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Item 5.02  Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Comp y Arrang of Certain Officers.

On August 18, 2023, Arcutis Biotherapeutics, Inc. (the “Company”) filed a Current Report on Form 8-K (the “Original Form 8-K”) with the Securities and Exchange Commission announcing the

appointment of John Smither as the Company’s interim chief financial officer, effective as of August 31, 2023. This Current Report on Form 8-K/A (“Amendment No. 1”) amends the Original Form
8-K as follows to report the compensation arrangements with John Smither in connection with his appointment, which were approved by the board of directors of the Company on August 31, 2023:

The Company has entered into an employment offer letter (the “Employment Agreement”) and a severance and change in control agreement with Mr. Smither (the “Severance & Change in Control
Agreement”), which are incorporated by reference hereto as Exhibits 10.1 and 10.2, respectively.

Pursuant to the Employment Agreement, Mr. Smither will receive a base salary of $550,000 (pro-rated for any partial service) and a target annual performance bonus amount of 45% of his base salary
(subject to achievement of certain performance goals). In addition, the board of directors of the Company approved an option grant to Mr. Smither to purchase 125,000 shares of the Company’s
common stock, par value $0.0001 per share, (“Common Stock”) with an exercise price of $8.54 per share, which is equal to the closing price of the Company’s Common Stock as reported on the
Nasdaq Global Select Market on the date of grant. The option will vest and become exercisable as to 2.0833% of the shares subject to the option on each monthly anniversary of August 31, 2023.

Pursuant to the Severance & Change in Control Agreement, in the event Mr. Smither is terminated without cause or resigns for good reason, in each case, with the period of time beginning three
months prior to the closing of a change in control and ending 18 months following such closing, then he shall be eligible to receive the following severance benefits: (i) continued payment of up to 12
months of (a) his base salary and (b) his target performance bonus (whereby for each completed month of service following August 31, 2023 he will be eligible for an additional two months of
severance up to a maximum of 12); (ii) 12 months of COBRA reimbursements; and (iii) with respect to any equity awards granted on or after August 31, 2023, 100% accelerated vesting of his
outstanding equity awards (except for any performance awards which will be governed by the terms of the award agreement and absence any such provisions will vest at the greater of target or actual
performance). The severance benefits are contingent on timely execution and non-revocation of a general release of claims and his continued compliance with our confidentiality agreement with Mr.
Smither.



Item 9.01 Financial Statements and Exhibits.

(d) Exhibits
Exhibit No. Description
10.1 Employment Agreement, dated as of September 1, 2023, by and between John Smither and the Company.
10.2 Severance & Change in Control Agreement, dated as of September 6, 2023, by and between John Smither and the Company.

104 Cover Page Interactive Data File (embedded within the Inline XBRL document)
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authorized.

ARCUTIS BIOTHERAPEUTICS, INC.

Date: September 7, 2023 By: /s/ Todd Franklin Watanabe
Todd Franklin Watanabe
Chief Executive Officer




Al

BIOTHERAPEUTICS

September 1, 2023

John Smither
3355 Hampton Court
Thousand Oaks, CA 91362

RE: Employment with Arcutis Biotherapeutics, Inc.

Dear John:

This employment letter sets forth the terms and confirms your employment with Arcutis
Biotherapeutics, Inc., a Delaware Corporation (the “Company™ or “Arcutis™). You will report to me, the
Company’s Chief Executive Officer. If you accept this offer, you will commence employment with the
Company on August 21, 2023, or such other date mutually agreed in writing between you and the Company
(the date you actually commence employment with the Company, the “Effective Date™), and will be
appointed as Interim Senior Vice President and Chief Financial Officer of the Company, and shall serve as
the principal financial officer and principal accounting officer of the Company, effective August 31, 2023.

1. Work Location. The Company will allow you to work primarily from your home office. However,
as Arcutis’ headquarters are located in the Los Angeles, California area, you will be expected to spend a
reasonable amount of time at the Company’s headquarters.

2. Compensation.

a) Salary. In this position, the Company will pay you a semi-monthly salary of twenty two
thousand nine hundred sixteen dollars ($22,916), which is an annual base salary of five hundred fifty
thousand dollars ($550,000) per year, payable in accordance with the Company’s standard payroll schedule
(and pro-rated for any partial employment hereunder). Your pay will be periodically subject to adjustment
pursuant to the Company’s policies as in effect from time to time and pro-rated for any partial employment
hereunder.

b) Bonus. You will be eligible to receive a cash incentive annual bonus with a target of forty
percent (45%) of your base salary actually paid to you in an applicable plan year, with the possibility of up
to sixty seven and one-half percent (67.5%) of your base salary, based upon the achievement of both
corporate and personal goals. Any annual bonus earned will be paid no later than March 15™ of the year
following the year in which such bonus was earned and will be contingent upon your continued employment
through end of the applicable bonus plan year. Please note that bonus programs, payouts and criterion are
subject to change or adjustment as the business needs at the Company may require.
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c) Equity Awards. In connection with entering into this employment letter agreement,
following the Effective Date and subject to your continued service through the applicable date of grant, the
Company will recommend to the Board of Directors that it grant you:

i. Stock Options. An option to purchase one hundred twenty-five thousand
(125,000) shares of the Company’s common stock (the “Stock Option™) at a per-share exercise price equal
to the fair market value of a share of the Company’s common stock on the date of grant (the closing price
of the Company’s common stock as reported on the Nasdaq Global Select Market on the date of grant). The
shares subject to the Stock Option will vest and become exercisable at the rate of 2.0833% per month, so
long as you remain employed by, or otherwise continue to provide services to, the Company through the
applicable vesting date. Such vesting is subject to change at the discretion of the Compensation Committee.

The Stock Option will otherwise be subject to the terms and conditions of the Company’s 2022
Employment Inducement Plan (the “Plan™) and a stock option agreement to be entered into between you
and the Company. You may be eligible to receive such future stock options or restricted stock unit grants
as the Board of Directors of the Company shall deem appropriate; however, the grant of such options or
restricted stock units by the Company is not a promise of compensation and is not intended to create any
obligation on the part of the Company.

d) Withholdings. All forms of compensation paid to you as an employee of the Company
shall be less all applicable withholdings.

3. Employee Benefits. You will be entitled to participate in employee benefit plans currently and
hereafter maintained by the Company of general applicability to other employees of the Company subject
to the eligibility requirements of each such benefit plan. The Company, in its sole discretion, may amend,
suspend or terminate its employee benefits at any time, with or without notice. In addition, you will be
entitled to paid vacation in accordance with the Company’s vacation policy, as in effect from time to time.
We also acknowledge that you have entered, or will enter, into the Severance and Change in Control
Agreement with the Company (the “Severance & Change in Control Agreement”).

4. Expenses.

a) The Company will reimburse Employee for reasonable travel, entertainment or other
expenses incurred by Employee in the furtherance of or in connection with the performance of Employee’s
duties hereunder, in accordance with the Company’s expense reimbursement policy as in effect from time
to time.

5. Confidentiality Agreement. As an employee of the Company, you will have access to certain
confidential information of the Company and you may, during the course of your employment, develop
certain information or inventions that will be the property of the Company. To protect the interests of the
Company, you will need to sign the Company’s standard “Employee Invention Assignment and
Confidentiality Agreement” as a condition of your employment. We wish to impress upon you that we do
not want you to, and we hereby direct you not to, bring with you any confidential or proprietary material of
any former employer or to violate any other obligations you may have to any former employer. During the
period that you render services to the Company, you agree to not engage in any employment, business or
activity that is in any way competitive with the business or proposed business of the Company. You will
disclose to the Company in writing any other gainful employment, business or activity that you are currently
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associated with or participate in that competes with the Company. You will not assist any other person or
organization in competing with the Company or in preparing to engage in competition with the business or
proposed business of the Company.

6. No Conflicting Obligations. You understand and agree that by signing this letter agreement, you
represent to the Company that your performance will not breach any other agreement to which you are a
party, including, without limitation, any agreement currently in place between your current or past
employers, and that you have not, and will not during the term of your employment with the Company,
enter into any oral or written agreement in conflict with any of the provisions of this letter or the Company’s
policies. You are not to bring with you to the Company, or use or disclose to any person associated with
the Company, any confidential or proprietary information belonging to any former employer or other person
or entity with respect to which you owe an obligation of confidentiality under any agreement or otherwise.
The Company does not need and will not use such information and we will assist you in any way possible
to preserve and protect the confidentiality of proprietary information belonging to third parties. Also, we
expect you to abide by any obligations to refrain from soliciting any person employed by or otherwise
associated with any former employer and suggest that you refrain from having any contact with such
persons until such time as any non-solicitation obligation expires.

7. Qutside Activities. While you render services to the Company, you agree that you will not engage
in any other employment, consulting or other business activity without the written consent of the Company.
In addition, while you render services to the Company, you will not assist any person or entity in competing
with the Company, in preparing to compete with the Company or in hiring any employees or consultants
of the Company.

8. General Obligations. As an employee, you will be expected to adhere to the Company’s standards
of professionalism, loyalty, integrity, honesty, reliability and respect for all. You will also be expected to
comply with the Company’s policies and procedures. The Company is an equal opportunity employer.

9. At-Will Employment. Employment with the Company is for no specific period of time. Your
employment with the Company will be on an “at will” basis, meaning that either you or the Company may
terminate your employment at any time for any reason or no reason. The Company also reserves the right
to modify or amend the terms of your employment at any time for any reason. Any contrary representations
which may have been made to you are superseded by this letter agreement. Further, your participation in
ant stock option or benefit program is not to be regarded as assuring you of continuing employment for any
particular period of time. Although your job duties, title, compensation and benefits, as well as the
Company’s personnel policies and procedures, may change from time to time, the “at will” nature of your
employment may only be changed in an express written agreement signed by you and the Company’s Chief
Executive Officer.

10. Authorization to Work. Please note that because of employer regulations adopted in the
Immigration Reform and Control Act of 1986, within three (3) business days of starting your new position
you will need to present documentation demonstrating that you have authorization to work in the United
States.

11. Arbitration and Class Action Waiver. You and the Company agree to submit to mandatory
binding arbitration any and all claims arising out of or related to your employment with the Company and
the termination thereof, including, but not limited to, claims for unpaid wages, wrongful termination, torts,
stock or stock options or other ownership interest in the Company, and/or discrimination (including
harassment) based upon any federal, state or local ordinance, statute, regulation or constitutional provision
except that each party may, at its, his or her option, seek injunctive relief in court related to the improper
use, disclosure or misappropriation of a party’s private, proprietary, confidential or trade secret information
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(collectively, “Arbitrable Claims™). Further, to the fullest extent permitted by law, you and the Company
agree that no class or collective actions can be asserted in arbitration or otherwise. All claims, whether in
arbitration or otherwise, must be brought solely in your or the Company’s individual capacity, and not as a
plaintiff or class member in any purported class or collective proceeding. Nothing in this Arbitration and
Class Action Waiver section, however, restricts your right, if any, to file in court a representative action
under California Labor Code Sections 2698, et seq.

SUBJECT TO THE ABOVE PROVISO, THE PARTIES HEREBY WAIVE ANY RIGHTS
THEY MAY HAVE TO TRIAL BY JURY IN REGARD TO ARBITRABLE CLAIMS. THE PARTIES
FURTHER WAIVE ANY RIGHTS THEY MAY HAVE TO PURSUE OR PARTICIPATE IN A CLASS
OR COLLECTIVE ACTION PERTAINING TO ANY ARBITRABLE CLAIMS BETWEEN YOU AND
THE COMPANY.

This Agreement does not restrict your right to file administrative claims you may bring before any
government agency where, as a matter of law, the parties may not restrict the employee’s ability to file such
claims (including, but not limited to, the National Labor Relations Board, the Equal Employment
Opportunity Commission and the Department of Labor). However, the parties agree that, to the fullest
extent permitted by law, arbitration shall be the exclusive remedy for the subject matter of such
administrative claims. The arbitration shall be conducted in Orange County, California through JAMS
before a single neutral arbitrator, in accordance with the JAMS employment arbitration rules then in effect.
The JAMS rules may be found and reviewed at http://www.jamsadr.com/rules-employment-arbitration. 1f
you are unable to access these rules, please let me know and | will provide you with a hardcopy. The
arbitrator shall issue a written decision that contains the essential findings and conclusions on which the
decision is based. The arbitration provisions of this Agreement shall be governed by and enforceable
pursuant to the Federal Arbitration Act. In all other respects for provisions not governed by the Federal
Arbitration Act, this employment letter agreement shall be construed in accordance with the laws of the
State of California, without reference to conflicts of law principles.

12. Entire Agreement. Thisemployment letter agreement, once accepted, together with the Severance
& Change in Control Agreement and the Employee Invention Assignment and Confidentiality Agreement,
constitute the entire agreement between you and the Company with respect to the subject matter hereof and
supersedes all prior offers, negotiations and agreements, if any, whether written or oral, relating to such
subject matter. You acknowledge that neither the Company nor its agents have made any promise,
representation or warranty whatsoever, either express or implied, written or oral, which is not contained in
this agreement for the purpose of inducing you to execute the agreement, and you acknowledge that you
have executed this agreement in reliance only upon such promises, representations and warranties as are
contained herein.

13. Acceptance. If you decide to accept our offer, and | hope you will, please sign the enclosed copy
of this letter in the space indicated and return it to me. Your signature will acknowledge that you have read
and understood and agreed to the terms and conditions of this offer letter and the attached documents, if
any. Should you have anything else that you wish to discuss, please do not hesitate to call me.

We look forward to the opportunity to welcome you to the Company.

[SIGNATURE PAGE FOLLOWS]
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This letter agreement supersedes and replaces any prior understandings or agreements, whether oral, written
or implied, between you and the Company regarding the matters described in this letter. This letter will be
governed by the laws of California, without regard to its conflict of laws provisions.

ACCEPTED AND AGREED:

John Smither

/s/ John Smither

Signature

Date: September 6, 2023

Very truly yours,

ARCUTIS BIOTHERAPEUTICS, INC.

/s/ Todd Franklin Watanabe
By: Todd Franklin Watanabe
Title: President and Chief Executive Officer

[Signature Page to Employment Letter Agreement]
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ARCUTIS BIOTHERAPEUTICS, INC.
SEVERANCE AND CHANGE IN CONTROL AGREEMENT

This Severance and Change in Control Agreement (the “Agreement”), is entered into by and
between John Smither (the “Executive”) and Arcutis Biotherapeutics, Inc., a Delaware company (the
“Company”), and is effective as of the date that this Agreement is signed (the “Effective Date™).

1. TERM OF AGREEMENT,

This Agreement shall terminate on the earlier of (i) the date Executive’s employment with the
Company terminates for a reason other than a Qualifying Termination, or (ii) the date the Company has
met all of its obligations under this Agreement following a Qualifying Termination (the “Expiration
Date”).

2. SEVERANCE BENEFIT.

Executive’s receipt of any payments or benefits under Section 2 is subject to (I) Executive’s
continued compliance with any confidential information agreement or restrictive covenant agreement by
and between Executive and the Company, including, without limitation that certain Employee Invention
Assignment and Confidentiality Agreement by and between Executive and the Company and any restrictive
covenants contained in any employment agreement or offer letter agreement by and between Executive and
the Company, and (1) Executive’s delivery to the Company of a general release (in a form prescribed by
the Company) of all known and unknown claims that he or she may then have against the Company or
persons affiliated with the Company (the “Release™), and satisfaction of all conditions to make the Release
effective, within sixty (60) days (or such shorter period required by the Company) (the “Release Period™)
following Executive’s Qualifying Termination, notwithstanding any other provision of this Agreement. In
no event will any payment or benefits under Section 2 be paid or provided until the Release becomes
effective and irrevocable or in the event Executive violates any agreement set forth in subsection (1) in the
foregoing sentence.

(a) Qualifying Termination During a Change in Control Period. If Executive is subject to
a Qualifying Termination during a Change in Control Period, Executive shall be entitled to the following:

0] Severance Payments. The Company shall pay Executive up to twelve (12)
months of Executive’s base salary at the rate in effect immediately prior to the Qualifying Termination or
the Change in Control, whichever is greater, and a pro-rated or up 1.0 times annual bonus for the then-
current fiscal year based on 100% of target performance of any applicable performance objectives (together,
the “CIC Severance™). The base salary and bonus portions of the CIC Severance shall be determined as
follows: at each monthly anniversary from the Effective Date, Executive will become eligible for two (2)
months of base salary and bonus severance up to the aggregate amount of twelve (12) months. For clarity,
at the six (6) month anniversary of the Effective Date, Executive shall be eligible for the twelve (12) months
of base salary and 1.0 times annual bonus which is the maximum amount available hereunder, The CIC
Severance shall be paid out in substantially equal installments in accordance with the Company’s payroll
practice over the total number of months of CIC Severance commencing the first payroll period more than
60 days after the Qualifying Termination, subject to the Release becoming effective prior to such time (with
the first payment to include all amounts that otherwise would have been paid through such date). Solely
for purposes of Section 409A of the Code, each installment payment is considered a separate payment.

(i) Health Care Benefit. If the Executive elects to continue his or her health insurance
coverage under Consolidated Omnibus Budget Reconciliation Act (“COBRA™) following the termination
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of Executive’s employment, then the Company shall pay, or reimburse, the Executive’s monthly premium
for Executive and his or her covered dependents under COBRA until the earliest of (A) twelve (12) months,
(B) the date when the Executive receives similar coverage with a new employer or (C) the expiration of the
Executive’s continuation coverage under COBRA; provided that on the first date such amounts become
payable as described above, the Company shall pay to Executive a lump sum cash payment equal to the
monthly premiums that would have been paid on behalf of Executive had such payments commenced on
the date of the Qualifying Termination. Notwithstanding the foregoing, the Company may elect that, in
lieu of paying or reimbursing the premiums, the Company shall instead provide Executive with a monthly
cash payment equal to the amount the Company would have otherwise paid pursuant to this Section 2(a)(ii),
less applicable tax withholdings.

(iii)  Equity. Each of Executive’s then-outstanding unvested Equity Awards, other than
Performance Awards (defined below), shall accelerate and become vested and exercisable or settleable with
respect to 100% of the then-unvested shares subject to the Equity Awards. With respect to awards that
would otherwise vest only upon satisfaction of performance criteria (“‘Performance Awards™), the grant
agreement for the Performance Award may provide for alternative treatment upon a Qualifying Termination
and, absent any such treatment in such grant agreement, the vesting acceleration provided for herein shall
be deemed to have been met based on the achievement of the Performance Award at the greater of “at
target” or, if determinable, actual performance. The accelerated vesting described above shall be effective
as of the later of (x) the fifth (5th) business day following expiration of the Release Period, and (y) the
closing of the Change in Control; provided, that if (1) the Company terminates Executive’s employment
for any reason other than Cause before a Change in Control, or (2) Executive voluntarily resigns his or her
employment for Good Reason before a Change in Control, then any unvested Equity Awards that would
otherwise forfeit upon such termination shall remain outstanding and eligible to vest for three (3) months
following such termination (provided that in no event will the Equity Awards remain outstanding beyond
the expiration of the Equity Award’s maximum term) to permit the acceleration described above. For the
avoidance of doubt, upon such termination before a Change in Control, any unvested Equity Awards will
not vest in the ordinary course and will only be eligible to vest in the event that a Change in Control is
completed within such three (3) month period. In the event that a Change in Contral is not completed
during such three (3) month period, any unvested portion of the Equity Awards will be automatically and
permanently forfeited without having vested effective three (3) months following such termination.

(iv)  Non-Assumption of Equity Awards. Notwithstanding anything to the contrary,
if, in connection with a Change in Control, the successor or acquiring corporation (if any) of the Company
refuses to assume, convert, replace, or substitute Executive’s unvested Equity Awards, then
notwithstanding any other provision in this Agreement, or any Equity Award Agreement to the contrary,
each of Executive’s then-outstanding and unvested Equity Awards, other than Performance Awards, that
are not assumed, converted, replaced, or substituted in such Change in Control shall accelerate and become
vested and exercisable as to 100% of the then-unvested shares subject to the Equity Awards effective
immediately prior to the Change in Control and terminate to the extent not exercised (as applicable) upon
the Change in Control. With respect to Performance Awards, the vesting for such Performance Awards
will accelerate as set forth in the terms of the applicable performance-based Equity Award agreement; and,
absent any such treatment in such grant agreement, the vesting acceleration provided for herein shall be
deemed to have been met based on the achievement of the Performance Award at the greater of “at target”
or, if determinable, actual performance.

(b) Accrued Compensation and Benefits, Notwithstanding anything to the contrary in
Section 2 above, in connection with any termination of employment, the Company shall pay Executive’s
earned but unpaid base salary and other vested but unpaid cash entitlements, including the amount of any
bonus earned and payable from a prior year which remains unpaid by the Company as of the date of the
termination of employment determined in accordance with customary practice or as required by applicable
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law and unreimbursed documented business expenses incurred by Executive through and including the date
of termination (collectively “Accrued Compensation and Expenses™). Any Accrued Compensation and
Expenses to which Executive is entitled shall be paid to Executive in cash as soon as administratively
practicable, in accordance with the Company’s standard payroll schedule and procedures, after the
termination, and, in any event, no later than two and one-half (2-1/2) months after the end of the taxable
year of Executive in which the termination occurs or at such earlier time as may be required by applicable
law.

3. COMPANY PoLICIES. Executive will be bound by and comply fully with that certain Employee
Invention Assignment and Confidentiality Agreement by and between the Company and Executive and the
Company’s insider trading policy, code of conduct, and any other policies and programs adopted by the
Company regulating the behavior of its employees, as such policies and programs may be amended from
time to time to the extent the same are not inconsistent with this Agreement.

4, DEFINITIONS.
(a) “Board” means the Company’s Board of Directors.

(b) “Cause™ means the occurrence of any of the following events, as determined by the
Company and/or the Board in its and/or their sole and absolute discretion: (i) Executive engaging in any
act of fraud, embezzlement or material act of dishonesty or misrepresentation with respect to the Company;
(i1) Executive’s violation of any federal or state law or regulation applicable to the business of the Company
or its affiliates; (iii) Executive’s material breach of any confidentiality agreement or assignment agreement
between Executive and the Company (or any affiliate of the Company); (iv) Executive’s conviction of or
plea of nolo contendere to a felony involving moral turpitude; (v) Executive’s unauthorized use or
disclosure of confidential information or trade secrets of the Company (or any parent, subsidiary or
affiliate); (vi) any intentional misconduct by Executive adversely affecting the business or affairs of the
Company (or any parent, subsidiary or affiliate) in any material manner; (vii) Executive has committed any
breach of fiduciary or statutory duty that results in (or would reasonably be expected to result in) material
harm to the Company; (viii) Executive has breached any material term or condition of this Agreement or
any other material agreement with or material policy of the Company; (ix) Executive’s willful and repeated
failure to perform in any material respect Executive’s duties hereunder after fifteen (15) days” notice and
an opportunity to cure such failure and a reasonable opportunity to present to the Board Executive’s position
regarding any dispute relating to the existence of such failure (other than on account of disability); or (x)
Executive’s failure to attempt in good faith to implement a clear and reasonable directive from the CEO or
CFO (or the Board)provided; however that the action or conduct described in clause (viii) above will
constitute “Cause™ only if such action or conduct continues after the Company has provided Executive with
written notice thereof and ten (10) business days to cure the same if such action or conduct is curable. The
determination as to the existence of grounds for Executive’s termination for Cause shall be made in good
faith by the Company or the Board and shall be final and binding on Executive.

(c) “Code” means the Internal Revenue Code of 1986, as amended.

(d) “Change in Control” means the occurrence of any of the following events: (i) any
“person” (as such term is used in Sections 13(d) and 14(d) of the Exchange Act) becomes the “beneficial
owner” (as defined in Rule 13d-3 of the Exchange Act), directly or indirectly, of securities of the Company
representing more than fifty percent (50%) of the total voting power represented by the Company’s then
outstanding voting securities; (ii) the consummation of the sale or disposition by the Company of all or
substantially all of the Company’s assets; or (iii) the consummation of a merger or consolidation of the
Company with any other corporation, other than a merger or consolidation which would result in the voting
securities of the Company outstanding immediately prior thereto continuing to represent (either by
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remaining outstanding or by being converted into voting securities of the surviving entity or its parent) at
least fifty percent (50%) of the total voting power represented by the voting securities of the Company or
such surviving entity or its parent outstanding immediately after such merger or consolidation.

(e) “Change in Control Period” means the period (i) within eighteen (18) months following
the closing of a Change in Control, or (ii) within three (3) months preceding the closing of a Change in
Control.

(N “Equity Awards” means all awards for the Company common stock granted to Executive
on or after the effective date of Executive’s appointment as Interim Senior Vice President and Chief
Financial Officer, including but not limited to options, stock bonus awards, restricted stock, restricted stock
units, and stock appreciation rights.

(9) “Exchange Act” means the Securities Exchange Act of 1934, as amended.

(h) “Good Reason” means the occurrence of any of the following events or conditions,
without Executive’s express written consent: (i) a material diminution of Executive’s base salary or target
annual performance bonus; (ii) a material diminution in Executive’s authority, duties or responsibilities; or
(iii) any requirement by the Company that Executive’s principal place of employment be relocated to a
location more than fifty (50) miles from Executive’s principal place of employment prior to such change,
which relocation materially increases Executive’s commuting distance.

A termination of employment for Good Reason shall be effectuated by giving the Company written notice
(“Notice of Termination for Good Reason™), setting forth in reasonable detail, the specific conduct of the
Company that constitutes Good Reason and the specific provision(s) of this Notice on which Executive is
relying. Notice of Termination for Good Reason must be provided within ninety (90) days of the condition
first arising. The Company will have an opportunity to cure such conduct constituting Good Reason within
thirty (30) days of receiving such Notice of Termination for Good Reason. If the Company does not cure
such conduct within such thirty (30) day period, a termination of employment for Good Reason shall be
effective on the thirty-first (31st) day following the date when the Notice of Termination for Good Reason
is received by the Company.

(i) “Qualifying Termination” means a Separation resulting from (x)the Company
terminating Executive’s employment for any reason other than Cause or (y) Executive voluntarily resigning
his or her employment for Good Reason.

)] “Separation” means a “separation from service,” as defined in the regulations under
Section 409A of the Code, if required by Section 409A of the Code.

5. SUCCESSORS.

(@) Company’s Successors. The Company shall require any successor (whether direct or
indirect and whether by purchase, merger, consolidation, liquidation, or otherwise) to all or substantially
all of the Company’s business and/or assets to assume this Agreement and to agree expressly to perform
this Agreement in the same manner and to the same extent as the Company would be required to perform
it in the absence of'a succession. For all purposes under this Agreement, the term “Company™ shall include
any successor to the Company’s business and/or assets or which becomes bound by this Agreement by
operation of law.

(b) Executive’s Successors. This Agreement and all rights of Executive hereunder shall inure

to the benefit of, and be enforceable by, Executive’s personal or legal representatives, executors,
administrators, successors, heirs, distributees, devisees, and legatees.
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6. GOLDEN PARACHUTE TAXES.

(@) Best After-Tax Result. In the event that any payment or benefit received or to be received
by Executive pursuant to this Agreement or otherwise (“*Payments”) would (i) constitute a “parachute
payment” within the meaning of Section 280G of the Code, and (ii) but for this subsection (&), be subject
to the excise tax imposed by Section 4999 of the Code, any successor provisions, or any comparable federal,
state, local or foreign excise tax (“Excise Tax™), then, subject to the provisions of Section 6(b) hereof, such
Payments shall be either (x) provided in full pursuant to the terms of this Agreement or any other applicable
agreement, or (y) provided as to such lesser extent which would result in no portion of such Payments being
subject to the Excise Tax (“Reduced Amount™), whichever of the foregoing amounts, taking into account
the applicable federal, state, local, and foreign income, employment and other taxes and the Excise Tax
(including, without limitation, any interest or penalties on such taxes), results in the receipt by Executive,
on an after-tax basis, of the greatest amount of payments and benefits provided for hereunder or otherwise,
notwithstanding that all or some portion of such Payments may be subject to the Excise Tax. Unless the
Company and Executive otherwise agree in writing, any determination required under this Section shall be
made by independent tax counsel designated by the Company and reasonably acceptable to Executive
(“Independent Tax Counsel”™), whose determination shall be conclusive and binding upon Executive and
the Company for all purposes. For purposes of making the calculations required under this Section 6(a),
Independent Tax Counsel may make reasonable assumptions and approximations concerning applicable
taxes and may rely on reasonable, good faith interpretations concerning the application of Sections 280G
and 4999 of the Code; provided that Independent Tax Counsel shall assume that Executive pays all taxes
at the highest marginal rate. The Company and Executive shall furnish to Independent Tax Counsel such
information and documents as Independent Tax Counsel may reasonably request in order to make a
determination under this Section. The Company shall bear all costs that Independent Tax Counsel may
reasonably incur in connection with any calculations contemplated by this Section. In the event that Section
6(a)(ii)(B) above applies, then based on the information provided to Executive and the Company by
Independent Tax Counsel, Executive may, in Executive’s sole discretion and within thirty (30) days of the
date on which Executive is provided with the information prepared by Independent Tax Counsel, determine
which and how much of the Payments (including the accelerated vesting of equity compensation awards)
to be otherwise received by Executive shall be eliminated or reduced (as long as after such determination
the value (as calculated by Independent Tax Counsel in accordance with the provisions of Sections 280G
and 4999 of the Code) of the amounts payable or distributable to Executive equals the Reduced Amount).
[f the Internal Revenue Service (the “IRS™) determines that any Payment is subject to the Excise Tax, then
Section 6(b) hereof shall apply, and the enforcement of Section 6(b) shall be the exclusive remedy to the
Company.

(b) Adjustments. If, notwithstanding any reduction described in Section 6(a) hereof (or in the
absence of any such reduction), the IRS determines that Executive is liable for the Excise Tax as a result of
the receipt of one or more Payments, then Executive shall be obligated to surrender or pay back to the
Company, within one hundred twenty (120) days after a final IRS determination, an amount of such
payments or benefits equal to the “Repayment Amount.” The Repayment Amount with respect to such
Payments shall be the smallest such amount, if any, as shall be required to be surrendered or paid to the
Company so that Executive’s net proceeds with respect to such Payments (after taking into account the
payment of the Excise Tax imposed on such Payments) shall be maximized. Notwithstanding the foregoing,
the Repayment Amount with respect to such Payments shall be zero if a Repayment Amount of more than
zero would not eliminate the Excise Tax imposed on such Payments or if a Repayment Amount of maore
than zero would not maximize the net amount received by Executive from the Payments. If the Excise Tax
is not eliminated pursuant to this Section 6(b), Executive shall pay the Excise Tax.
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7. MISCELLANEOUS PROVISIONS.

(@) Section 409A. To the extent (i) any payments to which Executive becomes entitled under
this Agreement, or any agreement or plan referenced herein, in connection with Executive’s termination of
employment with the Company constitute deferred compensation subject to Section 409A of the Code, and
(i1) Executive is deemed at the time of such termination of employment to be a “specified” employee under
Section 409A of the Code, then such payment or payments shall not be made or commence until the earlier
of (x) the expiration of the six (6)-month period measured from the date of Executive’s “separation from
service” (as such term is at the time defined in regulations under Section 409A of the Code) with the
Company; or (y) the date of Executive’s death following such separation from service; provided, however,
that such deferral shall only be effected to the extent required to avoid adverse tax treatment to Executive,
including (without limitation) the additional twenty percent (20%) tax for which Executive would otherwise
be liable under Section 409A(a)(1)(B) of the Code in the absence of such deferral. Upon the expiration of
the applicable deferral period, any payments which would have otherwise been made during that period
(whether in a single sum or in installments) in the absence of this paragraph shall be paid to Executive or
Executive’s beneficiary in one lump sum (without interest).

Except as otherwise expressly provided herein, to the extent any expense reimbursement or the provision
of any in-kind benefit under this Agreement (or otherwise referenced herein) is determined to be subject to
(and not exempt from) Section 409A of the Code, the amount of any such expenses eligible for
reimbursement, or the provision of any in-kind benefit, in one calendar year shall not affect the expenses
eligible for reimbursement or in kind benefits to be provided in any other calendar year, in no event shall
any expenses be reimbursed after the last day of the calendar year following the calendar year in which
Executive incurred such expenses, and in no event shall any right to reimbursement or the provision of any
in-kind benefit be subject to liquidation or exchange for another benefit.

To the extent that any provision of this Agreement is ambiguous as to its exemption or compliance with
Section 409A, the provision will be read in such a manner so that all payments hereunder are exempt from
Section 409A to the maximum permissible extent, and for any payments where such construction is not
tenable, that those payments comply with Section 409A to the maximum permissible extent. To the extent
any payment under this Agreement may be classified as a “short-term deferral” within the meaning of
Section 409A, such payment shall be deemed a short-term deferral, even if it may also qualify for an
exemption from Section 409A under another provision of Section 409A. Payments pursuant to this
Agreement (or referenced in this Agreement) are intended to constitute separate payments for purposes of
Section 1.409A 2(b)(2) of the regulations under Section 409A.

(b) Other Severance and Acceleration Arrangements. Except as otherwise specified
herein, this Agreement represents the entire agreement between Executive and the Company with respect
to any and all severance arrangements, vesting acceleration arrangements, and post-termination stock
option exercise period arrangements, and supersedes and replaces any and all prior verbal or written
discussions, negotiations, and/or agreements between Executive and the Company relating to the subject
matter hereof as may be set forth under, but not limited to, any and all prior agreements governing any
Equity Award, any change in control and severance agreements, employment agreement, offer letter, or
programs and plans which were previously offered by the Company to Executive, and Executive hereby
waives Executive’s rights to any and all such other severance arrangements, vesting acceleration
arrangements, and post-termination stock option exercise period arrangements, as applicable.

(c) Dispute Resolution. To ensure rapid and economical resolution of any and all disputes
that might arise in connection with this Agreement, Executive and the Company agree that any and all
disputes, claims, and causes of action, in law or equity, arising from or relating to this Agreement or its
enforcement, performance, breach, or interpretation, will be resolved solely and exclusively by final,
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binding, and confidential arbitration, by a single arbitrator, in Los Angeles County, CA, and conducted by
JAMSs under its then-existing employment rules and procedures. The JAMS rules may be found and
reviewed at http://www.jamsadr.com/rules-employment-arbitration. The arbitrator shall issue a written
decision that contains the essential findings and conclusions on which the decision is based. The arbitration
provisions of this Agreement shall be governed by and enforceable pursuant to the Federal Arbitration Act.
In all other respects for provisions not governed by the Federal Arbitration Act, this Agreement shall be
construed in accordance with the laws of the State of California, without reference to conflicts of law
principles. Nothing in this section, however, is intended to prevent either party from obtaining injunctive
relief in court to prevent irreparable harm pending the conclusion of any such arbitration. Each party to an
arbitration or litigation hereunder shall be respansible for the payment of its own attorneys’ fees.

(d) Notice. Notices and all other communications contemplated by this Agreement shall be in
writing and shall be deemed to have been duly given when personally delivered or when mailed by U.S.
registered or certified mail, return receipt requested and postage prepaid or deposited with an overnight
courier, with shipping charges prepaid. In the case of Executive, mailed notices shall be addressed to him
or her at the home address which he or she most recently communicated to the Company in writing. In the
case of the Company, mailed notices shall be addressed to its corporate headquarters, and all notices shall
be directed to the attention of its Secretary.

(e) Amendment; Waiver. This Agreement may not be amended or waived except by a
writing signed by Executive and by a duly authorized representative of the Company other than Executive.
No provision of this Agreement shall be modified, waived, superseded or discharged unless the
modification, waiver or discharge is agreed to in writing and signed by Executive and by an authorized
officer of the Company (other than Executive) and, to the extent it supersedes this Agreement, that this
Agreement is referred to by date. No waiver by either party of any breach of, or of compliance with, any
condition or provision of this Agreement by the other party shall be considered a waiver of any other
condition or provision or of the same condition or provision at another time.

) Withholding Taxes. All payments made under this Agreement shall be subject to
reduction to reflect taxes or other charges required to be withheld by law.

(9) Severability. The invalidity or unenforceability of any provision or provisions of this
Agreement shall not affect the validity or enforceability of any other provision hereof, which shall remain
in full force and effect.

(h) No Retention Rights. Nothing in this Agreement shall confer upon Executive any right
to continue in service for any period of specific duration or interfere with or otherwise restrict in any way
the rights of the Company or any subsidiary of the Company or of Executive, which rights are hereby
expressly reserved by each, to terminate his or her service at any time and for any reason, with or without
Cause.

(i) Choice of Law. The validity, interpretation, construction and performance of this
Agreement shall be governed by the laws of the State of California (other than their choice-of-law
provisions).

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, each of the parties has executed this Severance and Change in
Control Agreement, as of the day and year this Agreement has been signed by both parties.

EXECUTIVE ARCUTIS BIOTHERAPEUTICS, INC.

fs/ John Smither /sl Frank Watanabe

John Smither By: Frank Watanabe

Date: September 6, 2023 Title: President and Chief Executive Officer

Date: September 2, 2023

[SIGNATURE PAGE TO THE SEVERANCE AND CHANGE IN CONTROL AGREEMENT]
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