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Vanda Pharmaceuticals Inc.
9605 Medical Center Drive, Suite 300

Rockville, Maryland 20850

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On June 16, 2011

Dear Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders (the �Annual Meeting�) of Vanda
Pharmaceuticals Inc., a Delaware corporation (the �Company�). The Annual Meeting will be held on June 16, 2011, at
9:00 a.m. local time at 9605 Medical Center Drive, Rockville, Maryland for the following purposes:

� Proposal 1:  To elect Richard W. Dugan and Vincent J. Milano to serve as Class II directors until the 2014
annual meeting of stockholders;

� Proposal 2:  To ratify the selection by the Audit Committee of PricewaterhouseCoopers LLP as the
independent registered public accounting firm of the Company for the year ending December 31, 2011;

� Proposal 3:  To hold an advisory non-binding vote on executive compensation;

� Proposal 4:  To hold an advisory non-binding vote on the frequency of holding an advisory non-binding vote
on executive compensation; and

� To conduct any other business properly brought before the Annual Meeting or any adjournments or
postponements thereof.

The record date for the Annual Meeting is April 20, 2011. Only stockholders of record at the close of business on that
date may vote at the Annual Meeting or any adjournment thereof. A complete list of such stockholders will be
available for examination at our offices in Rockville, Maryland during normal business hours for a period of ten days
prior to the Annual Meeting.

YOUR VOTE IS IMPORTANT!

Your vote is important. Please vote by using the Internet or by telephone or, if you received a paper copy of the
proxy card by mail, by signing and returning the enclosed proxy card. Instructions for your voting options are
described on the Notice of Internet Availability of Proxy Materials or proxy card.

Important Notice Regarding the Availability of Proxy Materials for the Stockholders Meeting to be held on
June 16, 2011: The proxy statement and annual report are available at www.proxyvote.com.

Your Board of Directors unanimously recommends you vote the proxy card �FOR� the Company�s two director
nominees, Richard W. Dugan and Vincent J. Milano; �FOR� Proposal 2 and Proposal 3; and for �3 years� as your
preferred frequency of holding an advisory non-binding vote on executive compensation.

By Order of the Board of Directors
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James P. Kelly
Senior Vice President, Chief Financial Officer, Secretary and Treasurer

Rockville, Maryland
April 29, 2011

This notice of Annual Meeting and accompanying proxy statement are being distributed or made available to
stockholders on or about April 29, 2011.
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Vanda Pharmaceuticals Inc.
9605 Medical Center Drive, Suite 300

Rockville, Maryland 20850

PROXY STATEMENT
FOR THE 2011 ANNUAL MEETING OF STOCKHOLDERS

June 16, 2011

This proxy statement and proxy card are furnished in connection with the solicitation of proxies to be voted at the
2011 Annual Meeting of Stockholders (the �Annual Meeting�) of Vanda Pharmaceuticals Inc. (sometimes referred to as
�we�, the �Company� or �Vanda�), which will be held on June 16, 2011, at 9:00 a.m. local time at 9605 Medical Center
Drive, Rockville, Maryland.

We are making this proxy statement and our annual report available to stockholders at www.proxyvote.com. On
April 29, 2011, we will begin mailing to our stockholders a notice (the �Notice�) containing instructions on how to
access and review this proxy statement and our annual report at that website. The Notice also instructs you how you
may submit your proxy over the Internet or via telephone. If you would like to receive a printed copy of our proxy
materials, you should follow the instructions for requesting those materials included in the Notice.

QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL AND VOTING

Why am I receiving this proxy statement and proxy card?

You have received these proxy materials because you owned shares of Vanda common stock as of April 20, 2011, the
record date for the Annual Meeting, and our Board of Directors is soliciting your proxy to vote at the Annual Meeting.
This proxy statement describes issues on which we would like you to vote at the Annual Meeting. It also gives you
information on these issues so that you can make an informed decision.

Why did I receive a Notice of Internet Availability of Proxy Materials in the mail instead of a printed set of
proxy materials?

Pursuant to rules adopted by the Securities and Exchange Commission, we are permitted to furnish our proxy
materials over the Internet to our stockholders by delivering a Notice in the mail. As a result, only stockholders that
specifically request a printed copy of the proxy statement will receive one. Instead, the Notice instructs stockholders
on how to access and review the proxy statement and annual report over the Internet at www.proxyvote.com. The
Notice also instructs stockholders on how they may submit their proxy over the Internet. If a stockholder who received
a Notice would like to receive a printed copy of our proxy materials, such stockholder should follow the instructions
for requesting these materials contained in the Notice.

How may I vote at the Annual Meeting?

You are invited to attend the Annual Meeting to vote on the proposals described in this proxy statement. However,
you do not need to attend the meeting to vote your shares. Instead, you may simply follow the instructions below to
submit your proxy via telephone or on the Internet. If you requested a printed set of materials, you may also vote by
mail by signing, dating and returning the proxy card.

When you vote by using the Internet or by telephone or by signing and returning the proxy card, you appoint
Dr. Mihael H. Polymeropoulos and Mr. James P. Kelly as your representatives (or proxyholders) at the Annual
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Meeting. They will vote your shares at the Annual Meeting as you have instructed them or, if an issue that is not on
the proxy card comes up for vote, in accordance with their best judgment. This way, your shares will be voted whether
or not you attend the Annual Meeting.

Who is entitled to vote at the Annual Meeting?

Only stockholders of record at the close of business on April 20, 2011, the record date for the Annual Meeting, will be
entitled to vote at the Annual Meeting. On the record date, there were 28,103,441 shares of the Company�s
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common stock outstanding. All of these outstanding shares are entitled to vote at the Annual Meeting (one vote per
share of common stock) in connection with the matters set forth in this proxy statement.

In accordance with Delaware law, a list of stockholders entitled to vote at the meeting will be available at the place of
the Annual Meeting on June 16, 2011 and will be accessible for ten days prior to the meeting at our principal place of
business, 9605 Medical Center Drive, Suite 300, Rockville, Maryland 20850, between the hours of 9:00 a.m. and
5:00 p.m. local time.

How do I vote?

If on April 20, 2011, your shares were registered directly in your name with our transfer agent, American Stock
Transfer & Trust Company, then you are a stockholder of record. Stockholders of record may vote by using the
Internet, by telephone or (if you received a proxy card by mail) by mail as described below. Stockholders also may
attend the meeting and vote in person. If you hold shares through a bank or broker, please refer to your proxy card,
Notice or other information forwarded by your bank or broker to see which voting options are available to you.

� You may vote by using the Internet.  The address of the website for Internet voting is www.proxyvote.com.
Internet voting is available 24 hours a day and will be accessible until 11:59 p.m. Eastern Time on June 15,
2011. Easy-to-follow instructions allow you to vote your shares and confirm that your instructions have been
properly recorded.

� You may vote by telephone.  The toll-free telephone number is noted on your proxy card. Telephone voting is
available 24 hours a day and will be accessible until 11:59 p.m. Eastern Time on June 15, 2011. Easy-to-follow
voice prompts allow you to vote your shares and confirm that your instructions have been properly recorded.

� You may vote by mail.  If you received a proxy card by mail and choose to vote by mail, simply mark your
proxy card, date and sign it, and return it in the postage-paid envelope.

The method you use to vote will not limit your right to vote at the Annual Meeting if you decide to attend in person.
Written ballots will be passed out to anyone who wants to vote at the Annual Meeting. If you hold your shares in
�street name,� you must obtain a proxy, executed in your favor, from the holder of record to be able to vote in person at
the Annual Meeting.

Can I change my vote after submitting my proxy?

Yes. You can revoke your proxy at any time before the final vote at the Annual Meeting. If you are the record holder
of your shares, you may revoke your proxy in any one of three ways:

� You may submit a subsequent proxy by using the Internet, by telephone or by mail with a later date;

� You may deliver a written notice that you are revoking your proxy to the Secretary of the Company at 9605
Medical Center Drive, Suite 300, Rockville, Maryland 20850; or

� You may attend the Annual Meeting and vote your shares in person. Simply attending the Annual Meeting
without affirmatively voting will not, by itself, revoke your proxy.

If you are a beneficial owner of your shares, you must contact the broker or other nominee holding your shares and
follow their instructions for changing your vote.

Edgar Filing: Vanda Pharmaceuticals Inc. - Form DEF 14A

8



How many votes do you need to hold the Annual Meeting?

A quorum of stockholders is necessary to conduct business at the Annual Meeting. Pursuant to our bylaws, a quorum
will be present if a majority of the voting power of outstanding shares of the Company entitled to vote generally in the
election of directors is represented in person or by proxy at the Annual Meeting. On the record date, there were
28,103,441 shares of common stock outstanding and entitled to vote. Thus 14,051,721 shares must be represented by
stockholders present at the Annual Meeting or represented by proxy to have a quorum.

2
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Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on your behalf
by your broker, bank or other nominee) or if you attend the Annual Meeting and vote in person. Abstentions and
broker non-votes will be counted for the purpose of determining whether a quorum is present for the transaction of
business. If a quorum is not present, the holders of a majority of the votes present at the Annual Meeting may adjourn
the Annual Meeting to another date.

What matters will be voted on at the Annual Meeting?

The following matters are scheduled to be voted on at the Annual Meeting:

� Proposal 1:  To elect Richard W. Dugan and Vincent J. Milano to serve as Class II directors until the 2014
annual meeting of stockholders;

� Proposal 2:  To ratify the selection of PricewaterhouseCoopers LLP as our independent registered public
accountants for the year ending December 31, 2011;

� Proposal 3:  To hold an advisory non-binding vote on executive compensation; and

� Proposal 4:  To hold an advisory non-binding vote on the frequency of holding an advisory non-binding vote
on executive compensation.

No cumulative voting rights are authorized, and dissenters� rights are not applicable to these matters.

Could other matters be decided at the Annual Meeting?

Vanda does not know of any other matters that may be presented for action at the Annual Meeting. Should any other
business come before the Annual Meeting, the persons named on the proxy card will have discretionary authority to
vote the shares represented by proxies in accordance with their best judgment. If you hold shares through a broker,
bank or other nominee as described above, they will not be able to vote your shares on any other business that comes
before the Annual Meeting unless they receive instructions from you with respect to such other business.

What will happen if I do not vote my shares?

Stockholder of Record:  Shares Registered in Your Name.  If you are the stockholder of record of your shares and you
do not vote by proxy card, by telephone, via the Internet or in person at the Annual Meeting, your shares will not be
voted at the Annual Meeting.

Beneficial Owner:  Shares Registered in the Name of Broker or Bank.  Brokers or other nominees who hold shares of
our common stock for a beneficial owner have the discretion to vote on routine proposals when they have not received
voting instructions from the beneficial owner at least ten days prior to the Annual Meeting. A �broker non-vote� occurs
when a broker or other nominee does not receive voting instructions from the beneficial owner and does not have the
discretion to direct the voting of the shares. Under the rules that govern brokers who are voting shares held in street
name, brokers have the discretion to vote those shares on routine matters but not on non-routine matters. Proposal 2 is
the only routine matter in this proxy statement. As such, your broker does not have discretion to vote your shares on
Proposals 1, 3 or 4.

We encourage you to provide instructions to your bank or brokerage firm by voting your proxy. This action ensures
your shares will be voted at the meeting in accordance with your wishes.
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How may I vote for each proposal and what is the vote required for each proposal?

Proposal 1: Election of two Class II directors.

With respect to the election of nominees for director, you may:

� vote �FOR� the election of the two nominees for director;

� �WITHHOLD� your vote for one of the nominees and vote �FOR� the remaining nominee; or

� �WITHHOLD� your vote for the two nominees.

3
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Directors will be elected by a plurality of the votes cast at the Annual Meeting, meaning the two nominees who are
properly nominated in accordance with our bylaws, and receive the most �FOR� votes will be elected. Only votes cast
�FOR� a nominee will be counted. An instruction to �WITHHOLD� authority to vote for one or more of the nominees
will result in those nominees receiving fewer votes, but will not count as a vote against the nominees. Abstentions and
�broker non-votes� will have no effect on the outcome of the election of directors. Because the election of directors is
not a matter on which a broker or other nominee is generally empowered to vote, broker non-votes are expected to
exist in connection with this matter.

Proposal 2: Ratification of the selection of PricewaterhouseCoopers LLP as our independent registered public
accountants for the year ending December 31, 2011.

You may vote �FOR� or �AGAINST� or abstain from voting. To ratify the selection by the audit committee of our board
of directors of PricewaterhouseCoopers LLP as the independent registered public accounting firm of the Company for
the year ending December 31, 2011, the Company must receive a �FOR� vote from a majority of all those outstanding
shares that are present in person, or represented by proxy, and that are cast either affirmatively or negatively on the
proposal at the Annual Meeting. Abstentions and �broker non-votes� will not be counted �FOR� or �AGAINST� the
proposal and will have no effect on the proposal. Because the ratification of the appointment of the independent
registered public accounting firm is a matter on which a broker or other nominee is generally empowered to vote, no
broker non-votes are expected to exist in connection with this matter.

Proposal 3: Advisory non-binding vote on executive compensation.

You may vote �FOR� or �AGAINST� or abstain from voting. To approve, by non-binding vote, the compensation of the
Company�s named executive officers, the Company must receive a �FOR� vote from a majority of all those outstanding
shares that are present in person, or represented by proxy, and that are cast either affirmatively or negatively on the
proposal at the Annual Meeting. Abstentions and �broker non-votes� will not be counted �FOR� or �AGAINST� the
proposal and will have no effect on the proposal. Because Proposal 3 is a non-routine matter, broker non-votes are
expected to exist in connection with this matter.

Proposal 4: Advisory non-binding vote on the frequency of holding an advisory non-binding vote on executive
compensation.

You may cast your vote on your preferred voting frequency by choosing the option of �1 year�, �2 years�, �3 years� or
abstain from voting. The choice among the three choices which receives the highest number of votes will be deemed
the choice of the stockholders. The result of Proposal 4 shall be non-binding on the Company. Abstentions and �broker
non-votes� will not be counted as a vote for any of the three choices and will have no effect on the proposal. Because
Proposal 4 is a non-routine matter, broker non-votes are expected to exist in connection with this matter.

What happens if a director nominee is unable to stand for election?

If a nominee is unable to stand for election, our Board of Directors may either:

� reduce the number of directors that serve on the board; or

� designate a substitute nominee.

If our Board of Directors designates a substitute nominee, shares represented by proxies voted for the nominee who is
unable to stand for election will be voted for the substitute nominee.
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How does our Board of Directors recommend that I vote?

Our board recommends a vote:

� Proposal 1:  �FOR� the election of each of Richard W. Dugan and Vincent J. Milano as Class II directors to
serve a term of three years until our 2014 annual meeting of stockholders;

4
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� Proposal 2:  �FOR� the ratification of PricewaterhouseCoopers LLP as the independent registered public
accounting firm of the Company for the year ending December 31, 2011;

� Proposal 3:  �FOR� the approval of the compensation of our named executive officers; and

� Proposal 4:  for �3 years� as your preferred frequency of holding an advisory vote on executive compensation.

What happens if I sign and return my proxy card but do not provide voting instructions?

If you return a signed and dated proxy card without marking any voting selections, your shares will be voted:

� Proposal 1:  �FOR� the election of each of Richard W. Dugan and Vincent J. Milano as Class II directors;

� Proposal 2:  �FOR� the ratification of PricewaterhouseCoopers LLP as our independent registered public
accounting firm for the year ending December 31, 2011;

� Proposal 3:  �FOR� the approval, in an advisory, non-binding manner, of the compensation of our named
executive officers; and

� Proposal 4:  for �3 years� as your preferred frequency of holding an advisory non-binding vote on executive
compensation.

� If any other matter is properly presented at the Annual Meeting, the proxyholders for shares voted on the proxy
card (i.e. one of the individuals named as proxies on your proxy card) will vote your shares using his best
judgment.

What do I need to show to attend the Annual Meeting in person?

You will need proof of your share ownership (such as a recent brokerage statement or letter from your broker showing
that you owned shares of our common stock as of April 20, 2011) and a form of photo identification. If you do not
have proof of ownership and valid photo identification, you may not be admitted to the Annual Meeting. All bags,
briefcases and packages will be held at registration and will not be allowed in the meeting. We will not permit the use
of cameras (including cell phones with photographic capabilities) and other recording devices in the meeting room.

Who is paying for this proxy solicitation?

The accompanying proxy is being solicited by the Board of Directors of the Company. In addition to this solicitation,
directors and employees of the Company may solicit proxies in person, by telephone, or by other means of
communication. Directors and employees will not be paid any additional compensation for soliciting proxies. In
addition, the Company may also retain one or more third parties to aid in the solicitation of brokers, banks and
institutional and other stockholders. We will pay for the entire cost of soliciting proxies. We may reimburse brokerage
firms, banks and other agents for the cost of forwarding proxy materials to beneficial owners.

What happens if the Annual Meeting is postponed or adjourned?

Unless the polls have closed or you have revoked your proxy, your proxy will still be in effect and may be voted once
the Annual Meeting is reconvened. However, you will still be able to change or revoke your proxy with respect to any
proposal until the polls have closed for voting on such proposal.
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How can I find out the results of the voting at the Annual Meeting?

Preliminary voting results are expected to be announced at the Annual Meeting. Final voting results will be reported
on a Current Report on Form 8-K filed with the SEC no later than June 22, 2011.

5
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How can I find Vanda�s proxy materials and annual report on the Internet?

This proxy statement and the 2010 annual report are available at our corporate website at www.vandapharma.com.
You also can obtain copies without charge at the SEC�s website at www.sec.gov. Additionally, in accordance with
SEC rules, you may access these materials at www.proxyvote.com which does not have �cookies� that identify visitors
to the site.

How do I obtain a separate set of Vanda�s proxy materials if I share an address with other stockholders?

In some cases, stockholders holding their shares in a brokerage or bank account who share the same surname and
address and have not given contrary instructions received only one copy of the Notice. This practice is designed to
reduce duplicate mailings and save printing and postage costs as well as natural resources. If you would like to have a
separate copy of the Notice or our annual report and/or proxy statement mailed to you or to receive separate copies of
future mailings, please submit your request to the address or phone number that appears on your Notice or proxy card.
We will deliver such additional copies promptly upon receipt of such request.

In other cases, stockholders receiving multiple copies at the same address may wish to receive only one. If you would
like to receive only one copy if you now receive more than one, please submit your request to the address or phone
number that appears on your notice or proxy card.

Can I receive future proxy materials and annual reports electronically?

Yes. This proxy statement and the 2010 annual report are available on our investor relations website located at
www.vandapharma.com. Instead of receiving paper copies in the mail, stockholders can elect to receive an email that
provides a link to our future annual reports and proxy materials on the Internet. Opting to receive your proxy materials
electronically will save us the cost of producing and mailing documents to your home or business, will reduce the
environmental impact of our annual meetings and will give you an automatic link to the proxy voting site.

May I propose actions for consideration at next year�s annual meeting or nominate individuals to serve as
directors?

Yes. The following requirements apply to stockholder proposals, including director nominations, for the 2012 annual
meeting of stockholders.

Requirements for Stockholder Proposals to be Considered for Inclusion in Proxy Materials:

Stockholders interested in submitting a proposal (other than the nomination of directors) for inclusion in the proxy
materials to be distributed by us for the 2012 annual meeting of stockholders may do so by following the procedures
prescribed in Rule 14a-8 of the Securities Exchange Act of 1934, as amended (the �Exchange Act�). To be eligible for
inclusion in Vanda�s proxy materials, stockholder proposals must be received at our principal executive offices no later
than the close of business on December 31, 2011 which is the 120th day prior to the first anniversary of the date that
we released this Proxy Statement to our stockholders for the Annual Meeting. To be included in our proxy materials,
your proposal also must comply with the Company�s bylaws and Rule 14a-8 promulgated under the Exchange Act
regarding the inclusion of stockholder proposals in company-sponsored proxy materials. If we change the date of the
2012 annual meeting of stockholders by more than 30 days from the anniversary of this year�s Annual Meeting,
stockholder proposals must be received a reasonable time before we begin to print and mail our proxy materials for
the 2012 annual meeting of stockholders. Proposals should be sent to Vanda Pharmaceuticals Inc., 9605 Medical
Center Drive, Suite 300, Rockville, MD 20850 Attn: Secretary.
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Requirements for Stockholder Nomination of Director Candidates and Stockholder Proposals Not Intended for
Inclusion in Vanda�s Proxy Materials:

Stockholders who wish to nominate persons for election to the Board of Directors at the 2012 annual meeting of
stockholders or who wish to present a proposal at the 2012 annual meeting of stockholders, but who do not intend for
such proposal to be included in Vanda�s proxy materials for such meeting, must deliver written notice of the

6
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nomination or proposal to the Corporate Secretary at 9605 Medical Center Drive, Suite 300, Rockville, Maryland
20850 no earlier than February 14, 2012 and no later than March 15, 2012. However, if the 2012 annual meeting of
stockholders is held earlier than May 17, 2012 or later than July 16, 2012, nominations and proposals must be
received no later than the close of business on the later of (a) the 90th day prior to the 2012 annual meeting of
stockholders and (b) the 10th day following the day we first publicly announce the date of the 2012 annual meeting.
The stockholder�s written notice must include certain information concerning the stockholder and each nominee and
proposal, as specified in Vanda�s bylaws.

Copy of Bylaws:

You may request a copy of the Company�s bylaws at no charge by writing to Vanda�s Secretary at 9605 Medical Center
Drive, Suite 300, Rockville, Maryland 20850. A current copy of our bylaws also is available at our corporate website
at www.vandapharma.com. To access our bylaws from the main page of our website, click on �Investor Relations� at
the top of the page, then click on �Corporate Governance,� and then click on �Amended and Restated Bylaws.�

Whom should I call if I have any questions?

If you have any questions, would like additional Vanda proxy materials or proxy cards, or need assistance in voting
your shares, please contact Investor Relations, Vanda Pharmaceuticals Inc., 9605 Medical Center Drive, Suite 300,
Rockville, Maryland 20850 or by telephone at (240) 599-4500.

Important Notice Regarding the Availability of Proxy Materials
for the Meeting to be Held on Wednesday, June 16, 2011

This proxy statement and our annual report are available on-line at www.proxyvote.com.

7
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PROPOSAL 1

ELECTION OF DIRECTORS

Under our bylaws, our Board of Directors is divided into three classes of roughly equal size. The members of each
class are elected to serve a 3-year term with the term of office of each of the three classes ending in successive years.
Pursuant to our bylaws, the Board of Directors has fixed the current number of directors at seven (7). Richard W.
Dugan and Vincent J. Milano are the two Class II directors whose terms expire at this Annual Meeting. Richard W.
Dugan and Vincent J. Milano have been nominated for election by our Board of Directors to serve until the 2014
annual meeting of stockholders or until their successors are elected (or until their earlier death, resignation or
removal). It is our policy to encourage nominees for director to attend the Annual Meeting. Richard W. Dugan�s and
Vincent J. Milano�s ages as of April 20, 2011 and certain additional biographical information are set forth below.

Directors are elected by a plurality of the votes cast at the Annual Meeting. The two nominees receiving the highest
number of �FOR� votes will be elected. Abstentions and �broker non-votes� will have no effect on the outcome of the
election of directors at the Annual Meeting.

Shares represented by signed proxy cards will be voted on Proposal 1 �FOR� the election of Mssrs. Dugan and Milano
to the Board of Directors at the Annual Meeting, unless otherwise marked on the card. If any Vanda director nominee
becomes unavailable for election as a result of an unexpected occurrence, shares represented by proxy will be voted
for the election of a substitute nominee designated by our current Board of Directors, unless otherwise marked on the
card. Mr. Dugan and Mr. Milano, Vanda�s two director nominees, have each agreed to serve as a director if elected.
We have no reason to believe that either Vanda nominee will be unable to serve if elected.

Nominees for Election as Class II Directors at the Annual Meeting

This year�s nominees for election to the Board of Directors as our Class II directors to serve for a term of three years
expiring at the 2014 annual meeting of stockholders, or until their successors have been duly elected and qualified or
until their earlier death, resignation or removal, are provided below. The age of each director as of April 20, 2011 is
set forth below. Each of the nominees have agreed to serve as a director if elected, and we have no reason to believe
that either nominee will be unable to serve if elected.

Name Age Positions and Offices Held with Company Director Since

Richard W. Dugan 69 Director 2005
Vincent J. Milano 47 Director 2010

The following is additional information about each of the nominees as of the date of this proxy statement, including
their business experience, director positions held currently or at any time during the last five years, involvement in
certain legal or administrative proceedings, if applicable, and the experiences, qualifications, attributes or skills that
caused the nominating/corporate governance committee and our Board of Directors to determine that the nominees
should serve as one of our directors.

Richard W. Dugan served as a Partner with Ernst & Young, LLP from 1976 to September 2002, where he served in a
variety of managing and senior partner positions, including Mid-Atlantic Area Senior Partner from 2001 to 2002,
Mid-Atlantic Area Managing Partner from 1989 to 2001 and Pittsburgh Office Managing Partner from 1979 to 1989.
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Mr. Dugan retired from Ernst & Young, LLP in September 2002. Mr. Dugan previously served as a director of two
publicly traded pharmaceutical companies, Middlebrook Pharmaceuticals, Inc. and Critical Therapeutics, Inc., and a
privately-owned pharmaceutical company, Xanthus Pharmaceuticals. Mr. Dugan holds a B.S.B.A. from Pennsylvania
State University. We believe that Mr. Dugan�s qualifications to sit on our Board of Directors include his more than
25 years as a Partner with Ernst & Young, LLP, his long history with the Company, his status as a financial expert
under The Sarbanes-Oxley Act of 2002 and his experience on other public company boards.

Other public directorships held by Mr. Dugan within the past five years:  Middlebrook Pharmaceuticals, Inc.
(formerly known as Advancis Pharmaceutical Corporation) and Critical Therapeutics, Inc.

Vincent J. Milano has served as President and Chief Executive Officer of ViroPharma Incorporated since March 2008.
Mr. Milano served as Chief Operating Officer from January 2006 to March 2008, and as Vice

8
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President, Chief Financial Officer of ViroPharma from November 1997 to March 2008. Mr. Milano also previously
served as Vice President, Finance & Administration, Treasurer, and as Executive Director, Finance & Administration
of ViroPharma. Prior to joining ViroPharma, Mr. Milano was with KPMG LLP, independent certified public
accountants, where he was a Senior Manager from 1991 to 1996. Mr. Milano received his Bachelor of Science degree
in Accounting from Rider College. We believe that Mr. Milano�s qualifications to sit on our Board of Directors include
his executive experience in the pharmaceutical business, his knowledge of finance and accounting, and his experience
on other public company boards.

Other public directorships held by Mr. Milano within the past five years:  ViroPharma Incorporated, VerticalNet, Inc.

YOUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE THE PROXY
CARD �FOR� THE ELECTION OF RICHARD W. DUGAN AND VINCENT J. MILANO.

9
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Continuing Directors Not Standing for Election

Certain information about those directors whose terms do not expire at the Annual Meeting is furnished below,
including their business experience, director positions held currently or at any time during the last five years,
involvement in certain legal or administrative proceedings, if applicable, and the experiences, qualifications, attributes
or skills that caused the nominating/corporate governance committee and our Board of Directors to determine that the
directors should serve as one of our directors. The age of each director as of April 20, 2011 is set forth below.

Name Age Positions and Offices Held with Company Director Since

Argeris N. Karabelas, Ph.D. 58 Director 2003
Mihael H. Polymeropoulos, M.D. 51 Director, President, Chief Executive Officer 2003
Steven K. Galson, M.D. 54 Director 2010
Howard H. Pien 53 Director, Chairman of the Board 2007
H. Thomas Watkins 58 Director 2006

Class II Directors (Terms Expire in 2012)

Argeris N. Karabelas, Ph.D. co-founded Vanda with Dr. Polymeropoulos in 2003. Dr. Karabelas served as the
Chairman of the Board from 2003 to December 2010. Dr. Karabelas has served as a Partner of Care Capital, LLC
since 2001. Prior to his tenure at Care Capital, Dr. Karabelas was the Founder and Chairman of the Novartis
BioVenture Fund, from July 2000 to December 2001. From 1998 to 2000, he served as Head of Healthcare and CEO
of Worldwide Pharmaceuticals for Novartis. Prior to joining Novartis, Dr. Karabelas was Executive Vice President of
SmithKline Beecham (now part of GlaxoSmithKline) responsible for U.S. operations, European operations,
Regulatory, and Strategic Marketing, from 1981 to 1998. In addition to the public directorships held by Dr. Karabelas
as set forth below, he is a director of Inotek Pharmaceuticals Corporation and Chairman of Cyreniac, Inc.
Dr. Karabelas holds a Ph.D. in Pharmacokinetics from the Massachusetts College of Pharmacy. We believe that
Dr. Karabelas� qualifications to sit on our Board of Directors include his experience as a venture capitalist investing in
and advising pharmaceutical companies, his executive experience in the pharmaceutical business, his knowledge of
regulatory matters, his long history with the Company and his experience on other public company boards.

Other public directorships held by Dr. Karabelas within the past five years:  Skye Pharma, plc, Human Genome
Sciences, Inc. (Chairman), NitroMed, Inc. and Minster, plc.

Mihael H. Polymeropoulos, M.D. co-founded Vanda with Dr. Karabelas and has served as President, Chief Executive
Officer and a Director since May of 2003. Prior to joining Vanda, Dr. Polymeropoulos was Vice President and Head
of the Pharmacogenetics Department at Novartis AG from 1998 to 2003. Prior to his tenure at Novartis, he served as
Chief of the Gene Mapping Section, Laboratory of Genetic Disease Research, National Human Genome Research
Institute, from 1992 to 1998. Dr. Polymeropoulos is the co-founder of the Integrated Molecular Analysis of Genome
Expression (IMAGE) Consortium. Dr. Polymeropoulos holds a degree in Medicine from the University of Patras. We
believe that Dr. Polymeropoulos� qualifications to sit on our Board of Directors include his executive experience at
Novartis, his expertise in the fields of psychology and pharmacogenetics, his extensive knowledge of central nervous
system disorders and his long history with the Company.

Other public directorships held by Dr. Polymeropoulos within the past five years:  None.

Steven K. Galson, M.D. is the Senior Vice President for Global Regulatory Affairs at Amgen, a biopharmaceuticals
company. Prior to Amgen, Dr. Galson was Senior Vice President for Civilian Health Operations at Science
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Applications International Corporation (�SAIC�), a scientific, engineering and technology applications company. Prior
to joining SAIC, Dr. Galson was the Acting U.S. Surgeon General. Prior to that, Dr. Galson was the Director of the
Food and Drug Administration�s Center for Drug Evaluation and Research. Dr. Galson also held executive positions in
the U.S. Environmental Protection Agency, U.S. Department of Energy and the Centers for Disease Control and
Prevention�s National Institute for Occupational Safety and Health. Dr. Galson received his Bachelor of Science degree
in biochemistry from the State University of New York at Stony Brook, his Doctor of Medicine degree from the
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Mt. Sinai School of Medicine and his Master of Public Health degree from the Harvard School of Public Health. We
believe that Dr. Galson�s qualifications to sit on our Board include his experiences as the Acting U.S. Surgeon General
and Deputy Director and Director of the Food and Drug Administration�s Center for Drug Evaluation and Research, as
well as his degrees in medicine and public health and board certification in general preventative medicine, public
health and occupational medicine.

Other public directorships held by Dr. Galson within the past five years:  None.

Class III Directors (Terms Expire in 2013)

Howard H. Pien has served as Chairman of the Board since December 2010. Mr. Pien served as President and Chief
Executive Officer and a director of Medarex, Inc from June 2007 until it was acquired by Bristol-Myers Squibb Co. in
September, 2009. Prior to his tenure at Medarex, Mr. Pien served as President and Chief Executive Officer of Chiron
Corporation until April 2006 when it was acquired by Novartis. He joined Chiron from GlaxoSmithKline (formerly
SmithKline Beecham), where he served as President, Pharmaceuticals for SmithKline Beecham and later as President
of GlaxoSmithKline�s International Pharmaceuticals business. Mr. Pien has also held positions in sales, market
research, licensing and product management at Abbott Laboratories and Merck & Co. Mr. Pien currently serves as a
director of ViroPharma Inc. and Immunogen Inc., both public companies engaged in drug development as well as
Ikaria, a private company engaged in life sciences. Mr. Pien previously served on the boards of Oakland Children�s
Hospital, Chiron, and Medarex. Mr. Pien earned a B.S. from the Massachusetts Institute of Technology and an M.B.A.
from Carnegie-Mellon University. We believe that Mr. Pien�s qualifications to sit on our Board of Directors include his
executive experience in the pharmaceutical business, his knowledge of product licensing and management, his
business degree and his experience on other public company boards.

Other public directorships held by Mr. Pien within the past five years:  Chiron Corporation, Medarex, ViroPharma
Incorporated and ImmunoGen, Inc.

H. Thomas Watkins has served as the President and Chief Executive Officer of Human Genome Sciences, Inc. and as a
member of its Board of Directors since 2005. Prior to his tenure at Human Genome Sciences Inc., Mr. Watkins served
as President of TAP Pharmaceutical Products, Inc. Mr. Watkins previously held a series of executive positions over
the course of nearly twenty years with Abbott Laboratories. Mr. Watkins also serves on the Board of Directors of the
Biotechnology Industry Organization (BIO). He holds a B.B.A. from the College of William and Mary and an M.B.A
from the University of Chicago Graduate School of Business. We believe that Mr. Watkins� qualifications to sit on our
Board of Directors include his executive experience in the pharmaceutical business, his experience with late-stage
product development, his knowledge of in-licensing and other partnering strategies, his business degree and his
experience on other public company boards.

Other public directorships held by Mr. Watkins within the past five years:  Human Genome Sciences, Inc.
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CORPORATE GOVERNANCE

Independence of the Board of Directors

As required under Nasdaq listing standards, a majority of the members of a listed company�s Board of Directors must
qualify as �independent,� as affirmatively determined by the Board of Directors. Consistent with these regulations, after
review of all relevant transactions or relationships between each director, or any of his family members, and the
Company, its senior management and its independent registered public accounting firm, the Board of Directors has
determined that all of our directors are independent directors within the meaning of applicable Nasdaq listing
standards, except for Dr. Mihael H. Polymeropoulos, our Chief Executive Officer.

Information Regarding the Board of Directors and its Committees

As required under Nasdaq listing standards, our independent directors meet in regularly scheduled executive sessions
at which only independent directors are present. Mr. Pien, Chairman of the Board of Directors, presides over these
executive sessions. Stockholders interested in communicating with the independent directors regarding their concerns
or issues may address correspondence to a particular director, or to the independent directors generally, in care of
Vanda Pharmaceuticals Inc. at 9605 Medical Center Drive, Suite 300, Rockville, Maryland 20850, Attn: Secretary.
The Secretary has the authority to disregard any inappropriate communications or to take other appropriate actions
with respect to any inappropriate communications. If deemed an appropriate communication, the Secretary will
forward it, depending on the subject matter, to the chairman of a committee of the Board of Directors or a particular
director, as appropriate.

The Board of Directors has an Audit Committee, a Compensation Committee and a Nominating/Corporate
Governance Committee. The following table provides membership and meeting information for each of the Board
committees during 2010:

Number of
Meetings

Committee Chairman Members in 2010

Audit Committee Richard W. Dugan David Ramsay(1)
Howard H. Pien(2)
Brian K. Halak, Ph.D.(3)
Vincent J. Milano(4)

12

Compensation Committee Argeris N.
Karabelas, Ph.D.

Howard H. Pien
H. Thomas Watkins

7

Nominating/Corporate
Governance Committee

Brian K. Halak, Ph.D.(3)
Richard W. Dugan(5)

Argeris N. Karabelas, Ph.D.
H. Thomas Watkins

8

(1) Resigned as a member of the Board of Directors and Audit Committee effective as of January 7, 2010.

(2) Appointed as a member of the Audit Committee effective as of January 7, 2010.

(3)

Edgar Filing: Vanda Pharmaceuticals Inc. - Form DEF 14A

25



Resigned as a member of the Board of Directors, Audit Committee and Nominating/Corporate Governance
Committee effective as of April 21, 2010.

(4) Elected as a member of the Board of Directors and Audit Committee effective as of April 21, 2010.

(5) Appointed to serve as Chairman of the Nominating/Corp
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