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Item 2.02 Results of Operation and Financial Condition.

On February 9, 2023, Eliem Therapeutics, Inc. (the “Company” or “Eliem”) issued a press release providing strategic updates, announcing a
restructuring plan and leadership transitions and providing an update on the Company’s unaudited cash, cash equivalents and marketable securities as of
December 31, 2022. In such press release, the Company reported that its unaudited cash, cash equivalents and marketable securities were approximately
$123.6 million as of December 31, 2022. These preliminary estimates are not a comprehensive statement of the Company’s financial results for the year
ended December 31, 2022 and have not been audited, reviewed, or compiled by its independent registered public accounting firm. The Company’s
actual consolidated cash, cash equivalents and marketable securities balance as of December 31, 2022 may differ from these estimates due to the
completion of the Company’s year-end closing and auditing procedures. A copy of the press release is attached hereto as Exhibit 99.1.

 
Item 2.05 Costs Associated with Exit or Disposal Activities

On February 7, 2023, the Company’s Board of Directors (the “Board”) approved a restructuring plan (the “Plan”) to conserve financial resources and
better align the Company’s workforce with current business needs, as a result of the decision to pause development of ETX-155 and focus on the
Company’s preclinical Kv7.2/3 program. As part of the Plan, the Company will reduce its workforce by approximately 55% in the first half of 2023.

The Company estimates that it will incur approximately $17.1 million in charges in connection with the Plan, which will be substantially incurred in
2023. These charges primarily relate to employee transition, severance payments, employee benefits, and stock-based compensation. Of the aggregate
amount of charges that the Company estimates it will incur in connection with the Plan, the Company expects that approximately $7.3 million will be in
future cash expenditures. The actions associated with the employee restructuring under the Plan are expected to be substantially complete by the third
quarter of 2023, subject to local law and consultation requirements.

The estimates of the charges and expenditures that the Company expects to incur in connection with the Plan, and the timing thereof, are subject to a
number of assumptions, including local law requirements in various jurisdictions, and actual amounts may differ materially from estimates. In addition,
the Company may incur other charges or cash expenditures not currently contemplated due to unanticipated events that may occur, including in
connection with the implementation of the Plan.

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

Arrangements of Certain Officers.

Separation and Consulting Agreements

On February 13, 2023, Eliem entered into a letter agreement with three of its executive officers – President, Chief Executive Officer and Director
Robert Azelby, Executive Vice President, Chief Operating Officer and Chief Financial Officer Erin Lavelle, and Executive Vice President and General
Counsel James Bucher (each, an “Officer”) – pursuant to which each such Officer will resign from his or her positions with the Company. Specifically:
 

 

•   The Company and Mr. Azelby mutually agreed that Mr. Azelby will resign as President, Chief Executive Officer and as a member of the
Board. Mr. Azelby’s resignation from the foregoing offices and as a member of the Board is effective on February 13, 2023 (the “Azelby
Separation Date”). Mr. Azelby and the Company entered into a separation and consulting agreement, dated February 13, 2023 (the “Azelby
Separation Agreement”) pursuant to which, and subject to a general release and waiver of claims against the Company, Mr. Azelby will
receive the following severance benefits as a result of his resignation: (i) a lump sum payment on the first regularly scheduled payroll date
following the Azelby Separation Date of $1,404,000, which is equal to twenty four months of Mr. Azelby’s current base salary , (ii) a
payment of $912,600, which is equal to two times Mr. Azelby’s annual bonus for the calendar year 2023, (iii) COBRA Health Insurance
Premiums for twenty-four months following the Azelby Separation Date, and (iv) accelerated vesting of Mr. Azelby’s outstanding and
unvested stock options as of the Azelby Separation Date.

 

 
•   The Company and Ms. Lavelle mutually agreed that Ms. Lavelle will resign as Executive Vice President, Chief Operating Officer and

Chief Financial Officer of the Company. Ms. Lavelle’s resignation from the foregoing offices will become effective on March 10, 2023
(the “Lavelle Separation Date”). Ms. Lavelle



 

and the Company entered into a separation and consulting agreement, dated February 13, 2023 (the “Lavelle Separation Agreement”)
pursuant to which, and subject to a general release and waiver of claims against the Company, Ms. Lavelle will receive the following
severance benefits (the “Lavelle Employment Agreement”) as a result of her resignation: (i) a lump sum payment on the first regularly
scheduled payroll date following the Lavelle Separation Date of $726,520, which is equal to eighteen months of Ms. Lavelle’s current base
salary, (ii) a payment of $326,957, which is equal to 1.5 times Ms. Lavelle’s annual bonus for the calendar year 2023, (iii) COBRA Health
Insurance Premiums for eighteen months following the Lavelle Separation Date, and (iv) accelerated vesting of Ms. Lavelle’s outstanding
and unvested stock options as of the Lavelle Separation Date.

The foregoing descriptions of the Azelby Separation Agreement and Lavelle Separation Agreement (together, the “Separation Agreements”) do not
purport to be complete and are qualified in their entirety by the terms and conditions of the Separation Agreements, forms of which are filed as
Exhibit 10.1 and 10.2 hereto and incorporated by reference herein.

Appointment of Executive Chairman

On February 13, 2023, in connection with the departure of Mr. Azelby, Andrew Levin assumed the role of Executive Chairman and will act as the
Company’s principal executive officer on an interim basis while the Company conducts a search for a permanent Chief Executive Officer. Dr. Levin, age
46, who is a Co-Founder of Eliem and served as the Company’s Chief Executive Officer from October 2018 to October 2020, has served as the
Chairman of the Board since February 2019. Since 2015, Dr. Levin has served as a Managing Director on the Investment Team at RA Capital
Management, L.P. Previously, Dr. Levin was a Vice President at H.I.G. BioVentures, and prior to that he served as the Director of Pharmaceutical
Sciences for the Clinton Health Access Initiative. Dr. Levin holds a B.S. in mechanical engineering from Princeton University, a Ph.D. in biomedical
engineering from the Massachusetts Institute of Technology and an M.D. from Harvard Medical School.

Dr. Levin has no family relationships with any director, executive officer or person nominated or chosen by the Company to become a director or
executive officer.

The Company is a party to certain transactions in which Dr. Levin has a direct or indirect material interest and in which the amounts involved exceed
$120,000. The Company is party to an investor rights agreement, or IRA, as amended in March 2021, with certain of its stockholders, including entities
affiliated with Dr. Levin. In addition, the Company was previously a party to a services agreement with Carnot, LLC (along with its successor
agreements, the “Carnot Agreement”) which was terminated on December 2, 2022. Under the terms of the Carnot Agreement, Carnot Pharma, LLC
provided research and services related to Eliem’s drug discovery, research and development programs and Eliem compensated Carnot Pharma, LLC for
the time its personnel devoted to such efforts. Subsequent to the Company’s entering into the Carnot Agreement, Carnot, LLC was dissolved and the
services agreement transitioned to its successor Carnot Pharma, LLC. RA Capital Management, L.P. is the manager of the members of Carnot Pharma,
LLC and Dr. Levin is the President of Carnot Pharma, LLC.



Item 8.01 Other Items.

On February 9, 2023, Eliem provided updates on the status of the ETX-155 clinical program along with its pipeline of preclinical programs.

Pipeline Reprioritization

The Board has determined that it is in the best interests of the Company and its stockholders to re-prioritize Eliem’s pipeline to focus on its high-
potential preclinical Kv7.2/3 program (“Kv7 Program”) and the development of its lead Kv7.2/3 candidate, ETX-123. Kv7.2/3 is a target that has
clinical validation in epilepsy and pain, with further potential in depression disorders. Eliem has identified multiple Kv7.2/3 modulators in a novel and
highly differentiated chemical space, and its lead candidate, ETX-123, has demonstrated excellent potency, selectivity, and in vivo anticonvulsant
activity. The Company plans to commence a first-in-human Phase 1 trial in the first half of 2024.

Update on ETX-155

In connection with its focus on the Kv7 Program, the Company will pause all further development of ETX-155, a novel GABAA receptor positive
allosteric modulator neuroactive steroid (“GABAA PAM”) that is Phase 2-ready for major depressive disorder (MDD), with the potential to also pursue
development in epilepsy.

Forward-Looking Statements

This Current Report on Form 8-K contains forward-looking statements, including, without limitation, statements relating to: expected benefits of and
timing of completion of the Plan, and the expected costs and charges of the Plan; the advancement of Eliem’s pipeline; the continued development and
clinical and therapeutic potential of Eliem’s Kv7 channel opener program; Eliem’s planned activities and expectations for the Kv7 channel opener
program, including the initiation of IND-enabling safety studies and Phase 1 studies, and the timing thereof; Eliem’s commitment to developing
therapies targeting neuronal excitability disorders; and certain of Eliem’s preliminary financial results as of December 31, 2022. Words such as
“believe,” “estimated,” “expected,” “focus,” “planned,” “potential,” “preliminary,” “reported,” or other similar expressions, identify forward-looking
statements, but the absence of these words does not necessarily mean that a statement is not forward-looking. In addition, any statements that refer to
expectations, projections or other characterizations of future events or circumstances are forward-looking statements. The forward-looking statements in
this Current Report on Form 8-K are based upon Eliem’s current plans, assumptions, beliefs, expectations, estimates and projections, and involve
substantial risks and uncertainties. Actual results and the timing of events could differ materially from those anticipated in the forward-looking
statements due to these risks and uncertainties as well as other factors, which include, without limitation: the clinical, therapeutic and commercial value
of the Kv7 program; risks related to the potential failure of the Kv7 program to demonstrate safety and efficacy in clinical testing; Eliem’s ability to
initiate and conduct clinical trials and studies of Kv7 program sufficient to achieve a positive completion; Eliem’s ability to obtain and protect
intellectual property rights, and operate without infringing on the intellectual property rights of others; the uncertain timing and level of expenses
associated with Eliem’s preclinical and clinical development activities; the sufficiency of Eliem’s capital and other resources; risks and uncertainties
related to regulatory application, review and approval processes and Eliem’s compliance with applicable legal and regulatory requirements; market
competition; changes in economic and business conditions; impacts on Eliem’s business due to external events, including health pandemics or other
contagious outbreaks, such as the current COVID-19 pandemic; the risk that the restructuring costs and charges may be greater than anticipated; the risk
that Eliem’s restructuring efforts may adversely affect Eliem’s ability to recruit and retain skilled and motivated personnel, and may be distracting to
employees and management; the risk that Eliem’s restructuring efforts may negatively impact Eliem’s clinical development; the risk that Eliem’s
restructuring efforts may not generate their intended benefits to the extent or as quickly as anticipated; and other factors discussed under the caption
“Risk Factors” in Eliem’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2022. This filing is available on the SEC’s
website at www.sec.gov. Additional information will also be set forth in Eliem’s other reports and filings it will make with the SEC from time to time.
The forward-looking statements made in this Current Report on Form 8-K speak only as of the date of this Current Report on Form 8-K. Eliem
expressly disclaims any duty, obligation or undertaking to release publicly any updates or revisions to any forward-looking statements contained herein
to reflect any change in Eliem’s expectations with regard thereto or any change in events, conditions or circumstances on which any such statements are
based.

 
Item 9.01 Financial Statements and Exhibits

(d) Exhibits.

 



Exhibit
Number   Description

10.1    Separation and Consulting Agreement, dated February 13, 2023, by and between Eliem Therapeutics, Inc. and Robert Azelby

10.2    Separation and Consulting Agreement, dated February 13, 2023, by and between Eliem Therapeutics, Inc. and Erin Lavelle

99.1    Press release of Eliem Therapeutics, Inc., dated February 9, 2023

104    Cover Page Interactive Data File (formatted in Inline XBRL)

 



SIGNATURES

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

    Eliem Therapeutics, Inc.

Date: February 13, 2023     By:   /s/ James B. Bucher
            James B. Bucher
            Executive Vice President and General Counsel



Exhibit 10.1
 

 

 
PRIVATE & CONFIDENTIAL

February 13, 2023

Robert W. Azelby
[Redacted]
[Redacted]

Dear Bob,

This letter sets forth the substance
of the separation and consulting agreement (the “Agreement”) that Eliem Therapeutics, Inc. (the “Company”)
is offering to you to aid in your employment transition.

1. SEPARATION. Your last day of work with the Company and your employment termination date is
February 13, 2023 (the “Separation Date”).

2. ACCRUED SALARY
AND PAID TIME OFF. On or before the next regularly scheduled payroll date following the Separation Date, the Company
will pay you all accrued salary and all accrued and
unused paid time off earned through the Separation Date, subject to standard payroll deductions and
withholdings. You are entitled to this payment regardless of whether or not you sign this Agreement.

3. SEVERANCE BENEFITS. You are eligible for severance pursuant to
Section 6.1 of the Executive Employment Agreement between you and the
Company, dated October 1, 2020, as amended on July 27, 2021 (the “Employment Agreement”), provided, however, that per this Agreement
the
Company is offering you enhanced severance benefits above the benefits contained in your Employment Agreement. If you timely sign this Agreement
and allow it to become effective, and comply with your obligations hereunder (collectively, the
“Severance Preconditions”), then the Company will
provide you with the following severance benefits (the “Severance Benefits”), in full satisfaction of the obligations under the Employment Agreement:

a. Severance Payments. The Company will make a one-time, lump sum severance payment to you of
$1,404,000, which is equivalent to twenty-
four times your base monthly salary in effect on the Separation Date subject to standard payroll deductions and withholdings. The payment will be made
on the first regularly scheduled pay date following the
Effective Date (as defined below).
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b. COBRA. As an additional severance benefit under this Agreement, provided that you
satisfy the Severance Preconditions set forth above and

timely elect continued coverage under COBRA, the Company shall (at its discretion) directly pay or reimburse you for the COBRA premiums to
continue your health insurance coverage (including
coverage for eligible dependents, if applicable) through the period (the “COBRA Premium
Period”) starting on the Separation Date and ending on the earliest to occur of: (i) the date that is twenty-four (24) months
following the Separation
Date; (ii) the date you become eligible for group health insurance coverage through a new employer; or (iii) the date you cease to be eligible for
COBRA coverage for any reason. If the Company elects to reimburse
you, then you must timely pay your premiums, and then provide documentation to
the Company, to obtain reimbursement for your COBRA premiums under this paragraph. In the event you become covered under another employer’s
group health plan or
otherwise cease to be eligible for COBRA during the COBRA Premium Period, you must immediately notify the Company in
writing. Notwithstanding the above, if the Company determines in its sole discretion that it cannot provide the foregoing COBRA
Severance without
potentially violating applicable law (including, without limitation, Section 2716 of the Public Health Service Act) or if it otherwise determines to
provide cash severance instead of paying COBRA Premiums, the Company can in
lieu thereof provide to you a taxable cash payment (monthly or in
other installments as determined by the Company) in an amount equal to the monthly COBRA premium that you would be required to pay to continue
your group health coverage in effect on
the date of your termination (which amount shall be based on the premium for the first month of COBRA
coverage), which payments shall end no later than the earlier of (x) the date upon which you obtain other coverage or (y) the last day of
the twenty-
fourth (24th) calendar month following your Separation from Service date, and which such payments you may, but are not obligated to, use for medical
expenses. If you become eligible for health insurance coverage under another
employer’s group health plan or through self-employment, or if you
otherwise cease to be eligible for COBRA coverage, you must immediately notify the Company, and the Company’s obligation to pay COBRA
premiums shall cease.

c. Annual Bonus. In addition, the Company will make a payment to you in the amount of $912,600, subject to applicable deductions and
withholdings, which is equivalent to two (2) times the Target Amount (as defined in the Employment Agreement) of the Annual Bonus (as defined in the
Employment Agreement) in effect for the year in which the Separation Date occurs. This payment
will be paid in a lump sum in the next payroll cycle
following the Effective Date.

d. Accelerated Vesting and Extension of Exercise
Period. The Company will also provide you with accelerated vesting of each of your equity
awards outstanding as of the Separation Date and extend the exercise period of your Options (as defined below), as described in Section 5.

e. Waiver of Certain Non-Competition Obligations. The Company will agree not to enforce your non-competition obligation set forth in
Section 6 of the Confidential Information, Inventions, Non-Solicitation and
Non-Competition Agreement (the “Confidentiality Agreement,” a copy of
which is attached hereto as Exhibit A) as it pertains to prohibiting you from soliciting, performing,
or providing, or attempting to perform or provide
Conflicting Services (as defined in the Confidentiality Agreement) for any person or organization that provides products or services, or is engaged in the
process or the research and development of,
therapeutics for depression during the one-year period after the Separation Date.
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f. Attorneys’ Fees. The Company will reimburse you for or pay directly (at the
Company’s option) up to $10,000 of your attorneys’ fees incurred

in the negotiation of this Agreement (the “Attorneys’ Fees Payment”). The Company will make the Attorneys’ Fees Payment to you or your attorney
within ten (10) business days of the latest of (i) the Effective Date; (ii) the date your attorney submits an invoice to the Company; (iii) the date your
attorney submits a completed IRS Form
W-9 to the Company; and (iv) the date you submit a completed IRS Form W-9 to the Company. You and the
Company agree that the Attorneys’ Fees Payment shall not
constitute wages and shall not be subject to payroll deductions or withholdings. No amounts
will be withheld for taxes from such payment. You agree that you and your legal counsel shall be solely responsible for payment of any taxes that may
be due
on the Attorneys’ Fees Payment. You further agree to indemnify, defend, and hold harmless the Company, and its officers and directors in their
individual capacities, from any liability for any taxes, fines, penalties or interest that may be
assessed by any taxing authority with respect to the
Attorneys’ Fees Payment.

4. HEALTH
INSURANCE. Unless you follow the procedures set forth in this paragraph, your participation in the Company’s group health insurance
plan will end on the last day of the month in which the
Separation Date occurs. To the extent provided by the federal COBRA law or, if applicable, state
insurance laws, and by the Company’s current group health insurance policies, you may be eligible to continue your group health insurance benefits
at
your own expense following the Separation Date, with the potential for certain amounts to be paid by the Company as stated in Section 3(b). Later, you
may be able to convert to an individual policy through the provider of the Company’s
health insurance, if you wish. If applicable, you will be provided
with a separate notice describing your rights and obligations under COBRA and a form for electing COBRA coverage.

5. STOCK OPTIONS. You have been granted certain options to purchase shares of the
Company’s common stock (collectively, the “Options”),
pursuant to the Company’s applicable equity incentive plan(s), stock option agreement and other grant documents (collectively, the “Option
Documents”).
Under the terms of the Option Documents, vesting of the Options will cease as of the Separation Date; however, as an additional benefit
to you, if you satisfy the Severance Preconditions, then: (i) the Company will modify and accelerate
your vesting schedule to provide that all unvested
shares subject to the Options will be deemed fully vested and exercisable as of the Separation Date; and (ii) the Company will extend the period of time
in which you are required to exercise
vested shares subject to the Options until the date that is one (1) year after the termination of your Continuous
Service (as defined in the Company’s applicable equity incentive plan(s)) (the “Option Exercise Extension”).
Except as expressly set forth in this
paragraph, the Options remain subject to the terms of the Option Documents.
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You understand that you must affirmatively accept the Option Exercise Extension as described below. If you
accept the Option Exercise Extension and
the Option Exercise Extension becomes effective, to the extent applicable, such options will no longer qualify as incentive stock options (“ISOs”) and
will instead be treated for tax purposes
as nonqualified stock options (“NSOs”). As a result, you understand that you will lose certain advantageous tax
treatment relating to ISOs and you must satisfy all applicable tax withholding obligations upon exercise of the Options.

Your ability to accept the Option Exercise Extension in respect of any of your options will be open until the earliest of (i) March 10, 2023
(which, for the
avoidance of doubt, is no greater than twenty-nine (29) calendar days from the date the Option Exercise Extension was first offered to you) and (ii) the
date your Options expire or earlier terminate in accordance with their
terms (11:59 p.m. Pacific Time on such date, the “Option Offer Expiration
Time”). You acknowledge that failure to accept the Option Exercise Extension on or before the Option Offer Expiration Time only impacts your right to
the
Option Exercise Extension and not any other provision of this Agreement.

To accept (or decline) the Option Exercise Extension, you must deliver a fully
completed and signed Option Exercise Extension Election Form, attached
hereto as Exhibit C to Phoebe Ingraham (phoebe.ingraham@eliemtx.com), on or prior to the Option Offer Expiration Time.

If this Agreement is revoked or otherwise does not become effective in accordance with its terms, then any acceptance of the Option Exercise Extension
will be
disregarded and will be of no force or effect. You acknowledge that if you fail to accept the Option Exercise Extension on or prior to the Option
Offer Expiration Time, then the Option Exercise Extension will not apply to any of your Options and
such Options will continue to be governed by their
existing terms (including the three (3) month post-termination exercise period).

The Company
makes no representation or guarantees regarding the status of any of your Options as ISOs or otherwise. You acknowledge that the
Company is not providing tax advice to you and that you have been advised by the Company to seek independent tax advice
with respect to the exercise
and modification of the options and any other compensation and benefits that you are receiving under this Agreement.

6. ADVISORY/CONSULTING ENGAGEMENT. The Company has engaged you as a
consultant starting on the Separation Date. If you do not timely
sign and return this Agreement, then your consulting engagement will end immediately forty-five (45) days after the date you received this Agreement.
If you execute but timely
revoke this Agreement, then your consulting engagement will end immediately on the date of such revocation. If you do not
timely sign and return the Separation Date Release, then your consulting engagement will end immediately forty-five
(45) days after the Separation
Date. If you execute but timely revoke the Separation Date Release, then your consulting engagement will end immediately on the date of such
revocation. If you satisfy the Severance Preconditions, then the Company
will continue your consulting engagement on the terms specified below:
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(a) Consulting Period. Your consulting engagement will begin on the Separation
Date and will continue until August 10, 2023, unless

terminated earlier pursuant to Section 6(g) below. Your full consulting engagement will be referred to as the “Consulting Period.”

(b) Consulting Services. You agree to provide consulting services to the Company in any area of your expertise and as requested
by the
Company (the “Consulting Services”) during the Consulting Period. During the Consulting Period, you will report directly to Andrew Levin, Executive
Chairman. You agree to exercise the highest degree of professionalism and
utilize your expertise and creative talents in performing these services. You
will not be required to report to the Company’s offices during the Consulting Period, except as specifically requested by the Company. When providing
such services,
you shall abide by the Company’s policies and procedures.

(c) Consulting Fees. During the Consulting Period and
provided that you remain in compliance with this Agreement, you will receive as a
monthly retainer of $750 (the “Retainer”) in addition to $750 per hour for each hour of Consulting Services the Company requests you to perform and
you actually perform for the Company (the “Hourly Fees,” together with the Retainer, the “Consulting Fees”). The Retainer will be paid monthly in
arrears, on or within fifteen (15) calendar days after the end
of the month during which the Consulting Services are performed and shall be prorated for
any partial month of service. The Hourly Fees will be paid on or within thirty (30) calendar days after the Company’s receipt and approval of your
invoice for a particular calendar month of service during the Consulting Period. No Consulting Fees will be owed or paid prior to the date this
Agreement has been executed and become effective by its terms. The Company will not withhold from the
Consulting Fees any amount for taxes, social
security or other payroll deductions. The Company will report your Consulting Fees on an IRS Form 1099. You acknowledge that you will be entirely
responsible for payment of any taxes that may be due with
regard to the Consulting Fees, and you hereby indemnify, defend and save harmless the
Company, and its officers and directors in their individual capacities, from any liability for any taxes, penalties or interest that may be assessed by any
taxing
authority with respect to the Consulting Fees. The Company encourages you to obtain professional advice from an advisor of your choice with
respect to the tax treatment of, and any and all tax issues with respect to, the Consulting Fees.

(d) Independent Contractor Status. Your relationship with the Company during the Consulting Period will be that of an
independent
contractor, and nothing in this Agreement is intended to, or should be construed to, create a partnership, agency, joint venture or employment
relationship after the Separation Date. You will not be entitled to any of the benefits which
the Company may make available to its employees, including
but not limited to, group health or life insurance, profit-sharing or retirement benefits, and you acknowledge and agree that your relationship with the
Company during the Consulting Period
will not be subject to the Fair Labor Standards Act or other laws or regulations governing employment
relationships. Notwithstanding the foregoing, this Agreement does not amend or abrogate in any manner any benefit continuation or conversion rights
provided by the provision of a benefit plan or by law arising out of your previous employment relationship with the Company.
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(e) Limitations on Authority. You will have no responsibilities or authority as
a consultant to the Company other than as provided above.

You will have no authority to bind the Company to any contractual obligations, whether written, oral or implied, except with my express written
authorization. You agree not to represent or
purport to represent the Company in any manner whatsoever to any third party unless authorized by the
Company, in writing, to do so.

(f) Proprietary Information and Inventions. You agree that, during the Consulting Period and thereafter, you will not use or
disclose any
confidential or proprietary information or materials of the Company, including any confidential or proprietary information that you obtain or develop in
the course of performing the Consulting Services. Notwithstanding the foregoing,
pursuant to 18 U.S.C. Section 1833(b), you shall not be held
criminally or civilly liable under any Federal or State trade secret law for the disclosure of a trade secret that: (1) is made in confidence to a Federal,
State, or local
government official, either directly or indirectly, or to an attorney, and solely for the purpose of reporting or investigating a suspected
violation of law; or (2) is made in a complaint or other document filed in a lawsuit or other
proceeding, if such filing is made under seal. Any and all
work product you create in the course of performing the Consulting Services will be the sole and exclusive property of the Company. You hereby assign
to the Company all right, title, and
interest in all inventions, techniques, processes, materials, and other intellectual property developed in the course of
performing the Consulting Services. In addition, both during and after your employment and the Consulting Period, you
acknowledge your continuing
obligations under the Confidentiality Agreement, including your obligations not to use or disclose any confidential or proprietary information of the
Company.

(g) Termination of Consulting Period. You may terminate the Consulting Period at any time and for any reason upon thirty
(30) days’
advance notice to the Company. In addition, the Company may terminate the consulting relationship at any time upon your breach of any provisions of
this Agreement, any other agreement between you and the Company, or any
Company policy. Upon termination of the Consulting Period by either party,
you will not be expected to perform any other Consulting Services or other services, any vesting or other benefits from the Company will cease, and you
will no longer be
permitted to call yourself a “consultant” of the Company, nor to otherwise state that you are associated with the Company in any way.

(h) Other Work Activities. Throughout the Consulting Period, you retain the right to engage in employment, consulting, or other
work
relationships in addition to your work for the Company. In order to protect the trade secrets and confidential and proprietary information of the
Company, you agree that, during the Consulting Period, you will not obtain employment with or
perform competitive work for any business entity, or
engage in any other work activity that is competitive with the Company.
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(i) Representations. You represent and warrant that, after the Separation Date,
you will be self-employed in an independently established

trade, occupation, or business, plan to maintain and operate a business that is separate and independent from the Company’s business, plan to hold
yourself out to the public as
independently competent and available to provide applicable services similar to the Consulting Services, have obtained
and/or expect to obtain clients or customers other than the Company for whom you will perform services, and will perform work for
the Company that
you understand is outside the usual course of the Company’s business. The Company will make reasonable arrangements to enable you to perform your
work for the Company at such times and in such a manner so that it will not
interfere with other activities in which you may engage.

7. OTHER COMPENSATION OR
BENEFITS. By executing this Agreement, you acknowledge and agree that the Company’s obligations to provide
you with any severance benefits or any other payments are hereby extinguished (except for
the benefits described in this Agreement). You further
expressly acknowledge and agree that the Severance Benefits, and other benefits provided herein, are in full and complete satisfaction of, and exceed,
the Company’s obligations to pay you
severance benefits or any other payments pursuant the Employment Agreement, and any other agreements, plans
or policies, and that this Agreement hereby supersedes and extinguishes any severance benefits you are or could be eligible to receive under
that
agreement and any employment agreement, plan, policy or other agreement applicable to you. You also acknowledge that, except as expressly provided
in this Agreement, you have not earned and will not receive from the Company any additional
compensation (including base salary, bonus, incentive
compensation, or equity), severance, or benefits before or after the Separation Date, with the exception of any vested right you may have under the
express terms of a written ERISA-qualified
benefit plan (e.g., 401(k) account) or any vested stock options.

8. EXPENSE REIMBURSEMENTS.
You agree that, within thirty (30) days after the Separation Date, you will submit your final documented
expense reimbursement statement reflecting all business expenses you incurred through the Separation Date, if any, for which you seek
reimbursement.
The Company will reimburse you for these expenses pursuant to its regular business practice.

9. RELEASE
OF CLAIMS BY YOU.

a. General Release of Claims. In exchange for the
consideration provided to you under this Agreement to which you would not otherwise be
entitled, you hereby generally and completely release the Company, and its affiliated, related, parent and subsidiary entities, and its and their current and
former directors, officers, employees, shareholders, partners, agents, attorneys, predecessors, successors, insurers, affiliates, and assigns from any and all
claims, liabilities, demands, causes of action, and obligations, both known and unknown,
arising from or in any way related to events, acts, conduct, or
omissions occurring at any time prior to and including the date you sign this Agreement.
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b. Scope of Release. This general release includes, but is not limited to:
(i) all claims arising from or in any way related to your employment with

the Company or the termination of that employment; (ii) all claims related to your compensation or benefits from the Company, including salary,
bonuses, commissions,
vacation pay, expense reimbursements, severance pay, fringe benefits, stock, stock options, or any other ownership, equity, or
profits interests in the Company; (iii) all claims for breach of contract, wrongful termination, and breach of the
implied covenant of good faith and fair
dealing; (iv) all tort claims, including claims for fraud, defamation, emotional distress, and discharge in violation of public policy; and (v) all federal,
state, and local statutory claims,
including claims for discrimination, harassment, retaliation, attorneys’ fees, or other claims arising under the federal
Civil Rights Act of 1964 (as amended), the federal Americans with Disabilities Act of 1990, the Age Discrimination in
Employment Act (“ADEA”), the
Washington Law Against Discrimination (RCW chapter 49.60; WAC 162-04-10, et seq.), the Washington Family Leave Act,
the Washington Industrial
Welfare Act, and the Washington Minimum Wage Act. Notwithstanding the foregoing, you are not releasing the Company hereby from any obligation to
indemnify you pursuant to the Articles and Bylaws of the Company, any valid
fully executed indemnification agreement with the Company (including,
but not limited to, that certain Amended and Restated Indemnification Agreement between you and the Company, dated August 9, 2021), applicable law,
or applicable directors
and officers liability insurance. Also, excluded from this Agreement are any claims that cannot be waived by law.

c. ADEA Release.
You acknowledge that you are knowingly and voluntarily waiving and releasing any rights you have under the ADEA, and that
the consideration given for the waiver and releases you have given in this Agreement is in addition to anything of value to
which you were already
entitled. You further acknowledge that you have been advised, as required by the ADEA, that: (i) your waiver and release does not apply to any rights or
claims arising after the date you sign this Agreement; (ii) you
should consult with an attorney prior to signing this Agreement (although you may choose
voluntarily not to do so); (iii) you have forty-five (45) days to consider this Agreement (although you may choose voluntarily to sign it sooner) and you
specifically agree that negotiated changes, whether material or immaterial, do not extend the forty-five (45) day consideration period; (iv) you have
seven (7) days following the date you sign this Agreement to revoke this Agreement
(in a written revocation sent to me); and (v) this Agreement will not
be effective until the date upon which the revocation period has expired, which will be the eighth day after you sign this Agreement provided that you do
not revoke it (the
“Effective Date”). You also hereby further acknowledge that the Company has provided you with the ADEA disclosure
information (under 29 U.S.C. § 626(f)(1)(H)), attached hereto as
Exhibit B.

d. Protected Rights. You understand that nothing in this Agreement
limits your ability to file a charge or complaint with the Equal Employment
Opportunity Commission, the Department of Labor, the National Labor Relations Board, the Occupational Safety and Health Administration, the
Securities and Exchange
Commission or any other federal, state or local governmental agency or commission (“Government Agencies”). You further
understand this Agreement does not limit your ability to communicate with any Government Agencies or otherwise
participate in any investigation or
proceeding that may be conducted by any Government Agency, including
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providing documents or other information, without notice to the Company. While this Agreement does not limit your right to receive an award for
information provided to the Securities and Exchange
Commission, you understand and agree that, to maximum extent permitted by law, you are
otherwise waiving any and all rights you may have to individual relief based on any claims that you have released and any rights you have waived by
signing this
Agreement. Nothing in this Agreement prevents you from discussing or disclosing: 1) conduct that you reasonably believe to be illegal
discrimination, illegal harassment, illegal retaliation, sexual assault, or a wage and hour violation; 2) conduct
that is recognized as against a clear
mandate of public policy; or 3) the existence of a settlement involving any of the above conduct, provided, however, that the amount of such a settlement
can still be subject to non-disclosure obligations, as can any trade secrets, proprietary information, or confidential information that does not involve
illegal acts.

10. RELEASE OF CLAIMS BY THE COMPANY.
In exchange for the promises provided by you herein, the Company hereby releases you, and your
heirs, executors, administrators, and assigns, from any and all claims, demands, causes of action, and obligations, both known and unknown, arising
from or in any way related to your employment with the Company or the termination of that employment, subject to the provisions below. The released
claims pursuant to this release by the Company include, but are not limited to, claims under any
federal, state or local laws, and/or common law claims
arising under contract or tort theories; provided, however, that this release shall not extend to: (i) any claims arising after the date this Agreement is
signed, including without
limitation any claims for breach of this Agreement; (ii) claims arising at any time from your contractual, statutory, and
common law obligations to refrain from the unauthorized use or disclosure of the Company’s confidential, proprietary,
or trade secret information; or
(iii) claims arising at any time from your willful misconduct.

11. RETURN
OF COMPANY PROPERTY. You agree that, by the end of the Consulting Period, or earlier if requested by the Company, you will
return to the Company all Company documents (and all copies
thereof) and other Company property in your possession or control that you are
reasonably able to locate by the end of the Consulting Period (or earlier if requested by the Company), including, but not limited to, Company files,
notes, drawings,
records, plans, forecasts, reports, studies, analyses, proposals, agreements, drafts, financial and operational information, research and
development information, sales and marketing information, customer lists, prospect information, pipeline
reports, sales reports, personnel information,
specifications, code, software, databases, computer-recorded information, tangible property and equipment (including, but not limited to, computing and
electronic devices, mobile telephones, servers),
credit cards, entry cards, identification badges and keys; and any materials of any kind which contain or
embody any proprietary or confidential information of the Company (and all reproductions or embodiments thereof in whole or in part). You agree
that
you will make a diligent search to locate any such documents, property and information by the close of business on the final business day of the
Consulting Period or close of business on such earlier date as reasonably requested by the Company.
If you have used any personally owned computer or
other electronic device, server, or e-mail system to receive, store, review, prepare or transmit any Company confidential or proprietary data, materials or
information, within five (5) days after the end of the Consulting
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Period (or earlier if requested by the Company), you shall provide the Company with a computer-useable copy of such information and then
permanently delete and expunge such Company confidential
or proprietary information from those systems; and you agree to provide the Company
access to your system as requested to verify that the necessary copying and/or deletion is completed. Your timely compliance with this paragraph is a
condition to
your receipt of the Severance Benefits provided under this Agreement.

12. CONFIDENTIAL
INFORMATION OBLIGATIONS. You acknowledge and reaffirm your continuing obligations under your Confidential
Information, Inventions, Non-Solicitation and Non-Competition Agreement, a copy of which is attached hereto as Exhibit A and incorporated herein by
reference.

13. CONFIDENTIALITY. The provisions of this Agreement will be held in strictest confidence by you
and will not be publicized or disclosed by
you in any manner whatsoever; provided, however, that: (a) you may disclose this Agreement in confidence to your immediate family and to your
attorneys, accountants, tax preparers and financial
advisors; (b) you may disclose this Agreement insofar as such disclosure may be necessary to enforce
its terms or as otherwise required by law; and (c) you may make such statements and disclosures as set forth in the section of this
Agreement entitled
“Protected Rights.” In particular, and without limitation, you agree not to disclose the terms of this Agreement to any current or former Company
employee or independent contractor. You acknowledge that nothing in this
Agreement prevents you from discussing or disclosing information about
unlawful acts in the workplace, such as harassment, discrimination, retaliation, or any other conduct that you have reason to believe is unlawful.

14. MUTUAL
NON-DISPARAGEMENT. You agree not to disparage the Company, its officers, directors, employees, shareholders, parents,
subsidiaries, affiliates,
and agents, in any manner likely to be harmful to its or their business, business reputation, or personal reputation. Similarly, the
Company agrees that the Company’s current executive officers and members of its Board of Directors shall not
disparage you in any manner likely to be
harmful to you or your business or personal reputation. Notwithstanding the foregoing sentences in this paragraph, you and the Company (including
each of the Company’s executive officers and members of
its Board of Directors) may respond accurately and fully to any request for information if
required by legal process or in connection with a government investigation. In addition, nothing in this provision or this Agreement is intended to
prohibit
or restrain any party in any manner from making disclosures protected under the whistleblower provisions of federal or state law or regulation
or other applicable law or regulation or as set forth in the section of this Agreement entitled
“Protected Rights.” Should the Company or any of its
officers, directors, employees, shareholders, parents, subsidiaries, affiliates, or agents make any public statement about you, directly or indirectly or by
implication or insinuation,
that is likely to be harmful to your business or personal reputation, any truthful response by you to any such statement shall
be deemed to be not a breach of this Section 14.
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15. NO VOLUNTARY ADVERSE
ACTION. You agree that you will not voluntarily (except in response to legal compulsion or as permitted under

the section of this Agreement entitled “Protected Rights”) assist any person in bringing or pursuing any
proposed or pending (as of the date this
Agreement is signed) litigation, arbitration, administrative claim or other formal proceeding against the Company, its parent or subsidiary entities,
affiliates, officers, directors, employees or agents.

16. COOPERATION. You agree to cooperate reasonably with the Company in connection
with its actual or contemplated defense, prosecution, or
investigation of any claims or demands by or against third parties, or other matters arising from events, acts, or failures to act that occurred during the
period of your employment by the
Company. Such reasonable cooperation includes, without limitation, making yourself available to the Company upon
reasonable notice, without subpoena, to provide complete, truthful and accurate information in witness interviews, depositions, and
trial testimony. The
Company will reimburse you for reasonable out-of-pocket expenses you incur in connection with any such cooperation (excluding foregone wages) and
will make reasonable efforts to accommodate your scheduling needs.

17. NO
ADMISSIONS. You understand and agree that the promises and payments in consideration of this Agreement shall not be construed to be
an admission of any liability or obligation by the Company to you or
to any other person, and that the Company makes no such admission.

18.
REPRESENTATIONS. You hereby represent that you have: been paid all compensation owed and for all hours worked; received all leave and
leave benefits and protections for which you are eligible
pursuant to the Family and Medical Leave Act or otherwise; and not suffered any on-the-job
injury for which you have not already filed a workers’ compensation
claim.

19. BREACH. The parties agree that upon any material breach of this
Agreement, the breaching party will forfeit all of the benefits of this
Agreement. The parties further acknowledge that it may be impossible to assess the damages caused by violation of the terms of Sections 11, 12, 13 and
14 of this Agreement and
further agree that any threatened or actual violation or breach of those Sections of this Agreement will constitute immediate
and irreparable injury to the non-breaching party. The parties therefore agree
that, in addition to any and all other damages and remedies available to the
non-breaching party upon a material breach of this Agreement, the non-breaching party shall
be entitled to an injunction to prevent violation or breach
of this Agreement. If either party is successful in whole or part in any legal or equitable action to enforce this Agreement, then the enforcing party is
entitled to recover from the other
party all of the costs, including reasonable attorneys’ fees, incurred in enforcing the terms of this Agreement.

20.
MISCELLANEOUS. This Agreement, including its exhibits, constitutes the complete, final and exclusive embodiment of the entire agreement
between you and the Company with regard to its subject matter. It is entered into without
reliance on any promise or representation, written or oral, other
than those expressly contained herein, and it supersedes any other such promises,
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warranties or representations. This Agreement may not be modified or amended except in a writing signed by both you and a duly authorized officer of
the Company. This Agreement will bind the
heirs, personal representatives, successors and assigns of both you and the Company, and inure to the
benefit of both you and the Company, their heirs, successors and assigns. If any provision of this Agreement is determined to be invalid or
unenforceable, in whole or in part, this determination will not affect any other provision of this Agreement and the provision in question will be
modified by the court so as to be rendered enforceable to the fullest extent permitted by law,
consistent with the intent of the parties. This Agreement
will be deemed to have been entered into and will be construed and enforced in accordance with the laws of the State of Washington without regard to
conflict of laws principles. Any ambiguity
in this Agreement shall not be construed against either party as the drafter. Any waiver of a breach of this
Agreement shall be in writing and shall not be deemed to be a waiver of any successive breach. This Agreement may be executed in
counterparts and
electronic or facsimile signatures will suffice as original signatures.

If this Agreement is acceptable to you, please sign below and
return the original to me. You have forty-five (45) calendar days to decide whether to
accept this Agreement, and the Company’s offer contained herein will automatically expire if you do not sign and return it within that timeframe.

We wish you the best in your future endeavors.
 
Sincerely,

By:  /s/ Andrew Levin
 Andrew Levin
 Executive Chairman

I HAVE READ, UNDERSTAND AND AGREE
FULLY TO THE FOREGOING AGREEMENT:
 
/s/ Robert W. Azelby
Robert W. Azelby

February 13, 2023
Date
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EXHIBIT A

EMPLOYEE CONFIDENTIAL INFORMATION, INVENTIONS, NON-SOLICITATION

AND NON-COMPETITION AGREEMENT
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EXHIBIT B

DISCLOSURE UNDER TITLE 29 U.S. CODE SECTION 626(f)(1)(H)

 
Confidentiality Provision:

 
The information contained in this document is private and confidential. You may not disclose this information to anyone
except your professional advisors.

 

1. The severance package program applies to Eliem Therapeutics, Inc. (the “Company”) employees in
the United States.
 

2. Within the category listed above, the following criteria were used to select positions in which the
employee is eligible for the severance package
program: the Company’s assessment of its current and projected business and cost-reduction needs including in light of the decision to explore
future options for the Company; plans for various of
its business functions; ability for certain functions to be absorbed by others; non-essential,
surplus and redundant positions and/or services; and individual employee job performance, skill sets, experience,
education and training. Not all
criteria were used to make every selection.

 

3. All eligible employees who have attained the age of 40 years or older by the time of their anticipated
employment termination date will have up to
forty-five (45) days to review the terms and conditions of the severance package and seven (7) days to revoke the release of claims under the Age
Discrimination in Employment Act of 1967, as
amended.

 
EMPLOYEES
ELIGIBLE FOR THE TERMINATION PROGRAM
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EMPLOYEES
NOT ELIGIBLE FOR THE TERMINATION PROGRAM
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EXHIBIT C

OPTION EXERCISE EXTENSION ELECTION FORM
(INCENTIVE STOCK OPTIONS ONLY)

This Option
Exercise Election Form (“Election Form”) is provided pursuant to Section 5 of the Agreement to which this Exhibit C is attached. Any
terms used but not defined in this Exhibit C will have the meanings ascribed to such terms in
the Agreement.

You must deliver this completed and signed Election Form to Phoebe Ingraham (phoebe.ingraham@eliemtx.com) on or prior to
the Option Offer
Expiration Time. Failure to accept the Option Exercise Extension on or before the Option Offer Expiration Time only impacts your right to the
Option Exercise Extension with respect to your options and not any other provision
of the Agreement.

Your delivery of this Election Form in accordance with the terms and conditions of the Agreement will be deemed effective upon
receipt by Phoebe
Ingraham (phoebe.ingraham@eliemtx.com) but in no event will the extension be effective if the Agreement is not signed, is revoked or otherwise does
not become effective in accordance with its terms). If you fail to accept the
Option Exercise Extension on or prior to the Option Offer Expiration Time,
then the Option Exercise Extension will not apply to your options, and such options will continue to be governed by their existing terms.

Subject to the terms and conditions of the Agreement, you hereby elect to ACCEPT or DECLINE, as applicable, the Option Exercise Extension with
respect to your
options as set forth below:
 

ACCEPT   DECLINE
☐   ☐

You acknowledge and agree that if you accept the Option Exercise Extension and the Option Exercise Extension is effective,
such options will
no longer qualify as ISOs and will instead be treated for tax purposes as NSOs. As a result, you understand that you will lose certain advantageous
tax treatment relating to ISOs and you must satisfy all applicable tax
withholding obligations upon exercise of the options. The Company strongly
encourages you to consult with your tax advisor regarding the decision to accept or reject the Option Exercise Extension.

Robert W. Azelby, an individual
 
Dated: ________________, 2023    SIGNATURE:     
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Exhibit 10.2
 

 

PRIVATE & CONFIDENTIAL

February 13, 2023

Erin M. Lavelle
[Redacted]
[Redacted]

Dear Erin,

This letter sets forth the substance
of the transition, separation and consulting agreement (the “Agreement”) that Eliem Therapeutics, Inc. (the
“Company”) is offering to you to aid in your employment transition.

1. CONTINUED EMPLOYMENT. If you timely sign this Agreement and allow it to become
effective, then your employment with the Company
will continue through March 10th, 2023, which will become your employment termination date (the “Separation
Date”), unless either you or the
Company terminates your employment sooner as provided in Section 2. If termination occurs earlier than March 10th, 2023, the actual date of
termination shall become the “Separation Date” for purposes of this Agreement.

2. TRANSITION
PERIOD.

a. Duties. Between now and the Separation Date (the “Transition Period”), you will be
expected to transition your duties and responsibilities and
provide services to the Company in any area of your expertise, as requested by the Company. You agree to perform your Transition Period services in
good faith and to the best of your
abilities. During the Transition Period, you must continue to comply with all of the Company’s policies and procedures
and with all of your statutory and contractual obligations to the Company, including without limitation, your obligations
under your Confidential
Information, Inventions, Non-Solicitation and Non-Competition Agreement (the “Confidentiality Agreement,” a copy of which is
attached hereto as
Exhibit B), which you acknowledge and agree are contractual commitments that remain binding upon you, both during and after the Transition Period.

b. Compensation & Benefits. During the Transition Period, you will continue to be paid at your current base
salary rate (which will be paid
according to the Company’s regular payroll practices) and you will remain eligible to participate in Company benefit plans pursuant to the terms of
those plans. Except as expressly set forth in this section, you
will not be able to participate in any bonus, commissions, or incentive program.
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c. Termination / Severance Eligibility. Nothing in this Agreement alters your
employment at will status. Accordingly, during the Transition

Period either you or the Company may terminate your employment, with or without Cause (as defined in the Executive Employment Agreement
between you and the Company, dated October 1,
2020, as amended on July 27, 2021 (the “Employment Agreement”)) or for Good Reason (as defined
in the Employment Agreement) or not, upon notice to the other. However, as an additional benefit to you, if the Company terminates
your employment
without Cause, if you resign for Good Reason, or if your employment terminates by virtue of death or Disability (as defined in the Employment
Agreement) prior to March 10, 2023, then you or your estate, as the case may be, will
remain eligible for the Severance Benefits below, subject to the
Severance Preconditions as set forth below (other than the precondition that you remain employed through March 10, 2023). Effective as of the
Separation Date, you hereby resign
from every other officer position (including your positions as Executive Vice President, Chief Operating Officer and
Chief Financial Officer) and other positions you may hold with the Company.

d. No Cause. The Company represents that as of the date this Agreement is signed, it is not aware of any information that would justify
your
termination for Cause.

3. ACCRUED SALARY AND PAID
TIME OFF. On or before the next regularly scheduled payroll date following the Separation Date, the Company
will pay you all accrued salary and all accrued and unused paid time off earned through the
Separation Date, subject to standard payroll deductions and
withholdings. You are entitled to this payment regardless of whether or not you sign this Agreement.

4. SEVERANCE BENEFITS. You are eligible for severance pursuant to
Section 6.1 of the Employment Agreement, provided, however, that per this
Agreement the Company is offering you enhanced severance benefits above the benefits contained in your Employment Agreement. If you: (i) timely
sign
this Agreement and allow it to become effective, (ii) comply with your obligations under it and remain employed by the Company through
March 10, 2023, and (iii) on or within forty-five (45) days after the Separation Date, you
execute and return to the Company the Separation Date
Release attached hereto as Exhibit A (the “Separation Date Release”) and allow the releases contained in the Separation Date Release to become
effective
(collectively, the “Severance Preconditions”), then the Company will provide you with the following severance benefits (the “Severance
Benefits”), in full satisfaction of the obligations under the Employment
Agreement:

a. Severance Payments. The Company will make a one-time, lump sum severance
payment to you of $726,570, which is equivalent to eighteen
times your monthly base salary in effect on the Separation Date, subject to standard payroll deductions and withholdings. This payment will be made on
the first regularly scheduled pay date
following the Release Effective Date (as defined in the Separation Date Release).
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b. COBRA. As an additional severance benefit under this Agreement, provided that you
satisfy the Severance Preconditions set forth above and

timely elect continued coverage under COBRA, the Company shall (at its discretion) directly pay or reimburse you for the COBRA premiums to
continue your health insurance coverage (including
coverage for eligible dependents, if applicable) through the period (the “COBRA Premium
Period”) starting on the Separation Date and ending on the earliest to occur of: (i) the date that is eighteen (18) months following
the Separation Date;
(ii) the date you become eligible for group health insurance coverage through a new employer; or (iii) the date you cease to be eligible for COBRA
coverage for any reason. If the Company elects to reimburse you, then
you must timely pay your premiums, and then provide documentation to the
Company, to obtain reimbursement for your COBRA premiums under this paragraph. In the event you become covered under another employer’s group
health plan or otherwise
cease to be eligible for COBRA during the COBRA Premium Period, you must immediately notify the Company in writing.
Notwithstanding the above, if the Company determines in its sole discretion that it cannot provide the foregoing COBRA Severance
without potentially
violating applicable law (including, without limitation, Section 2716 of the Public Health Service Act) or if it otherwise determines to provide cash
severance instead of paying COBRA Premiums, the Company can in lieu
thereof provide to you a taxable cash payment (monthly or in other
installments as determined by the Company) in an amount equal to the monthly COBRA premium that you would be required to pay to continue your
group health coverage in effect on the
date of your termination (which amount shall be based on the premium for the first month of COBRA coverage),
which payments shall end no later than the earlier of (x) the date upon which you obtain other coverage or (y) the last day of the
eighteenth (18th)
calendar month following your Separation from Service date, and which such payments you may, but are not obligated to, use for medical expenses. If
you become eligible for health insurance coverage under another employer’s
group health plan or through self-employment, or if you otherwise cease to
be eligible for COBRA coverage, you must immediately notify the Company, and the Company’s obligation to pay COBRA premiums shall cease.

c. Annual Bonus. In addition, the Company will make a payment to you in the amount of $326,957, subject to applicable deductions and
withholdings, which is equivalent to one-and-a-half (1.5) times the Target Amount (as defined in the Employment Agreement) of the
Annual Bonus (as
defined in the Employment Agreement) in effect for the year in which the Separation Date occurs. This payment will be paid in a lump sum in the next
payroll cycle following the Release Effective Date.

d. Accelerated Vesting and Extension of Exercise Period. The Company will also provide you with accelerated vesting of each of your
equity
awards outstanding as of the Separation Date and extend the exercise period of your Options (as defined below), as described in Section 6.

e. Waiver of Certain Non-Competition Obligations. The Company will agree not to enforce your non-competition obligation set forth in
Section 6 of the Confidentiality Agreement as it pertains to prohibiting you from soliciting, performing, or providing, or attempting to perform or
provide
Conflicting Services (as defined in the Confidentiality Agreement) for any person or organization that provides products or services, or is
engaged in the process or the research and development of, therapeutics for depression during the one-year period after the Separation Date.
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f. Attorneys’ Fees. The Company will reimburse you for or pay directly (at the
Company’s option) up to $10,000 of your attorneys’ fees incurred

in the negotiation of this Agreement (the “Attorneys’ Fees Payment”). The Company will make the Attorneys’ Fees Payment to you or your attorney
within ten (10) business days of the latest of (i) the Release Effective Date; (ii) the date your attorney submits an invoice to the Company; (iii) the date
your attorney submits a completed IRS Form W-9 to the Company; and (iv) the date you submit a completed IRS Form W-9 to the Company. You and
the Company agree that the Attorneys’ Fees Payment shall not
constitute wages and shall not be subject to payroll deductions or withholdings. No
amounts will be withheld for taxes from such payment. You agree that you and your legal counsel shall be solely responsible for payment of any taxes
that may be due
on the Attorneys’ Fees Payment. You further agree to indemnify, defend, and hold harmless the Company, and its officers and directors
in their individual capacities, from any liability for any taxes, fines, penalties or interest that may be
assessed by any taxing authority with respect to the
Attorneys’ Fees Payment.

5. HEALTH
INSURANCE. Unless you follow the procedures set forth in this paragraph, your participation in the Company’s group health insurance
plan will end on the last day of the month in which the
Separation Date occurs. To the extent provided by the federal COBRA law or, if applicable, state
insurance laws, and by the Company’s current group health insurance policies, you may be eligible to continue your group health insurance benefits
at
your own expense following the Separation Date, with the potential for certain amounts to be paid by the Company as stated in Section 4(b). Later, you
may be able to convert to an individual policy through the provider of the Company’s
health insurance, if you wish. If applicable, you will be provided
with a separate notice describing your rights and obligations under COBRA and a form for electing COBRA coverage.

6. STOCK OPTIONS. You have been granted certain options to purchase shares of the
Company’s common stock (collectively, the “Options”),
pursuant to the Company’s applicable equity incentive plan(s), stock option agreement and other grant documents (collectively, the “Option
Documents”).
Under the terms of the Option Documents, vesting of the Options will cease as of the Separation Date; however, as an additional benefit
to you, if you satisfy the Severance Preconditions, then: (i) the Company will modify and accelerate
your vesting schedule to provide that all unvested
shares subject to the Options will be deemed fully vested and exercisable as of the Separation Date; and (ii) the Company will extend the period of time
in which you are required to exercise
vested shares subject to the Options until the date that is one (1) year after the termination of your Continuous
Service (as defined in the Company’s applicable equity incentive plan(s)) (the “Option Exercise Extension”).
Except as expressly set forth in this
paragraph, the Options remain subject to the terms of the Option Documents.
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You understand that you must affirmatively accept the Option Exercise Extension as described below. If you
accept the Option Exercise Extension and
the Option Exercise Extension becomes effective, to the extent applicable, such options will no longer qualify as incentive stock options (“ISOs”) and
will instead be treated for tax purposes
as nonqualified stock options (“NSOs”). As a result, you understand that you will lose certain advantageous tax
treatment relating to ISOs and you must satisfy all applicable tax withholding obligations upon exercise of the Options.

Your ability to accept the Option Exercise Extension in respect of any of your options will be open until the earliest of (i) March 10, 2023
(which, for the
avoidance of doubt, is no greater than twenty-nine (29) calendar days from the date the Option Exercise Extension was first offered to you) and (ii) the
date your Options expire or earlier terminate in accordance with their
terms (11:59 p.m. Pacific Time on such date, the “Option Offer Expiration
Time”). You acknowledge that failure to accept the Option Exercise Extension on or before the Option Offer Expiration Time only impacts your right to
the
Option Exercise Extension and not any other provision of this Agreement.

To accept (or decline) the Option Exercise Extension, you must deliver a fully
completed and signed Option Exercise Extension Election Form, attached
hereto as Exhibit D to Phoebe Ingraham (phoebe.ingraham@eliemtx.com), on or prior to the Option Offer Expiration Time.

If this Agreement is revoked or otherwise does not become effective in accordance with its terms, then any acceptance of the Option Exercise Extension
will be
disregarded and will be of no force or effect. You acknowledge that if you fail to accept the Option Exercise Extension on or prior to the Option
Offer Expiration Time, then the Option Exercise Extension will not apply to any of your Options and
such Options will continue to be governed by their
existing terms (including the three (3) month post-termination exercise period).

The Company
makes no representation or guarantees regarding the status of any of your Options as ISOs or otherwise. You acknowledge that the
Company is not providing tax advice to you and that you have been advised by the Company to seek independent tax advice
with respect to the exercise
and modification of the options and any other compensation and benefits that you are receiving under this Agreement.

7. ADVISORY/CONSULTING ENGAGEMENT. The Company has engaged you as a
consultant starting on the Separation Date. If you do not timely
sign and return this Agreement, then your consulting engagement will end immediately forty-five (45) days after the date you received this Agreement.
If you execute but timely
revoke this Agreement, then your consulting engagement will end immediately on the date of such revocation. If you do not
timely sign and return the Separation Date Release, then your consulting engagement will end immediately forty-five
(45) days after the Separation
Date. If you execute but timely revoke the Separation Date Release, then your consulting engagement will end immediately on the date of such
revocation. If you satisfy the Severance Preconditions, then the Company
will continue your consulting engagement on the terms specified below:
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(a) Consulting Period. Your consulting engagement will begin on the Separation
Date and will continue until September 10, 2023, unless

terminated earlier pursuant to Section 7(g) below. Your full consulting engagement will be referred to as the “Consulting Period.”

(b) Consulting Services. You agree to provide consulting services to the Company in any area of your expertise and as requested
by the
Company (the “Consulting Services”) during the Consulting Period. During the Consulting Period, you will report directly to Andrew Levin, Executive
Chairman. You agree to exercise the highest degree of professionalism and
utilize your expertise and creative talents in performing these services. You
will not be required to report to the Company’s offices during the Consulting Period, except as specifically requested by the Company. When providing
such services,
you shall abide by the Company’s policies and procedures.

(c) Consulting Fees. During the Consulting Period and
provided that you remain in compliance with this Agreement, you will receive as a
monthly retainer of $750 (the “Retainer”) in addition to $750 per hour for each hour of Consulting Services the Company requests you to perform and
you actually perform for the Company (the “Hourly Fees,” together with the Retainer, the “Consulting Fees”). The Retainer will be paid monthly in
arrears, on or within fifteen (15) calendar days after the end
of the month during which the Consulting Services are performed and shall be prorated for
any partial month of service. The Hourly Fees will be paid on or within thirty (30) calendar days after the Company’s receipt and approval of your
invoice for a particular calendar month of service during the Consulting Period. No Consulting Fees will be owed or paid prior to the date this
Agreement has been executed and become effective by its terms. The Company will not withhold from the
Consulting Fees any amount for taxes, social
security or other payroll deductions. The Company will report your Consulting Fees on an IRS Form 1099. You acknowledge that you will be entirely
responsible for payment of any taxes that may be due with
regard to the Consulting Fees, and you hereby indemnify, defend and save harmless the
Company, and its officers and directors in their individual capacities, from any liability for any taxes, penalties or interest that may be assessed by any
taxing
authority with respect to the Consulting Fees. The Company encourages you to obtain professional advice from an advisor of your choice with
respect to the tax treatment of, and any and all tax issues with respect to, the Consulting Fees.

(d) Independent Contractor Status. Your relationship with the Company during the Consulting Period will be that of an
independent
contractor, and nothing in this Agreement is intended to, or should be construed to, create a partnership, agency, joint venture or employment
relationship after the Separation Date. You will not be entitled to any of the benefits which
the Company may make available to its employees, including
but not limited to, group health or life insurance, profit-sharing or retirement benefits, and you acknowledge and agree that your relationship with the
Company during the Consulting Period
will not be subject to the Fair Labor Standards Act or other laws or regulations governing employment
relationships. Notwithstanding the foregoing, this Agreement does not amend or abrogate in any manner any benefit continuation or conversion rights
provided by the provision of a benefit plan or by law arising out of your previous employment relationship with the Company.
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(e) Limitations on Authority. You will have no responsibilities or authority as
a consultant to the Company other than as provided above.

You will have no authority to bind the Company to any contractual obligations, whether written, oral or implied, except with my express written
authorization. You agree not to represent or
purport to represent the Company in any manner whatsoever to any third party unless authorized by the
Company, in writing, to do so.

(f) Proprietary Information and Inventions. You agree that, during the Consulting Period and thereafter, you will not use or
disclose any
confidential or proprietary information or materials of the Company, including any confidential or proprietary information that you obtain or develop in
the course of performing the Consulting Services. Notwithstanding the foregoing,
pursuant to 18 U.S.C. Section 1833(b), you shall not be held
criminally or civilly liable under any Federal or State trade secret law for the disclosure of a trade secret that: (1) is made in confidence to a Federal,
State, or local
government official, either directly or indirectly, or to an attorney, and solely for the purpose of reporting or investigating a suspected
violation of law; or (2) is made in a complaint or other document filed in a lawsuit or other
proceeding, if such filing is made under seal. Any and all
work product you create in the course of performing the Consulting Services will be the sole and exclusive property of the Company. You hereby assign
to the Company all right, title, and
interest in all inventions, techniques, processes, materials, and other intellectual property developed in the course of
performing the Consulting Services. In addition, both during and after your employment and the Consulting Period, you
acknowledge your continuing
obligations under the Confidentiality Agreement, including your obligations not to use or disclose any confidential or proprietary information of the
Company.

(g) Termination of Consulting Period. You may terminate the Consulting Period at any time and for any reason upon thirty
(30) days’
advance notice to the Company. In addition, the Company may terminate the consulting relationship at any time upon your breach of any provisions of
this Agreement, any other agreement between you and the Company, or any
Company policy. Upon termination of the Consulting Period by either party,
you will not be expected to perform any other Consulting Services or other services, any vesting or other benefits from the Company will cease, and you
will no longer be
permitted to call yourself a “consultant” of the Company, nor to otherwise state that you are associated with the Company in any way.

(h) Other Work Activities. Throughout the Consulting Period, you retain the right to engage in employment, consulting, or other
work
relationships in addition to your work for the Company. In order to protect the trade secrets and confidential and proprietary information of the
Company, you agree that, during the Consulting Period, you will not obtain employment with or
perform competitive work for any business entity, or
engage in any other work activity that is competitive with the Company.
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(i) Representations. You represent and warrant that, after the Separation Date,
you will be self-employed in an independently established

trade, occupation, or business, plan to maintain and operate a business that is separate and independent from the Company’s business, plan to hold
yourself out to the public as
independently competent and available to provide applicable services similar to the Consulting Services, have obtained
and/or expect to obtain clients or customers other than the Company for whom you will perform services, and will perform work for
the Company that
you understand is outside the usual course of the Company’s business. The Company will make reasonable arrangements to enable you to perform your
work for the Company at such times and in such a manner so that it will not
interfere with other activities in which you may engage.

8. OTHER COMPENSATION OR
BENEFITS. By executing this Agreement, you acknowledge and agree that the Company’s obligations to provide
you with any severance benefits or any other payments are hereby extinguished (except for
the benefits described in this Agreement). You further
expressly acknowledge and agree that the Severance Benefits, and other benefits provided herein, are in full and complete satisfaction of, and exceed,
the Company’s obligations to pay you
severance benefits or any other payments pursuant the Employment Agreement, and any other agreements, plans
or policies, and that this Agreement hereby supersedes and extinguishes any severance benefits you are or could be eligible to receive under
that
agreement and any employment agreement, plan, policy or other agreement applicable to you. You also acknowledge that, except as expressly provided
in this Agreement, you have not earned and will not receive from the Company any additional
compensation (including base salary, bonus, incentive
compensation, or equity), severance, or benefits before or after the Separation Date, with the exception of any vested right you may have under the
express terms of a written ERISA-qualified
benefit plan (e.g., 401(k) account) or any vested stock options.

9. EXPENSE REIMBURSEMENTS.
You agree that, within thirty (30) days after the Separation Date, you will submit your final documented
expense reimbursement statement reflecting all business expenses you incurred through the Separation Date, if any, for which you seek
reimbursement.
The Company will reimburse you for these expenses pursuant to its regular business practice.

10. RELEASE
OF CLAIMS BY YOU.

a. General Release of Claims. In exchange for
the consideration provided to you under this Agreement to which you would not otherwise be
entitled, you hereby generally and completely release the Company, and its affiliated, related, parent and subsidiary entities, and its and their current and
former directors, officers, employees, shareholders, partners, agents, attorneys, predecessors, successors, insurers, affiliates, and assigns from any and all
claims, liabilities, demands, causes of action, and obligations, both known and unknown,
arising from or in any way related to events, acts, conduct, or
omissions occurring at any time prior to and including the date you sign this Agreement.
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b. Scope of Release. This general release includes, but is not limited to:
(i) all claims arising from or in any way related to your employment with

the Company or the termination of that employment; (ii) all claims related to your compensation or benefits from the Company, including salary,
bonuses, commissions,
vacation pay, expense reimbursements, severance pay, fringe benefits, stock, stock options, or any other ownership, equity, or
profits interests in the Company; (iii) all claims for breach of contract, wrongful termination, and breach of the
implied covenant of good faith and fair
dealing; (iv) all tort claims, including claims for fraud, defamation, emotional distress, and discharge in violation of public policy; and (v) all federal,
state, and local statutory claims,
including claims for discrimination, harassment, retaliation, attorneys’ fees, or other claims arising under the federal
Civil Rights Act of 1964 (as amended), the federal Americans with Disabilities Act of 1990, the Age Discrimination in
Employment Act (“ADEA”), the
Washington Law Against Discrimination (RCW chapter 49.60; WAC 162-04-10, et seq.), the Washington Family Leave Act,
the Washington Industrial
Welfare Act, and the Washington Minimum Wage Act. Notwithstanding the foregoing, you are not releasing the Company hereby from any obligation to
indemnify you pursuant to the Articles and Bylaws of the Company, any valid
fully executed indemnification agreement with the Company (including,
but not limited to, that certain Indemnification Agreement between you and the Company, dated August 9, 2021), applicable law, or applicable directors
and officers liability
insurance. Also, excluded from this Agreement are any claims that cannot be waived by law.

c. ADEA Release. You acknowledge that
you are knowingly and voluntarily waiving and releasing any rights you have under the ADEA, and that
the consideration given for the waiver and releases you have given in this Agreement is in addition to anything of value to which you were already
entitled. You further acknowledge that you have been advised, as required by the ADEA, that: (i) your waiver and release does not apply to any rights or
claims arising after the date you sign this Agreement; (ii) you should consult with an
attorney prior to signing this Agreement (although you may choose
voluntarily not to do so); (iii) you have forty-five (45) days to consider this Agreement (although you may choose voluntarily to sign it sooner) and you
specifically agree that
negotiated changes, whether material or immaterial, do not extend the forty-five (45) day consideration period; (iv) you have
seven (7) days following the date you sign this Agreement to revoke this Agreement (in a written revocation
sent to me); and (v) this Agreement will not
be effective until the date upon which the revocation period has expired, which will be the eighth day after you sign this Agreement provided that you do
not revoke it. You also hereby further
acknowledge that the Company has provided you with the ADEA disclosure information (under 29 U.S.C.
§ 626(f)(1)(H)), attached hereto as Exhibit C.

d. Protected Rights. You understand that nothing in this Agreement limits your ability to file a charge or complaint with the Equal
Employment
Opportunity Commission, the Department of Labor, the National Labor Relations Board, the Occupational Safety and Health Administration, the
Securities and Exchange Commission or any other federal, state or local governmental agency or
commission (“Government Agencies”). You further
understand this Agreement does not limit your ability to communicate with any Government Agencies or otherwise participate in any investigation or
proceeding that may be conducted by
any Government Agency, including
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providing documents or other information, without notice to the Company. While this Agreement does not limit your right to receive an award for
information provided to the Securities and Exchange
Commission, you understand and agree that, to maximum extent permitted by law, you are
otherwise waiving any and all rights you may have to individual relief based on any claims that you have released and any rights you have waived by
signing this
Agreement. Nothing in this Agreement prevents you from discussing or disclosing: 1) conduct that you reasonably believe to be illegal
discrimination, illegal harassment, illegal retaliation, sexual assault, or a wage and hour violation; 2) conduct
that is recognized as against a clear
mandate of public policy; or 3) the existence of a settlement involving any of the above conduct, provided, however, that the amount of such a settlement
can still be subject to non-disclosure obligations, as can any trade secrets, proprietary information, or confidential information that does not involve
illegal acts.

11. RELEASE OF CLAIMS BY THE
COMPANY. In exchange for the promises provided by you herein, the Company hereby releases you, and your
heirs, executors, administrators, and assigns, from any and all claims, demands, causes of
action, and obligations, both known and unknown, arising
from or in any way related to your employment with the Company or the termination of that employment, subject to the provisions below. The released
claims pursuant to this release by the
Company include, but are not limited to, claims under any federal, state or local laws, and/or common law claims
arising under contract or tort theories; provided, however, that this release shall not extend to: (i) any claims
arising after the date this Agreement is
signed, including without limitation any claims for breach of this Agreement; (ii) claims arising at any time from your contractual, statutory, and
common law obligations to refrain from the unauthorized
use or disclosure of the Company’s confidential, proprietary, or trade secret information; or
(iii) claims arising at any time from your willful misconduct.

12. RETURN OF COMPANY PROPERTY. You agree that, by
the end of the Consulting Period, or earlier if requested by the Company, you will
return to the Company all Company documents (and all copies thereof) and other Company property in your possession or control that you are
reasonably able to locate
by the end of the Consulting Period (or earlier if requested by the Company), including, but not limited to, Company files,
notes, drawings, records, plans, forecasts, reports, studies, analyses, proposals, agreements, drafts, financial and
operational information, research and
development information, sales and marketing information, customer lists, prospect information, pipeline reports, sales reports, personnel information,
specifications, code, software, databases,
computer-recorded information, tangible property and equipment (including, but not limited to, computing and
electronic devices, mobile telephones, servers), credit cards, entry cards, identification badges and keys; and any materials of any kind
which contain or
embody any proprietary or confidential information of the Company (and all reproductions or embodiments thereof in whole or in part). You agree that
you will make a diligent search to locate any such documents, property and
information by the close of business on the final business day of the
Consulting Period or close of business on such earlier date as reasonably requested by the Company. If you have used any personally owned computer or
other electronic device,
server, or e-mail system to receive, store, review, prepare or transmit any Company confidential or proprietary data, materials or
information, within five (5) days after the end of the Consulting
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Period (or earlier if requested by the Company), you shall provide the Company with a computer-useable copy of such information and then
permanently delete and expunge such Company confidential
or proprietary information from those systems; and you agree to provide the Company
access to your system as requested to verify that the necessary copying and/or deletion is completed. Your timely compliance with this paragraph is a
condition to
your receipt of the Severance Benefits provided under this Agreement.

13. CONFIDENTIAL
INFORMATION OBLIGATIONS. You acknowledge and reaffirm your continuing obligations under your Confidential
Information, Inventions, Non-Solicitation and Non-Competition Agreement, a copy of which is attached hereto as Exhibit B and incorporated herein by
reference.

14. CONFIDENTIALITY. The provisions of this Agreement will be held in strictest confidence by you
and will not be publicized or disclosed by
you in any manner whatsoever; provided, however, that: (a) you may disclose this Agreement in confidence to your immediate family and to your
attorneys, accountants, tax preparers and financial
advisors; (b) you may disclose this Agreement insofar as such disclosure may be necessary to enforce
its terms or as otherwise required by law; and (c) you may make such statements and disclosures as set forth in the section of this
Agreement entitled
“Protected Rights.” In particular, and without limitation, you agree not to disclose the terms of this Agreement to any current or former Company
employee or independent contractor. You acknowledge that nothing in this
Agreement prevents you from discussing or disclosing information about
unlawful acts in the workplace, such as harassment, discrimination, retaliation, or any other conduct that you have reason to believe is unlawful.

15. MUTUAL
NON-DISPARAGEMENT. You agree not to disparage the Company, its officers, directors, employees, shareholders, parents,
subsidiaries, affiliates,
and agents, in any manner likely to be harmful to its or their business, business reputation, or personal reputation. Similarly, the
Company agrees that the Company’s current executive officers and members of its Board of Directors shall not
disparage you in any manner likely to be
harmful to you or your business or personal reputation. Notwithstanding the foregoing sentences in this paragraph, you and the Company (including
each of the Company’s executive officers and members of
its Board of Directors) may respond accurately and fully to any request for information if
required by legal process or in connection with a government investigation. In addition, nothing in this provision or this Agreement is intended to
prohibit
or restrain any party in any manner from making disclosures protected under the whistleblower provisions of federal or state law or regulation
or other applicable law or regulation or as set forth in the section of this Agreement entitled
“Protected Rights.” Should the Company or any of its
officers, directors, employees, shareholders, parents, subsidiaries, affiliates, or agents make any public statement about you, directly or indirectly or by
implication or insinuation,
that is likely to be harmful to your business or personal reputation, any truthful response by you to any such statement shall
be deemed to be not a breach of this Section 15.
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16. NO VOLUNTARY ADVERSE
ACTION. You agree that you will not voluntarily (except in response to legal compulsion or as permitted under

the section of this Agreement entitled “Protected Rights”) assist any person in bringing or pursuing any
proposed or pending (as of the date this
Agreement is signed) litigation, arbitration, administrative claim or other formal proceeding against the Company, its parent or subsidiary entities,
affiliates, officers, directors, employees or agents.

17. COOPERATION. You agree to cooperate reasonably with the Company in connection
with its actual or contemplated defense, prosecution, or
investigation of any claims or demands by or against third parties, or other matters arising from events, acts, or failures to act that occurred during the
period of your employment by the
Company. Such reasonable cooperation includes, without limitation, making yourself available to the Company upon
reasonable notice, without subpoena, to provide complete, truthful and accurate information in witness interviews, depositions, and
trial testimony. The
Company will reimburse you for reasonable out-of-pocket expenses you incur in connection with any such cooperation (excluding foregone wages) and
will make reasonable efforts to accommodate your scheduling needs.

18. NO
ADMISSIONS. You understand and agree that the promises and payments in consideration of this Agreement shall not be construed to be
an admission of any liability or obligation by the Company to you or
to any other person, and that the Company makes no such admission.

19.
REPRESENTATIONS. You hereby represent that you have: been paid all compensation owed and for all hours worked; received all leave and
leave benefits and protections for which you are eligible
pursuant to the Family and Medical Leave Act or otherwise; and not suffered any on-the-job
injury for which you have not already filed a workers’ compensation
claim.

20. BREACH. The parties agree that upon any material breach of this
Agreement, the breaching party will forfeit all of the benefits of this
Agreement. The parties further acknowledge that it may be impossible to assess the damages caused by violation of the terms of Sections 12, 13, 14 and
15 of this Agreement and
further agree that any threatened or actual violation or breach of those Sections of this Agreement will constitute immediate
and irreparable injury to the non-breaching party. The parties therefore agree
that, in addition to any and all other damages and remedies available to the
non-breaching party upon a material breach of this Agreement, the non-breaching party shall
be entitled to an injunction to prevent violation or breach
of this Agreement. If either party is successful in whole or part in any legal or equitable action to enforce this Agreement, then the enforcing party is
entitled to recover from the other
party all of the costs, including reasonable attorneys’ fees, incurred in enforcing the terms of this Agreement.

21.
MISCELLANEOUS. This Agreement, including its exhibits, constitutes the complete, final and exclusive embodiment of the entire agreement
between you and the Company with regard to its subject matter. It is entered into without
reliance on any promise or representation, written or oral, other
than those expressly contained herein, and it supersedes any other such promises,
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warranties or representations. This Agreement may not be modified or amended except in a writing signed by both you and a duly authorized officer of
the Company. This Agreement will bind the
heirs, personal representatives, successors and assigns of both you and the Company, and inure to the
benefit of both you and the Company, their heirs, successors and assigns. If any provision of this Agreement is determined to be invalid or
unenforceable, in whole or in part, this determination will not affect any other provision of this Agreement and the provision in question will be
modified by the court so as to be rendered enforceable to the fullest extent permitted by law,
consistent with the intent of the parties. This Agreement
will be deemed to have been entered into and will be construed and enforced in accordance with the laws of the State of Washington without regard to
conflict of laws principles. Any ambiguity
in this Agreement shall not be construed against either party as the drafter. Any waiver of a breach of this
Agreement shall be in writing and shall not be deemed to be a waiver of any successive breach. This Agreement may be executed in
counterparts and
electronic or facsimile signatures will suffice as original signatures.

If this Agreement is acceptable to you, please sign below and
return the original to me. You have forty-five (45) calendar days to decide whether to
accept this Agreement, and the Company’s offer contained herein will automatically expire if you do not sign and return it within that timeframe.

We wish you the best in your future endeavors.

Sincerely,
 
By:  /s/ Andrew Levin

 Andrew Levin
 Executive Chairman

I HAVE READ, UNDERSTAND AND AGREE
FULLY TO THE FOREGOING AGREEMENT:
 

/s/ Erin M. Lavelle
Erin M. Lavelle

February 13, 2023
Date
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EXHIBIT A

(To be signed and returned on or within forty-five (45) days after the Separation Date.)

In consideration for the severance benefits provided to me by Eliem Therapeutics, Inc. (the “Company”) pursuant to the terms of the
transition,
separation and consulting agreement between me and the Company to which this Exhibit is attached (the “Agreement”), I agree to the terms below.
Capitalized terms used but not defined herein shall have the meanings
ascribed to them in the Agreement.

I hereby represent that: (a) I have been paid all compensation owed and have been paid for all hours worked for
the Company through the Separation
Date; (b) I have received all the leave and leave benefits and protections for which I am eligible pursuant to the federal Family and Medical Leave Act
or otherwise; and (c) I have not suffered any on-the-job injury for which I have not already filed a workers’ compensation claim.

I hereby generally and completely release the Company and its current and former directors, officers, employees, members, participants, partners,
agents, attorneys, predecessors, successors, parent and subsidiary entities, insurers, affiliates, and assigns (collectively, the “Released Parties”) from
any and all claims, liabilities and obligations, both known and unknown, that
arise out of or are in any way related to events, acts, conduct, or omissions
occurring prior to or on the date that I sign this Separation Date Release (the “Release”). This general release includes, but is not limited to:
(i) all
claims arising out of or in any way related to my employment with the Company, or the termination of that employment; (ii) all claims related to my
compensation or benefits from the Company, including salary, bonuses, commissions,
vacation pay, paid time off, expense reimbursements, severance
pay, fringe benefits, and contributions to retirement plan; (iii) all claims for breach of contract (including breach of the Severance Agreement), wrongful
termination, and breach
of the implied covenant of good faith and fair dealing; (iv) all tort claims, including claims for fraud, defamation, emotional
distress, and discharge in violation of public policy; and (v) all federal, state, and local statutory claims,
including claims for discrimination, harassment,
retaliation, attorneys’ fees, or other claims arising under the federal Civil Rights Act of 1964 (as amended), the federal Americans with Disabilities Act
of 1990, the federal Age Discrimination
in Employment Act of 1967 (the “ADEA”), the Washington Law Against Discrimination (RCW chapter 49.60;
WAC 162-04-10, et seq.), the Washington
Family Leave Act, the Washington Industrial Welfare Act, and the Washington Minimum Wage Act.

I acknowledge that I am knowingly and voluntarily waiving
and releasing any rights I may have under the ADEA. I also acknowledge that the
consideration given for the waiver and releases in this Release is in addition to anything of value to which I am already entitled. I further acknowledge
that I have
been advised by this writing, as required by the ADEA, that: (a) my waiver and release does not apply to any rights or claims that arise after
the date I sign this Release; (b) I should consult with an attorney prior to signing this
Release; (c) I have forty-five (45) days to consider this Release
(although I may choose to voluntarily sign it sooner); (d) I have seven (7) days following the date I sign this Release to revoke it (by providing written
notice
of my
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revocation to the Company); and (e) the Release will not be effective until the date upon which the revocation period has expired unexercised, which
will be the eighth day after I sign it
(the “Release Effective Date”). I also hereby further acknowledge that the Company has provided me with the
ADEA disclosure information (under 29 U.S.C. § 626(f)(1)(H)), attached as an exhibit to the
Agreement.

Notwithstanding the foregoing, I am not releasing the Company hereby from any obligation to indemnify me pursuant to the Articles and
Bylaws of the
Company, any valid fully executed indemnification agreement with the Company (including, but not limited to, that certain Indemnification Agreement
between you and the Company, dated August 9, 2021), applicable law, or applicable
directors and officers liability insurance. Also, excluded from this
Release are any claims that cannot be waived by law.

I understand that nothing in
this Release limits my ability to file a charge or complaint with the Equal Employment Opportunity Commission, the
Department of Labor, the National Labor Relations Board, the Occupational Safety and Health Administration, the Securities and
Exchange
Commission or any other federal, state or local governmental agency or commission (“Government Agencies”). I further understand this Release does
not limit my ability to communicate with any Government Agencies or otherwise
participate in any investigation or proceeding that may be conducted
by any Government Agency, including providing documents or other information, without notice to the Company. While this Release does not limit my
right to receive an award for
information provided to the Securities and Exchange Commission, I understand and agree that, to maximum extent
permitted by law, I am otherwise waiving any and all rights I may have to individual relief based on any claims that I have released and
any rights I have
waived by signing this Release. Nothing in this Release prevents me from discussing or disclosing: 1) conduct that I reasonably believe to be illegal
discrimination, illegal harassment, illegal retaliation, sexual assault, or a
wage and hour violation; 2) conduct that is recognized as against a clear
mandate of public policy; or 3) the existence of a settlement involving any of the above conduct, provided, however, that the amount of such a settlement
can still be
subject to non-disclosure obligations, as can any trade secrets, proprietary information, or confidential information that does not involve
illegal acts.

This Release, together with the Agreement (and its exhibits), constitutes the entire agreement between me and the Company with respect to the subject
matter
hereof. I am not relying on any representation not contained herein or in the Agreement.
 

By:   
 Erin M. Lavelle

Date:   
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EXHIBIT B

EMPLOYEE CONFIDENTIAL INFORMATION, INVENTIONS, NON-SOLICITATION

AND NON-COMPETITION AGREEMENT
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EXHIBIT C

DISCLOSURE UNDER TITLE 29 U.S. CODE SECTION 626(f)(1)(H)

 
Confidentiality Provision:

  
The information contained in this document is private and confidential. You may not disclose this information to anyone
except your professional advisors.

 

1. The severance package program applies to Eliem Therapeutics, Inc. (the “Company”) employees in
the United States.
 

2. Within the category listed above, the following criteria were used to select positions in which the
employee is eligible for the severance package
program: the Company’s assessment of its current and projected business and cost-reduction needs including in light of the decision to explore
future options for the Company; plans for various of
its business functions; ability for certain functions to be absorbed by others; non-essential,
surplus and redundant positions and/or services; and individual employee job performance, skill sets, experience,
education and training. Not all
criteria were used to make every selection.

 

3. All eligible employees who have attained the age of 40 years or older by the time of their anticipated
employment termination date will have up to
forty-five (45) days to review the terms and conditions of the severance package and seven (7) days to revoke the release of claims under the Age
Discrimination in Employment Act of 1967, as
amended.

 
EMPLOYEES
ELIGIBLE FOR THE TERMINATION PROGRAM
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EMPLOYEES
NOT ELIGIBLE FOR THE TERMINATION PROGRAM
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EXHIBIT D

OPTION EXERCISE EXTENSION ELECTION FORM
(INCENTIVE STOCK OPTIONS ONLY)

This Option
Exercise Election Form (“Election Form”) is provided pursuant to Section 6 of the Agreement to which this Exhibit D is attached. Any
terms used but not defined in this Exhibit D will have the meanings ascribed to such terms in
the Agreement.

You must deliver this completed and signed Election Form to Phoebe Ingraham (phoebe.ingraham@eliemtx.com) on or prior to the
Option Offer
Expiration Time. Failure to accept the Option Exercise Extension on or before the Option Offer Expiration Time only impacts your right to the
Option Exercise Extension with respect to your options and not any other provision of
the Agreement.

Your delivery of this Election Form in accordance with the terms and conditions of the Agreement will be deemed effective upon receipt
by Phoebe
Ingraham (phoebe.ingraham@eliemtx.com) but in no event will the extension be effective if the Agreement is not signed, is revoked or otherwise does
not become effective in accordance with its terms). If you fail to accept the Option
Exercise Extension on or prior to the Option Offer Expiration Time,
then the Option Exercise Extension will not apply to your options, and such options will continue to be governed by their existing terms.

Subject to the terms and conditions of the Agreement, you hereby elect to ACCEPT or DECLINE, as applicable, the Option Exercise Extension with
respect to your
options as set forth below:
 

ACCEPT   DECLINE
☐   ☐

You acknowledge and agree that if you accept the Option Exercise Extension and the Option Exercise Extension is effective,
such options will
no longer qualify as ISOs and will instead be treated for tax purposes as NSOs. As a result, you understand that you will lose certain advantageous
tax treatment relating to ISOs and you must satisfy all applicable tax
withholding obligations upon exercise of the options. The Company strongly
encourages you to consult with your tax advisor regarding the decision to accept or reject the Option Exercise Extension.

Erin M. Lavelle, an individual
 
Dated: ________________, 2023                    SIGNATURE:     
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Exhibit 99.1

 

Eliem Therapeutics Provides Strategic Update and Announces Leadership Transition

February 9, 2023

Company to focus on
Kv7.2/3 channel opener program and development of lead candidate, ETX-123

Pausing clinical
development of ETX-155 for Major Depressive Disorder (MDD) due to challenging capital environment

Implementing corporate reorganization to extend cash runway into 2027

SEATTLE and CAMBRIDGE, United Kingdom, Feb. 09, 2023 (GLOBE NEWSWIRE) -- Eliem Therapeutics, Inc. (Nasdaq: ELYM) (“Eliem” or the
“Company”), a biotechnology company focused on developing novel therapies for neuronal excitability disorders to address unmet needs in psychiatry,
epilepsy, chronic pain, and other disorders of the peripheral and central nervous systems,
today provided a strategic business update and announced a
leadership transition.

 
Pipeline Reprioritization

The Company’s Board of Directors has determined that it is in the best interests of the Company and its stockholders to
re-prioritize Eliem’s pipeline to
focus on its high potential preclinical Kv7.2/3 program (“Kv7 Program”) and the development of its lead Kv7.2/3 candidate,
ETX-123. Kv7.2/3 is a
target that has clinical validation in epilepsy and pain, with further potential in depression disorders. Eliem has identified multiple Kv7.2/3 modulators in
a novel and highly
differentiated chemical space, and its lead candidate, ETX-123, has demonstrated excellent potency, selectivity, and in vivo
anticonvulsant activity. The Company plans to commence a first-in-human Phase 1 trial in the first half of 2024.

In connection with its
focus on the Kv7 Program, the Company will pause all further development of ETX-155, a novel GABAA receptor positive
allosteric modulator neuroactive
steroid (“GABA A PAM”) that is Phase 2-ready for major depressive disorder (MDD), with the potential to also pursue
development in
epilepsy. The Company has completed Phase 1 clinical trials, which demonstrated an encouraging pharmacokinetic, safety and
tolerability profile for the 60-milligram dose of
ETX-155. A Phase 2a clinical trial in subjects with MDD was ready to initiate in the current quarter.
However, the Board determined that, given current capital market conditions and investor sentiment around
the GABAA PAM opportunity in MDD, it is
not in the best interests of the Company or its stockholders to invest in the Phase 2a MDD trial at this time. Eliem would like to thank employees,
investigators and vendors who were operationalizing the Phase 2a clinical trial.

Corporate Reorganization and Leadership Transition

As a result of the decision to pause the development of ETX-155 and focus on the Kv7 Program, the Board has approved a
corporate reorganization plan
to conserve financial resources. As part of the reorganization, the Company will reduce its workforce by approximately 55% in the first half of 2023.

The Company will continue its focus on treatments for neuronal excitability disorders, and is retaining its core R&D team, led by Dr. Valerie
Morisset,
EVP R&D and Chief Scientific Officer. This team will carry on driving ETX-123 development forward and executing on other pipeline opportunities,
including other opportunities for the Kv7 Program.

Eliem has also announced today that, in connection with this reorganization, Bob Azelby, president and chief executive officer, and a member of the
Eliem
Board, will be departing the Company and the Board imminently, and Andrew Levin, current Chairman of the Board, has been appointed as
Executive Chairman overseeing the
day-to-day operations of the Company, effective upon Mr. Azelby’s departure.

In addition, Erin Lavelle, executive vice president, chief operating officer and chief financial officer, and Jim Bucher, executive vice president and
general
counsel, will depart the Company following a short transition period.

“We are excited about this next chapter for Eliem with our encouraging Kv7
Program, utilizing a proven mechanism of action, which we believe has the
potential to improve the lives of patients suffering from a variety of CNS disorders. We believe the Company is well positioned to execute on
ETX-123
and the overall Kv7 Program, and our current balance sheet provides us significant runway to see the program through compelling data catalysts,” said
Dr. Levin. “On behalf of the full
Board, I extend my deepest gratitude to Bob, Erin, and Jim for their leadership and contributions to Eliem, and to our
departing employees for all their efforts on behalf of the Company.”

The Company preliminarily estimates that its cash, cash equivalents and marketable securities were $123.6 million as of December 31, 2022. This
preliminary estimate is not a comprehensive statement of the Company’s financial results for the year ended December 31, 2022 and has not been
audited, reviewed, or compiled by its independent registered public accounting firm. The
Company’s current cash, cash equivalents and marketable
securities are expected to fund operations into 2027, with further guidance to be provided as clinical data is available for the Kv7 Program.

Overview of Eliem’s Kv7.2/3 Channel Opener Program

The Company’s preclinical program targets the Kv7.2/3 potassium channel (Kv7), a target that has clinical validation in pain and epilepsy.
 

  •   The Company has initiated the scaling up synthesis of its lead candidate
ETX-123, to enable the initiation of IND-enabling safety studies,
with Phase 1 studies planned to initiate in the first half of 2024.



  •   The Company’s novel Kv7 compounds, including additional
pre-candidates, have demonstrated high potency and differentiated selectivity
in electrophysiology assays, and in vivo anticonvulsant activity in the maximal electroshock seizure (MES) rat model.

 

  •   The Company has filed foundational intellectual property claims on its novel Kv7 compounds.

About Eliem Therapeutics, Inc.

Eliem Therapeutics, Inc. is a biotechnology company focused on developing novel therapies for neuronal excitability disorders to address unmet needs
in
psychiatry, epilepsy, chronic pain, and other disorders of the peripheral and central nervous systems. These disorders often occur when neurons are
overly excited or inhibited, leading to an imbalance, and our focus is on restoring homeostasis. We
are developing a pipeline of clinically differentiated
product candidates focused on validated mechanisms of action with broad therapeutic potential to deliver improved therapeutics for patients with these
disorders. Eliem channels its experience,
energy, and passion for improving patients’ quality of life to fuel our efforts to develop life-changing novel
therapies. At its core, the Eliem team is motivated by the promise of helping patients live happier, more fulfilling lives.
https://eliemtx.com/

Forward-Looking Statements

This press release contains forward-looking statements, including, without limitation, statements relating to: the advancement of Eliem’s pipeline; the
continued development and clinical and therapeutic potential of Eliem’s Kv7 channel opener program; Eliem’s planned activities and expectations for
the Kv7 channel opener program, including the initiation of
IND-enabling safety studies and Phase 1 studies, and the timing thereof; Eliem’s belief that
it is well financed and that its current cash, cash equivalents and marketable securities will fund operations
into 2027; Eliem’s commitment to
developing therapies targeting neuronal excitability disorders; and certain of Eliem’s preliminary financial results as of December 31, 2022. Words such
as “advanced,” “believe,”
“encouraging,” “excited,” “expected,” “focus,” “initiate,” “planned,” “positioned,” “potential,” “progressing,” “remain,”
“reported,”
“would,” or other similar expressions, identify forward-looking statements, but the absence of these words does not necessarily mean that a
statement is not forward-looking. In addition, any statements that refer to expectations,
projections or other characterizations of future events or
circumstances are forward-looking statements. The forward-looking statements in this press release are based upon Eliem’s current plans, assumptions,
beliefs, expectations, estimates
and projections, and involve substantial risks and uncertainties. Actual results and the timing of events could differ
materially from those anticipated in the forward-looking statements due to these risks and uncertainties as well as other factors,
which include, without
limitation: the clinical, therapeutic and commercial value of the Kv7 program; risks related to the potential failure of the Kv7 program to demonstrate
safety and efficacy in clinical testing; Eliem’s ability to initiate
and conduct clinical trials and studies of Kv7 program sufficient to achieve a positive
completion; Eliem’s ability to obtain and protect intellectual property rights, and operate without infringing on the intellectual property rights of
others;
the uncertain timing and level of expenses associated with Eliem’s preclinical and clinical development activities; the sufficiency of Eliem’s capital and
other resources; risks and uncertainties related to regulatory application,
review and approval processes and Eliem’s compliance with applicable legal
and regulatory requirements; market competition; changes in economic and business conditions; impacts on Eliem’s business due to external events,
including health
pandemics or other contagious outbreaks, such as the COVID-19 pandemic; and other factors discussed under the caption “Risk
Factors” in Eliem’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2022. This filing is available on the SEC’s website at
www.sec.gov. Additional information will also be set forth in Eliem’s other reports and filings
it will make with the SEC from time to time. The
forward-looking statements made in this press release speak only as of the date of this press release. Eliem expressly disclaims any duty, obligation or
undertaking to release publicly any updates or
revisions to any forward-looking statements contained herein to reflect any change in Eliem’s
expectations with regard thereto or any change in events, conditions or circumstances on which any such statements are based.
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