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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 CORPORATION:

NOTICE IS HEREBY GIVEN that the 2014 Annual Meeting of Stockholders of Arrowhead Research Corporation, a Delaware corporation (the
“Company”), will be held on February 6, 2014, at 10:00 a.m., local time, at the Sheraton Pasadena, 303 E. Cordova Street, Pasadena, California 91101, for the
following purposes:

1. To elect six directors to serve as members of the Company’s Board of Directors until the next Annual Meeting or until their successors are elected;
2 To approve the Company’s 2013 Incentive Plan (the “2013 Incentive Plan”), attached hereto as Annex A;

3. To conduct an advisory vote on executive compensation;

4 To ratify the selection of Rose, Snyder & Jacobs, LLP as independent auditors of the Company for the fiscal year ending September 30, 2014;

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice. Proposal 1 relates solely to the election of the

six directors nominated by the Board of Directors and does not include any other matters relating to the election of directors, including, without limitation, the
election of directors nominated by any stockholder of the Company.

Only stockholders of record at the close of business on December 18, 2013 are entitled to notice of and to vote at the Annual Meeting.

All stockholders of record are cordially invited to attend the Annual Meeting in person. However, to ensure your representation at the meeting, you are
urged to vote via the Internet or telephone as instructed in the Notice Regarding the Internet Availability of Proxy Materials, or to mark, sign, date and return the
proxy card as promptly as possible in the postage-prepaid envelope enclosed for that purpose. Any stockholder of record attending the Annual Meeting may vote
in person even if such stockholder has previously returned a proxy. Please note, however, that if your shares are held of record by a broker, bank or other nominee
and you wish to vote at the meeting, you must obtain a proxy issued in your name from that record holder.

/s/Jane Davidson

Jane Davidson
Secretary

Pasadena, California
December 20, 2013

Your vote is important, whether or not you expect to attend the Annual Meeting of Stockholders. Stockholders of record are urged to vote via the
Internet or telephone as instructed, or if you are voting by mail, to mark, sign and date and promptly return the proxy in the stamped return envelope
provided. Voting promptly will help avoid the additional expense of further solicitation to assure a quorum at the meeting. Please note, however, that if
your shares are held of record by a broker, bank or other nominee and you wish to vote at the meeting, you must obtain a proxy issued in your name
from that record holder.

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

You may access the following proxy materials at www.edocumentview.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 year ended September 30, 2013; and
Form of Proxy Card



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 VOTING

The enclosed Proxy is solicited on behalf of Arrowhead Research Corporation (the “Company” or “Arrowhead”) for use at the 2014 Annual Meeting of
Stockholders (the “Annual Meeting”) to be held on February 6, 2014 at 10:00 a.m., local time, and at any adjournment(s) thereof, for the purposes set forth
herein and in the accompanying Notice of Annual Meeting of Stockholders (the “Notice”). The Annual Meeting will be held at the Sheraton Pasadena, 303 E.
Cordova Street, Pasadena, CA 91101.

The Company anticipates that these proxy solicitation materials will first be mailed on or about December 27, 2013 to all stockholders entitled to vote at
the Annual Meeting.

Record Date

Only holders of record of our voting stock at the close of business on December 18, 2013 (the “Record Date”) are entitled to notice of the Annual Meeting
and to vote at the Annual Meeting. On that date, the Company had outstanding (i) 38,708,759 shares of common stock (“Common Stock”), (ii) 5,291 shares of
Series B Convertible Preferred Stock (the “Series B Preferred Stock™) and (iii) 46,000 shares of Series C Convertible Preferred Stock (the “Series C Preferred
Stock”, together the “Preferred Stock”). Holders of the Preferred Stock are entitled to vote with the holders of Common Stock on an as-converted basis, subject
to the applicable limitations on their rights to convert the Preferred Stock into Common Stock. As of the Record Date, and without regard to conversion limits that
may serve to reduce the number of shares eligible to vote at the annual meeting, the Preferred Stock was entitled to vote 10,741,086 equivalent shares of Common
Stock. The Common Stock and that portion of the Preferred Stock that is entitled to vote at the Annual Meeting is sometimes referred to herein as the “Voting
Stock”.

Revocability of Proxies

Any proxy given by a stockholder of record pursuant to this solicitation may be revoked by the person giving it at any time before its use by delivering to
the Secretary of the Company, at or before the taking of the vote at the Annual Meeting, a written notice of revocation or a duly executed proxy bearing a later
date or by attending the Annual Meeting and voting in person. Stockholders may also revoke their proxy by entering a new vote over the Internet or by telephone.

Voting and Solicitation

Each share of the Company’s Voting Stock is entitled to one vote on all matters presented at the Annual Meeting. Stockholders do not have the right to
cumulate their votes in the election of directors. Shares of Voting Stock represented by properly executed proxies will, unless such proxies have been previously
revoked, be voted in accordance with the instructions indicated thereon. In the absence of specific instructions to the contrary, properly executed proxies will be
voted FOR all matters submitted to a vote of stockholders at the Annual Meeting pursuant to this proxy statement. No business other than that set forth in the
accompanying Notice of Annual Meeting of Stockholders is expected to come before the Annual Meeting. Should any other matter requiring a vote of
stockholders properly arise, the persons named in the enclosed form of proxy will vote such proxy in accordance with the recommendation of the Board of
Directors (the “Board”).



If you will not be able to attend the Annual Meeting to vote in person, you may vote your shares via the Internet or by telephone or by mail as set forth in
the Notice.

In addition to proxy solicitation by a proxy solicitor engaged by the Company, if any, proxies may be solicited by certain of the directors, officers and
employees of the Company, without additional compensation. The Company will bear the costs of solicitation. In addition, the Company expects to reimburse
brokerage firms and other persons representing beneficial owners of shares for their expenses in forwarding solicitation materials to such beneficial owners.

If your shares are held in street name, the voting instruction form sent to you by your broker, bank or other nominee should indicate whether the institution
has a process for beneficial holders to provide voting instructions over the Internet or by telephone. A number of banks and brokerage firms participate in a
program that also permits stockholders whose shares are held in street name to direct their vote over the Internet or by telephone. If your bank or brokerage firm
gives you this opportunity, the voting instructions from the bank or brokerage firm that accompany this proxy statement will tell you how to use the Internet or
telephone to direct the vote of shares held in your account. If your voting instruction form does not include Internet or telephone information, please complete and
return the voting instruction form in the self-addressed, postage-paid envelope provided by your broker. Stockholders who vote by proxy over the Internet 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 business at the Annual Meeting is a majority of the votes eligible to be cast by holders of shares of Voting Stock
issued and outstanding on the Record Date. Shares that are voted “FOR,” “AGAINST” or “ABSTAIN” on a matter are treated as being present at the meeting for
purposes of establishing a quorum with respect to such matter. For certain proposals, brokers may not have discretionary authority to vote on a particular matter if
they have not received specific instructions from the beneficial owner of the shares (“broker non-vetes”). Shares subject to a broker non-vote will be counted as
present for the purpose of determining the presence or absence of a quorum for the transaction of business at the Annual Meeting; the effect of abstentions and
broker non-votes on the proposals presented herein is discussed below.

With regard to the election of directors, votes may be cast in favor of a director nominee or withheld. Because directors are elected by plurality, abstentions
from voting and broker non-votes will be entirely excluded from the vote and will have no effect on its outcome. If a quorum is present at the meeting, the
nominees receiving the greatest number of votes, up to six directors, will be elected.

With regard to all other proposals, the affirmative vote of a majority of the shares of Voting Stock entitled to vote thereon and present in person or by proxy
at the Annual Meeting is required for approval (the “Required Vote”). With regard to these proposals, abstentions will be counted in tabulations of the votes cast
on each such proposal and will have the same effect as a vote against the proposal, whereas broker non-votes will be excluded from the vote and will have no
effect on its outcome.

Deadline for Receipt of Stockholder Proposals

Any stockholder who meets the requirements of the proxy rules under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), who
intends to present a proposal at the Company’s 2015 Annual Meeting of Stockholders must ensure that the proposal is received by the Corporate Secretary at
Arrowhead Research Corporation, 225 South Lake Avenue, Suite 1050, Pasadena, CA 91101, not later than August 29, 2014, in order to be considered for
inclusion in our proxy materials for that meeting. Proposals received after that date may be excluded from the Company’s proxy statement.

Additionally, our Bylaws provide for notice procedures to recommend a person for nomination as a director or to propose business to be considered by
stockholders at a meeting. To be considered timely under these provisions, the stockholder’s notice must be received by the Corporate Secretary at our principal
executive offices at the address set forth above between 90 and 120 days prior to the one-year anniversary of the date of the 2014 Annual Meeting; provided,
however, that if the 2015 annual meeting date is advanced by more than 30 days before or delayed by more than 60 days after the anniversary date of the 2014
Annual Meeting, then stockholders must provide notice within time periods specified in our Bylaws. Our Bylaws also specify requirements as to the form and
content of a stockholder’s notice.



PROPOSAL ONE
ELECTION OF DIRECTORS

The Board has nominated the following six persons as directors to serve until the 2015 annual meeting and until their successors have been duly elected.
Each of the nominees is currently a director of Arrowhead. Except as set forth in the biographical information below, none of the nominees is related by blood,
marriage or adoption to any other nominee or any executive officer of the Company. The six nominees receiving the greatest numbers of votes at the Annual
Meeting will be elected to the six director positions. Unless otherwise instructed, the proxy holders will vote the proxies received by them for the six nominees
named below. If any nominee is unable or declines to serve as director at the time of the Annual Meeting, the proxies will be voted for any nominee who is
designated by our present Board to fill the vacancy. The table below sets forth, with respect to each nominee for election, his age and current position with
Arrowhead.

Nominees for Election as Directors. The Board unanimously adopted a resolution proposing the 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, Director
Edward W. Frykman* 77 Director

Charles P. McKenney* 75 Director

Mauro Ferrari** 54 Director

Douglass Given 61 Director and Chairman of the Board

Michael S. Perry* 54 Director

* Member of the Audit Committee, Compensation Committee and Nomination Committee.

**  Member of the Compensation Committee and Nomination Committee

Dr. Christopher Anzalone has been President, Chief Executive Officer and Director of the Company since December 1, 2007. In 2005, Dr. Anzalone
formed and served as CEO of the Benet Group LLC, a private equity firm focused on creating and building new nano-biotechnology companies from university-
generated science. While at the Benet Group, Dr. Anzalone was founding CEO in two portfolio companies, Nanotope Inc., a tissue regeneration company, and
Leonardo Biosystems Inc., a cancer drug delivery company. Dr. Anzalone is a director of Arrowhead’s wholly-owned subsidiary, Arrowhead Madison Inc.,
majority-owned subsidiaries, Calando Pharmaceuticals, Inc., Ablaris Therapeutics, Inc., and Tego Biosciences Corporation and minority investment, Leonardo
Biosystems, Inc. Prior to his tenure at the Benet Group, from 1999 until 2003, he was a partner at the Washington, DC-based private equity firm Galway Partners,
LLC, where he was in charge of sourcing, structuring, and building new business ventures and was founding CEO of Nanolnk, Inc., a leading nanolithography
company. Dr. Anzalone holds a Ph.D. in Biology from UCLA and a B.A. in Government from Lawrence University. We believe Dr. Anzalone’s qualifications to
serve on the Board include his deep understanding of the business through his role as Chief Executive Officer; in addition Dr. Anzalone has extensive experience
in biotechnology, nanotechnology, company-building and venture capital.

Dr. Mauro Ferrari was appointed to the Arrowhead Board of Directors in 2010. Dr. Ferrari is the President and CEO of The Methodist Hospital Research
Institute (TMHRI). He is also the President of The Alliance for NanoHealth. Dr. Ferrari is a director of, Leonardo Biosystems, Inc., in which Arrowhead holds a
minority equity interest. Dr. Ferrari is an internationally recognized expert in nanomedicine and biomedical nanotechnology. Prior to assuming leadership of
TMHRI, Dr. Ferrari was Professor and Chairman of The Department of NanoMedicine
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and Biomedical Engineering at The University of Texas Health Science Center at Houston, Professor of Experimental Therapeutics at the MD Anderson Cancer
Center, Adjunct Professor of Bioengineering at Rice University, and Adjoint Professor of Biomedical Engineering at the University of Texas in Austin. His
previous academic appointments include professorships at UC Berkeley and Ohio State University.

From 2003 to 2005, he served as Special Expert on Nanotechnology and Eminent Scholar at The National Cancer Institute, where he led in the
development of NCI’s program in Nanotechnology, which remains the largest program in NanoMedicine in the world. Dr. Ferrari has been serving as the Editor-
in-Chief for “Biomedical Microdevices: BioMEMS and Biomedical Nanotechnology” since 1997. We believe Dr. Ferrari’s qualifications to serve on the Board
include his extensive training and experience in the fields of nanotechnology, biotechnology and biomedical applications. Dr. Ferrari has significant technical
training, several academic appointments and numerous published articles and patents. Additionally, Dr. Ferrari has extensive experience in developmental stage
organizations having founded several startup companies.

Edward W. Frykman has been a director of the Company since January 2004. Mr. Frykman was an Account Executive with Crowell, Weedon & Co., a
position he held from 1992 until 2008 when he retired. Before his service at Crowell, Weedon & Co., Mr. Frykman served as Senior Vice President of L.H.
Friend & Co. Both Crowell Weedon & Co. and L.H. Friend & Co. are investment brokerage firms located in Southern California. In addition, Mr. Frykman was a
Senior Account Executive with Shearson Lehman Hutton, where he served as the Manager of the Los Angeles Regional Retail Office of E. F. Hutton & Co.

Mr. Frykman is also a director of Acacia Research Corporation, a publicly-held corporation based in Newport Beach, California. Mr. Frykman is a director of
Arrowhead’s majority-owned subsidiaries Calando Pharmaceuticals, Inc., Ablaris Therapeutics, Inc., and Tego Biosciences Corporation. We believe

Mr. Frykman’s qualifications to serve on the Board include his long tenure as a member of the Board which enabled Mr. Frykman to gain a deep understanding of
the company’s operations, strategy and finances. Mr. Frykman also has extensive experience in the fields of finance and public company oversight.

Dr. Douglass Given has been a director of the company since November 2010. He is an Investment Partner at Bay City Capital and has been with the firm
since October 2000. He was formerly Chief Executive Officer and a director of NeoRx, Corporate Sr. Vice President and Chief Technical Officer of Mallinckrodt,
and Chief Executive Officer and a director of Progenitor and Mercator Genetics. He held positions as Vice President at Schering Plough Research Institute, Vice
President at Monsanto/G.D. Searle Research Laboratories, and Medical Advisor at Lilly Research Laboratories. Dr. Given is Chairman of Vivaldi Biosciences, a
privately-held, venture-backed biotech company. Dr. Given chaired the Visiting Committee to the Division of Biological Sciences and the Pritzker School of
Medicine at the University of Chicago from 2007-2013 and remains a lifetime member and Distinguished Alumni Awardee. He is a member of the Johns Hopkins
Bloomberg School of Public Health Advisory Board, a member of the Harvard School of Public Health and the Advisory Board for the Stevens Institute at USC.

Dr. Given holds an MD with honors and a PhD from the University of Chicago, and an MBA from the Wharton School, University of Pennsylvania. He
was a fellow in Internal Medicine and Infectious Diseases at Harvard Medical School and Massachusetts General Hospital. We believe Dr. Given’s qualifications
to serve on the Board include his extensive experience in finance and business transactions, particularly investments in the life sciences industry as well as
directorship roles in start-up biotechnology companies. Dr. Given also has significant leadership roles, including CEO and Senior Vice President, at several large
pharmaceutical companies. Dr. Douglass Given is a brother of Dr. Bruce Given, our chief operating officer.

Charles P. McKenney has been a director of the Company since April 2004. Mr. McKenney has maintained a government affairs law practice in Pasadena,
California since 1989, representing businesses and organizations in their relations with state and local government regarding their obligations under state and
local land use and trade practices laws. From 1973 through 1989, he served as Attorney for Corporate Government Affairs for Sears, Roebuck and Co., helping
organize and carry out Sears’s western state and local government relations programs. Mr. McKenney has served two terms on the Pasadena, California, City
Council as well as on several city boards and committees, including three city Charter Reform Task Forces. Mr. McKenney is a director of Arrowhead’s majority-
owned subsidiaries Calando Pharmaceuticals, Inc., Ablaris Therapeutics, Inc., and Tego Biosciences Corporation. We believe Mr. McKenney’s qualifications to
serve on the Board include his long tenure as a member of the Board resulting in a deep understanding of the Company’s operations, strategy and finances.

Mr. McKenney also has extensive experience providing strategic legal and advisory services to developmental stage organizations.
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Dr. Michael S. Perry joined Arrowhead’s Board of Directors in December 2011. Dr. Perry is Global Head, Stem Cell Therapy at Novartis Pharma. Prior to
his appointment at Novartis, Dr. Perry was a Venture Partner with Bay City Capital LLP from 2005 until November 2012 and President and Chief Medical Officer
of Poniard Pharmaceuticals from 2010 to November 2012. He also currently serves as a member of the board of directors of AmpliPhi Biosciences Corporation
(APHB.PK) and Avita Medical (ASX:AVH and OTCQX:AVMXY). He was Chief Development Officer at VIA Pharmaceuticals, Inc., a publicly held drug
development company, from April 2005 until May 2009. Prior thereto, he served as Chairman and Chief Executive Officer of Extropy Pharmaceuticals, Inc., a
privately held pediatric specialty pharmaceutical company, from June 2003 to April 2005. From 2002 to 2003, Dr. Perry served as President and Chief Executive
Officer of Pharsight Corporation, a publicly held software and consulting services firm. From 2000 to 2002, Dr. Perry served as Global Head of Research and
Development for Baxter BioScience. From 1997 to 2000, Dr. Perry was President and Chief Executive Officer of both SyStemix Inc. and Genetic Therapy Inc.,
two wholly owned subsidiaries of Novartis Corp. and from 1994 to 1997, he was Vice President of Regulatory Affairs for Novartis Pharma (previously Sandoz
Pharmaceuticals). Prior to 1994, Dr. Perry held various management positions with Syntex Corporation, Schering-Plough Corporation and BioResearch
Laboratories, Inc. Dr. Perry holds a Doctor of Veterinary Medicine, a Ph.D. in Biomedical Pharmacology and a B.Sc. in Physics from the University of Guelph,
Ontario, Canada. He is a graduate of the International Management Program at Harvard Business School. We believe Dr. Perry’s qualifications to serve on the
board include his medical expertise and his extensive experience in preclinical and clinical drug development, including executive level leadership roles in several
publicly held biotech companies.

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

»  The positions of Chairman of the Board and Chief Executive Officer are separated, which allows our Chief Executive Officer to focus on our day-to-
day business, while allowing the Chairman of the Board to lead the Board in its fundamental role of providing advice to and oversight of
management. While our Bylaws do not require that our Chairman and Chief Executive Officer positions be separate, our Board believes that having
separate positions is the appropriate leadership structure for us at this time and demonstrates our commitment to good corporate governance.

* A majority of the members of the Board are independent directors, as defined by the NASDAQ Marketplace Rules. The Board has determined that
all of the Company’s directors are independent, except Dr. Anzalone, due to his employment relationship with the Company, and Dr. Given, who is
the brother of Bruce Given, the Company’s Chief Operating Officer. Non-employee directors do not receive consulting or other fees from the
Company, other than Board and Committee compensation.

*  The Board has overall responsibility for the oversight of the Company’s risk management process, which is designed to support the achievement of
organizational objectives, including strategic objectives, to improve long-term organizational performance and enhance stockholder value. Risk
management includes not only understanding company-specific risks and the steps management implements to manage those risks, but also what
level of risk is acceptable and appropriate for the Company. Management is responsible for establishing our business strategy, identifying and
assessing the related risks and implementing appropriate risk management practices. The Board regularly reviews our business strategy and
management’s assessment of the related risk, and discusses with management the appropriate level of risk for the Company.

*  All of the Company’s employees, officers and directors are subject to the Company’s Code of Business Conduct and Ethics Policy, which is available
on the Company’s website at www.arrowheadresearch.com. The ethics policy meets the requirements of the NASDAQ Marketplace Rules, as well as
the code of ethics requirements of the SEC.

*  The Audit, Compensation and Nomination Committees consist entirely of independent directors.

*  The independent directors meet separately in executive session on a regular basis to discuss matters relating to the Company and the Board, without
members of the management team present.



*  The Board reviews at least annually the Company’s business initiatives, capital projects and budget matters.

*  The Audit Committee reviews and approves all related-party transactions or, if the size and nature of the transaction warrants, a special committee of
non-related Board members is formed to negotiate and approve the transaction.

Stockholder Communications with Directors

Stockholders who wish to communicate with the Board or any individual director can write to: Jane Davidson, Corporate Secretary, Arrowhead Research
Corporation, 225 South Lake Avenue, Suite 1050, Pasadena, CA 91101. Your letter should indicate that you are an Arrowhead stockholder. Depending on the
subject matter, management will:

e Forward the communication to the director or directors to whom it is addressed;
*  Forward the communication to the Chairman of the Board, if addressed to the board of directors; or

+  If not addressed to any director or directors, attempt to handle the inquiry directly (for example, requests for information or stock-related matters).

Board Meetings and Committees

The Board held a total of fifteen meetings during the fiscal year ended September 30, 2013. The Board has three standing committees: an Audit Committee,
a Compensation Committee, and a Nomination Committee.

The functions of the Audit Committee are to select independent public accountants, to review the scope and results of the year-end audit with management
and the independent auditors, to review the Company’s accounting principles and its system of internal accounting controls, to review the Company’s annual and
quarterly reports before filing with the Securities and Exchange Commission, and to review any related-party transactions. The Audit Committee met four times
during fiscal 2013. The current members of the Audit Committee are Edward W. Frykman, Chairman, Charles P. McKenney, and Michael S. Perry. The Board has
determined that all members of the Audit Committee are independent directors under the Rules of the SEC and the listing standards of the NASDAQ Marketplace
Rules and are financially literate. The Board has determined that Mr. Frykman is an “audit committee financial expert” in accordance with the applicable
regulations. The Audit Committee Charter is available on the Company’s website at www.arrowheadresearch.com.

The functions of the Compensation Committee are to review the goals and achievements of the Company and the Chief Executive Officer (“CEQ”) for the
prior year and approve the goals of the Company and the CEO for the next year, to review and approve salaries, bonuses and other benefits payable to the
Company’s executive officers and to administer the Company’s 2004 Equity Incentive Plan and 2013 Incentive Plan. The Compensation Committee is
specifically responsible for determining the compensation of the CEO and the other executive officers. The Compensation Committee reviews compensation
recommendations made by the CEO for other senior executives of the Company at least annually. The Compensation Committee did not retain the services of a
compensation consultant in fiscal 2013, but has engaged a consultant for fiscal 2014. The Compensation Committee met three times during fiscal 2013. The
current members of the Compensation Committee are Michael S. Perry, Chairman, Edward Frykman, Charles P. McKenney, and Mauro Ferrari. The Board has
determined that all members of the Compensation Committee are independent directors under the listing rules of the NASDAQ Marketplace Rules. The
Compensation Committee’s charter is available on the Company’s website at www.arrowheadresearch.com. The Committee has not delegated any of its
responsibilities or authorities granted under its charter.

The Nomination Committee is responsible for proposing a slate of directors for election by the stockholders at each Annual Stockholders Meeting and for
proposing candidates to fill any vacancies. The Nomination Committee met once during fiscal 2013. The current members of the Nomination Committee are
Michael S. Perry, Chairman, Edward Frykman, Charles P. McKenney and Mauro Ferrari. The Nomination Committee’s charter is available on the Company’s
website at www.arrowheadresearch.com. The Nomination Committee manages the process for evaluating current Board members at the time they are considered
for re-nomination. After considering the appropriate skills and characteristics required on the Board, the current makeup of the Board, the results of the
evaluations, and the wishes of the Board members to be re-nominated, the Nomination Committee recommends to the Board whether those individuals should be
re-nominated.



On at least an annual basis, the Nomination Committee reviews with the Board whether it believes the Board would benefit from adding new members and,
if so, the appropriate skills and characteristics required for any new members. If the Board determines that a new member would be beneficial, the Nomination
Committee solicits and receives recommendations for candidates and manages the process for evaluating candidates. All potential candidates, regardless of their
source, are reviewed under the same process. The Nomination Committee (or its chairman) screens the available information about the potential candidate(s).
Based on the results of the initial screening, interviews with viable candidates are scheduled with Nomination Committee members, other members of the Board
and senior members of management. Upon completion of these interviews and other due diligence, the Nomination Committee may recommend to the Board the
election or nomination of a candidate.

Candidates for independent Board member positions have historically been identified through recommendations from directors or others associated with
the Company. Arrowhead stockholders may also recommend candidates by sending the candidate’s name and resume to the Nomination Committee pursuant to
the procedures, set forth above, for communication with the Board. As described above, our Bylaws also provide for separate notice procedures to recommend a
person for nomination as a director to be considered by stockholders at a meeting, including requirements as to the timing, form and content of a stockholder’s
notice.

The Nomination Committee has no predefined minimum criteria for selecting Board nominees, although it believes that all independent directors should
share qualities such as independence, business experience at the corporate level, relevant non-competitive experience, and strong communication and analytical
skills. In any given search, the Nomination Committee may also define particular characteristics for candidates to balance the overall skills and characteristics of
the Board and the needs of the Company. However, during any search, the Nomination Committee reserves the right to modify its stated search criteria for
exceptional candidates. While the Board does not have a policy with regard to consideration of diversity for selecting candidates, the Nomination Committee may
consider diversity, including diversity with respect to experience, skill set, age, areas of expertise and professional background, as well as race, gender, national
origin and any other criteria deemed appropriate by the Nomination Committee.

No incumbent director attended fewer than 75% of the aggregate of (i) the total number of meetings of the Board held during fiscal 2013, and (ii) the total
number of meetings held by all committees of the Board during fiscal 2013 on which such person served.

In addition, the majority of the directors attended the 2013 Annual Meeting of Stockholders. It is the Company’s policy to encourage, but not require, that
all directors attend our annual stockholder meetings.

FISCAL 2013 DIRECTOR COMPENSATION

Director Compensation

Directors who are also employees of the Company receive no separate compensation from the Company for their service as members of the Board. Our
non-employee chairman of the board receives a cash retainer of $42,500 per year; other non-employee directors receive a cash retainer of $37,500 per year, paid
quarterly. Additionally, non-employee directors received periodic grants of stock options based on recommendation of the Compensation Committee. Non-
employee directors who served as Committee Chairs received an additional grant of 5,000 stock options in fiscal 2013. Based on the policies of his current
employer, Dr. Ferrari has declined to accept cash or equity compensation to date. Dr. Ferrari may elect to receive compensation in the future. The following table
sets forth the total compensation paid to our non-employee directors in fiscal 2013. Dr. Anzalone’s compensation is set forth below in the Summary
Compensation Table.
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Fee Earned

or Option
Paid in Cash Awards
Name ) [OIOIBIE)] Total ($)
Douglass Given $ 31,875 $ 52,023 $83,898
Edward Frykman $ 37,500 $ 45,553 $83,053
Charles McKenney $ 37,500 $ 39,318 $76,818
Michael S. Perry $ 37,500 $ 45,553 $83,053
Mauro Ferrari $ — $ — $ —

Edward Frykman and Michael S. Perry each received a grant of an option to purchase 5,000 shares of common stock in fiscal 2013 for their service as
Chairs of the Audit and Compensation Committee, respectively. There are no additional payments for being a member of a committee. Dr. Ferrari has
declined to receive cash compensation at this time.

This column represents the total grant date fair value, computed in accordance with ASC 718, of stock options granted during fiscal year 2013. The
assumptions used to calculate the value of option awards are set forth under Note 10 to the Consolidated Financial Statements included with the Company’s
fiscal 2013 Annual Report on Form 10-K.

Option grants to non-employee directors generally vest one year from date of grant. At September 30, 2013, Mr. Frykman had outstanding option grants to
purchase 82,500 shares at prices ranging from $2.01 to $20.20; Mr. McKenney had outstanding option grants to purchase 75,000 shares at prices ranging
from $2.19 to $20.20; Mr. Perry had outstanding option grants to purchase 77,000 shares at prices ranging from $2.01 to $5.19; Dr. Given had outstanding
option grants to purchase 72,000 shares at prices ranging from $2.01 to $5.19; and Dr. Ferrari had outstanding option grants to purchase 24,843 shares at
prices ranging from $9.60 to $28.70.

Vote Required; Recommendation of the Board

The six nominees receiving the greatest numbers of votes at the meeting, assuming a quorum is present, will be elected to the six director positions to serve

until the next annual meeting of stockholders or until their successors have been duly elected and qualified. Because directors are elected by plurality, abstentions
from voting and broker non-votes will be entirely excluded from the 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 approve the adoption of the 2013 Incentive Plan (the “2013 Plan”), including the material terms of
performance goals for performance awards granted under the 2013 Plan. The 2013 Plan was adopted by the Board in December 2013 and will become effective
only after approval of stockholders at the Annual Meeting.

We believe that employees, directors, consultants and key advisors should have a significant stake in the Company under programs that link compensation
to stockholder return. As a result, equity compensation is considered to be an integral part of the Company’s compensation program. The Board approved the
2013 Plan because our 2004 Equity Incentive Plan (the “2004 Plan”) has very limited remaining shares in the Plan available for grant, will expire in December
2014, and the Company does not have any other plans under which equity awards can be granted.

The Board believes that the 2013 Plan will promote the interests of stockholders and is consistent with principles of good corporate governance, including:

»  Independent Committee. The 2013 Plan will be administered by our Compensation Committee, which is composed entirely of independent directors
who meet the NASDAQ standards for independence and who meet the definition of “non-employee directors” under Rule 16b-3(b)(3).

*  No Discounted Stock Options or SARs. All stock option and stock appreciation rights (“SAR”) awards under the 2013 Plan must have an exercise or
base price that is not less than the fair market value of the underlying common stock on the date of grant.

*  No Repricing. Other than in connection with a corporate transaction affecting the Company, the 2013 Plan prohibits any repricing of stock options or
SARs without stockholder approval.

*  Performance Awards. Under the 2013 Plan, the Compensation Committee may grant performance-based awards intended to qualify as exempt
performance-based compensation under Section 162(m) (“Section 162(m)”) of the Internal Revenue Code of 1986, as amended (the “Code”) as well
as other performance-based awards.

Existing Equity Plan Information

At present, the Company has two existing equity incentive plans previously approved by our stockholders. Our 2004 Plan, under which 2,944,206 options
to purchase shares of our Common Stock are currently outstanding, has been nearly depleted of shares and will expire by its terms on December 1, 2014. Our
2000 Stock Option Plan, under which 152,900 options to purchase shares of our Common Stock are currently outstanding, was closed to further grants upon the
adoption of the 2004 Plan. All currently outstanding grants made under the 2000 Stock Option Plan will expire during 2014. Additionally, 405,550 options to
purchase shares of our Common Stock are outstanding pursuant to new-hire inducement grants.

The following table includes aggregated information regarding awards outstanding as of December 18, 2013, and the proposed number of shares issuable
under the 2013 Plan:

Number of As a percentage of
shares stock outstanding (1)
Outstanding stock options 3,495,989 7.1%
Other outstanding equity awards — —
Total shares subject to outstanding awards as of December 18, 2013 3,495,989 7.1%
Total shares available for future awards as of December 18, 2013
under 2004 Plan 20,979 0%
Proposed shares available for future awards under 2013 Plan (2) 4,000,000 8.1%
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(1) Includes Common Stock outstanding and Common stock Equivalent of our Preferred Stock.

(2) Plus an annual evergreen increase equal to up to 2% of the then outstanding shares of our Common Stock, subject to a maximum pool size of 15% of the
common stock and common equivalent shares underlying the Preferred Stock. The percentage of stock outstanding does not take into account any future
increases in the share pool as a result of the evergreen feature.

Certain information with respect to all of our equity compensation plans in effect as of September 30, 2013 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 critical part of the Company’s compensation program. Stockholder approval of the 2013 Plan would allow us to
continue to attract and retain employees, directors, consultants and key advisors with equity incentives. The Board believes that the number of shares authorized
to be issued under the 2013 Plan is necessary in order to continue to meet our compensation objectives. Stock-based awards comprise a significant component of
the compensation of our executive management team and are important tool in attracting and retaining key employees. Furthermore, the Board believes the grant
of equity based compensation awards aligns the long-term interests of shareholders and key employees. In determining to propose that the stockholders approve
4,000,000 shares, plus an annual increase of 2% of outstanding shares, to be authorized for issuance under the 2013 Plan, the Compensation Committee and
Board considered our historical grant practices, data for annual burn rate (a measure of shares subject to stock-based awards granted annually as a percentage of
shares issued and outstanding) and total equity overhang (a measure of shares subject to stock-based awards outstanding or reserved for future grant as a
percentage of shares issued and outstanding), as well as Institutional Shareholder Services (ISS) guidelines.

If used in connection with stock-based awards made over a hypothetical five year period, the proposed 4,000,000 additional shares, plus up to 2% of
outstanding shares per year subject to an overall 15% cap, would enable an average annual burn rate of approximately 5% (or less on a fully diluted basis), well
below the ISS allowable cap for 2013 of 6.70% for annual burn rate for Pharmaceuticals and Biotechnology companies listed on the Russell 3000. Also, the
Board considered the equity overhang. Prior to adoption of the 2013 Plan, the Company’s overhang is 7.1%. The Board believes this is well below the overhang
of companies of comparable companies. The Board reviewed the overhang of 25 drug development companies without approved therapeutics with market
capitalizations such that the market capitalization of the Company was roughly equal to the median. The median overhang of these companies was 16.2% of basic
shares outstanding (not fully diluted). Eight of these companies had overhangs that were well over 20% and none had an overhang as low as the Company’s
overhang. The addition of 4,000,000 shares would leave the Company with an overhang at approximately 15.2%, still below the median. Even with the annual
increase of up to 2%, the Board believes overhang can be effectively managed comparable to this peer group as shares exercise or as awards expire.

In addition, stockholder approval of the 2013 Plan would preserve our ability to grant a range of tax-efficient stock-based incentive awards under the 2013
Plan. Section 162(m) generally limits the deductibility for U.S. income tax purposes of compensation paid to a publicly held corporation’s CEO or its three most
highly paid named executive officers (other than its CEO or CFO) to the extent it exceeds $1 million. Certain performance-based compensation can be exempt
from this limit if the requirements under Section 162(m) are met, including that the material terms, including the performance goals, be disclosed to and approved
by stockholders every five years. For the 2013 Plan, these terms are described under “Eligibility,” “Individual Limits” and “Performance Criteria” below. Even
with stockholder approval, there is no guarantee that compensation will be treated as exempt performance-based compensation under Section 162(m).
Furthermore, our Compensation Committee has the authority to provide compensation that is not exempt from the Section 162(m) deductibility limits.

Our stockholders last approved an amendment to increase the number of shares available under the 2004 Plan at our Annual Meeting held in March 2013.
If stockholders do not approve this Proposal Two, the Company can continue to make awards under the 2004 Plan, but we will have very limited shares available
for future equity grants, the 2004 Plan will expire in December 2014, and our ability to make tax deductible performance awards to executive officers after that
period will be limited under Section 162(m).
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Summary of the 2013 Plan

In December 2013, the Board adopted the 2013 Plan, subject to approval by our stockholders. This summary is not a complete description of all provisions
of the 2013 Plan and is qualified in its entirety by reference to the 2013 Plan, which is attached as Annex A to this Proxy Statement.

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

Plan Administration. The 2013 Plan is administered by our Compensation Committee, who has the authority to, among other things, interpret the 2013
Plan, determine eligibility for, grant and determine the terms of awards under the 2013 Plan, and to do all things necessary or appropriate to carry out the purposes
of the 2013 Plan. Our Compensation Committee’s determinations under the 2013 Plan are conclusive and binding.

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

Authorized Shares. Subject to adjustment, the maximum number of shares of our common stock that may be delivered in satisfaction of awards under the
2013 Plan is 4,000,000 plus an annual increase each January 1 (beginning January 1, 2015 and with the last increase on January 1, 2023) equal to the lesser of two
percent (2%) of the number of then outstanding shares of our common stock, provided that the sum of the shares issued under the 2013 Plan and the then
applicable reserve of shares issuable under the 2013 Plan may not exceed 15% of the sum of the total shares of common stock issued and outstanding, plus the
common-equivalent shares of common stock underlying Preferred Stock then outstanding, without regard to any applicable conversion limits. Any shares of
common stock underlying awards that are settled in cash or that otherwise expire, terminate or are for