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Item 5.02  Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

As previously announced, on January 16, 2024, Arcutis Biotherapeutics, Inc. (“Arcutis”) launched a one-time stock option exchange program (the
“Option Exchange”) pursuant to which eligible employees and consultants were able to exchange outstanding stock options for a lesser amount of new
restricted stock units (“RSUs”). Arcutis’s executive officers were eligible to participate in the Option Exchange. No non-employee members of Arcutis’s
Board of Directors were eligible to participate in the Option Exchange. Employees and consultants received one RSU for every two, two-and-a-half, or
three shares of Arcutis common stock underlying the eligible options surrendered. This “exchange ratio” (2-for-1, 2.5-for-1 or 3-for-1) was applied on a
grant-by-grant basis and varied based on the exercise price of the eligible options.

The Option Exchange expired on February 12, 2024 at 8:59 p.m., Pacific Time. As a result of the Option Exchange, options to purchase 5,063,689
shares of Arcutis common stock were accepted for exchange (representing approximately 98% of the total options eligible for exchange). All surrendered
options were cancelled effective as of the completion date of the Option Exchange, and in exchange for those options, Arcutis issued a total of
approximately 2,131,874 new RSUs under Arcutis’s 2020 Equity Incentive Plan (the “2020 Plan”). All of the existing stock options that were surrendered
by the participants had exercise prices significantly above the recent trading prices of Arcutis’s common stock.

The following table shows the number of stock options surrendered by each of Arcutis’s named executive officers and the corresponding grant of
new RSUs in accordance with the terms of the Option Exchange:

Name
Number of Shares Underlying

Surrendered Stock Options Number of New RSUs

Todd Franklin Watanabe 584,500 264,882
Masaru Matsuda, J.D. 276,100 119,550
Patrick E. Burnett, M.D., Ph.D. 451,700 189,050

The new RSUs are subject to a new vesting schedule and will vest in four, eight or twelve equal installments on each of the first four, first eight or
first twelve quarterly anniversaries of February 1, 2024, respectively, subject to the holder’s continuous service to Arcutis through the applicable vesting
date and based on the date of grant of the related eligible option. The new RSUs will be governed by the terms and conditions of the 2020 Plan and the
RSU agreements entered into thereunder. The 2020 Plan and the forms of RSU agreements used thereunder have been previously filed by Arcutis with the
Securities and Exchange Commission.
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