanding optiomtgdo purchase 77,000 shares at
prices ranging from $2.01 to $5.19; Dr. Given hatstanding option grants to purchase 72,000 stanesces ranging from $2.01 to

Option
Awards
®DEE

$ 52,02
$ 45,55
$ 39,31¢
$ 45,55
$ —

Total ($)
$83,89¢

$83,05:
$76,81¢
$83,05:
$ —

$5.19; and Dr. Ferrari had outstanding option gréamfpurchase 24,843 shares at prices ranging$&60 to $28.7(C

Vote Required; Recommendation of the Board

The six nominees receiving the greatest numbevstek at the meeting, assuming a quorum is presdhbe elected to the six director
positions to serve until the next annual meetingto€kholders or until their successors have begnalected and qualified. Because direc
are elected by plurality, abstentions from votingl &roker non-votes will be entirely excluded frém vote and will have no effect on its

outcome.

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE “FOR” EACH OF THE NOMINEES

FOR DIRECTOR IN PROPOSAL ONE.
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PROPOSAL TWO
APPROVAL OF 2013 INCENTIVE PLAN

In Proposal Two, we are asking stockholders to @pmpthe adoption of the 2013 Incentive Plan (12813 Plan”), including the
material terms of performance goals for performaawards granted under the 2013 Plan. The 2013viriaradopted by the Board in
December 2013 and will become effective only adfgproval of stockholders at the Annual Meeting.

We believe that employees, directors, consultamiskay advisors should have a significant stakbénCompany under programs that
link compensation to stockholder return. As a regguity compensation is considered to be an ratqrart of the Company’s compensation
program. The Board approved the 2013 Plan becaus2084 Equity Incentive Plan (the2004 Plan”) has very limited remaining shares in
the Plan available for grant, will expire in Decean014, and the Company does not have any otaes pinder which equity awards can be
granted.

The Board believes that the 2013 Plan will prontb&einterests of stockholders and is consisterit piinciples of good corporate
governance, including:

* Independent Committe. The 2013 Plan will be administered by our Compéina Committee, which is composed entirely of
independent directors who meet the NASDAQ standamimdependence and who meet the definition afif4employee
director? under Rule 1€-3(b)(3).

* No Discounted Stock Options or S£. All stock option and stock appreciation rightsSSER ") awards under the 2013 Plan must
have an exercise or base price that is not lessttigafair market value of the underlying commatkton the date of grar

* No Repricinc. Other than in connection with a corporate tratisa@ffecting the Company, the 2013 Plan prohikitg repricing
of stock options or SARs without stockholder apjato

» Performance Award. Under the 2013 Plan, the Compensation Commiti&e grant performance-based awards intended to
qualify as exempt performance-based compensatidarupection 162(m) (Section 162(mY) of the Internal Revenue Code of
1986, as amended (t“ Code”) as well as other performar-based award:

Existing Equity Plan Information

At present, the Company has two existing equitgmive plans previously approved by our stockhad&ur 2004 Plan, under which
2,944,206 options to purchase shares of our ConBtack are currently outstanding, has been neapieter of shares and will expire by its
terms on December 1, 2014. Our 2000 Stock Optian,Rinder which 152,900 options to purchase stodresr Common Stock are currently
outstanding, was closed to further grants uporatiaption of the 2004 Plan. All currently outstamdgrants made under the 2000 Stock
Option Plan will expire during 2014. Additionall¥05,550 options to purchase shares of our CommaekStre outstanding pursuant to new-
hire inducement grants.

The following table includes aggregated informatiegarding awards outstanding as of December 183,2hd the proposed numbe|
shares issuable under the 2013 Plan:

Number of As a percentage o
shares stock outstanding (1
Outstanding stock options 3,495,98! 7.1%
Other outstanding equity awar — —
Total shares subject to outstanding awards as of
December 18, 201 3,495,98! 7.1%
Total shares available for future awards as of
December 18, 2013 under 2004 F 20,97¢ 0%
Proposed shares available for future awards ur@ies 2
Plan (2) 4,000,001 8.1%



(1) Includes Common Stock outstanding and Common dfoekvalent of our Preferred Stoc

(2) Plus an annual evergreen increase equal to Bfotof the then outstanding shares of our ComntockSsubject to a maximum pool
size of 15% of the common stock and common equitaleares underlying the Preferred Stock. The peésige of stock outstanding
does not take into account any future increas#iseiishare pool as a result of the evergreen fe:

Certain information with respect to all of our elyusompensation plans in effect as of SeptembeRB03 is provided on page 20 under
the heading “Equity Compensation Plan Information.”

Reasons for Seeking Stockholder Approval

The Board believes that equity grants are a clifiagt of the Company’s compensation program. Stotder approval of the 2013 Plan
would allow us to continue to attract and retairpkayees, directors, consultants and key advisotis @quity incentives. The Board believes
that the number of shares authorized to be issnddrihe 2013 Plan is necessary in order to coatioumeet our compensation objectives.
Stock-based awards comprise a significant compaoofethe compensation of our executive managemant &nd are important tool in
attracting and retaining key employees. FurthermtieBoard believes the grant of equity based esrsation awards aligns the long-term
interests of shareholders and key employees. Brméting to propose that the stockholders appro98031000 shares, plus an annual increase
of 2% of outstanding shares, to be authorizedsemance under the 2013 Plan, the Compensation Gteerand Board considered our
historical grant practices, data for annual buta (a measure of shares subject to stock-basedls\geanted annually as a percentage of
shares issued and outstanding) and total equitshamg (a measure of shares subject to stock-bagamdis outstanding or reserved for future
grant as a percentage of shares issued and outsipras well as Institutional Shareholder Serviges) guidelines.

If used in connection with stock-based awards nmage a hypothetical five year period, the propo$@®0,000 additional shares, plus
up to 2% of outstanding shares per year subjeah toverall 15% cap, would enable an average arnumglrate of approximately 5% (or less
on a fully diluted basis), well below the ISS alkle cap for 2013 of 6.70% for annual burn ratePlearmaceuticals and Biotechnology
companies listed on the Russell 3000. Also, ther@oansidered the equity overhang. Prior to adopbiothe 2013 Plan, the Company’s
overhang is 7.1%. The Board believes this is welblv the overhang of companies of comparable corepafihe Board reviewed the
overhang of 25 drug development companies withppt@ved therapeutics with market capitalizationshsthhat the market capitalization of
the Company was roughly equal to the median. Thiianeoverhang of these companies was 16.2% of Bhsies outstanding (not fully
diluted). Eight of these companies had overhangswiere well over 20% and none had an overhangvass the Company’s overhang. The
addition of 4,000,000 shares would leave the Compéth an overhang at approximately 15.2%, stilolmethe median. Even with the anni
increase of up to 2%, the Board believes overhamngbe effectively managed comparable to this pemrgas shares exercise or as awards
expire.

In addition, stockholder approval of the 2013 Rhanuld preserve our ability to grant a range of édficient stock-based incentive
awards under the 2013 Plan. Section 162(m) gegéalits the deductibility for U.S. income tax puiges of compensation paid to a publicly
held corporation’s CEO or its three most highlydoaamed executive officers (other than its CEO BOLto the extent it exceeds $1 million.
Certain performance-based compensation can be éxXemmpthis limit if the requirements under Sectibd?2(m) are met, including that the
material terms, including the performance goalsjiselosed to and approved by stockholders evegyyfears. For the 2013 Plan, these terms
are described under “Eligibility,” “Individual Lins” and “Performance Criteridielow. Even with stockholder approval, there iggnarantes
that compensation will be treated as exempt perdioca-based compensation under Section 162(m).dfartiie, our Compensation
Committee has the authority to provide compensatiahis not exempt from the Section 162(m) dedbilr limits.

Our stockholders last approved an amendment teaserthe number of shares available under the R@®dat our Annual Meeting he
in March 2013. If stockholders do not approve thigposal Two, the Company can continue to makedsuamder the 2004 Plan, but we will
have very limited shares available for future eggitants, the 2004 Plan will expire in DecemberZCind our ability to make tax deductible
performance awards to executive officers after presitod will be limited under Section 162(m).
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Summary of the 2013 Plan

In December 2013, the Board adopted the 2013 Bldiject to approval by our stockholders. This sungrisanot a complete descripti
of all provisions of the 2013 Plan and is qualifiadts entirety by reference to the 2013 Plan,clihi§ attached as Annex A to this Proxy
Statement.

Purpose. The purpose of the 2013 Plan is to advance tmep@ay’s interests by providing for the grant totjggzants of stock-based
and other incentive awards.

Plan Administration The 2013 Plan is administered by our Compens&@mmmittee, who has the authority to, among othiegs,
interpret the 2013 Plan, determine eligibility fgrant and determine the terms of awards unde2@t8 Plan, and to do all things necessai
appropriate to carry out the purposes of the 2048.”>ur Compensation Committee’s determinatiordeunthe 2013 Plan are conclusive and
binding.

Term. No awards will be made after the tenth annivgrséithe plan’s adoption, but previously grantecheds may continue beyond
that date in accordance with their terms.

Authorized SharesSubject to adjustment, the maximum number ofeshaf our common stock that may be delivered iisfsation of
awards under the 2013 Plan is 4,000,000 plus anadimcrease each January 1 (beginning Janua§1 @nd with the last increase on
January 1, 2023) equal to the lesser of two per@h) of the number of then outstanding sharesiotommon stock, provided that the sum
of the shares issued under the 2013 Plan and d¢neajpplicable reserve of shares issuable und&0th@ Plan may not exceed 15% of the ¢
of the total shares of common stock issued andandg, plus the common-equivalent shares of comstock underlying Preferred Stock
then outstanding, without regard to any applic@bleversion limits. Any shares of common stock ulyiieg awards that are settled in cash or
that otherwise expire, terminate or are forfeiteédmto the issuance of stock, would again be abdd for issuance under the 2013 Plan.
Shares of common stock that are withheld by the @y from an award in payment of the exercise mfany award requiring exercise or
in satisfaction of the tax withholding requiremewith respect to any award will not again be avdddor issuance under the 2013 Plan. On
December 18, 2013, the closing price of our comstonk as reflected on NASDAQ was $9.14.

Individual Limits. The maximum number of shares for which optiony begranted and the maximum number of shareokst
subject to SARs which may be granted to any peirsamy calendar year for purposes of Section 162¢niy each case, 750,000 shares. The
maximum number of shares subject to other awamtsntiay be granted to any person in any calendarfgepurposes of Section 162(m) is
750,000 shares. The maximum amount that may betpaidy person in any calendar year for purposé&zeofion 162(m) with respect to ce
awards is $750,000.

Eligibility . Our Compensation Committee selects participanta iamong the key employees, directors, consulamdsadvisors of the
Company and its affiliates. Eligibility for optiomstended to be incentive stock optiond%0s™”) is limited to employees of the Company or
certain affiliates. As of December 18, 2013, apprately 55 employees and 5 directors would be lakgio participate in the 2013 Plan.

Types of AwardsThe 2013 Plan provides for grants of options, SARSstricted and unrestricted stock and stoclsppérformance
awards, cash awards and other awards convertitdi@irotherwise based on shares of our stock. Bhddequivalents may also be provide
connection with awards under the 2013 Plan.

» Restricted and Unrestricted Sta: A restricted stock award is an award of commaolssubject to forfeiture restrictions, while
unrestricted stock award is not subject to resbmst

e Stock Options and SAR3he 2013 Plan provides for the grant of ISOs,-qoalified stock options (NSOs”), and SARs. The
exercise price of an option, and the base pricenagahich a SAR is to be measured, may not betless the fair market value
(or, in the case of an ISO granted to a ten peteckholder, 110% of the fair market value) ohare of common stock on the
date of grant. Our Compensation Committee detersnivieen stock options or SARs become exercisablerantbrms on which
such awards remain exercisable. Stock options afsSvill generally have a maximum term of ten ye&ARs are payable in
cash, in shares of our common stock or in a contibimaf cash and share
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» Stock Units A stock unit award is denominated in shares ofimon stock and entitles the participant to recsteek or cash
measured by the value of the shares in the fultire.delivery of stock or cash under a stock uniy Ima subject to the satisfaction
of performance or other vesting conditio

» Performance Award: A performance award is an award the vestinglesa#int or exercisability of which is subject to sified
performance criteric

e Cash Awards A cash award is an award denominated in c

Vesting. Our Compensation Committee has the authorityeterdhine the vesting schedule applicable to eacrdyvand to accelerate
the vesting or exercisability of any award.

Termination of EmploymenOur Compensation Committee determines the effietetrmination of employment or service on an award
Unless otherwise provided by our Compensation Cdtambr in an award agreement, upon a terminatie@mgployment or service all
unvested options and other awards requiring exexeil terminate and all other unvested awards béliforfeited.

Performance Criteria The 2013 Plan provides that grants of performaveards may be made based upon, and subject evauii
“performance objectivesiver a specified performance period. Performangectizes with respect to those awards that arended to qualify
as “performance-based compensation” for purpos&eofion 162(m) are limited to an objectively detigrable measure of performance
relating to any, or any combination of, the follogyi(measured either absolutely or by referencato@dex or indices and determined either
on a consolidated basis or, as the context perorits, divisional, subsidiary, line of business,jgcbor geographical basis or in combinations
thereof): sales; revenues; assets; expenses; galndéfore or after deduction for all or any portidnnterest, taxes, depreciation, or
amortization, whether or not on a continuing opereat or an aggregate or per share basis; retuagoity, investment, capital or assets; or
more operating ratios; borrowing levels, leveraaf@s or credit rating; market share; capital exjiemes; cash flow; stock price; stockholder
return; sales of particular products or servicesf@mer acquisition or retention; acquisitions diwestitures (in whole or in part); joint
ventures and strategic alliances; spin-offs, spi#-and the like; reorganizations; or recapitailire, restructurings, financings (issuance of
debt or equity) or refinancings.

To the extent consistent with the requirementséisfying the performance-based compensation ércepnder Section 162(m), our
Compensation Committee may provide in the casepBavard intended to qualify for such exceptiort thr@e or more of the performance
objectives applicable to an award will be adjustedn objectively determinable manner to reflectrgs (for example, acquisitions and
divestitures) occurring during the performance getof such award that affect the applicable pertoroe objectives.

Transferability. Awards under the 2013 Plan may not be transfaxedpt by will or by the laws of descent and disttion, unless (for
awards other than 1SOs) otherwise provided by emmgensation Committee.

Corporate Transactiondn the event of a consolidation, merger or sinitansaction, a sale or transfer of all or substdigtall of the
Company’s assets or a dissolution or liquidatiothef Company, our Compensation Committee may, arodray things, provide for the
continuation or assumption of outstanding awargisnéw grants in substitution of outstanding awafoisthe accelerated vesting or delivery
of shares under awards or for a casit-of outstanding awards, in each case on suatstand with such restrictions as it deems apprtsprie
the event of a Change in Control, each outstandlimgrd will fully vest and become exercisable unldgss Compensation Committee, acting
in its sole discretion, elects otherwise. ExceppasCompensation Committee may otherwise deter@iveards not assumed or exercised will
terminate in connection with such corporate tratisacChange in Control has the meaning set forttné 2013 Plan, but generally means a
person or entity becoming the owner of securitgsesenting fifty percent (50%) or more of the corabl voting power of the Company’s
then outstanding securities entitled to vote foectors; the consummation of a merger or consatidaif the Company with any other
corporation, other than a merger or consolidati@t tould result in the voting securities of then@@ny continuing to represent more than
fifty percent (50%) of the total voting power repeated by the voting securities of the Companyohsurviving entity outstanding
immediately after such merger or consolidation;dbesummation of the sale or disposition by the Gamy of all or substantially all of its
assets; or a change in the composition of the B@ard result of which fewer than a majority of directors are incumbent directors.
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Adjustment In the event of certain corporate transactionel(iding, but not limited to, a stock dividend,dtplit or combination of
shares, recapitalization or other change in the f@amy's capital structure that constitutes an eqgu@sgructuring within the meaning of ASC
718), our Compensation Committee will make appaipradjustments to the maximum number of sharésrthg be delivered under and the
individual limits included in the 2013 Plan, andlwiso make appropriate adjustments to the nurabdrkind of shares of stock or securities
subject to awards, the exercise prices of suchdsvarany other terms of awards affected by suangh. Our Compensation Committee r
also make the types of adjustments described alooiede into account distributions to stockholdemd events other than those listed abo
it determines that such adjustments are appropnaagoid distortion in the operation of the plan.

Amendment and Terminatio®ur Compensation Committee can amend the 20¥8dPlautstanding awards, or terminate the 2013
as to future grants of awards, except that our Goregtion Committee will not be able alter the teafnian award if it would affect materially
and adversely a participant’s rights under the dwdthout the participant’s consent (unless expygsvided in the 2013 Plan or reserved
by our Compensation Committee at the time of gr&tckholder approval will be required for any ath@ent to the extent such approval is
required by law, including the Code or applicaliteck exchange requirements.

Federal Income Tax Consequences Under 2013 Plan

The following is a summary of some of the matefiéaleral income tax consequences associated withrémt and exercise of awards
under the 2013 Plan under current federal tax Evescertain other tax considerations associatddawiards under the 2013 Plan. The
summary does not address tax rates or non-U.%,@tdocal tax consequences, nor does it addraptogment-tax or other federal tax
conseguences except as noted.

Restricted StockA participant who is awarded or purchases sheubgect to a substantial risk of forfeiture genlgrdbes not have
income until the risk of forfeiture lapses. When tisk of forfeiture lapses, the participant hadimarry income equal to the excess of the fair
market value of the shares at that time over theh@se price, if any, and a corresponding dedudsigenerally available to the Company.
However, a participant may make an election unaeti®n 83(b) of the Code to be taxed on restristedk when it is acquired rather than
later, when the substantial risk of forfeiture kepsAn 83(b) election must be made not later thatyt(30) days after the transfer of the shi
to the participant and must satisfy certain otleguirements. A participant who makes an effect®g@Belection will realize ordinary income
equal to the fair market value of the shares ahefime of acquisition less any price paid for shares. A corresponding deduction will
generally be available to the Company. Fair mavkéie for this purpose is determined without regarthe forfeiture restrictions. If a
participant makes an effective 83(b) election, dditonal income results by reason of the lapsifhthe restrictions.

For purposes of determining capital gain or losa@ale of shares awarded under the 2013 Plahptting period in the shares begins
when the participant realizes taxable income wapect to the transfer. The participantix basis in the shares equals the amount paitid
shares plus any income realized with respect ttr#tmsfer. However, if a participant makes an ¢ivec33(b) election and later forfeits the
shares, the tax loss realized as a result of theitiare is limited to the excess of what the maptnt paid for the shares (if anything) over the
amount (if any) realized in connection with theféature.

ISOs. In general, a participant realizes no taxablerne upon the grant or exercise of an ISO. Howetierexercise of an ISO may
result in an alternative minimum tax liability teet participant. With some exceptions, a dispositibshares purchased under an ISO within
two years from the date of grant or within one yaiter exercise produces ordinary income to thégiyant (and generally a deduction to the
Company) equal to the value of the shares at the ¢if exercise less the exercise price. Any additigain recognized in the disposition is
treated as a capital gain for which the Compamptsentitled to a deduction. If the participant sloet dispose of the shares until after the
expiration of these one and two-year holding pesj@y gain or loss recognized upon a subsequlenissaeated as a long-term capital gain
or loss for which the Company is not entitled teauction.

NSOs. In general, a participant has no taxable incopanuhe grant of an NSO but realizes income in eotian with exercise of the
option in an amount equal to the excess (at timexefcise) of the fair market value
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of the shares acquired upon exercise over the isegpdice. A corresponding deduction is generallgilable to the Company. Upon a
subsequent sale or exchange of the shares, anyniged gain or loss is treated as a capital galoss for which the Company is not entitled
to a deduction. An ISO that is exercised more tha@e months after termination of employment (othan termination by reason of death) is
generally treated as an NSO. ISOs are also treast®50s to the extent they first become exercidapbn individual in any calendar year
shares having a fair market value (determined diseoflate of grant) in excess of $100,000.

SARs The grant of a SAR does not itself result in td&ancome, nor does taxable income result merebabse a SAR becomes
exercisable. In general, a participant who exescis€AR for shares of stock or receives paymecdritellation of a SAR will have ordinary
income equal to the amount of any cash and thaerfaiket value of any stock received. A correspogdiaeduction is generally available to
Company.

Restricted Stock UnitsThe grant of a restricted stock unit does netfitgenerally result in taxable income. Insteae, plarticipant is
taxed upon vesting (and a corresponding deductigiemnerally available to the Company), unless heherhas made a proper election to defer
receipt of the shares (or cash if the award is sattfed) under Section 409A of the Cod&é€ttion 409A). If the shares delivered are
restricted for tax purposes, the participant wiitead be subject to the rules described abovwedtnicted stock.

Section 162(m) Stock options, SARs and certain performance asvandler the 2013 Plan are generally intended &xbept or
eligible for exemption from the deductibility linsibf Section 162(m). However, as discussed aboteaasons for Seeking Stockholder
Approval,” the Compensation Committee will havecdidionary authority to provide compensation tkatat exempt from the limits on
deductibility under Section 162(m).

Section 409A Section 409A imposes an additional 20% incomephuss, in some cases, a further income tax imt#tare of interest, on
nonqualified deferred compensation that does nwipty with deferral, payment-timing and other fornaad operational requirements
specified in Section 409A and related regulatiamd that is not exempt from those requirements.lStptions and SARs granted under the
2013 Plan are intended to be exempt from Secti@\4The 2013 Plan gives the Compensation Commiittedlexibility to prescribe terms
for other awards that are consistent with the megoénts of, or an exemption from, Section 409A.

Certain Change of Control Paymentsnder Section 280G of the Code, the vesting oelacated exercisability of options or the ves
and payments of other awards in connection withamge of control of a corporation may be requicede valued and taken into account in
determining whether participants have received @magatory payments, contingent on the change inapin excess of certain limits. If
these limits are exceeded, a substantial portiamadunts payable to the participant, including meaecognized by reason of the grant,
vesting or exercise of awards, may be subject tadaiitional 20% federal tax and may be non-dedlectibthe Company.

Vote Required; Recommendation of the Board
Proposal Two must be approved by the Required \&st®ming a quorum is present. For this purposteations will be counted as a
vote against the proposal, while broker non-votiishave no effect on the outcome of the vote.
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E “FOR” PROPOSAL TWO.
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PROPOSAL THREE
ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Company’s compensation program objective &tract and retain executives who can achievehba and long-term goals of the
Company. The program seeks to do the following:

» Attract and retain talent needed to achieve the jg2oy s strategic and operational go
» Motivate employees by providing competitive com@itg package:

» Recognize and reinforce individual performers whbaad outstanding job; ar

« Align the interests of senior management with titerests of the stockholde

The Compensation Committee, comprised solely ofprechdent directors, makes all compensation desisegarding the Chief
Executive Officer of the Company and reviews angrapes the compensation of other Named Executifie€$ (NEOs). The compensation
of other officers is reviewed annually by the Comgaion Committee. The Compensation Committee ndrdaes exercise its discretion to
modify any recommended adjustment or award to seniecutives.

Components of the Compensation Plan.

Below is a discussion of the three principal congyas of our executive compensation program. Thes@éaddition to the benefits
programs generally available to our employeesuihialg health, life, disability insurance and a 4QXlan. We believe that paying a mix of
these three components to our executive officeapjsopriate to meet the objectives described abidve Compensation Committee retains
authority to allocate total compensation betweentlinee components on an annual basis, with a taexard maintaining an optimal balance
between the three components to reward performaveetime. Therefore, payments in any particuldegary may fluctuate from year to
year to reflect individual performance, the Comy’s financial position and operational performareneg competition for executive talent in
our industry. The three principal components to@mpensation program are:

Base Salary: Each of our executive officers receavéixed base salary. The Compensation Commigidews base salary on a regular
basis to determine the appropriateness of eachutixeofficers’base salary based on professional judgment andamatiye analysis
salaries paid for comparable positions at comparatmpanies, with the objective of compensatingef at or near the 3percentile

Equity Awards: The Company’s equity compensatiorgpam is designed to incentivize employees to viowkard the short-term and
long-term goals of the Company and to align theriggts of employees with the interests of stocldrsldAll employees are eligible to
participate in the Company’s equity compensati@gmm.

Performance and Hiring Awards: Based on indiviaeformance, the Company gives cash performancedesrto employees. These
bonuses are generally paid to executive officeraroannual basis and are approved by the Compensadimmittee based upon input
from the CEO. The Compensation Committee sets ampautbrmance goals for the CEO and determinesbamus award based on
achievement of these goals and the Company’s dyadbrmance.

The compensation paid to our NEO's is describegages 21 and 22 of this proxy statement for tteafigear ended September 30,
2013. The Board of Directors is asking stockholdersast a non-binding, advisory vote FOR the feitg resolution:

“RESOLVED, that the compensation paid to the Congfsanamed executive officers, as disclosed purstmlitm 402 of Regulation S-
K, as set forth in the compensation tables andatiaer discussion, is hereby APPROVED.”

Although the vote we are asking you to cast is bimating, the Compensation Committee and the Boahdevthe views of our
stockholders and will consider the outcome of tbeewvhen determining future compensation arrangésrfenour named executive officers.
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Proposal 3 must be approved by the Required Vetiming a quorum is present. For this purposegentishs will be counted as a vote
against the proposal, while broker non-votes valéa no effect on the outcome of the vote.

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE “FOR” PROPO SAL THREE.

PROPOSAL FOUR
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

Our Audit Committee, with the ratification of ouoBrd, selected the accounting firm of Rose, Sngdéacobs, LLP (‘RS&J ") as the
Company’s independent auditors for the fiscal y@ating September 30, 2014, and that selectionvisb@ing submitted to the stockholders.

A representative of RS&J will be available at thenfial Meeting to respond to appropriate questiomsake any other statements such
representative deems appropriate.

Stockholders are not required to ratify the appoerit of RS&J as our independent auditor. Howeverave submitting the appointme
for ratification as a matter of good corporate ficac If stockholders fail to ratify the appointntgthe Audit Committee will consider whether
or not to retain RS&J. Even if the appointmentaitified, the Audit Committee may direct the appwoiant of a different independent auditc
any time during the year if it determines that saahange would be in the best interests of thefg@my and our stockholders.

Vote Required; Recommendation of the Board
In order to be ratified, Proposal 4 must be appidwea majority of Required Vote, assuming a quoisipresent. For this purpose,
abstentions will be counted as a vote against tbpgsal, while broker non-votes will have no effentthe outcome of the vote.

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE “FOR” PROPO SAL FOUR.

AUDIT FEES

The Audit Committee regularly reviews and deterraindether specific projects or expenditures withindependent auditors, Rose,
Snyder & Jacobs, LLP may potentially affect thaolépendence. The Audit Committee’s policy is togperove all audit and permissible
non-audit services provided by RS&J. Pre-appravakinerally provided by the Audit Committee fortapne year, detailed to the particular
service or category of services to be renderedsagdnerally subject to a specific budget. The AGdimmittee may also pre-approve
additional services of specific engagements orsa-bg-case basis. All engagements of our indepémdgistered public accounting firm in
2013 and 2012 were pre-approved by the audit coramit

The following table sets forth the aggregate feesiced by RS&J for the fiscal years ended SepteiBbe2013, and September 30,
2012:

Year Ended September 30

2013 2012
Audit fees (1) $106,00( $159,06!
Audit-related fees (2 3,50( 42,45¢
Total $109,50( $201,52-

(1) Fees invoiced by RS&J include y-end audit and periodic reviews of Form«Q and 1+K.
(2) Fees invoiced by RS&J related to Comfort Latnd Consents for financings and registratiorestants, and other agreed-upon
procedures
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REPORT OF THE AUDIT COMMITTEE

The following is the report of the Audit Committedth respect to the Company’s audited financialesteents for fiscal 2013, which
include the consolidated balance sheets of the @ognas of September 30, 2013 and 2012, and thiededansolidated statements of
operations, stockholders’ equity and cash flowdleryears ended September 30, 2013 and 2012 atftefperiod from May 7, 2003
(inception) through September 30, 2013, and thesibtereto.

Composition. The Audit Committee of the Board is comprised oééhdirectors and operates under a written chadepted by the
Board. The members of the Audit Committee are EdWdr Frykman, Charles P. McKenney and Michael $ryPéll members of the Audit
Committee are “independent,” as defined in Rule-Bodnder the Exchange Act and Rule 5605(c) of tASNAQ Marketplace Rules, and
are financially literate.

Responsibilities.The responsibilities of the Audit Committee incluglegaging an accounting firm as the Company’s inddpnt
registered public accounting firm. Management hiamary responsibility for the Company’s internahtls and financial reporting process.
The independent registered public accounting fsmesponsible for performing an independent adfdli@ Company’s consolidated financial
statements in accordance with generally acceptdititag standards and for issuing a report therdtre. Audit Committee’s responsibility is
to oversee these processes.

Review with Management and independent registeredyblic accounting firm. On December 18, 2013, the Audit Committee
consisted of Edward W. Frykman, Charles McKenneay ichael S. Perry. On that date, the Audit Comeeittnet separately to review the
Company'’s consolidated audited financial statemantsheld discussions with management and RS&JalyEment represented to the Audit
Committee that the Company’s consolidated finarstiaiements were prepared in accordance with ggnacaepted accounting principles.
The members of the Audit Committee discussed wiig&Rmatters required to be discussed by StatenmeAuditing Standards No. 61, as
amended, “Communication with Audit Committees.” T®@mpanys independent registered public accounting firm glovided to the Aud
Committee the written disclosures and the lettquired by the Public Company Accounting Oversighail regarding the independent
registered public accounting firm’s communicatiavigh the Audit Committee concerning independence thie Audit Committee discussed
the firm’s independence with RS&J.

Conclusion.Based upon the Audit Committee’s review of thefficial statements and discussions with managemenR&4&.J, the
Audit Committee’s review of the representationsnainagement and the report of RS&J to the Audit Cittes) the Audit Committee
recommended that the Board include the auditedadiolated financial statements in the Company’s AaiReport on Form 10-K for the
fiscal year ended September 30, 2013, as filed th#tSEC.

This report is submitted by the Audit Committeettod Board.

Edward W. Frykman, Chairman
Charles P. McKenney
Michael S. Perry
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VOTING SECURITIES OF PRINCIPAL STOCKHOLDERS AND MAN AGEMENT

The following table sets forth the beneficial owstép of the Company’s Common Stock as of DecemBgQ13, by (i) each of the
named executive officers named in the table unBzetutive Compensation and Related Information),’e@ch director, (iii) all current
directors and executive officers as a group, avdiliie holders of greater than 5% of our total sharutstanding known to us. Unless
otherwise specified in the footnotes to the talglow, the persons and entities named in the tadle Bole voting and investment power with
respect to all shares beneficially owned, sub@community property laws, where applicable, aredatidress of each stockholder is c/o
Arrowhead Research Corporation, 225 South Lake Age8uite 1050, Pasadena, California 91101 unkbeswise indicated.

Number and Percentage of Shares Beneficial
Owned (1)

Shares Percentage

5% Beneficial Owners
RA Capital LP. (3)
20 Park Plaza
Boston, MA 0211¢ 3,867,00! 9.9%
Baker Bros. Advisors LLC (2)
667 Madison Ave
New York, NY 1006¢ 3,867,00! 9.9%
Austin W. Marxe & David M Greenhouse (4)
c/o Special Situations Funds
527 Madison Avenue
Suite 2600
New York, NY 1002z 3,867,00! 9.9%%
Camber Capital Management LLC (5)
101 Huntington Avenue
Boston, MA 0219¢ 2,499,99 6.5%
QVT Financial LP (6)
1177 Avenue of the Americas

New York, NY 1003¢ 2,047,78. 5.2%
Executive Officers and Directors

Chris Anzalone (7 422 ,46: 1.1%
Kenneth Myszkowski (8 123,31. *
Bruce Given (9 81,73( *
Edward Frykman (1C 62,50( *
Charles McKenney (11 55,22( *
Mauro Ferrari (12 26,79t *
Douglass Given (1: 40,00( *
Michael S. Perry (14 38,54: *
All executive officers and directors as a

group (8 persons) (1! 850,56( 2.2%

* Less than 19

(1) Based on 38,708,579 shares of Common Stockdsand outstanding as of December 18, 2013. Shatasitstanding but deemed
beneficially owned by virtue of the right of a pemsto acquire them as of December 18, 2013, orinvitixty days of such date
(including upon conversion of the Preferred Stoekg, treated as outstanding only when determiriagpercentage owned by such
individual and when determining the percentage almea group
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(2) Based on a Schedule }HR filed November 14, 2013 on behalf of Baker Brddvisors LLC.

(3) Based on a Schedule 13G/A filed November 14, 2@18ehalf of RA Capital L.F

(4) Based on a Schedule 13F filed November 8, 2013balbof AWM Investment Co., In

(5) Based on a Schedule }HR filed November 14, 2013 on behalf of Camber @apilanagement LLC

(6) Based on a Schedule 13G filed October 18, 2013balbof QVT Financial LP

(7) Includes 15,772 shares issuable upon the eesodicommon stock purchase warrants and 372,5r@sissuable upon the exercise of
stock options that are exercisable within 60 ddyBexember 18, 201.

(8) Includes 121,812 shares issuable upon the exestieck options that are exercisable within 60sdafyDecember 18, 201

(9) Includes 121,939 shares issuable upon the exestieck options that are exercisable within 60sdafyDecember 18, 201

(10) Includes 55,500 shares issuable upon the exert&eak options that are exercisable within 60 daly®ecember 18, 201

(11) Includes 53,000 shares issuable upon the exert&eak options that are exercisable within 60 dafy®ecember 18, 201

(12) Includes 24,845 shares issuable upon the exert&eak options that are exercisable within 60 daly®ecember 18, 201

(13) Includes 40,000 shares issuable upon the exert&eak options that are exercisable within 60 dafy®ecember 18, 201

(14) Includes 38,542 shares issuable upon the exertieak options that are exercisable within 60 dafyecember 18, 201

(15) Includes 787,944 shares issuable upon theiseenf stock options, and 15,772 shares issugdula the exercise of common stock
purchase warrants that are exercisable within 8 daDecember 18, 201
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of Sapber 30, 2013 with respect to shares of our Com@&took that may be issued un

our equity compensation plans.

Equity Compensation Plan Information

Number of
securities to be Issue

upon exercise of
outstanding options,

Plan Category warrants and rights

Equity compensation plans approved by securitydrsll) 3,118,08!
Equity compensation plans not approved by sechdtgers (2] 301,20(
Total 3,419,28!

Weighted
average
exercise price
of outstanding

options,
warrants and
rights

$ 4.67
$ 4.6¢
$ 4.6¢

Number of
securities
remaining
available for
future issuance
under equity
compensation
plans (excluding

securities
reflected in

column (a))

(1) Includes options outstanding representing 25 shares subject to the 2004 Equity Incentiam Bhd 152,900 shares subject to the

2000 Stock Option Plan. No additional shares asadl@le for issuance under the 2000 option
(2) Includes inducement options issued to newly hiragleyees

Current Executive Officers of the Registrant

The names, ages and positions of our current execofficers serving as of December 18, 2013 ao¥igded below. Biographical
information regarding these officers is set forttder the following table, except for Dr. Anzalomdose biography is set forth above with

other directors.

Name Age Position with Arrowhead

Christopher Anzalone 44  Chief Executive Officer & President and Direc
Kenneth A. Myszkowsk 47  Chief Financial Office

Bruce Giver 59 Chief Operating Office

Kenneth A. Myszkowski, Chief Financial Officer, joined Arrowhead in 200®ior to joining Arrowhead, Mr. Myszkowski servesl a
the corporate controller for Broadwind Energy, &dlguenergy company which provides products andgises to the wind energy industry.

Previous to his position at Broadwind, Mr. Myszkdwsas controller for Epcor USA, the U.S. headqeiextfor Epcor Utilities, Inc., a public
energy company. Prior to Epcor, Mr. Myszkowski wastroller for two start-up ventures: Nanolnk, dpézing in Dip Pen Nanolithography,
a nanofabrication technology, and Delphion, whiobvgled on-line tools for intellectual property easch. Mr. Myszkowski also held several
corporate roles at FMC Corporation, and Premarrivdtional, both Fortune 500 conglomerates. Herblgacareer in the audit practice of
Arthur Andersen & Co. in Chicago, lllinois. Mr. Mgisowski received his undergraduate degree frontiigersity of lllinois, and his MBA
from the University of Chicago Booth School of Baesss. He is a certified public accountant.

Dr. Bruce Given, Chief Operating Officer, joined Arrowhead in 20BInce October 1, 2009, Dr. Given has been atired the
Company’s subsidiary, Calando Pharmaceuticals, &mzl since February 1, 2010, Dr. Given has beéaf Elxecutive Officer of Leonardo
Biosystems, Inc., in which Arrowhead holds a mityoeiquity interest. Dr. Given was a member of tloau8l of Directors for ICON, plc. from
2004 until his retirement in 2013 and Chairmant®Board of Directors from 2010 to 2013. Dr. Giwmved as the President and Chief
Executive Officer, and as a member of the BoarDioéctors of Encysive Pharmaceuticals, an R&D-bassdmercial pharmaceutical
company, roles he held from
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2002 through 2007. Subsequent to his tenure atdireeyintil 2011, Dr. Given was President of Brudee@ Consulting, a firm that provides
consulting services to biotech companies. Pridnisdenure at Encysive, Dr. Given held several@eskecutive roles at Johnson and Johr
Sandoz Pharmaceuticals, and Schering-Plough. Der@ibtained his bachelor of sciences degree frolar@do State University, graduating
Phi Beta Kappa. He received his M.D. degree withadne from the University of Chicago, Pritzker SchobMedicine and completed his
medical training at the University of Chicago andagham and Women'’s Hospital in Boston, wherentas a Clinical Fellow at Harvard
Medical School. He is board certified in internaditine and endocrinology and metabolism and h#seed 33 scientific publications.

Dr. Bruce Given is a brother of Dr. Douglass Givaemlirector of the company.

SUMMARY COMPENSATION TABLE

The following table summarizes compensation paidrded or earned for services rendered duringlf&@h3 and fiscal 2012 by our
Chief Executive Officer, our Chief Financial Offic@nd our Chief Operating Officer. We refer togbgersons collectively as our “Named
Executive Officers”.

Stock Option All Other
Salary Bonus Awards Awards Compensatior Total
Name and Principal Position Year ($) (%) ($) ($) (1) ($) (2) ($)
Christopher Anzalone 201  504,80¢ 463,39: 1,043,20.
President & Chief Executive Officer 75,00( — —
201z 473,000 200,00( — 811,68! — 1,484,68!
Ken Myszkowski 201: 277,64« 173,74(
Chief Financial Officer 27,50( - 8,891 487,77
201z 262,00( 60,00( — 425,67 9,731 757,40:
Bruce Given 201  363,46. 54,00( — 334,90( 9,66( 762,02:
Chief Operating Officer (3) — — 9,45¢ 931,90
201z  317,00( 605,44!

(1) This column represents the total grant dateviaue, computed in accordance with ASC 718, aflsbptions granted during fiscal year
2013 and 2012. The assumptions used to calculateatne of the stock underlying the option awamgsset forth in Note 10 of the
Notes to the Consolidated Financial Statementsided with the Compar's Annual Report on 10-K, except that the assunoef@iture
rate used for these purposes is z

(2) Amounts consist of 401(k) matching contributio

(3) Bruce Given was hired on October 26, 2012, thuspsorsation reflected in 2012 is for a partial yeaapproximately eleven month

Employment Agreements and Change of Control Arrangments

Each of the Company’s Named Executive Officerqigtawill employee. Mr. Anzalone’s employment agneat, as amended, provides
for a minimum base salary of $500,000 and for axvuahreview of his salary by the Compensation Cottemi Mr. Myszkowski's annual
salary is determined on an annual basis by the @asgtion Committee. The Named Executive Officemsial bonus and stock and option
awards are determined on an annual basis by theo@uwsation Committee. The Company generally doehanat severance or change of
control arrangements with its Named Executive @ffic except that Mr. Anzalone is entitled to seneegpay equal to one month’s base
salary and an amount equal to the premiums on adical and dental benefits for thirty days upomieation in accordance with his
employment agreement. Mr. Myszkowski is entitledéoerance pay equal to three month’s base sdlayap amount equal to the premiums
on his medical and dental benefits for the samm@eAdditionally, pursuant to the 2004 Equity Intige Plan, any unvested awards held by
plan participants, including the Named Executivéid@fs, become fully vested upon a change of congsa@ept as otherwise determined by
the Board.

Outstanding Equity Awards at Fiscal Year-End

The following table provides information, with res to the Named Executive Officers, concerningQiiéstanding Equity Awards of
the Company’s stock as of September 30, 2013. tetenformation provided here reflects adjustmealated to the 1 for 10 reverse stock
split effected on November 17, 2011.
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Option Awards (1)

Number of Number of
Securities Securities
Underlying Underlying Option
Unexercisec Unexercised Exercise Price Option
Options (#) Options (#) Expiration
(Exercisable’ (Unexercisable (%) Date
Christopher Anzalone 2,50( — 21.3( 6/11/201¢
112,65( — 5.1(C 10/8/201¢
56,32¢ — 5.2C 3/4/202(
39,58: 10,417 9.9( 8/16/202!
7,18¢ 7,81z 4.6( 10/21/202.
67,29: 102,70¢ 5.1¢ 2/16/202.
12,50( 37,50( 2.62 9/28/202.
16,66 183,33: 2.01 5/6/201:
— 69,99 4.7¢ 9/21/202.
Ken Myszkowski 23,177 1,82 7.0C 11/16/201
8,00( — 5.2C 3/4/202(
9,50( 2,50(¢ 9.9( 8/16/202!
7,18¢ 7,81z 4.6( 10/21/202.
32,85¢ 50,14¢ 5.1¢ 2/16/202.
6,25( 18,75( 2.62 9/28/202.
7,50(C 82,50( 2.01 5/6/202:
— 20,00( 4.7t 9/21/202.
Bruce Giver 1,00( — 6.2( 9/28/201!
14,37¢ 15,62¢ 5.2C 10/26/202.
43,54 66,45¢ 5.1¢ 2/16/202.
8,75( 26,25( 2.62 9/28/202.
14,167 155,83¢ 2.01 5/6/202:
— 40,00( 4.7¢ 9/21/202.

(1) Except for 30,000 options granted to Bruce @ige an inducement grant upon his hire, all opgiwards were granted under the 2004
Equity Incentive Plan of the Company. Options ategul at the market closing price on the day ofatard. Options have various
vesting parameters, but generally vest within 4&t® or less after the award is gran

Option Exercises and Stock Vested in Fiscal Year 26
No named executive officers exercised any optiarisad any restricted stock vest in fiscal year 2013

Section 16(a) Beneficial Ownership Reporting Compdince

Under Section 16(a) of the Securities Exchangeofd934, the Company’s directors and officers dadignificant stockholders
(defined by statute as stockholders beneficiallyiogy more than ten percent (10%) of the CommoniStae required to file with the SEC
and the Company reports of ownership, and chamgewmnership, of common stock. Based solely on &vewf the reports received by it, t
Company believes that, during the fiscal year erféiggtember 30, 2013, all of its officers, directansl significant stockholders complied v
all applicable filing requirements under Sectiora)6

REVIEW AND APPROVAL OF RELATED-PARTY TRANSACTIONS

Our Board has adopted policies and procedureséoraview and approval of related-party transastiemmd has delegated to the Audit
Committee the authority to review and approve tlaemal terms of any proposed related-party traimas To the extent that a proposed
related-party transaction may involve a non-empogieector or nominee for election as a directat mray be material to a consideration of
that person’s independence, the matter may alsotsidered by the other disinterested directors.
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Pursuant to our Code of Business Conduct and Esmdour Corporate Governance Committee Charteh, @bour officers, directors
and employees must disclose related-party tramsectd our Board of Directors. In order to avoidftiots of interest, our executive officers
and directors may not acquire any ownership inténeany supplier, customer or competitor (othemtimominal amounts of stock in publicly
traded companies), enter into any consulting orlepmpent relationship with any customer, suppliecompetitor, or engage in any outside
business activity that is competitive with any af dusinesses, without first disclosing the propdsansaction. After the proposed transac
has been disclosed, a determination will be madeubyBoard or Audit Committee as to what coursiotiow, depending on the nature or
extent of the conflict. Furthermore, our executifiicers and directors may not serve on any boéuirectors of any customer, supplier or
competitor unless such board service has beerodestito us and approved by our Board.

In determining whether to approve or ratify a rethparty transaction, the Board and/or Committeg comsider, among other factors it
deems appropriate, the potential benefits to @sintipact on a director’'s or nominee’s independeman executive offices relationship witt
or service to us, whether the related-party traimmads on terms no less favorable than terms gglyeaivailable to an unaffiliated third party
under the same or similar circumstances and trenegf the related party'interest in the transaction. In deciding to appra transaction, tt
Board or Audit Committee may, in its sole discrationpose such conditions as it deems appropriatesar the related party in connection
with its approval of any transaction. Any transaest involving the compensation of executive offszdrowever, are reviewed and approved
by the Compensation Committee. If a related-pagydaction will be ongoing, the Audit Committee nesyablish guidelines to be followed
in our ongoing dealings with the related party. rBadter, the Audit Committee reviews and asse$sesngoing relationship with each rela
party to see that it is in compliance with the catten’s guidelines and that the related-party tagtisn remains appropriate.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

As of September 30, 2013, a majority of the membétke Board are independent directors, as defyettie NASDAQ Marketplace
Rules. The Board has determined that all of the @my’s directors are independent, except Dr. Anmlthe Company’s Chief Executive
Officer, and Dr. Douglass Given, the brother of @@mpany’s Chief Operating Officer. Non-employerdiors do not receive consulting,
legal or other fees from the Company, other thaarB@ompensation.

Leonardo Biosystems, Inc. eonardo ") was co-founded by the Company’s President anéf@xecutive Officer, Dr. Christopher
Anzalone, who beneficially owns approximately 9.4f4he outstanding voting securities of Leonardan./Anzalone does not hold options,
warrants or any other rights to acquire securitfdseonardo. Dr. Anzalone has the right to appaingépresentative to the Board of Directors
of Leonardo. Dr. Anzalone has not received any camsption for his work on behalf of Leonardo siraiaipg the Company on December 1,
2007.

During fiscal 2013, a portion of Arrowhead employgeadary costs, including Dr. Anzalone’s salary addinistrative overhead, was
charged to Leonardo for management and adminigtragirvices provided by Arrowhead to Leonardo. Byfiscal 2013, the charge for
services provided to Leonardo was $166,000. Inteuididuring fiscal 2013, Arrowhead made cash adeario Leonardo of $344,000. It is
not clear if Leonardo will be able to re-pay Arrazdld, accordingly the amounts due from Leonardo baea fully reserved. In addition,
Dr. Bruce Given, the Company’s Chief Operating €&fi and CEO of Leonardo is the brother of Dr. Dasg Given, a member of
Arrowhead’s Board of Directors. Dr. Douglass Givess no financial interest in Leonardo.

Annual report on Form 10-K

The Company will mail, without charge to any stoakler upon written request, a copy of the Compa#dyisual Report on Form 10-K
for the year ended September 30, 2013 includinditla@cial statements, schedules and a list oflethiRequests should be sent to
Arrowhead Research Corporation, 225 S. Lake AveSBuie 1050 Pasadena, CA 91101, Attn: Corporatectag, Phone (626) 304-3400.
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Stockholders Sharing the Same Address

We may satisfy SEC rules regarding delivery of gretatements including the proxy statement, anregdrt and Notice, by delivering
a single Notice and, if applicable, a single sgtroixy materials to an address shared by two oerobour stockholders. This delivery mett
can result in meaningful cost savings for us. ke advantage of this opportunity, we may delivdy@me Notice, and if applicable, a single
set of proxy materials to multiple stockholders vethare an address, unless contrary instructionseeéved prior to the mailing date.
Similarly, if you share an address with anothecldbolder and have received multiple copies of oatid¢é¢ and/or other proxy materials, you
may write or call us at the address and phone nubdlew to request delivery of a single copy ofstaenaterials in the future. We undertake
to deliver promptly upon written or oral requestegparate copy of the Notice and/or other proxy re$eto a stockholder at a shared address
to which a single copy of these documents was eedid. If you hold stock as a record stockholderneder to receive separate copies of a
Notice, and if applicable, other proxy materiakhei now or in the future, please contact us aatliress provided below. If your stock is
through a brokerage firm or bank and you prefeeteive separate copies of a Notice and, if applécather proxy materials either now ol
the future, please contact your brokerage firmamkb

Arrowhead Research Corporation
225 S. Lake Avenue, Suite 1050
Pasadena CA 91101

Attn: Corporate Secretary

Phone (626) 304-3400

Other Matters
The Company knows of no other matters to be subchit the Annual Meeting. If any other matters propcome before the meeting
is the intention of the persons named in the piadg to vote the shares they represent as the Boaydecommend.

BY ORDER OF THE BOARD OF DIRECTOR

/s/ Jane Davidso
Jane Davidsor
Secretary

Pasadena, California
December 20, 2013
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Annex A
ARROWHEAD RESEARCH CORPORATION 2013 INCENTIVE PLAN

1. DEFINED TERMS

Exhibit A, which is incorporated by reference, defines &mmns used in the Plan and sets forth certain dpaedtrules related to those
terms.

2. PURPOSE

The Plan has been established to advance thestgerethe Company by providing for the grant tatiegants of Stocksased and othi
incentive Awards.

3. ADMINISTRATION

The Administrator has discretionary authority, gabjonly to the express provisions of the Plamterpret the Plan; determine
eligibility for and grant Awards; determine, modify waive the terms and conditions of any Awaresgribe forms, rules and procedures
relating to the Plan; determine whether Awards &hba settled in cash and/or shares of Stock; #&mehwise do all things necessary or
appropriate to carry out the purposes of the Fdaterminations of the Administrator made underRlan will be conclusive and will bind all
parties.

4. LIMITS ON AWARDS UNDER THE PLAN

(a) Number of SharesThe maximum number of shares of Stock that magdbigered in satisfaction of Awards under the Rfan
4,000,000 plus an annual increase each Januasggin(bng January 1, 2015 and with the last increasgéanuary 1, 2023) equal to the lesser
of: (i) two percent (2%) of the number of then damsling shares of Stock or (ii) such lesser nurakatetermined by the Board, provided,
however, that the sum of (A) the Shares issueduhéePlan, plus (B) the then-applicable reservBlaires issuable under the Plan, may not
exceed fifteen percent (15%) of the sum of (C)tttel Stock issued and outstanding, plus (D) at&tunderlying any series or class of
convertible preferred stock then outstanding (cheiteed without regard to any applicable conversimit$ on such preferred stock).
Notwithstanding the preceding sentence, no mone #52000,000 shares of Stock may be deliveredreitheatisfaction of ISOs award:
under the Plan or, to the extent required by applielaw, to Participants who are residents ofStade of California on the date of grant (*
California Participants’). Nothing in this Section 4(a) will be construasd requiring that any, or any fixed number of,I8Qs be awarded
under the Plan or (y) Awards to California Partaips be made under the Plan. For purposes of ¢laiso8 4(a), the number of shares of
Stock delivered in satisfaction of Awards will betefrmined (i) by treating as having been deliveneyl shares of Stock underlying the por
of any Award that is settled in cash or the portbany Award that expires, terminates or is fagdiprior to the issuance of Stock thereur
(ii) by treating as having been delivered any shafeStock underlying the portion of any Award tlsasettled in Stock, and (iii) by treating as
having been delivered any shares of Stock withhglthe Company from any Award in payment of thereise price of any Award requiring
exercise or in satisfaction of the tax withholdneguirements with respect to any Award. To the mxtensistent with the requirements of
Section 422 and the regulations thereunder, artdatiter applicable legal requirements (includingligable stock exchange requirements),
Stock issued under awards of an acquired compatyate converted, replaced or adjusted in conneetith the acquisition shall not reduce
the number of shares of Stock available for Awanaider the Plan.

(b) Type of SharesStock delivered by the Company under the Plan Ineaguthorized but unissued Stock or previouslyedsStock
acquired by the Company. No fractional shares o€lSwill be delivered under the Plan.

(c) Section 162(m) LimitsFor purposes of Section 162(m), the followingitiddal limits will apply to Awards of the specifietype
granted, or in the case of Cash Awards, payabd@yoperson in any calendar year:
(1) Stock Options: 750,000 shares of Stock.
(2) SARs: 750,000 shares of Stock.
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(3) Awards other than Stock Options, SARs or Caslais: 750,000 shares of Stock.
(4) Cash Awards: $750,000.

In applying the foregoing limits, (i) all Awards tfe specified type granted to the same persdneiisame calendar year will be
aggregated and made subject to one limit; (ii)litné@s applicable to Stock Options and SARs retethte number of shares of Stock subject to
those Awards; (iii) the share limit under clausgréers to the maximum number of shares of Sthaekmay be delivered, or the value of
which could be paid in cash or other property, uradeAward or Awards of the type specified in cka8) assuming a maximum payout; and
(iv) the dollar limit under clause (4) refers t@tmaximum dollar amount payable under an Awardwarls of the type specified in clause
(4) assuming a maximum payout. The foregoing promswill be construed in a manner consistent Bigletion 162(m), including, without
limitation, where applicable, the rules under Setti62(m) pertaining to permissible deferrals afrapt awards.

5. ELIGIBILITY AND PARTICIPATION

The Administrator will select Participants from amgdkey Employees and directors of, and consul@mtsadvisors to, the Company
and its Affiliates. Eligibility for ISOs is limitedo individuals described in the first sentencéhig Section 5 who are employees of the
Company or of a “parent corporation” or “subsidiaprporation” of the Company as those terms armeefin Section 424 of the Code.
Eligibility for Stock Options other than ISOs islited to individuals described in the first seneo€ this Section 5 who are providing direct
services on the date of grant of the Stock Optioaither the Company or to a subsidiary of the Camyghat would be described in the first
sentence of Treas. Regs. 81.409A-1(b)(5)(iii)(E).

6. RULES APPLICABLE TO AWARDS
(a) All Awards.

(1) Award Provisions The Administrator will determine the terms of Alwards, subject to the limitations provided her&@gn
accepting (or, under such rules as the Administrai@y prescribe, being deemed to have acceptefijvand, the Participant will be deemed
to have agreed to the terms of the Award and the.MNotwithstanding any provision of this Planhe tontrary, awards of an acquired
company that are converted, replaced or adjustedrinection with the acquisition may contain teand conditions that are inconsistent v
the terms and conditions specified herein, as aeted by the Administrator.

(2) Term of Plan No Awards may be made after ten years from thie DPBAdoption, but previously granted Awards mantinue
beyond that date in accordance with their terms.

(3) Transferability. Neither ISOs nor, except as the Administratoepilise expressly provides in accordance with tird th
sentence of this Section 6(a)(3), other Awards beyransferred other than by will or by the lawsle$cent and distribution. During a
Participant’s lifetime, ISOs (and, except as themustrator otherwise expressly provides in accoogawith the third sentence of this
Section 6(a)(3), SARs and NSOs) may be exercisgdoyrthe Participant. The Administrator may perthi¢ gratuitous transfei.g. ,
transfer not for value) of Awards other than IS@suy transferee eligible to be covered by the isions of Form S-8 (under the Securities
Act of 1933, as amended), subject to such limitetias the Administrator may impose.

(4) Vesting, etc The Administrator will determine the time or tisnat which an Award will vest or become exercisalnd the
terms on which a Stock Option or SAR will remairemisable. Without limiting the foregoing, the Advistrator may at any time accelerate
the vesting or exercisability of an Award, regasdlef any adverse or potentially adverse tax cgratbnsequences resulting from such
acceleration. Unless the Administrator expresstyvigles otherwise, however, the following rules aitiply if a Participant's Employment
ceases:
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(A) Immediately upon the cessation of the PartictfssEmployment and except as provided in (B), @) (D) below, each
Stock Option and SAR that is then held by the Pigdint or by the Participant’s permitted transfereany, will cease to be
exercisable and will terminate and all other Awatdst are then held by the Participant or by theiépant’'s permitted transferees.
any, to the extent not already vested will be fitefi

(B) Subject to (C), (D) and (E) below, all Stockt®@ps and SARs held by the Participant or the Bigdnt’'s permitted
transferees, if any, immediately prior to the céesaof the Participant's Employment, to the extiév@n exercisable, will remain
exercisable for the lesser of (i) a period of threanths and (ii) the period ending on the latest da which such Stock Option or
SAR could have been exercised without regard ®3eiction 6(a)(4), and will thereupon immediatelyrtinate.

(C) All Stock Options and SARs held by a Participanthe Participant’s permitted transferees, if,ammediately prior to the
cessation of the Participant’'s Employment due soohiher death, to the extent then exercisabléyaevitain exercisable for the lesser
of (i) a period of twelve months and (ii) the periending on the latest date on which such Stocko®utr SAR could have been
exercised without regard to this Section 6(a)(A) will thereupon immediately terminate.

(D) All Stock Options and SARs held by a Participanthe Participant’s permitted transferees, if,ammediately prior to the
cessation of the Participant’'s Employment due soohniher “permanent and total disabilityithin the meaning of Section 22(e)(3)
the Code, to the extent then exercisable, will ieareaercisable for the lesser of (i) a period afreionths and (ii) the period ending
the latest date on which such Stock Option or SAR@have been exercised without regard to thigi@eé(a)(4), and will
thereupon immediately terminate.

(E) All Awards (whether or not exercisable) helddarticipant or the Participant’s permitted tfarees, if any, immediately
prior to the cessation of the Participant’s Emplewtwill immediately terminate upon such cessatibEmployment if the
termination is for Cause or occurs in circumstarthasin the sole determination of the Administrat@uld have constituted grounds
for the Participant’'s Employment to be terminatedGause.

(5) Additional Restrictions The Administrator may cancel, rescind, withhotdbtherwise limit or restrict any Award at any titifie
the Participant is not in compliance with all appble provisions of the Award agreement and the,Rlaif the Participant breaches any
agreement with the Company or its Affiliates widlspect to non-competition, non-solicitation or ddeftiality. Without limiting the
generality of the foregoing, the Administrator magover Awards made under the Plan and paymenty amdjain in respect of any Awarc
accordance with any applicable Company clawbaakosupment policy, as such policy may be amendddraaffect from time to time, or
as otherwise required by law or applicable stoahexrge listing standards, including, without lirtida, Section 10D of the Exchange Act, or
any stock exchange or similar rule adopted unddrSaction.

(6) Taxes The grant of an Award and the delivery, vesting eetention of Stock, cash or other property umtheAward are
conditioned upon full satisfaction by the Participaf all tax withholding requirements with respecthe Award. The Administrator will
prescribe such rules for the withholding of taxestaleems necessary or appropriate. The Admitdstraay, but need not, hold back share
Stock from an Award or permit a Participant to npreviously owned shares of Stock in satisfaocbibtax withholding requirements (but
not in excess of the minimum withholding requirgddw).

(7) Dividend Equivalents, EtcThe Administrator may provide for the paymenaofounts (on terms and subject to conditions
established by the Administrator) in lieu of caskidends or other cash distributions with respecstock subject to an Award whether or not
the holder of such Award is otherwise entitledharg in the actual dividend or distribution in resipof such Award. Any entitlement to
dividend equivalents or similar entittements wil bstablished and administered either consistehtam exemption from, or in compliance
with, the requirements of Section 409A. Dividendsliwidend equivalent amounts payable in respeé&wadirds that are subject to restrictions
may be subject to such limits or restrictions &sAkministrator may impose.
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(8) Rights Limited Nothing in the Plan or in any Award will be constd as giving any person the right to continueglegment
or service with the Company or its Affiliates, aryarights as a stockholder except as to sharesook@ctually issued under the Plan; nor will
anything in the Plan or in any Award affect thehtigf the Company or its Affiliates to dischargediscipline a Participant at any time. The
loss of existing or potential profit in Awards wilbt constitute an element of damages in the exfelgrmination of Employment for any
reason, even if the termination is in violationaof obligation of the Company or any Affiliate tetRarticipant.

(9) Section 162(m)In the case of any Performance Award (other th&bock Option or SAR) intended to qualify for the
performance-based compensation exception undeio8dd2(m), the Administrator will establish theptipable Performance Criterion or
Criteria in writing no later than ninety (90) dagfter the commencement of the period of servicghizh the performance relates (or at such
earlier time as is required to qualify the Awardoasformance-based under Section 162(m)) and, fritite event or occurrence (grant,
vesting or payment, as the case may be) that dittmmed on the attainment of such Performancee@ait or Criteria, will certify whether it
or they have been attained.

(10) Coordination with Other PlansAwards under the Plan may be granted in tandeim wi in satisfaction of or substitution f
other Awards under the Plan or awards made untier dtompensatory plans or programs of the Compaitg éffiliates. For example, but
without limiting the generality of the foregoingyvards under other compensatory plans or progrartteea€ompany or its Affiliates may be
settled in Stock (including, without limitation, thstricted Stock) if the Administrator so deternsini@ which case the shares delivered will
be treated as awarded under the Plan (and wilceethe number of shares thereafter available uhdePlan in accordance with the rules set
forth in Section 4). In any case where an awardasle under another plan or program of the Compaitg éffiliates and such award is
intended to qualify for the performance-based campton exception under Section 162(m), and suarais settled by the delivery of
Stock or another Award under the Plan, the appléc8iection 162(m) limitations under both the otblan or program and under the Plan will
be applied to the Plan as necessary (as deterrhintte Administrator) to preserve the availabibifithe Section 162(m) performance-based
compensation exception with respect thereto.

(11) Section 409A Each Award will contain such terms as the Adntrai®r determines, and will be construed and adstenéd,
such that the Award either qualifies for an exempfrom the requirements of Section 409A or sass&uch requirements.

(12) Eair Market Value. In determining the fair market value of any shafr§tock under the Plan, the Administrator willkeahe
determination in good faith consistent with theesubf Section 422 and Section 409A to the exteplicgble.

(b) Stock Options and SARS

(1) Time And Manner Of ExerciséJnless the Administrator expressly provides atlige, no Stock Option or SAR will be deer
to have been exercised until the Administrator ikexea notice of exercise (in form acceptable eAdministrator), which may be an
electronic notice, signed (including electronicnsiture in form acceptable to the Administratorty appropriate person and accompanie
any payment required under the Award. A Stock @ptipSAR exercised by any person other than thecismt will not be deemed to have
been exercised until the Administrator has receswazh evidence as it may require that the persercising the Award has the right to do so.

(2) Exercise Price The exercise price (or the base value from whjgbreciation is to be measured) of each Award raxgi
exercise will be no less than 100% (or in the adsan ISO granted to a ten-percent shareholdeimilie meaning of subsection (b)(6) of
Section 422, 110%) of the fair market value of $iteck subject to the Award, determined as of ttie dagrant, or such higher amount as the
Administrator may
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determine in connection with the grant. Exceptdnreection with a corporate transaction involving @ompany (which term shall include,
without limitation, any stock dividend, stock spkixtraordinary cash dividend, recapitalizatiomrganization, merger, consolidation, spii;
spin-off, combination, or exchange of shares) astherwise contemplated by Section 7 of the PlaQompany may not, without obtaining
stockholder approval, (A) amend the terms of ontitag Stock Options or SARs to reduce the exeqmig® or base value of such Stock
Options or SARs, (B) cancel outstanding Stock Ostior SARs in exchange for Stock Options or SARK am exercise price or base value
that is less than the exercise price or base \@fltiee original Stock Options or SARs, or (C) cdraigistanding Stock Options or SARs that
have an exercise price or base value greater bieafair market value of a share of Stock on the dasuch cancellation in exchange for cash
or other consideration.

(3) Payment Of Exercise PricaNhere the exercise of an Award is to be accongubby payment, payment of the exercise price
will be by cash or check acceptable to the Admiatst or by such other legally permissible meainsny, as may be acceptable to the
Administrator.

(4) Maximum Term Stock Options and SARs will have a maximum teonta exceed ten (10) years from the date of gi@nt
five (5) years from the date of grant in the casaolSO granted to a ten-percent shareholder ibestin Section 6(b)(2) above); provided,
however, that, if a Participant still holding angtanding but unexercised NSO or SAR ten (10) yzars the date of grant (or, in the case of
an NSO or SAR with a maximum term of less than(1€) years, such maximum term) is prohibited byliapple law or a written policy of
the Company applicable to similarly situated empkxs/from engaging in any open-market sales of Stoukif at such time the Stock is
publicly traded (as determined by the Administrgttte maximum term of such Award will instead leeiched to expire on the thirtieth (30
th) day following the date the Participant is no lengrohibited from engaging in such open marketssal

7. EFFECT OF CERTAIN TRANSACTIONS

(a) Mergers, etc Except as otherwise provided in an Award agreeéntiea following provisions will apply in the eveot a Covered
Transaction:

(1) Assumption or Substitutiarif the Covered Transaction is one in which theran acquiring or surviving entity, the
Administrator may (but, for the avoidance of doutgted not) provide (i) for the assumption or camdition of some or all outstanding Awards
or any portion thereof or (ii) for the grant of newards in substitution therefor by the acquirosunvivor or an affiliate of the acquiror or
survivor.

(2) CashOut of Awards Subject to Section 7(a)(5) below the Administratay (but, for the avoidance of doubt, need not)
provide for payment (a “cash-out”), with respecstane or all Awards or any portion thereof, equahie case of each affected Award or
portion thereof to the excess, if any, of (A) the fnarket value of one share of Stock (as detexthbyy the Administrator in its reasonable
discretion) times the number of shares of Stoclesuilto the Award or such portion, over (B) the i@gmate exercise or purchase price, if any,
under the Award or such portion (in the case dBAR, the aggregate base value above which appatiatmeasured), in each case on such
payment terms (which need not be the same asnies t&f payment to holders of Stock) and other teamd subject to such conditions, as
Administrator determines, it being understood thtte exercise or purchase price (or base valiaphd®ward is equal to or greater than the
fair market value of one share of Stock (as deteeohin accordance with this Section 7(a)(2)), thead may be cancelled with no payment
due hereunder.

(3) Acceleration of Certain AwardsSubject to Section 7(a)(5) below, the Administrahay (but, for the avoidance of doubt, n
not) provide that any Award requiring exercise Wiicome exercisable, in full or in part and/or thatdelivery of any shares of Stock
remaining deliverable under any outstanding Awdr8tock Units (including Restricted Stock Units @erformance Awards to the extent
consisting of Stock Units) will be accelerateduf br in part, in each case on a basis that gilvesholder of the Award a reasonable
opportunity, as determined by the Administratolofeing exercise of the Award or the delivery oétbhares, as the case may be, to
participate as a stockholder in the Covered TraiwadNotwithstanding the foregoing, in the evefhidChange in Control, each outstanding
Award will, absent an affirmative determinationthyg Administrator to the contrary (which determioatmay be made in the Administrater’
sole and absolute discretion) fully vest and becerecisable immediately prior to the consummatibsuch Change in Control, and the
Administrator

A-5



shall notify the Participant in writing or electioally that the Award will be fully vested and egisable for a period of at least fifteen

(15) days from the date of such notice, (whiche®thay be delivered prior to the consummation efGhange in Control) and the Award
terminate upon the expiration of such period if otbterwise assumed or substituted pursuant to@®eé{a)(1) above or cashed-out pursuant
to Section 7(a)(2) above.

(4) Termination of Awards Upon Consummation of Covénethsaction. Except as the Administrator may otherwise deteenim
any case and except for the 15-day exercise peeabfbrth above in Section 7(a)(3), each Award aittomatically terminate (and in the case
of outstanding shares of Restricted Stock, wilbandtically be forfeited) upon consummation of the/€ed Transaction, other than Awards
assumed pursuant to Section 7(a)(1) above.

(5) Additional Limitations Any share of Stock and any cash or other prometivered pursuant to Section 7(a)(2) or Secti@) 7
(3) above with respect to an Award may, in therdiion of the Administrator, contain such restdos, if any, as the Administrator deems
appropriate to reflect any performance or othetirggonditions to which the Award was subject #mat did not lapse (and were not
satisfied) in connection with the Covered TrangactFor purposes of the immediately preceding seetea cash-out under Section 7(a)(2)
above or acceleration under Section 7(a)(3) abdlleet, in and of itself, be treated as the lagsfor satisfaction) of a performance or other
vesting condition. In the case of Restricted Stibek does not vest and is not forfeited in conmectiith the Covered Transaction, the
Administrator may require that any amounts delideexchanged or otherwise paid in respect of stiebkSn connection with the Covered
Transaction be placed in escrow or otherwise mabgest to such restrictions as the Administratarde appropriate to carry out the inten
the Plan.

(b) Changes in and Distributions With Respect to Stock

(1) Basic Adjustment Provisiondn the event of a stock dividend, stock splitombination of shares (including a reverse stock
split), recapitalization, reclassification or otltéstribution of the Company’s equity securitiesheut the receipt of consideration by the
Company, or other change in the Company’s capitattire that constitutes an equity restructurinipiw the meaning of FASB ASC 718,
the Administrator will make appropriate adjustmewotthe maximum number of shares specified in 8ret(a) that may be delivered under
the Plan and to the maximum share limits descrb&Ection 4(c), and will also make appropriatauatipents to the number and kind of
shares of stock or securities subject to Awards thdstanding or subsequently granted, any exeociperchase prices (or base values)
relating to Awards and any other provision of Awsaadfected by such change.

(2) Certain Other AdjustmentsThe Administrator may also make adjustments eftyipe described in Section 7(b)(1) above to
take into account distributions to stockholdersotian those provided for in Section 7(a) and(Zjbpr any other event, if the Administra
determines that adjustments are appropriate talalistortion in the operation of the Plan, having degard for the qualification of ISOs
under Section 422, the requirements of Section 4@84 for the performance-based compensation ofil8gction 162(m), where applicable.

(3) Continuing Application of Plan TermdReferences in the Plan to shares of Stock wittdsestrued to include any stock or
securities resulting from an adjustment pursuathigSection 7.

8. LEGAL CONDITIONS ON DELIVERY OF STOCK

The Company will not be obligated to deliver angras of Stock pursuant to the Plan or to removerestyiction from shares of Stock
previously delivered under the Plan until: (i) thempany is satisfied that all legal matters in aartion with the issuance and delivery of s
shares have been addressed and resolved,; (i@ dutstanding Stock is at the time of deliveryelisbn any stock exchange or national market
system, the shares to be delivered have been bstedthorized to be listed on such exchange desysipon official notice of issuance; and
(iii) all conditions of the Award have been satsfior waived. The Company may require, as a camdit exercise of the Award, such
representations or agreements as counsel for thep@uy may consider appropriate to avoid violatibthe Securities Act of 1933, as
amended, or any applicable state or non-U.S. sesutaw. Any
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Stock required to be issued to Participants urttPian will be evidenced in such manner as theiAidtmator may deem appropriate,
including book-entry registration or delivery obesk certificates. In the event that the Adminisiratetermines that Stock certificates will be
issued to Participants under the Plan, the Adnatist may require that certificates evidencing Btesued under the Plan bear an approp
legend reflecting any restriction on transfer aggitie to such Stock, and the Company may holdéhéicates pending lapse of the
applicable restrictions.

9. AMENDMENT AND TERMINATION

The Administrator may at any time or times ameredRkan or any outstanding Award for any purposectvimay at the time be
permitted by law, and may at any time terminateRtan as to any future grants of Awards; providldt except as otherwise expressly
provided in the Plan the Administrator may nothailit the Participant’s consent, alter the termarofAward so as to affect materially and
adversely the Participant’s rights under the Awardess the Administrator expressly reserved thiet iio do so at the time the Award was
granted. Any amendments to the Plan will be coodéd upon stockholder approval only to the extiéany, such approval is required by |
(including the Code and applicable stock exchaegeirements), as determined by the Administrator.

10. OTHER COMPENSATION ARRANGEMENTS

The existence of the Plan or the grant of any Awetbnot in any way affect the Company’s rightAevard a person bonuses or other
compensation in addition to Awards under the Plan.

11. MISCELLANEOUS

(a) Waiver of Jury Trial By accepting an Award under the Plan, each Raati¢ waives any right to a trial by jury in anytian,
proceeding or counterclaim concerning any rightdenrthe Plan and any Award, or under any amendm&iger, consent, instrument,
document or other agreement delivered or whichénftiture may be delivered in connection therevdtig agrees that any such action,
proceedings or counterclaim will be tried beformart and not before a jury. By accepting an Awarnder the Plan, each Participant certifies
that no officer, representative, or attorney of @mpany has represented, expressly or othentmiaetite Company would not, in the even
any action, proceeding or counterclaim, seek toreefthe foregoing waivers. Notwithstanding anyghio the contrary in the Plan, nothing
herein is to be construed as limiting the abilitylee Company and a Participant to agree to sublisfitutes arising under the terms of the Plan
or any Award made hereunder to binding arbitratioas limiting the ability of the Company to requany eligible individual to agree to
submit such disputes to binding arbitration asred@mn of receiving an Award hereunder.

(b) Limitation of Liability. Notwithstanding anything to the contrary in tHar®? neither the Company, nor any Affiliate, noe th
Administrator, nor any person acting on behalfhef Company, any Affiliate, or the Administrator e liable to any Participant or to the
estate or beneficiary of any Participant or to ather holder of an Award by reason of any accedtamaif income, or any additional tax
(including any interest and penalties), assertertkbgon of the failure of an Award to satisfy thguirements of Section 422 or Section 409A
or by reason of Section 4999 of the Code, or otlsenasserted with respect to the Award.

12. ESTABLISHMENT OF SUB-PLANS

The Administrator may from time to time establistear more sub-plans under the Plan for purpossat@fying applicable blue sky,
securities or tax laws of various jurisdictions eTAdministrator will establish such sgibans by adopting supplements to the Plan settirth
(i) such limitations on the Administrator’s disdoet under the Plan as it deems necessary or désaal (ii) such additional terms and
conditions not otherwise inconsistent with the Rdarit deems necessary or desirable. All supplesremestablished will be deemed to be
of the Plan, but each supplement will apply onlyasticipants within the affected jurisdiction @etermined by the Administrator).
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13. GOVERNING LAW

(a) Certain Requirements of Corporate Lawwards will be granted and administered constsiéth the requirements of applicable
Delaware law relating to the issuance of stockthedconsideration to be received therefor, and thighapplicable requirements of the stock
exchange or other trading system on which the Sebt&ted or entered for trading, in each caséedasrmined by the Administrator.

(b) Other Matters Except as otherwise provided by the express tefraa Award agreement, under a sub-plan descitb8eéction 12
or as provided in Section 13(a) above, the promsiaf the Plan and of Awards under the Plan andailins or disputes arising out of our
based upon the Plan or any Award under the Plaalating to the subject matter hereof or theredflvé governed by and construed in
accordance with the domestic substantive lawseBtiate of California without giving effect to aclyoice or conflict of laws provision or rt
that would cause the application of the domestixsstantive laws of any other jurisdiction.

(c) Jurisdiction. By accepting an Award, each Participant will leehed to (a) have submitted irrevocably and undiomaily to the
jurisdiction of the federal and state courts lodatdthin the geographic boundaries of the Uniteate&t District Court for the Central Distr
of California for the purpose of any suit, actianother proceeding arising out of or based uporPthe or any Award; (b) agree not to
commence any suit, action or other proceedingrayisut of or based upon the Plan or an Award, exogpe federal and state courts located
within the geographic boundaries of the United &x&istrict Court for the Central District of Califiia; and (c) waive, and agree not to
assert, by way of motion as a defense or othenivisay such suit, action or proceeding, any cléiat it is not subject personally to the
jurisdiction of the abov-named courts that its property is exempt or imnfum@ attachment or execution, that the suit, actipproceeding
brought in an inconvenient forum, that the venughefsuit, action or proceeding is improper or thatPlan or an Award or the subject ma
thereof may not be enforced in or by such court.
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EXHIBIT A

Definition of Terms

The following terms, when used in the Plan, wilV&édhe meanings and be subject to the provisian®ia below:

“ Administrator ”: The Compensation Committee, except that the CongpiensCommittee may delegate (i) to one or moritsof
members (or one or more other members of the B@achiding the full Board)) such of its duties, peng and responsibilities as it may
determine; (ii) to one or more officers of the Canp the power to grant Awards to the extent peeditty Section 157(c) of the Delaware
General Corporation Law; and (iii) to such Emplayee other persons as it determines such ministasks as it deems appropriate. In the
event of any delegation described in the precesémgence, the term “Administrator” will include therson or persons so delegated to the
extent of such delegation.

“ Affiliate ”: Any corporation or other entity that stands in latienship to the Company that would result in @@mpany and such
corporation or other entity being treated as onpleyer under Section 414(b) and Section 414(chefGode.

“Award ": Any or a combination of the following:
(i) Stock Options.
(i) SARs.
(iii) Restricted Stock.
(iv) Unrestricted Stock.
(v) Stock Units, including Restricted Stock Units.
(vi) Performance Awards.
(vii) Cash Awards.
(viii) Awards (other than Awards described in giyaugh (vii) above) that are convertible into dnerwise based on Stock.

“Board ": The Board of Directors of the Company.
“ Cash Award”: An Award denominated in cash.

“ Cause”: In the case of any Participant who is party to mapleyment or severance-benefit agreement that swngéadefinition of
“Cause,"the definition set forth in such agreement will gppith respect to such Participant under the Ptarso long as such agreement i
effect. In the case of any other Participant, “@duwsill mean, as determined by the Administratoiténreasonable judgment, (i) a substantial
failure of the Participant to perform the Partigipa duties and responsibilities to the Companguissidiaries or substantial negligence in the
performance of such duties and responsibiliti€sti{e commission by the Participant of a felonyaarime involving moral turpitude; (iii) tr
commission by the Participant of theft, fraud, emtbement, material breach of trust or any matextalof dishonesty involving the Company
or any of its subsidiaries; (iv) a significant \atibn by the Participant of the code of condudhef Company or its subsidiaries of any matt
policy of the Company or its subsidiaries, or of atatutory or common law duty of loyalty to ther@many or its subsidiaries; (v) material
breach of any of the terms of the Plan or any Awaadle under the Plan, or of the terms of any abezement between the Company or
subsidiaries and the Participant; or (vi) otherdrart by the Participant that could be expectecetbdrmful to the business, interests or
reputation of the Company.
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“ Change in Control": The first to occur of (i) a “person,” as such teésused in Sections 13(d) and 14(d) of the Exchaa€other
than the Company or one of its subsidiaries ormapleyee benefit plan of the Company or any ofitssidiaries, including any trustee of s
plan acting as trustee) becoming the “beneficiatew(as defined in Rule 13d-3 under the Exchang®, Alirectly or indirectly, of securities
of the Company representing fifty percent (50%ijnarre of the combined voting power of the Compatly&n outstanding securities entitled
to vote generally in the election of directors) iconsummation of (x) a merger or consolidatibthe Company with any other corporation,
other than a merger or consolidation that wouldltés the voting securities of the Company outdiag immediately prior thereto continui
to represent (either by remaining outstanding ob&ing converted into voting securities of the &ting entity) more than fifty percent
(50%) of the total voting power represented byubing securities of the Company or such survivengjty outstanding immediately after
such merger or consolidation, or (y) the sale spdsition by the Company of all or substantiallytts Company’s assets; or (jii) a change in
the composition of the Board, as a result of wiighker than a majority of the directors are Incuntti@inectors. “Incumbent Directors” shall
mean directors who either (A) are directors of@menpany as of the date the Plan is approved bgttokholders, or (B) are elected, or
nominated for election, to the Board with the affative votes of at least a majority of the Incuntti®inectors at the time of such election or
nomination (but shall not include an individual vgkcelection or nomination is in connection withaatual or threatened proxy contest
relating to the election of directors to the Compan

“Code™ The U.S. Internal Revenue Code of 1986 as from tontane amended and in effect, or any succesatuitetas from time to
time in effect.

“ Compensation Committee The Compensation Committee of the Board.

“ Company”: Arrowhead Research Corporation.

“ Covered Transactiori: Any of (i) a consolidation, merger, or similar te&ction or series of related transactions, inclydirsale or
other disposition of stock, in which the Companyas the surviving corporation or which resultghe acquisition of all or substantially all of
the Company’s then outstanding common stock byglesiperson or entity or by a group of personsa@neiitities acting in concert; (ii) a sale
or transfer of all or substantially all the Compangssets; or (iii) a dissolution or liquidationtbe Company. Where a Covered Transaction
involves a tender offer that is reasonably expetddsk followed by a merger described in clauséa@)determined by the Administrator), the
Covered Transaction will be deemed to have occurpesh consummation of the tender offer.

“ Date of Adoption™: The earlier of the date the Plan was approved &yimpany’s stockholders or adopted by the Board, a
determined by the Compensation Committee.

“ Employee”: Any person who is employed by the Company or aiiliAfé.

“ Employment”: A Participant’'s employment or other service relasioip with the Company and its Affiliates. Employmhevill be
deemed to continue, unless the Administrator exgygeovides otherwise, so long as the Particifmemployed by, or otherwise is providi
services in a capacity described in Section 5é0dbmpany or an Affiliate. If a Participant’s emyioent or other service relationship is with
an Affiliate and that entity ceases to be an Adf#i, the Participant's Employment will be deemelawe terminated when the entity ceases to
be an Affiliate unless the Participant transfersptiyment to the Company or its remaining Affiliatdtwithstanding the foregoing and the
definition of “Affiliate” above, in construing thprovisions of any Award relating to the paymentrainqualified deferred
compensation” (subject to Section 409A) upon a ieation or cessation of Employment, referencegtmination or cessation of
employment, separation from service, retiremergimilar or correlative terms will be construed éguire a “separation from service” (as that
term is defined in Section 1.409A-1(h) of the TregRegulations, after giving effect to the prestions contained therein) from the
Company and from all other corporations and traddsusinesses, if any, that would be treated a&sghes'service recipient” with the
Company under Section 1.409A-1(h)(3) of the TreaRegulations. The Company may, but need not, @lestiting, subject to the
applicable limitations under Section 409A, anyhd special elective rules prescribed in Sectiof9A41(h) of the Treasury Regulations for
purposes of determining whether a “separation fsenvice” has occurred. Any such written electiotl e deemed a part of the Plan.
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“ Exchange Act: The Securities Exchange Act of 1934, as amended.

“1S0O " A Stock Option intended to be an “incentive stopkian” within the meaning of Section 422. Each KtQption granted
pursuant to the Plan will be treated as providingtbterms that it is to be an NSO unless, ahefdate of grant, it is expressly designated as
an 1SO.

“NSOQO": A Stock Option that is not intended to be an “ineanstock option” within the meaning of Section242
“ Participant ": A person who is granted an Award under the Plan.

“ Performance Award: An Award subject to Performance Criteria. The Adistirator in its discretion may grant Performanceahas
that are intended to qualify for the performancedabcompensation exception under Section 162(mpPandrmance Awards that are not
intended so to qualify.

“ Performance Criteria”: Specified criteria, other than the mere continuaitbEmployment or the mere passage of time, the
satisfaction of which is a condition for the graamercisability, vesting or full enjoyment of an Awd. For purposes of Awards that are
intended to qualify for the performanbased compensation exception under Section 162(P¢yformance Criterion will mean an objecti
determinable measure of performance relating tocarany combination of the following (measured eithbsolutely or by reference to an
index or indices and determined either on a codatdd basis or, as the context permits, on a divadj subsidiary, line of business, project or
geographical basis or in combinations thereofesalkevenues; assets; expenses; earnings befafteiodeduction for all or any portion of
interest, taxes, depreciation, or amortization, ttweor not on a continuing operations or an agapegr per share basis; return on equity,
investment, capital or assets; one or more opgyatios; borrowing levels, leverage ratios or dreating; market share; capital expenditul
cash flow; stock price; stockholder return; salegasticular products or services; customer actjaisior retention; acquisitions and
divestitures (in whole or in part); joint ventur@sd strategic alliances; spin-offs, split-ups drellike; reorganizations; or recapitalizations,
restructurings, financings (issuance of debt oitgjjor refinancings. A Performance Criterion amy @argets with respect thereto determined
by the Administrator need not be based upon arass, a positive or improved result or avoidandess. To the extent consistent with the
requirements for satisfying the performar@sed compensation exception under Section 16#{mAdministrator may provide in the cast
any Award intended to qualify for such exceptioattbne or more of the Performance Criteria appleeadsuch Award will be adjusted in an
objectively determinable manner to reflect evefus éxample, but without limitation, acquisitionsdispositions) occurring during the
performance period that affect the applicable Rarémce Criterion or Criteria.

“Plan ": The Arrowhead Research Corporation 2013 Incentiaa Bs from time to time amended and in effect.

“ Restricted StocR: Stock subject to restrictions requiring that itrbdelivered or offered for sale to the Companyédified
conditions are not satisfied.

“ Restricted Stock Unit: A Stock Unit that is, or as to which the delivefyStock or cash in lieu of Stock is, subject to sladisfaction
of specified performance or other vesting condgion

“SAR": Aright entitling the holder upon exercise to reeean amount (payable in cash and/or in sharetook®f equivalent value)
equal to the excess of the fair market value oftieres of Stock subject to the right over the batee from which appreciation under the
SAR is to be measured.

“ Section 409A": Section 409A of the Code.
“ Section 422" Section 422 of the Code.
“ Section 162(mJ: Section 162(m) of the Code.
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“ Stock”™: Common stock of the Company, par value $0.001 lpares
“ Stock Option™ An option entitling the holder to acquire share§tidick upon payment of the exercise price.

“ Stock Unit”: An unfunded and unsecured promise, denominateldares of Stock, to deliver Stock or cash measuyatidvalue of
Stock in the future.

“ Unrestricted StocK: Stock not subject to any restrictions under thegeof the Award.
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Important notice regarding the Internet availability of
proxy materials for the Annual Meeting of shareholders.

The Notice of the 2014 Annual Meeting of Stockholders; Company's 2014
Proxy Statement; Company's Annual Report on Form 10-K for the year ended
September 30, 2013; and Form of Proxy Card are available at:
www.edocumentview.com/ARWR
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Proxy — ARROWHEAD RESEARCH CORPORATION

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
ANMUAL MEETING OF STOCKHOLDERS
THURSDAY, FEERUARY &, 2014

The undarsignad stackholdar of ARROWHEAD RESEARCH CORPORATION, a Delaware corparation, harehy acknowladgas mcsip! of the Notice of Annal
Mesting of Siockhoiders and Proxy Slalement, each daled December 18, 2013, and hereby appoints Chnstopher Anzalone and Jane Davidson, or any ol
them, proxies and aticemeys-in-fach with full power to each of substitution, on behalf and in he name of the undersigned. to represent the undersigned al
the Annual Meeting of Slockholders of Armowhead Research Gorporation 1o be hedd on Thursday, Febiruary 6, 2014 a2 10000 a.m,, local time, a1 tha Sharaton
Pasadena, 303 E. Cordava Street, Pasadens, Callermia 91101 and at any adjourniment o adisurinenls thereal, and o vole all shares of capital stock thal
the urdersigned would be entitled to vese if then and there personally present, on the matiers set forth an the reverse side-

This Proncy, when properdy execuled, will be volad in the manner direcled herein by the undersigned siockheider, ! no direction is made, ths proory will be
voted FOR the election of each direcior, IN FAVOR of Proposais 2, 3 and 4 and as the proxy holders deem advisable on such other matiess as may properly

come bafore the mastng, This Praxy is mvocable with respect to any Proposal in the manner sat forth in the Proxy Stalemman] under the heading
*Renvocabiity of Prowas.”



