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☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
   



 

Item 8.01 Other Events.

On September 23, 2010, EnteroMedics Inc. (the “Company”) commenced a tender offer to exchange certain outstanding options to purchase shares of the
Company’s common stock granted under the Company’s 2003 Stock Incentive Plan held by its employees for new options as described in the Offer to Exchange
Certain Outstanding Stock Options for New Stock Options, dated September 23, 2010, as amended October 25, 2010 (the “Exchange Offer”). The Exchange
Offer expired at 6:00 p.m. Central Time on October 29, 2010. Pursuant to the Exchange Offer, Eligible Optionholders (as defined in the Exchange Offer
documents) tendered, and the Company accepted for cancellation, Eligible Options (as defined in the Exchange Offer documents) to purchase an aggregate of
481,288 shares of the Company’s common stock, representing 100% of the total shares of common stock underlying the Eligible Options.

On Friday, October 29, 2010, the Company granted new options to purchase 384,629 shares of the Company’s common stock in exchange for the cancellation of
the tendered Eligible Options. The exercise price per share of the new options granted in the Exchange Offer is $1.90, which was the closing price per share of the
Company’s common stock on the NASDAQ Capital Market on October 29, 2010. Each new option has a new vesting schedule and vests such that one-third of
the shares underlying the option are immediately vested on the date of grant and the remaining shares vest monthly for 24 months, conditioned on the employee’s
continued employment with the Company through each applicable vesting date. Upon the occurrence of a “Change in Control” (as defined in the stock option
agreement), 50% of the unvested portion of the new options will become fully vested. In addition, in the event of a Change in Control in which the employment
of the employee is terminated, 100% of the remaining unvested portion of the new option will immediately vest and will be exercisable for five years following
termination of employment. The new options are non-qualified stock options for U.S. federal income tax purposes and have a term of seven years from the date of
grant.
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