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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K containsafard-looking statements that involve substant&ds and uncertainties. All statements,
other than statements of historical facts, conthinghis Annual Report on Form 10-K, includingtstaents regarding our strategy, future
operations, future financial position, future reves, projected costs, prospects, plans and obgsatifmanagement, are forward- looking
statements. The words "anticipate,” "believe,"iteate,” "expect,” "intend,” "may," "plan,” "predjtt'project,” "target,” "potential,” "will,"
"would," "could," "should," "continue" and similaxpressions are intended to identify forward-logkstatements, although not all forward-
looking statements contain these identifying words.

The forward-looking statements in this AahReport on Form 10-K include, among other thirggatements about:

. our plans to develop and commercialize our mosaaded product candidates and companion diagnostics;
. our ongoing and planned discovery programs, priedirstudies and clinical trial:

. our collaboration with Sanofi related to MM-121;

. our ability to establish and maintain additionallaioorations;

. the timing of and our ability to obtain and maintaégulatory approvals for our product candida

. the rate and degree of market acceptance andatlumitity of our products

. our intellectual property position;

. our commercialization, marketing and manufactudagabilities and strategy;

. the potential advantages of our Network Biologyrapph to drug research and developm

. the potential use of our Network Biology approaclii¢lds other than oncology; a

. our estimates regarding expenses, future revenapgal requirements and needs for additional feivegn

We may not actually achieve the plansntites or expectations disclosed in our forwardklog statements, and you should not place
undue reliance on our forward-looking statementguAl results or events could differ materiallyrfréhe plans, intentions and expectations
disclosed in the forward-looking statements we ma¥e have included important factors in the cawtigrstatements included in this Annual
Report on Form 10-K, particularly in the "Risk Farst' section, that could cause actual results enevto differ materially from the forward-
looking statements that we make. Our forward-loglstatements do not reflect the potential impa@rof future acquisitions, mergers,
dispositions, joint ventures or investments we mmeake.

You should read this Annual Report on FA&GK and the documents that we have filed as etghibithe Annual Report on Form 10-K
completely and with the understanding that ouraduture results may be materially different frarhat we expect. We do not assume any
obligation to update any forward-looking statementsether as a result of new information, futureres or otherwise, except as required by
law.
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PART |
Item 1. Business
Overview

We are a biopharmaceutical company diséogedeveloping and preparing to commercialize irative medicines consisting of novel
therapeutics paired with companion diagnostics. i@igsion is to provide patients, physicians andhtba&ithcare system with the medicines,
tools and information to transform the approachae from one based on the identification and itneat of symptoms to one focused on the
diagnosis and treatment of illness through a moeeipe mechanistic understanding of disease. Wetsesccomplish our mission by applying
our proprietary systems biology-based approachamédical research, which we call Network Biolo@ur vision is to apply Network
Biology to become a global healthcare enterpriggithfounded on leading science and driven tovéeintegrated healthcare solutions that
improve both the quality of outcomes and the efficly of care. Our initial focus is in the fieldaicology. We have five programs in clinical
development. In our most advanced program, we @nducting a pivotal Phase 3 clinical trial.

Network Biology is an interdisciplinary appch to drug discovery and development. It focusesnderstanding how the complex
molecular interactions that occur within cell sijng pathways, or networks, regulate cell decisiand how network dysfunction leads to
disease. Our approach integrates proprietary, dimbimlogical data generated in a high-throughputapid and automated, method in which
we test multiple biological or chemical parametgsimg engineering, analytical and modeling exper@ur capabilities allow us to build
computational models of cell biology as a basisdimrg discovery, design and predictive developméfg.apply Network Biology throughout
the research and development process, includingufget identification, lead compound design antihaigation, diagnostic discoverin vitro
andin vivo predictive development and the design of clinidal protocols. We believe that drug discovery degtelopment using Network
Biology is more efficient and productive than ttamhal approaches.

We currently have five targeted therapeaticology candidates in clinical development. Aiddially, we have multiple product candide
in preclinical development and a discovery effaltancing additional candidate medicines. We haieréal each of our five most advanced
product candidates to target specific disease nméing that our research suggests are common anergssolid tumor types. We believe that
these product candidates have the potential teeaddanajor unmet medical needs.

Our most advanced product candidates are3@8 MM-121, MM-111, MM-302 and MM-151.

. MM-398 is a novel, stable nanotherapeutic encafisalaor enclosed sphere carrying an active drléithemarketed
chemotherapy drug irinotecan. MM-398 recently aehikits primary efficacy endpoints in two Phasdi@ical trials, one in
pancreatic cancer patients and one in gastric cgradients. We are conducting a pivotal Phasericeli trial of MM-398 for the
treatment of patients with metastatic pancreaticeawho have previously failed treatment with¢hemotherapy drug
gemcitabine. In July 2011, the FDA granted MM-39gh@an drug designation for the treatment of panitreancer. In
September 2011, the European Medicines Agency epldviM-398 orphan medicinal product designationtfier treatment of
pancreatic cancer. We believe that MM-398 has piatienses in a number of other indications, inahgdcolorectal cancer, lung
cancer and glioma. There are multiple ongoing Phesed Phase 2 clinical trials of MM-398.

. MM-121 is a fully human monoclonal antibody thaiets ErbB3, a cell surface receptor, or protetachied to the cell
membrane that mediates communication inside arsldmuthe cell, implicated in cancer. A monoclondilzody is a type of
protein normally produced by cells of the immunsteyn that binds to just one epitope, or chemicatsire, on a protein or
other structure. Our research suggests that ErbBatical to the growth and survival of tumors and
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that use of ErbB3 as a resistance mechanism byecaetls is common across patient populations anobt types. MM-121 is
designed to inhibit cancer growth directly, resteeasitivity to drugs to which a tumor has becogsistant and delay the
development of resistance by a tumor to other agémicollaboration with Sanofi, we are conductinglinical program to test
MM-121 in combination with both chemotherapies atiter targeted agents across a wide spectrum idftsohor patient
populations, including patients with lung, breasd @varian cancers.

. MM-111 is a bispecific antibody designed to targeteagells that are characterized by overexpressidme ErbB2 cel
receptor, also referred to as HER2. A bispecifitbarly is a type of antibody that is able to bifdwtaneously to two distinct
proteins or epitopes. Our research suggests ttainalex including ErbB2 (HER2) and ErbB3 is a pdwkepromoter of tumor
growth and survival when stimulated by signalingewales called ligands. MM-111 is designed to uelgwaddress the
signaling from this complex of molecules. We bedigkiat MM-111 is potentially applicable across a broad rafgmlid tumors
We are conducting multiple Phase 1 clinical tri@l$1M-111 in monotherapy and combination therapyiisgs.

. MM-302 is a nanotherapeutic encapsulation of doxomulith attached antibodies that target the ErbBER?2) receptor. W
designed MM302 to bind to cancer cells that overexpress ErHZR2) and thereby release doxorubicin at theditee tumor
Our goal is for MM-302 to retain the safety profilEliposomal doxorubicin, in particular with regpeéo cardiac safety, but to
have better efficacy in ErbB2 (HER2) positive tusidie are conducting a Phase 1 clinical trial of {802 in patients with
advanced ErbB2 (HERZ2) positive breast cancer.

. MM -151 is an oligoclonal therapeutic consisting ofiatare of three fully human monoclonal antibodiesigned to bind t
non-overlapping epitopes of the epidermal growtidareceptor, or EGFR. EGFR is also known as Eri#Biloligoclonal
therapeutic is a mixture of two or more distinctnoolonal antibodies. EGFR (ErbB1) has long beengeized as an important
drug target in several malignancies, including lumgast, colon, pancreatic and head and neck cante are conducting a
Phase 1 clinical trial of MM-151 in patients witblisl tumors.

We are developirig vitro andin vivo companion diagnostics for use with each of ourapeutic oncology product candidates. We use
Network Biology in identifying biomarkers, whicheabiophysical or biochemical markers of cancer, @geeloping them intin vitro
companion diagnostic agents for use with our thewtip products. Thi& vivocompanion diagnostics that we are developing ta&ddrm of
imaging agents that may help identify patientsliike benefit from our therapeutic products by measy deposition of our products in the
tumor. We believe that companion diagnostics witha us to improve the efficiency and productivdfour clinical development and enhance
the potential efficacy and pharmacoeconomic beoéfiur therapeutics.

Our strategy

Our goal is to build a global healthcareegprise founded on a leading understanding of ¢exnpiology through the use of our Network
Biology approach. Key elements of our strategydimieve this goal are:

. Strengthen and expand our core Network Biology bdjtias. Network Biology is critical to our ability to elgre, model ant
understand complex biology and is the core of sugdliscovery and development efforts. We applywéek Biology across all
of our development programs. We intend to increasenvestment in the technologies, methods anavkinow that comprise
our Network Biology capabilities. We also plan tgand the scope of the therapeutic areas and lialagrocesses we explore
with Network Biology.
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. Foster an integrated, multidisciplinary model ofigrdiscovery, clinical development, manufacturing @ommercialization.
We believe that an integrated, multidisciplintegtm approach is essential to our productivitypiration and retention of
knowledge across all of our processes from resgarongh manufacturing. To continue to foster talaborative environment,
we plan to invest in recruiting and retaining tafent and professional development for all of aupkyees and to focus on
establishing and maintaining strong relationshifih wesearchers, physicians and patients. We irtieesttend our
multidisciplinary team approach into our plannechatercial organization and to market our productadates with the same
science and information-based passion with whiely eire developed.

. Develop a companion diagnostic for each of ourdpeutic oncology product candidatt We are investing in the developm:
of companion diagnostics to support our therapeartzology product candidates so as to guide thssirand enhance their
benefit for patients and the healthcare system.dtir long-term vision to combine these individtests into a unified cancer
diagnostic that can aid in the prescription of nplgttherapeutics and treatment combinations bagetie profile of a tumor.

. Establish sales and marketing capabilitie8Ve generally expect to retain commercial rightthe United States and Europe for
our oncology product candidates, other than MM-11ibject to receiving marketing approvals, we ptacommence
commercialization activities by building a focussades and marketing organization to establishicglghips with the communi
of oncologists who are the key specialists in tnggsolid tumors.

Network Biology

Merrimack was founded by a team of sci¢gsfi®m The Massachusetts Institute of Technolagy ldarvard University seeking to deve
a systems biology-based approach to biomedicahreseFundamentally, systems biology is the stddh®complex molecular interactions
that regulate the cellular decisions that drivefthetioning of living organisms. The core of ompaoach to systems biology is a
multidisciplinary and multitechnology capability bwild functional and predictive computational misdef biological systems, such as cell
signaling networks, that allow us to engineer treaits that are directed at the mechanisms of diseas

Network Biology compared to traditional molecular Hology

Traditionally, the search for new drugs haen based on the identification of individual ewniles in diseased cells that appear to be
abnormal relative to individual molecules in hegltells. Using traditional biomedical research moef researchers label as "targets" the
molecules that appear to be abnormal, typicallyegitn amount, which is commonly referred to asreggion, or make-up, which is commonly
referred to as mutation status. These researdinensseek to validate a target by creating cellsehier lack the target or overexpress the te
to verify that the target contributes to the digebstate of the cell. Following positive validati@ompanies using traditional biomedical
research methods then develop drugs to treat thettand test those various drugs in experimentalats of the disease. If effective in animal
studies that replicate the disease characteristiese companies then consider the new drug caedimahuman clinical testing. Unfortunately,
new drug candidates developed with the traditiapgiroach have a very high rate of clinical failiée believe that the failure of traditional
research methods to account for the complexityi@bbical systems underlying disease has contribtaehis high rate of clinical failure.
Additionally, we believe that few complex diseats#es are caused and perpetuated by only one nele@@mponent.

Our view is that traditional research methéor drug discovery are suboptimal. First, thegus on individual molecules as determinants
of cell decisions. We believe that the governarfaeetls is a function of the interactions of mangletules, which is referred to as systems
dynamics. Individual molecules are simply contrdystto signaling networks that process many parsitijals. We focus on
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networks because it is the outcome of the netwek determines cell behavior. We believe that trerexpression of many molecules in a
diseased cell is merely symptomatic of abnormdlprelcesses, rather than causal. Second, we beliav¢he focus on individual molecules
and their relationship to disease states doesavouat for the inherent complexity of signalingllGlar signaling networks often have
redundant signaling routes, any one of which canpensate for the other. In addition, networks epate with feedback loops, or a signaling
relationship in which the output of one communisatpath returns to regulate or affect the inputobwn or other communication paths. This
complexity often confounds efforts to ascribe sfieciellular behavior to one molecule or one sigmakelationship. Although a molecule may
be involved in a signaling pathway, the degreg¢sofmportance depends on its signaling contribuéind the state of other contributors in the
system. Lastly, traditional biomedical researchfoassed on one-dimensional measures of a moledm@act on signaling, such as the
increase or decrease in the expression of a prateirspecific time point. We believe that tradiitbmethods fail to recognize the dynamic
nature of biology in which the duration and intéysif signaling is essential. Our view is that theation and the degree of signaling is a more
important contributor to cell signaling networksuththe expression of a molecule.

Network Biology methods

The goal of Network Biology is to understdrow systems dynamics govern cell behavior. Thimatmlogy underpinning Network
Biology is an integrated, multidisciplinary techagy platform that incorporates biology, simulatenmd mathematics to enable the construction
of computational models of cell signaling pathwalys.execute Network Biology, we have developedaedise in generating kinetic data,
describing molecular changes or interactions aweg,tto illuminate the dynamic interactions thatwarcwithin biological systems. Our data ¢
differ from traditional data sets in that they fean quantitative measures of signaling, and nalitgtive measures of molecular activity and
interaction. Our data also focus on time, and moply intensity, as a critical variable in undergiing the impact of a signal.

We initiate our Network Biology discoverffats by identifying the biological signaling netwks that are engaged in a disease state. For
example, in order to identify the signaling netwstkat are used by cancer cells for growth andigirwe perform experiments that we refer
to as Critical Network Identification. We condubese experiments using our expertise in high-depsittein array technology to measure the
impact of dozens of factors that are thought teseaar promote cancer across many different tunpesyThe experimental output identifies
which cell signaling networks are activated in @sge to various stimuli across different diseasdetso In one such experiment, we studiec
types of solid tumor cells from the National Canlrestitute's panel of tumor cell lines. This an@éy®vealed that, while there are many
different types of cancer reflecting diverse gembtickgrounds, these cancers rely on a relativeiyed number of cell signaling networks for
growth and survival.

Once we identify the critical networks, iméiate a program of mapping, measuring and caoietittg a detailed biochemical model of each
individual signaling network for use in drug diseoy. We construct our network models using proprietlata sets. We generate our data sets
utilizing high-throughput, multiplexed microarragchnology or automated, high-throughput biologasgays. These experiments are executed
over timeeourses on cultured cells. Within each cell, at#jetime intervals, we simultaneously measuregiymaling and interaction status
a large panel of proteins to generate this kirddi@. We then convert the kinetic parameters dfagm the data sets into mathematical
equations that describe the relationship betweeh eelecular entity in the network. The individegjuations are then assembled into a
network model. For example, our model of the ErleBuork contains equations that describe the intienaof nearly 700 molecular entities.
Once constructed, we then test the model for acguremany different and varied experimental sgiin/Ve use the model to make predictions
of network behavior within a cell under a varietl s
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experimental conditions. Following this, we testdl predictions in actual laboratory experimentsiese the data to refine and validate the
model.

We believe that our models differ from atheodels in the industry because of their levedécificity and detail. Models that we have
seen in other drug discovery settings often seebotelate activity from external cellular stimdirectly to disease state. In contrast, we build
models that describe each of the individual molecinteractions starting with external stimuli, loenhtinuing with the hundreds of interactions
that occur from the cell surface to the nucleughefcell. In academic settings, this level of dethmolecular interaction modeling is often
referred to as biochemical modeling. We believeamauracy in predicting cell behavior from our misde driven by the precision and details
of our approach.

Our models are constructed and validat@uhuaternally generated and proprietary data 3&sdo not rely on outside databases. The
data generated from our Critical Network Identifioa experiments is also proprietary and generatdtbuse.

Following the validation of a comprehensiwedel of a cell signaling network, we are ableise the model for drug discovery. Contrar
traditional methods, our discovery work takes pliacgilico, or using the model for simulation. One examplewfdiscovery approach is to
execute a sensitivity analysis across the entiteor& to identify drug targets that have the gretipact on signal transduction in the
network. We believe that the best targets are thusst involved in signaling, and not necessarifysththat are most abnormal, which is more
likely a symptom of irregular cell processes.

As one example, we identified MM-121 usg proprietary model of the ErbB signaling netwafter conducting a sensitivity analysis
on its signaling process. Although the ErbB pathWwag been extensively targeted by cancer therageute believe that understanding the
relative importance of the different componentshaf ErbB network is central to identifying an attiae drug target and a therapeutic directed
at this target. In this case, we built a computationodel of the ErbB signaling network that ddsesithe most potent ErbB receptor ligand:
well as known and novel ErbB inhibitors. We popeththe model with proprietary dynamic data thatgeeerated from our Critical Network
Identification experiments. The model describesiathematical equations the dynamic interactiorsppfoximately 700 molecular entities in
the network. The model identified ErbB3 as the kege in response to both ErbB3- and EGFR (ErbBidghbg ligands. We then used this
insight to develop MM-121.

Network Biology and patient care

The goal of Network Biology is to delivestter treatments for complex diseases. We use Nktiiology to obtain an understanding of
the dynamics that govern cell signaling networkd bhow dysfunction in these networks leads to anpgqteates disease. We believe that
Network Biology may provide broader insight int@elaise and the potential therapeutic alternativgshigsicians and patients. In particular,
believe that Network Biology may provide three ksnefits:

. stratification of disease by the underlying mechars promoting tumor growth and surviv
. novel medicines designed to take into account timepdexity of cell signaling networks within a tumeell; and
. integrated medicines that provide a therapeuticdaagnostic to help guide treatment.

Stratification of disease by the underlying mechanisms promoting tumor growth and survival

To date, much of the study of cancer haaged on tumors characterized by a single, oveesspd receptor or a mutated gene, also
known as oncogene-driven cancers. While these types
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of cancer are relatively easy to discern, we belignat they are actually somewhat rare across gotidrs.

Our research suggests that identifyingclesignaling networks that are used by a pasdaothor will enable more precise mechanistic
diagnosis. Based on our research on the mechanisdeslying cancer, we believe that the abnormalvgraf tumor cells is due to the
development of addictions to one or more signafiatyvorks in response to stressors in the tumorenrient. Once a cell has been stresse
systems begin to compensate, in particular by atitig additional growth and survival signaling.

As an example, the results of one of outicat Network Identification experiments reveakbdt, while there are many different types of
cancer reflecting diverse genetic backgrounds gtisasicers rely on a relatively limited number df signaling networks for growth and
survival. We believe that developing drugs tha¢etfely inhibit these signaling mechanisms, indefant of the type or nature of the stressor,
may provide an improved basis of treatment.

Novel medicines designed to take into account the complexity of cell signaling networks within a tumor cell

All cells function by means of signalingtwerks. Critical signals related to functions, sashgrowth and survival, are regulated via
complex networks of extracellular and intracellutaslecular entities that are organized into indinibiological pathways. These pathways
compete and cooperate with one another to driviicpéar cellular decisions or outcomes. We useddimiled understanding of the most active
signaling networks within a tumor cell that we dbtiilom Network Biology to guide the design of tatgd therapeutics that we believe will
intervene and affect the activity of these networks

As discussed above, a Critical Network tdeation screen confirmed that one of these neksothe ErbB pathway, is a significant
survival network utilized by tumor cells. This patiy is made up of four receptors: EGFR (ErbB1),BX(HER?2), ErbB3 and ErbB4. Several
currently approved therapies are directed at tarigethe ErbB pathway. In particular, EGFR (ErbRfhy ErbB2 (HER2) have been the focu
modern pharmaceutical efforts due to their overesgion in many tumor cells relative to their expi@s in normal tissue. However, using
Network Biology to understand the complex signalitypamics that govern this pathway, our researglyessted that ErbB3 is the m¢
sensitive target. This was an unconventional caafubecause, in contrast to EGFR (ErbB1) and EfEER2), ErbB3 does not have an
active kinase domain, a common drug target. A ldrdsmain is part of an enzyme-like protein ofteroilsed in the activation or deactivation
of other proteins. In addition, ErbB3 is not exjgexsin tumors at levels nearly as high as those wé¢h EGFR (ErbB1) and ErbB2 (HER?2).

Thus, despite being aware of the existafi¢egbB3, scientists largely ignored ErbB3 as agdiarget prior to our research. In our research,
we found that within the ErbB pathway, blocking BBthad the largest impact on inhibiting the suri/signal that perpetuates the growth of
tumor cells addicted to this network. Our analgsisessed signal transmission and communicatiochwie believe is a more accurate
measure of disease mechanism than simply examihégharacteristics of different proteins, suclkexgession level or mutation status, in
isolation.

I ntegrated medicines that provide a therapeutic and diagnostic to help guide treatment

Using Network Biology, we are incorporatitng identification of biomarkers and the developtm@ companion diagnostics into the drug
development process. We believe that a companegndstic for a therapeutic agent should providesaipe molecular measurement of the
nature of the tumor, rather than simply identifythg qualitative overexpression of a protein. Weeaso of the view that cancer continues to
alter its means of growth and survival over timiger in response to the additional stress of dregtiments. As a result, we believe that
frequent assessment of patients' cancers duriagitest are helpful to gain insight into which rémice mechanism a cancer defers to once
treatment has altered the tumor's mechanism oftgrand survival.
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Ultimately, we intend all of our oncologgraidates to be integrated medicines consisting of:

. a therapeutic designed to work in tumors with acBgemolecular profile;
. diagnostics that measure the biochemical and b&ipalyproperties that characterize the moleculafilps of tumors; an
. analytical algorithms to translate quantitativegiastic data into treatment informatic

We are currently developing predictive ¢dst companion diagnostics to identify patient glagions who would preferentially respond to
our therapeutic product candidates. In our presdihivork, we have used predictive development, wiigolves modeling and simulation, in
an effort to understand and eventually predict lagwmor cell will respond to treatment. For exampiedesigning our ErbB3 inhibitor, MM-
121, we utilized predictive development to underdthow blocking signaling through ErbB3 would impeell growth in several tumor cell
lines. We quantitatively measured the expressioel lef multiple biomarkers to predict the activifMM-121 in specific xenograft models,
which are human tumors that have been implantediée. Based on our simulations and biomarker arglyge were able to successfully and
accurately predict response to MM-121 using 20edéfit xenograft tumor models. We are now activelgglating this predictive test into a
companion diagnostic that can be paired with MM-fdlhuman treatment.

Our current diagnostic development effarts focused on developing assays and algorithmstipgort a physician's determination of
whether an individual therapeutic is appropriateafgiven patient population. We intend to devedlod commercialize future diagnostics that
combine our research understanding across muttgdlesignaling networks and in multiple tumors witlirying biophysical characteristics to
support physician treatment decisions for all adassf cancer therapeutics.

In another example of our application @& thetwork Biology systems modeling approach, wét bunodel of the biophysical
characteristics of tumors to explore the variabbest important to drug activity. The model examitteel complex relationship between the
pharmacokinetics of a drug and physical charatiesisf a tumor, such as the nature of the vasizaition, or blood vessel development,
supporting a tumor's survival. The analysis denrated that the variability of the physical charaistées of the tumor had tremendous impact
on the activity of the drug in treating the tumdhe analysis supports the insight of using our tizrapeutics as a means to localize the
activity of a drug by utilizing differences in vasarization between normal tissues and the tumdditfonally, we attach antibodies to the
outside of our nanotherapeutics to promote actamsport of the nanotherapeutics into the cell. fioeel also led directly to our efforts to use
our nanoliposome technology to diagnose the bidphysharacteristics of a tumor as a means of ggitlie choice of a therapeutic and the
appropriate dose.

We believe that integrated medicines mabénphysicians to deliver the right drug to tlghtiset of patients at the right time. If we are
successful, we may be able to:

. improve patient outcomes by providing improved #pautics along with the diagnostic information tadg physician treatment
decisions;

. reduce the overall costs of treating and caring-&rcer patients; ar

. provide a basis for seeking favorable reimburseroéapproved drugs from payors because of the iisniefpatients.

Network Biology's potential impact on the drug deveopment process

In addition to improving patient care, walibve that Network Biology can increase the prdigitg of biomedical research, increase the
probability of approval for new drugs and produagrenprecisely targeted therapeutics. We believedhatherapeutic oncology product
candidates will
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have a greater probability of success than procuntidates based on conventional drug developnematuse Network Biology provides us
with:

. a multidisciplinary, integrated approach to undarging complex biology
. simulation and modeling capabilities that aid ia #fficiency and productivity of development; and
. the capability to design and build a broad rangthefapeutic product candidates without being Buhito a particular drug desi

technology or target class.
A multidisciplinary, integrated approach to understanding complex biology

Network Biology incorporates biology, model, simulation and mathematics, which we use idmomputational models of cell
signaling pathways. This requires a focus on ngedyof data to understand the dynamic interactivetsoccur within biological systems. This
biological data must be quantitative, kinetic analtiplexed to capture the breadth and depth optrallel and often redundant signaling
processes that occur within cells. We also useagisoach to construct computational models thalaéx biophysical distribution of drugs,
pharmacokinetics, which is the process by whichug ds absorbed, distributed and metabolized byotdy, and pharmacodynamics, which is
the biochemical and physiological effect of theglam the body. Using our robust quantitative untd@ding of the complexity of cell signalit
we design drugs and drug combinations that we \eelll effectively inhibit tumor growth and sunav.

Simulation and modeling capabilities that aid in the efficiency and productivity of development

We believe that Network Biology improves decision making throughout the research and deweént process by providing our
scientists with tools to simulate hypotheses in jgotar models and then test these hypotheses itinicatand clinical settings. This process
provides a comprehensive view of the biologicateysthat we are addressing and facilitates knovdedtention throughout the project. For
example, as is the industry standard, preclinieaketbpment of our therapeutic product candidatelsiéies testing our drugs in xenograft tumor
models. However, our ability to model cell signglmathways allows us to choose which xenograft tumadels we believe will be well suited
for a particular program, as we did for both MM-1&id MM-111.

Another example of our use of simulatiopatailities to identify novel biology and designhetapy is our product candidate MM-151.
MM-151 is an oligoclonal antibody mixture directatdinhibiting EGFR (ErbB1) signaling. EGFR (ErbB4&)ne of four cell surface receptors
in the ErbB network. EGFR (ErbB1) is overexpresiseskveral types of solid tumors, including lungl aolorectal cancer. Currently, there are
several approved products that target EGFR (ErbBdfortunately, these therapies are limited inttlefficacy because they have relatively
response rates in patients who overexpress EGHIB{(frFurther, even when they are effective, tunodtasn develop resistance. Our model of
the ErbB network revealed that current drugs faitedccount for a high degree of signal amplifisatilownstream of EGFR (ErbB1). Only
tumors with low amplification, even when EGFR (Ed)Bvas overexpressed, were impacted by the cuiierdpies. Moreover, we noted that
the current therapies were only effective at blogksignaling when initiated by low affinity ligantizat bind to EGFR (ErbB1). Noting the
importance of understanding amplification and thle pf high affinity ligands as a potential escapete for tumors, we sought to develop a
comprehensive EGFR (ErbB1) inhibitor. Using the elpde identified key specifications of an optinrdiibitor and set about engineering
MM-151.

We believe that our simulation and modebagabilities enable us to:

. assess our product candidates within a broad rafigielogical conditions so that we can make infechjudgments as to which
indications to pursue;
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. based on these judgments, select appropriate picadliests for the cost-effective and expeditidagelopment of our product
candidates; and

. initiate clinical development programs that aredabsn hypotheses validated in the preclinical isgiti

The capability to design and build a broad range of therapeutic product candidates without being limited to a particular drug design
technology or target class

We apply the insights about cell signalitymamics that we gain from our Network Biology apgrh across a range of therapeutic
technologies to design product candidates thatedieve can be efficiently delivered to the seleatetlecular target. We believe that the best
drugs for the oncology indications that are th&ahfocus of our business are targeted therapias in contrast with conventional
chemotherapies, are highly selective for the mdé&aunechanisms that we are seeking to affect dredetore, offer the potential for significant
efficacy and safety benefits.

The breadth of our therapeutic design ciifiab is shown by the five different designs afrdive most advanced product candidates.
These product candidates consist of a nanotheliapauhonoclonal antibody, a bispecific antibodgigaed to simultaneously bind to two
different target cell surface receptors, an antybtaageted nanotherapeutic and an oligoclonal adtilzonsisting of a mixture of three different
antibodies. Each of these product candidates igmked with specific characteristics that we beliave well suited for the type of disease
mechanism that we are targeting.

Application of Network Biology beyond cancer

We believe that our Network Biology appro@s applicable to a broad range of therapeutiasabeyond cancer, including bone and joint
conditions, infectious disease, inflammation, calntiervous system disease and other areas of medidih high unmet needs. While we may
pursue some of these disease areas directly oassddgcause of the potential of very broad apglitabf our Network Biology approach, our
plan is to pursue many or all of these other ati@asigh collaborations, licenses and other arramgesnwith third parties. As an example, in
2010, we established Silver Creek Pharmaceutitrads, or Silver Creek, to apply our Network Biologpproach to the research, development
and commercialization of pharmaceuticals in thenegative medicine field. Silver Creek is now aonigy-owned subsidiary of ours with the
minority equity held by third party investors.

Our most advanced product candidates

The following table summarizes key inforinatabout our five most advanced therapeutic prodacdidates. All of these product
candidates are designed for intravenous administrat

Program Indication Stage of developmen Commercial rights
MM-398 Monotherapy ir Phase 3 ongoin Merrimack worldwide, exceg
(nanotherapeuti pancreatic Taiwan
encapsulation ¢
irinotecan) MM-398 plus 5-FU and Phase 2 ongoing
leucovorin in colorecte
Monotherapy in colorect: Phase 1 ongoin
Monotherapy in gastri Phase 2 comple!
Monotherapy in gliomi Phase 1 ongoin
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Program Indication Stage of developmen Commercial rights
MM-121 MM-121 plus exemestane Phase 2 ongoing Sanofi worldwide; Merrimack
(ErbB3 targeted monoclonal  in hormone-sensitive holds option to co-promote in
antibody) breast United State:

MM-121 plus erlotinib Phase 2 ongoing
in nor-small cell lung
Neoadjuvant MN-121 plus Phase 2 ongoing

paclitaxel in ErbB2 (HER2)
negative breas
MM-121 plus paclitaxel in Phase 2 ongoing
platinum resistant/refractory
advanced ovaria
MM-121 plus paclitaxel in ErbB2 Phase 1 ongoing
(HER?2) negative breast, ovarian
and other gynecologic
MM-121 plus cetuximab and Phase 1 ongoing
irinotecan in solid tumor
MM-121 plus multiple an-cancel Phase 1 ongoin
therapies in solid tumol
Solid tumors, monotherag Phase 1 ongoin
MM-111 MM-111 plus Phase 2 planne Merrimack worldwide
(ErbB3 and ErbB2 (HER2) targeted therapies and/or
targeted bispecific antibody)  chemotherapies in ErbB2 (HER2)
positive cancer
Monotherapy in ErbB2 (HERZ Phase 1 comple:
positive indication:
MM-111 plus Phase 1 ongoing
trastuzumab in ErbB2
(HER?2) positive breas

Multi-arm combination therapy  Phase 1 ongoing

safety trial
MM-302 Monotherapy in ErbB2 (HER2) Phase 1 ongoing Merrimack worldwide
(ErbB2 (HER?2) targeted positive breast

nanotherapeutic encapsulation
of doxorubicin)
MM-151 Monotherapy safety trial Phase 1 ongoing Meaxck worldwide
(EGFR (ErbB1) targeted
oligoclonal antibody

We are developing companion diagnostice&mh of the above therapeutic candidates. Wetpléile an Investigational Device
Exemption, or IDE, with the FDA prior to initiatinginical trials of each of oun vitro companion diagnostics to validate their prospeatise.

Cancer

The initial focus of our business is to lgppur Network Biology approach to the developmeftherapeutics and companion diagnostics
for the treatment of solid tumor cancers. Cancénéssecond

11
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most common cause of death in the United Stategesbed only by heart disease. In the United Stedeser accounts for almost one of every
four deaths. The National Institutes of Healthraaties that the direct medical cost of cancer aypls, including solid tumors, in the
United States in 2010 was more than $100 billion.

Solid tumor market

The following table sets forth informatiahout the solid tumor cancers for which we are ligpieg therapeutic product candidates and
companion diagnostics. The U.S. annual incidenckfiga year relative survival rates are based dorination from the American Cancer
Society in 2011. Relative survival compares suvaraong cancer patients to that of people not diagd with cancer who are of the same
race and sex. It represents the percentage of cpatients who are alive after a designated tim@geelative to persons without cancer.

Five year
U.S. annual relative

Tumor type incidence survival rate Selected marketed therapie:

Pancreati 44,03( 6% gemcitabine (Gemzar); erlotin
(Tarceva)

Colorectal 141,21( 65% oxaliplatin (Eloxatin); irinoteca
(Camptosar); bevacizumab
(Avastin); cetuximab (Erbitux);
panitumumab (Vectibix

Gastric 21,52( 26% capecitabine (Xeloda); trastuzumab
(Herceptin)

Brain and other nervous systt temozolomide (Temodar

cancers carmustine (BiCNU); polifeprosan
20 with carmustine implant
22,34( 36% (Gliadel); bevacizumab (Avastil
Breast 230,48 89% trastuzumab (Herceptin); docetaxel

(Taxotere); paclitaxel (Taxol,
Abraxane); capecitabine (Xeloda);
anastrazole (Arimidex); letrozole
(Femara); exemestane (Aromas

Lung and bronchus 221,13( 16% docetaxel (Taxotere); gemcitabine
(Gemzar); pemetrexed (Alimta);
gefitinib (Iressa); erlotinib (Tarcev:
bevacizumab (Avastin); paclitaxel
(Taxol)

Ovarian 21,99( 46% liposomal doxorubicin (Doxil

In addition to the marketed therapies tistbove, there are many generic chemotherapiesegimdens commonly used to treat these
cancers. Although the various marketed therapidsegimens provide benefits to some patients wiinangas monotherapies or in
combination with other therapies, each has efficauny adverse event limitations and none of thensaceessful in treating all patients. The
level of morbidity and mortality from these cancermains high.

Outcome measures

There are a number of standard efficacyeimds that clinicians use to measure outcomeslioical trials for cancer therapies. The
following are explanations of the meanings of theiaus

12




Table of Contents

efficacy endpoints that we are using in our onga@nd planned clinical trials for our product caradés, as described in more detail below:

. Overall survival (OS): survival from the initiatiaf treatment.
. Complete response (CR): disappearance of all téggeins and nc-target lesions
. Pathologic complete response (pCR): complete resspas determined by a pathologist and defined églbisence of any canc

cells in the tumor sample.

. Partial response (PR): overall tumor regressioedhas a decrease of at least 30% in the sum ofurezhsumor diameters wit
no new tumaors.

. Progression free survival (PFS): time to tumor pesgion from the initiation of treatment based oiingrease of at least 20% in
the sum of measured tumor diameters with no nevotsim

. Progressive disease (PD): growth of at least 20&bdrsize of the tumor or spread of the tumor sbeginning of treatmen

. Stable disease (SD): neither sufficient decreasenor size to qualify for partial response (PRY) swfficient increase in tumor
size to qualify for progressive disease (PD).

. Objective response rate (ORR): complete responBg (&e plus partial response (PR) ri

. Disease control rate (DCR): complete response (@R)plus partial response (PR) rate plus stakade (SD) rate for a
specified period of time, also known as clinicahéfit rate.

. Duration of response: amount of time a patient shawobjective tumor respon:
Adverse event grading

Clinicians typically classify adverse evenbserved in clinical trials of cancer therapiasdal on a standard grading system as follows:

. Grade 1—mild.

. Grade 2—moderate.

. Grade —severe

. Grade —potentially life-threatening or disablin

. Grade 5—death.
MM-398
Overview

MM-398 is a novel, stable nanotherapeuticapsulation of the marketed chemotherapy drugteiran. MM-398 recently achieved its
primary efficacy endpoints in two Phase 2 clinialls, one in pancreatic cancer patients and ogstric cancer patients. We are conduct
pivotal Phase 3 clinical trial of MN898 for the treatment of patients with metastatingreatic cancer who have previously failed treatmsth
the chemotherapy drug gemcitabine (Gemzar). In 2011, the FDA granted MM-398 orphan drug desigmator the treatment of pancreatic
cancer. In September 2011, the European Medicigeséy granted MM-398 orphan medicinal product design for the treatment of
pancreatic cancer. We are simultaneously workindgteelop an imaging agent that can be used as paston diagnostic to identify the pati
population likely to respond to treatment with MN& We plan to develop MM-398 for a range of othaid tumor indications, including
colorectal cancer, lung cancer and glioma.

13
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Gemcitabine is the current standard of cathe first-line treatment of metastatic pandeaancer. Multiple studies of gemcitabine
published in peer reviewed medical journals inftfe-line setting for this indication have showredian overall survival (OS) in the range of
five to seven months, with median progression éwwival (PFS) of two to four months and 12-monihvssal of approximately 20%.

There are currently no approved treatmimtgemcitabine refractory metastatic pancreatiwea, nor is there a consensus on standard of
care treatment for such patients. A limited amafrdata suggest that, absent additional therapietastatic pancreatic cancer patients who are
refractory to gemcitabine on average can expeldtéapproximately two months. These patients autyeeceive chemotherapy combinatio
usually containing one or more of gemcitabine, cépbine (Xeloda), oxaliplatin (Eloxatin), fluoraagil, or 5-FU, or leucovorin.

There are a number of agents currentlyghated in combination regimens as both first-ind second-line therapy for metastatic
pancreatic cancer. In a recent Phase 3 clinialitrifirst-line metastatic pancreatic cancer corimgagemcitabine with the regimen known as
FOLFIRINOX, which is a combination of oxaliplatiminotecan, 5-FU and leucovorin, publishedline New England Journal of Medicine
patients dosed with FOLFIRINOX showed a statislycaignificant increase in objective response (&BR) and overall survival (OS)
compared to patients dosed with gemcitabine. Howelre results in this trial suggested FOLFIRINGost appropriate for patients with
good performance status, or general well-beingab®e of adverse events observed in the FOLFIRIN@Xpg Patients dosed with
FOLFIRINOX showed statistically significant incressin grade 3 and grade 4 adverse events, incluginggopenia, febrile neutropenia,
thrombocytopenia, diarrhea and sensory neuropathgpared to patients dosed with gemcitabine.

Design and potential advantages of MM-398

MM-398 is designed to stably retain andi@cbirinotecan while in circulation in the bodyda@nable efficient accumulation of the drug in
solid tumors. Our nanotherapeutics consist of igjhrticles, which are enclosed spheres of lipgnhranes, and are designed to encapsulate
active drug payloads. The encapsulated active affdviM-398, irinotecan, is a well known and widelged chemotherapy. Irinotecan is a pro-
drug of SN-38. SN-38 potently arrests cell growghrhibiting topoisomerase 1, an enzyme involvedeéti replication. Typically, free
irinotecan is metabolized in the liver into SN-38d from there SN-38 circulates throughout the b@ysing with irinotecan, as with other
chemotherapies, is limited by severe adverse aftlett, in turn, limit efficacy. In addition, asttviother chemotherapies, the efficacy of
irinotecan is limited by tumor resistance mechasism

We believe that the nanotherapeutic endapisn of irinotecan yields a number of favorabteibutes that will lead to increased efficacy
and fewer adverse events in comparison with fieetecan.

. We believe that the encapsulation technology previtre premature metabolism of the active drugthaceby reduces systemic
exposure and increases the amount of active draidphle to be delivered at the tumor site.

. The specific size and stability characteristicd/dfi -398 are designed to enable the preferential deposif the drug withir
tumors relative to normal tissue. Specifically, medieve that, as a nanotherapeutic, MM-398 is ablgilize the enhanced
permeability and retention, or EPR, effect to siety enter, and subsequently be trapped in, tsmoth leaky vasculature.

. MM-398 is designed for the irinotecan inside the mdkto be converted into ¢-38 locally by tumc-resident macrophage

rather than being converted in the liver, as ocutitls free irinotecan. We believe that MM-398 wds tumor macrophages to
both break down the nanotherapeutic and conveitittitecan into SN-38 in the local tumor envirommehereby

14




Table of Contents

preventing tissues surrounding the tumor from biloghhe access of SN-38 to the tumor, as occuts traditional
chemotherapies. Overall, the design of MM-398 isrided to increase the local concentration of aaiug so as to improve its
anti-tumor effects, especially for hard to treahtus.

Clinical development of MM-398
We are pursuing two approaches in the orggoiinical development of MM-398:

. Replace irinotecan. The FDA approved irinotecan as Camptosar in X¥684se in colorectal cancer. Before losing patent
coverage, worldwide sales of Camptosar exceedd@diilion annually. In clinical practice, irinotecds currently used as a
monotherapy or combination therapy in multiple @rindications, including pancreatic, colorectahd, ovarian, stomach,
breast, leukemia, lymphoma and cervical cancers.@mwur clinical development strategies is to aeplthe use of irinotecan
with MM-398 by demonstrating that MM-398 has faudeefficacy and safety characteristics comparddriotecan.

. Expand into new indication Chemotherapies are widely used in the treatmfecairecer in the neoadjuvant setting, in which
goal of treatment is to reduce the size of a tuseathat it can be completely removed by surgemtioer means, through late
stage cancer treatment. The use of chemotherapliesied by severe adverse effects that, in tlinmt their efficacy. Our
second clinical development strategy is to expaedise of MM-398 into indications for which irinot is currently not being
used by demonstrating that MM-398 has favorablieasy and safety characteristics compared to thectistandard of care.

Prior to May 2011, our collaborator, PhaEngine, Inc. or PharmaEngine, led the clinical dewment of MM-398 under the designation
PEPO02. In May 2011, we entered into an agreemehtMiarmaEngine through which we now hold the dgwakent and commercialization
rights to MM-398 worldwide, other than in Taiwans A result, we expect that we or third party inigegor sponsors will conduct all future
clinical trials of MM-398, including the Phase 3nital trial of MM-398 for the treatment of metaitapancreatic cancer.

Pancreatic cancer
Phase 3 clinical tria

We are conducting a randomized, open laosltrolled, pivotal Phase 3 clinical trial of MMB8 in patients with metastatic pancreatic
cancer who have previously failed treatment wittngéabine. The trial is designed to compare thieaffy of MM-398 against the combinatis
of 5-FU and leucovorin, which is one of the drugntnations that clinicians use to treat patienthwietastatic pancreatic cancer who have
failed treatment with gemcitabine. Patients wilhggally receive 120 mg/rhof MM-398 every three weeks. We expect this tra¢nroll
approximately 270 patients at approximately 90ssiteNorth America, South America, Europe, Asia &fidca. The primary efficacy endpoint
of this trial is a statistically significant diffence in overall survival (OS) between MM-398 anel tbmbination of 5-FU and leucovorin, and
the secondary endpoints include objective respoatee(ORR) and progression free survival (PFS).

Phase 2 clinical tria
MM-398 is currently being evaluated in gren label, single arm Phase 2 clinical trial inp&fients with metastatic pancreatic cancer who
had previously failed treatment with gemcitabinati€éhts receive 120 mg/fof MM-398 every three weeks. This trial is beingidacted at

three sites, two in Taiwan and a third at the Ursitg of California, San Francisco, and has congaletnrollment.
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The trial is being conducted by PharmaEngine. Aslay 31, 2011, a total of seven patients in tha twere still alive and two of these patients
were still undergoing treatment with MM-398.

The primary efficacy endpoint of this trialthe three month survival rate. The hypothekib® clinical trial was that absent further
therapies, 40% of these patients would surviveetimenths. Success in the MM-398 Phase 2 clinizdiwas defined as achieving a three
month survival rate of 65%. The trial was succdsa$ur5% of patients survived three months or longlee secondary efficacy endpoints in
this trial were objective response rate (ORR), pgegion free survival (PFS) and overall survivabjOTrhe objective response rate (ORR) was
7.5%, with three patients achieving a partial resgo(PR). The median progression free survival JRES 9.6 weeks, and median overall
survival (OS) was 22.4 weeks.

The trial had the following additional keighlights as of May 31, 2011:

. As shown in the waterfall plot below, 16 patientsvéved longer than six months and eight of thosgemts, or 20% overall,
survived for greater than one year. In additiorg patients remained alive who had not yet reachedhe year time point. Sir
May 31, 2011, both of these patients reached tleeyear time point, for a 25% one year survival.r&emcitabine was approv
as a first-line treatment for pancreatic canceetias a one year survival rate of 18%.

. Initially, one of the eight patients who survivedeoyear had a tumor that was not able to be suhgieenoved. However, whil
receiving treatment with MM-398, the tumor shrankKisiently that the patient could undergo surgemd the tumor was
surgically removed. As of May 31, 2011, this patieas still alive.

. Three patients achieved a partial response (PRL&nuhtients had stable disease (SD) at six weegslting in a disease conti
rate (DCR) at six weeks of 47.5%.
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The chart below shows the overall survi@®) of each patient in this trial as of May 31120Each bar represents a different patient, and
the height of the bar represents how long thaepasurvived. The black bars represent patientsivelve died, while the gray bars represent
those who were still alive as of May 31, 2011.
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The following table summarizes the gradm8 grade 4 adverse events observed in this trial.

Patients

Adverse eveni (n=40)

Neutropenie 12 (30.0%
Leucopenie 9 (22.5%
Anemia 6 (15.0%
Diarrhea 3 (7.5%
Fatigue 3 (7.5%
Nausee 2 (5.0%
Vomiting 2 (5.0%
Thrombocytopenii 2 (5.0%
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Colorectal cancer
Phase 2 clinical tria

MM-398 is currently being evaluated in adamized, open label Phase 2 clinical trial to caraphe efficacy of FUPEP, which is a
regimen of 5-FU, leucovorin and MM-398, to FOLFIRIhich is a regimen of 5-FU, leucovorin and iriregta. The trial protocol calls for
enroliment of 88 patients with second-line metastatlorectal cancer. We are currently recruitirgignts at approximately six sites in France.
As of February 29, 2012, the trial had enrollecpa€ients. The primary efficacy endpoint of thigltis objective response rate (ORR).
Secondary endpoints include progression free sar(RFS) and overall survival (OS). GERCOR, a coatdee research group of physicians
based in France, is conducting this trial.

Phase 1 clinical tria

MM-398 is currently being evaluated in gren label, dose escalation Phase 1 clinical tfisdid-398 in patients with colorectal cancer
who have previously failed treatment with the chérecapy drug oxaliplatin. The trial has enrolledpkients, and recruitment is complete.
The purpose of this trial is to assess safety @terthine the maximum tolerated dose. The Natiamstltlte of Cancer Research, National
Health Research Institutes in Taiwan is condudiiigytrial. To date, MM-398 has been well toleras¢dloses of 80 mg/fh, 90 mg/m? and
100 mg/m? every two weeks in this trial, and preliminary sigsf anti-tumor activity have been observed inaiarpatients. Consistent with the
design of this Phase 1 clinical trial to princigakst for safety and dosage tolerance, this Phasal was not designed to test for statistical
significance of anti-tumor activity.

Gastric cancer
Phase 2 clinical tria

MM-398 was recently evaluated in a rand@djzdlinded Phase 2 clinical trial comparing tHiecaty of MM-398 to each of irinotecan a
docetaxel (Taxotere) in 132 patients with metasigaistric or gastroesophageal junction adenocar@neho had failed one previous therapy.
The patients were randomized into three groupgiqfatients each. Patients were dosed at 22 sitdg aountries in Europe and Asia. Patients
were randomized to receive 120 mgfof MM-398 every three weeks, 300 mgfraf irinotecan every three weeks or 75 md/of docetaxel
every three weeks.

The primary efficacy endpoint of this triahs objective response rate (ORR). Success wapgxtively defined as five or more patient
an arm achieving a complete or partial response-388! (six patients) and docetaxel (seven patien&t)the primary endpoint, but free
irinotecan did not. The secondary efficacy endmoimere disease control rate (DCR), progressiondueaval (PFS) and overall survival (OS).
The following table summarizes the efficacy datatfas trial.

MM-398 Irinotecan Docetaxel
Response (n=44) (n=44) (n=44)
ORR 6(13.6%  3(6.8% 7 (15.9%
DCR at six week 27 (61.4% 27 (61.4% 24 (54.6%
Median PFS (days 81 79.k 82
Median OS (days 21¢ 23t 21¢
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The following tables summarize the grads@ grade 4 adverse events observed in this trial.

MM-398 Irinotecan Docetaxel
Adverse event (n=44) (n=44) (n=44)
Hematological
Neutropenie 5(11.4% 7(159% 7 (15.9%
Febrile Neutropeni 3(6.8% 5(11.3% 2 (4.6%
Anemia 2 (4.5% 2(45% 3(6.8%
Thrombocytopenii 1(2.3% 1(2.3%  0(0.0%
Non-hematological
Diarrhea 12 (27.3% 8 (18.2% 1(2.3%
Nauses 5(11.4% 2(46%  0(0.0%
Vomiting 2(46% 6 (13.6% 3 (6.8%
Anorexia 3 (6.8% 3(6.8%  0(0.0%
Fatigue 2 (4.6% 1(2.3% 1(2.3%

In addition to the data shown above, wéguared a subgroup analysis on the MM-398 group dasethe two different dose levels that
patients received. 39 of the 44 patients who receMM-398 were treated at 120 mg?mThe remaining five patients were treated at 150m
2. As summarized in the following table, patientshat higher dose showed better outcomes with réespéoth the primary and secondary

endpoints.

Response
ORR

DCR
Median PFS (days
Median OS (days

Dose Dose
120 mg/m2 150 mg/m2 Total
(n=39) (n=5) (n=44)
3(7.7% 3(60.0% 6 (13.6%
22 (56.4% 5(100.0% 27 (61.4%
77 181 81
181 23t 21¢

The following table summarizes the gradm8 grade 4 adverse events observed in these syisgro

Adverse event
Hematological
Neutropenie
Febrile Neutropeni
Anemia
Thrombocytopenii
Non-hematological
Diarrhea

Nausez

Vomiting

Anorexia

Fatigue

Dose Dose
120 mg/m? 150 mg/m? Total
(n=39) (n=5) (n=44)
5(12.8% 0(0.0% 5 (11.4%
3(7.7% 0(0.0%  3(6.8%
0(0.0% 2 (40.0% 2 (4.5%
0(0/0% 1 (20.0% 1(2.3%
11 (28.2% 1(20.0% 12 (27.3%
5(12.8% 0(0.0% 5 (11.4%
2(51% 0(0.0% 2 (4.6%
3(7.7%  0(0.0% 3 (6.8%
2(51% 0(0.0%  2(4.6%
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Initial Phase 1 clinical trials

Several additional Phase 1 clinical trizfl$1M-398 have been conducted or are ongoing téuewea safety and determine dosing for
Phase 2 clinical trials of MM-398. Key findings finathese trials include the following:

. In a multi-center, open label dose escalation tidM-398 as a monotherapy at 60 mgZm120 mg/m? and 180 mg/nf every
three weeks in 11 patients with advanced solid tsidM-398 exhibited a sustained release profilé lamger circulation time
in the blood than free irinotecan, based on a coismaof pharmacokinetic data from this trial ahd product label for
irinotecan. In addition, systemic exposure to itgoan released by MM-398 was negligible acrossdhge of doses tested,
indicating that most MM-398 was present as the paglated form in the plasma and that leakage dteican was minimal
during circulation. In addition, preliminary sign§anti-tumor activity were observed in certainigats. Consistent with the
design of this Phase 1 clinical trial to princigakst for safety and dosage tolerance, this Phaseal was not designed to test
statistical significance of anti-tumor activity.

. In a multi-center, open label dose escalation tidiM-398 at 60 mg/nf, 80 mg/m?, 100 mg/n?and 120 mg/nf every three
weeks in combination with 5-FU and leucovorin inddivanced solid tumor patients, M888 exhibited a longer circulation tir
in the blood than free irinotecan, based on a coispa of pharmacokinetic data from this trial ahd product label for
irinotecan.

. In an ongoing investigator sponsored, open laldedscalation Phase 1 clinical trial of MM-39®atients with glioma being
conducted at the University of California, San Eiaco, MM-398 has been well tolerated at dosegpdbul 80 mg/nt every
three weeks by patients within a subgroup definethb presence of a specific genetic marker obténan metabolism.

Companion diagnostic development

We believe that deposition of MM-398 in tenor is important to efficacy. We are developargn vivoliposomebased imaging agent
measure deposition in the tumor in an effort to@ke those patients whose tumors are unlikely spoad to MM-398 treatment. We are
currently evaluating in preclinical testing nanatieutic formulations of various agents imaged BY Bcan and other modalities to assess the
potential for measuring significant deposition. Wfe also investigating functionial vitro biomarkers that we believe may be predictive of
efficacy in poorly vascularized tumors, such ascpeatic cancer.

MM-121
Overview

MM-121 is a fully human monoclonal antibdihat targets the ErbB3 cell surface receptor. Véecarrently evaluating MM-121 in
multiple Phase 1 and Phase 2 clinical trials in loimation with chemotherapies and other targetedhfiies. We believe that MM-121 was the
first ErbB3 inhibitor to enter clinical developmeblife are developing a companion diagnostic baseafive biomarker assay to determine
whether a tumor is dependent on ErbB3 signalingaanenable to treatment with MM-121. We are testitig assay in our ongoing MM-121
clinical trial program. We have established a wwitte collaboration with Sanofi for the developmantl commercialization of MM-121. We
are developing MM-121 for a wide range of solid turimdications, including lung, ovarian and brezescers.
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Design and potential advantages of MM-121

We identified the importance of ErbB3 thghuNetwork Biology. Our research recognized theviogsly unappreciated role of ErbB3 as
being critical in combinatorial ligand-induced aetiion of the ErbB pathway, which can lead to turmeli growth and survival.

In designing MM-121, we:

. generated a human antibody antagonist as opposatbtber type of therapeutic because the ErbB3tecdoes not have ¢
active kinase domain and therefore ErbB3 signatemgnot be blocked by a small molecule kinase itdvipi

. generated a human antibody that binds to a spemifitton of the ErbB3 molecule so as to block thelimg of ErbB3's
activating ligand, known as heregulin, and inhgsitwth and survival signaling;

. designed the antibody to inhibit Erb-induced activation by ligands other than heregirblocking the ability of ErbB3 to pa
with other receptors and become activated by them;

. designed MN-121 to cause the ErbB3 receptor to be internalizedthe tumor cell so that it is no longer avaligafor the
signaling process that can drive cancer growthsamdival; and

. designed MM-121 as a specific type of antibodylechan 1gG2, that minimizes immune activation tteat cause off-target
adverse events.

Based on the central role of ErbB3 in camgeewth and survival, we believe that MM-121 pdialy is applicable to a broad range of
tumors, including lung, prostate, breast, ovariath pancreatic cancers. Our preliminary study oéssghvhundred tumors suggests that MM-121
may be able to target ErbB3 signaling occurrin0f06 or more of cancer patients with these typasmbrs.

Our research suggests that ErbB3 is adsdcwith the development of resistance to otherajies. Therefore, we believe that MM-121
may be especially effective when given in comborativith chemotherapies and other targeted therapidgotentially offers the following
advantages compared to existing therapies:

. the ability to synergistically or additively attattknor growth, based on our preclinical researebliring a broad range of
combination therapies;

. the ability to delay the development of resistatacether agents, based on our research demongtthtih ErbB3 signaling is
upregulated in response to treatment with othemtfies; and

. the ability to restore sensitivity to drugs, basedanalyses of MI-121 in several cell types and xenograft modelsdhe
resistant to targeted therapies or chemotherapies.

Clinical development of MM-121

We and Sanofi are conducting a broad dinpcogram to test MM-121 in combination with agarof other therapies across a wide
spectrum of solid tumor patient populations. Thelgd this program is to explore the effect andoaify of MM-121 in combination with other
targeted ErbB agents, such as erlotinib (Tarcera),chemotherapies, such as paclitaxel (Taxol)pl&ie to assess whether efficacy is
improved by measuring the ability of various MM-1&Imbinations to enhance atimor activity or to delay resistance or restomesgeity to
the other therapies.

Phase 2 clinical trial of Mk 121 in combination with exemestane for hormonesi§ea breast cancer

We are currently conducting a randomizexdibde blind Phase 2 clinical trial to compare tffeeacy of MM-121 in combination with
exemestane (Aromasin) to exemestane alone. Exemedsta
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widely used aromatase inhibitor for the treatmdrireast cancer. Aromatase is an enzyme implicatedeast cancer. The trial protocol calls
for enroliment of 130 postmenopausal women withasigttic hormone-sensitive breast cancer who hatedeegative for overexpression of
ErbB2 (HER2) and who have previously failed treattngith an aromatase inhibitor or other anti-estrotherapy. We are conducting this trial
at multiple sites in North America and Europe. Phienary efficacy endpoint of this trial is progressfree survival (PFS). Secondary
endpoints are overall survival (OS), objective tesge rate (ORR), duration of response and diseageotrate (DCR).

Phase 1/2 clinical trial of MM121 in combination with erlotinib for non-smalllickeing cancer

We are currently conducting a Phase 1f#al trial of MM-121 in patients with metastatiomsmall cell lung cancer, or NSCLC. The
Phase 1 portion of the trial is an open label, dsmlation study in which successive groups oépet will be enrolled. The purpose of the
Phase 1 portion of the trial is to assess theyafdIM-121 in combination with erlotinib and deteine the optimal dose and dosing schedule
of this combination for the Phase 2 portion oftified. Erlotinib is a marketed small molecule diestat EGFR (ErbB1). Enrollment in the
Phase 1 portion of the trial is complete with altof 32 patients enrolled. Clinical activity obged in this trial included one patient with a
partial response (PR) and 14 patients with staisieade (SD). The most common toxicities observexhgfgrade were diarrhea (82%), rash
(64%) and fatigue (64%). Consistent with the desifithis Phase 1 clinical trial to principally tdst safety and dosage tolerance, this Phase 1
trial was not designed to test for statistical gigance of anti-tumor activity.

We are also currently conducting the Pi2agertion of the trial, which involves testing threeparate hypotheses in three different
populations of NSCLC patients, at multiple sitetNiorth America, Europe and Asia. The Phase 2 podiche trial is an open label study in
which we plan to enroll approximately 229 patieintparallel across the three different patient pagons. The primary efficacy endpoint of
Phase 2 portion of the trial is progression frewisal (PFS). The three populations of NSCLC pa8en be included in the study are:

. Group A: patients whose tumors do not have an E@¥fBB1) activating mutation, whose cancer has meclior progressed
following at least one chemotherapgntaining regimen and who have not received #iBFR (ERbB1) targeted therapy will
randomized to receive either MM-121 in combinatigth erlotinib or erlotinib alone;

. Group B: patients whose tumors have an EGFR (ErbBtiyating mutation and who have not receivedrgEiGFR (ErbB1)
targeted therapy will be randomized to receiveegitiM-121 in combination with erlotinib or erlotimialone; and

. Group C: patients whose tumors had responded td=HGFB1) targeted therapy and subsequently acfjuésistance wil
receive MM-121 in combination with erlotinib.

Phase 2 clinical trial of neoadjuvant M121 in combination with paclitaxel for ErbB2 (HER®gative breast cancer

We are currently conducting a randomizexolabel Phase 2 clinical trial of neoadjuvant MRIt in combination with paclitaxel, an
established chemotherapy, in patients with ErbB2RH) negative breast cancer. We expect to enrtBma in this trial at approximately 35
40 sites in North America. The primary efficacy paoht of this trial is pathologic complete respog€R) rate at time of surgery. We expect
this trial to enroll approximately 200 patientgpiarallel across the following two populations obadjuvant ErbB2 (HER2) negative breast
cancer patients:

. Group A: patients whose tumors are estrogen recemt@&R, positive and ErbB2 (HER2) negative andehaot undergone prior
treatment or surgery; and
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. Group B: patients whose tumors are ER negativeBE(BER2) negative and progesterone receptor negaiften referred to i
triple negative breast cancer, and have not undergaor treatment or surgery.

Each population of patients is being ranidech at a two to one ratio to receive either MM-12tombination with paclitaxel or paclitaxel
alone. Following treatment, patients will receitvaslard treatment with doxorubicin and cyclophosplde, two marketed chemotherapies,
monitored until the surgical resection.

Phase 2 clinical trial of MN121 in combination with paclitaxel for platinumsistant or refractory advanced ovarian cancer

We are currently conducting a randomizexrolabel Phase 2 clinical trial of MM-121 in comdiion with paclitaxel in patients with
advanced ovarian cancer who are resistant or tefsato treatment with platinum-based chemothegpignich are frequently used to treat
ovarian cancer. We expect this trial to enroll @210 patients at multiple sites in North America &urope. The primary efficacy endpoint of
this trial is progression free survival (PFS). Beeondary endpoints include overall survival (@Bjective response rate (ORR) and duration
of response.

Phase 1 clinical trial of MM121 in combination with paclitaxel for ErbB2 (HER®Zgative breast cancer and gynecological cancers

We are currently conducting an open lathese escalation Phase 1 clinical trial of MM-12tdmbination with paclitaxel in patients with
the following cancers:

. advanced ovarian and other gynecological cance

. metastatic ErbB2 (HER2) negative breast car

We are conducting this trial at multipleesiin the United States. The purpose of theigitd assess the safety of MM-121 in combination
with paclitaxel, determine the recommended dosa faubsequent Phase 2 clinical trial and evalti@t@otential utility of the predictive
biomarkers for MM-121. There are two cohorts ofiguatts in this trial who receive different loadingdaongoing doses of MM-121 during the
trial. The dose escalation portion of the triatégnplete, and an expansion cohort continues tdlgratients. To date, preliminary data
regarding safety and anti-tumor activity from ttrial suggest that further investigation of the cdmation of MM-121 and paclitaxel is
warranted in Phase 2 clinical development, whichaveecurrently pursuing in multiple indications.r@@stent with the design of this Phase 1
clinical trial to principally test for safety andshge tolerance, this Phase 1 trial was not desgsigntest for statistical significance of anti-tumo
activity.

Phase 1 clinical trial of MN121 in combination with cetuximab and irinotecanrultiple solid tumor types

We are currently conducting an open lathete escalation Phase 1 clinical trial of MM-12tdmbination with cetuximab and irinotecan
in patients with the following cancers:

. advanced colorectal cancer;

. squamous cell head and neck cancer;
. nor-small cell lung cance

. triple negative breast cancer;

. other types of solid tumors that depend on EGFREH) activity.

23




Table of Contents

We are conducting this trial at multipleesiin the United States. The purpose of theigitd assess the safety and pharmacokinetics of
MM-121 in combination with cetuximab and MM-121dombination with cetuximab and irinotecan.

Phase 1 clinical trial of MN121 in combination with multiple anti-cancer thpres for advanced solid tumor types

We are currently conducting an open lathese escalation Phase 1 clinical trial of MM-12tdambination with one of multiple standard
anti-cancer therapies. We are conducting this atimhultiple sites in North America and the Eurapémion. The purpose of this trial is to
evaluate the safety and pharmacokinetics of MM-ih2datients with advanced solid tumors when adrténésl in combination with each
separate anti-cancer therapy.

Phase 1 clinical tria

We have completed an open label, doseamalPhase 1 clinical trial of MM-121 in 25 patiemvith advanced tumors that were
refractory to other treatments. The purpose ofttias was to study the safety and pharmacokinatiperties, determine the maximum tolere
dose and evaluate the effect of MM-121 on tumomino There were six successive cohorts of thresxtpatients each in this trial. Each
cohort received different weekly doses of MM-12attimcreased after each cohort. In the last cohalsing regimen known as a loading dose
regimen was tested in which the first dose recewas higher than subsequent weekly dosing. We @iddentify a maximum tolerated dose in
this trial.

We are currently enrolling 20 to 30 patseimtan open label, expansion cohort of this todlrther characterize safety and explore clinical
biomarkers. Patients in the expansion cohort aypdieéd before and after dosing. This trial is feclen enrolling patients with ErbB2 (HER2)
negative breast cancer, ovarian cancer and othrarttypes in which the ErbB3 pathway may play apantant role. As of December 31, 20
we had enrolled 13 patients in this expansion dofitre following table summarizes the grade 3 aradig 4 adverse events observed in the
dose escalation and expansion phases of thisa#riaf December 31, 2010.

Patients

Adverse event (n=238)

Fatigue 4 (10.5%
Nause: 1(2.6%
Vomiting 1(2.6%

In the dose escalation portion of thisltfize of 25 patients (20%) achieved a clinicahbét, as demonstrated by stable disease (SD),
partial response (PR) or complete response (CRhdmxpansion portion of this trial, four of 13ipats (29%) enrolled as of December 31,
2010 had stable disease (SD) for eight weeks @elon

Planned clinical trials

We plan to initiate additional clinicalalé of MM-121 in a range of other solid tumor irations both as a monotherapy and in
combination with other treatments.
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Preclinical development of MM-121

We have conducted a comprehensive progfagreolinical testing of MM-121, including seveialvitro analyses anth vivo xenograft
studies. Key findings from this preclinical programslude the following:

. Administration of MIV-121 resulted in do-dependent growth inhibition in a broad range ofcearxenograft models, includir
those of lung, ovarian, breast, prostate and rearader.

. MM-121 demonstrated synergistic or additive effeet&en combined with a number of other therapiedugting both
chemotherapies and other targeted therapies, lastesf in the graphs below.

The figures below show the ability of MM4Lih preclinical testing to restore sensitivityttoth chemotherapies and other targeted
therapies and to achieve a synergistic improvenmeattivity when used in combination with thosertipges. The figures summarize
experiments in which we implanted human tumor dalis mice and measured how the growth of tumors affected over time in response to
different treatment regimens.

In the first figure, mice were implantedtwA549 human lung cancer cells, and the tumorgvaowed to grow. Seven mice in each of
four groups were then treated with placebo, paaitaMM-121 or a combination of MM-121 and paclighxThe A549 lung cancer tumors are
generally resistant to treatment with paclitaxeijoh is confirmed by the lack of activity demongtcby treatment with paclitaxel alone.
Treatment with MM-121 inhibited growth of the tursofmportantly, when MM-121 and paclitaxel were a@ustered in combination, there
was an additional inhibition of xenograft growthdicating that treatment with MM-121 sensitized tle@ograft to treatment with paclitaxel
and resulted in a synergistic inhibition of thegtio of the xenograft.

In the second figure, a similar experimegas conducted in A549 human lung cancer cells. i5eviee in each of four groups were
implanted with A549 cells, and the tumors werevaéld to grow. Mice were then treated with placebloti@ib, MM-121 or a combination of
MM-121 and erlotinib. The A549 lung cancer tumons also generally resistant to treatment with grlbt which is confirmed by the lack of
activity demonstrated by treatment with erlotinibree. Treatment with MM-121 inhibited growth of themors. Importantly, when MM-121
and erlotinib were administered in combinationy¢h&as an additional inhibition of xenograft growitiidicating that treatment with
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MM-121 sensitized the xenograft to treatment witlotinib and resulted in a synergistic inhibitiohtbe growth of the tumors.
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Companion diagnostic development

Using our Network Biology approach, we ged a predictive biomarker profile that identiftesnors that are responsive to MM-121 in
animal models. This test measures the levels efgioteins involved in the ErbB pathway and predibe activated state of ErbB3 and,
therefore, the potential responsiveness of the tumbdM-121 based on those levels. Using this apphowe have been able to successfully
predict whether a tumor in a preclinical xenogsafidy will respond to MM-121. We now plan to inugate whether and at what levels these
biomarkers can predict MM-121 response in humarotusamples. As part of our ongoing clinical devetegmt of MM-121, we are taking
biopsies from patients in order to measure leveliamarkers in the tumors treated with MM-121.

MM-111
Overview

MM-111 is a bispecific antibody designeddmmet cancer cells that overexpress the ErbBR@jEell surface receptor, which are also
referred to as ErbB2 (HER2) positive, in orderrtbibit ErbB3 cell growth signaling. Bispecific dntidies are antibodies designed to
simultaneously bind to two different target celifage proteins or receptors. In the case of MM-1hése targets are the ErbB2 (HER2)
receptor and the ErbB3 receptor. We are currentjuating MM-111 in three Phase 1 clinical tridlge are working to develop a companion
diagnostic based on a multiple biomarker assagientify patient populations likely to respond tedtment with MM-111. This diagnostic is in
preclinical development. We are developing MM-1ad & wide range of solid tumors, including bregsstric, ovarian and bladder cancers.

Design and potential advantages of MM-111

MM-111 is designed to inhibit growth andhdual signaling through ErbB3 in cancer cells dwerized by high levels of ErbB2 (HER2).
The complex of ErbB2, ErbB3 and its ligand, hereguromotes tumor growth in ErbB2 (HER?2) positoancer cells. MM-111 consists of a
targeting arm that binds to ErbB2 (HER2) and agpeutic arm that binds to ErbB3. The ErbB3 armesighed to disrupt the
ErbB2/ErbB3/heregulin complex and therefore inhibihor cell growth and survival.

Based on our preclinical research, we belthat MM-111 may offer the following advantagesnpared to existing treatments:

. In patients with ErbB2 (HER?2) positive cancers,hedieve that the bispecific design of A-111 more effectively inhibits ErbE
than combinations of separate ErbB2 (HER2) and BriaBgeted antibodies. Multiple published studielidate that the affinity
of heregulin for the ErbB2/ErbB3 receptor complextrbB2 (HER2) positive tumor cells is very highur@esearch suggests
that this makes it difficult to inhibit signalingitl single drugs or combinations. M1 is designed to utilize an ErbB2 (HEF
targeting arm to greatly increase the local corre¢ion of the ErbB3 therapeutic arm on the surfafdeérbB2 (HER?2) positive
tumor cells, thus enabling the molecule to disthpthigh affinity complex and inhibit signaling.

. We believe that MM-111 may be particularly effective in combinatiorttwiboth ErbB2 (HER?2) targeted and conventic
chemotherapies, as MM-111 may be able to enhartcéuamor activity, delay the development of resiste to other agents and
restore sensitivity to drugs to which a tumor hasdme resistant.

. In breast cancer and additional tumor types, ssaaatric and ovarian cancer, we believe that-111 may be effective i

patients whose tumors express ErbB2 (HER?2) at Idewesls than those needed for currently marketédE(HER?2) targeted
agents that inhibit the ErbB2 (HER2) receptor digec
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. We believe that MM-111 will have a more favorakédesy profile than currently marketed ErbB2 (HER&)geting agents
because it is not designed to block ErbB2 (HER#)signaling, which is associated with cardiac adeeevents.

Clinical development of MM-111

We have initiated a clinical program to leée MM-111 as a monotherapy and in combinatiaih wastuzumab, with and without
conventional chemotherapy, across traditional ErHB2R2) positive solid tumors. We are evaluating MWL for the treatment of breast and
gastric cancer, for which ErbB2 (HERZ2) directedragere currently approved, in addition to ErbBER2) positive solid tumors for which
there are no approved therapies, such as bladdeerca

The goal of this program is to evaluatedtided benefit of combining MM-111 with targetetB2 (HER2) agents, such as trastuzumab
(Herceptin) and lapatinib (Tykerb), and conventiatemotherapies, such as paclitaxel, capecitadidecisplatin. We plan to assess whether
clinical benefit is improved by evaluating the &hibf MM-111 to delay resistance or restore thes#évity of other therapeutics. We have
designed this clinical program to provide us witformation about MM-111 for use in treating botaditional ErbB2 (HER?2) positive cancers
and solid tumors in which lower levels of ErbB2 (RIE) expression is known to occur but for which E2qBIER2) directed agents are not
currently clinically used.

We are currently planning a number of Ptiasknical trials of MM-111, including trials thabombine MM-111 with targeted therapies
and/or chemotherapies in patients with advance8E(bIER2) positive cancers. Subject to completingangoing Phase 1 clinical trials of
MM-111, we plan to initiate Phase 2 clinical deystent of MM-111 in 2012.

We are also currently conducting three BHaslinical trials of MM-111 as described belovas®d on data from these Phase 1 clinical
trials, we expect to identify the recommended corations of therapies and doses for additional &iRimase 2 clinical development of MM-
111 in ErbB2 (HERZ2) positive cancers.

Phase 1 clinical trial of MM111 in advanced, refractory ErbB2 (HER?2) posittamcers

We have completed an open label, doseasmalPhase 1 clinical trial of MM-111 in patiemtgh ErbB2 (HERZ2) positive solid tumors.
We enrolled 20 patients in this trial at four siteshe United States. The purpose of this tria$ Wwaassess the safety and clinical activity of
MM-111, to determine the maximum tolerated dosthermaximum feasible dose of MM-111 and to idergifiyy dose limiting adverse events.
We also designed the trial to assess objectiveoresprate (ORR) and progression free survival (PHS®) final data from this trial is currently
being reviewed.

Phase 1 clinical trial of MN111 in combination with trastuzumab for advancefilactory ErbB2 (HER2) positive breast cancer

We are currently conducting an open lathese escalation Phase 1 clinical trial of MM-11Dpatients with ErbB2 (HER2) positive breast
cancer. The purpose of the trial is to assessafetysof MM-111 in combination with trastuzumab atetermine the optimal dose and dosing
schedule of this combination. Trastuzumab is amamga therapy directed at ErbB2 (HER?2) positiveceartells. We are conducting this trial
at approximately three sites in the United Statés.plan to enroll up to 24 patients in the trias & February 29, 2012, we had enrolled and
dosed 15 patients in this trial.
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Phase 1 clinical trial of MM111 in combination with multiple treatments fobB2 (HER?2) positive solid tumors

We are conducting an open label, dose aealPhase 1 clinical trial of MM-111 in patiemgh advanced ErbB2 (HER?2) positive solid
tumors. The trial protocol calls for enrollmentugf to approximately 36 patients. We are condudtiigytrial at approximately 14 sites in the
United States. The purpose of the trial is to debee the maximum tolerated dose and any dose fighadverse events of MM-111 in
combination with multiple treatment regimens. Thal includes four combination therapies with MM1t1

. cisplatin, capecitibine and trastuzumab;

. lapatinib and trastuzuma

. paclitaxel and trastuzumab; and

. lapatinib and letrozole at the discretion of theeistigator in hormone receptor positive patients.

This trial also will assess the pharmacetas of MM-111 with each combination, safety aoktability of each combination and the anti-
tumor activity of each combination as indicatedobyective response rate (ORR), duration of respanskeprogression free survival (PFS).
Exploratory endpoints include an analysis of seamnu tissue markers and their correlation with amtior activity. As of February 29, 2012,
we had enrolled and dosed 33 patients in this ffialdate, the combination of MM-111 and each effirst three treatment regimens described
above has been well tolerated in this trial, arediiinary signs of anti-tumor activity have beersetved in certain patients receiving each of
these treatment regimens. Consistent with the dexithis Phase 1 clinical trial to principally tésr safety and dosage tolerance, this Phase 1
trial was not designed to test for statistical gigance of anti-tumor activity. We only recentlgdpmn enrolling patients in this trial who are
receiving the fourth treatment regimen describeavab

Preclinical development of MM-111

We have conducted a comprehensive progfgreolinical testing of MM-111, including seveialvitro analyses anth vivo xenograft
studies. Key findings from this preclinical programslude the following:

. MM-111 was active in several ErbB2 (HER2) positkanograft models, including breast, lung and gastincer. Tumor size
was reduced in all tumor types.

. In cell-based and animal model tests, the antifgraltive activity of MM-111 resulted in a tumorrgtkage that positively
correlated with ErbB2 (HER?2) expression levels. MUt had a synergistic effect on the inhibitionwhbr growth in a breast
cancer xenograft model when combined with trastuguor lapatinib. We believe these data suggestenpal benefit of addin
MM-111 to existing agents that target ErbB2 (HER2Y have marginal activity as monotherapies in RrBER?2) positive
disease.

. In cell-based and animal model tests, the combination 0-111 with ant-estrogen therapy showed superior activity to ei
drug as a monotherapy, indicating the potentiabfoombination of MM-111 with endocrine therapie®vercome acquired
resistance to endocrine therapies in ER positivieBE (HER2) positive breast cancer patients. Fange, in an estrogen-
stimulated, estrogen positive and ErbB2 (HER2) tpasbreast cancer cell assay, MM-111 as a monaglyeshowed growth
inhibitory effects similar to the anti-estrogen gsuamoxifen and fulvestrant. In the presence cédndin, MM-111 maintained
its growth inhibitory activity. In contrast, thehibitory effect of tamoxifen and fulvestrant wasnihished in the presence of
heregulin. This suggests that activation of ErbB8/roonfer tumor cell resistance to anti-estrogenapies.
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Companion diagnostic development

We are working to develop a diagnostic thak will allow rapid identification of patientiély to respond to treatment with MM-111
based on their expression levels of ErbB2 (HERB)BB, heregulin and other factors that we anti@pdéntifying from ongoing clinical trials.
Our goal is to develop a diagnostic tool that affeignificant improvement over the qualitative $abat are currently used to identify
potentially responsive patients based on ErbB2 (B)ERerexpression alone.

The current focus of this program is theedepment of quantitative assays to assess ErbBER@), ErbB3 and heregulin levels in
archived and pretreatment patient biopsies fromcboical trials to generate data to support owntarker hypotheses. We are also evaluating
other potential biomarkers through collaborativekweith a third party.

MM-302
Overview

MM-302 is a nanotherapeutic encapsulatiotosorubicin with attached antibodies that tafgeiB2 (HER2). We are conducting a
Phase 1 clinical trial of MM-302 in patients witthenced ErbB2 (HER2) positive breast cancer. Welasgyning a companion diagnostic for
MM-302 to predict which patients have tumors thdt @xhibit high uptake of MM-302. We are initiallyursuing development of MN8O2 as ¢
therapy for metastatic breast cancer that is refrado other therapies. We also plan to pursueuieeof MM-302 as an earlier line of therapy
the adjuvant setting, which means use in conjunatiith radiotherapy or surgery, and the neoadjugatiing. In addition, we plan to pursue
the use of MM-302 as a therapy for other ErbB2 (REpositive tumors.

Doxorubicin is a marketed chemotherapy ihatmember of the anthracycline class of chenmafiies. The addition of anthracyclines to
the treatment of both solid and liquid tumors higsohnically improved outcomes for patients. Speailly, anthracyclines have served as the
backbone of breast cancer therapy for decades.desegubicin is currently approved and used in galj and neoadjuvant breast cancer alone
and in combination with other chemotherapies angktad agents. Consistent clinical benefit has lobserved with anthracycline-based
regimens in breast cancer. However, significaneasly events, including acute and chronic heartudysion, have limited their use.

Liposomal doxorubicin, marketed as Doxdlcurrently approved and used in ovarian cancemnauitiple myeloma. Although liposomal
doxorubicin exhibits a better cardiac adverse epetfile than free doxorubicin, its use also hasrbkmited by hand-foot syndrome, which is
an adverse event that produces redness and peelithg hands and feet. In addition, the incremegifadacy benefits of liposomal doxorubic
compared with free doxorubicin are not clear, wiittect comparisons between the two therapies iresumor subtypes demonstrating
equivocal results. In a pivotal clinical trial ofbwen with breast cancer, liposomal doxorubicin n@asnore effective than free doxorubicin.

Design and potential advantages of MM-302

We designed MM-302 to bind to cancer cilig overexpress ErbB2 (HER2) and thereby releagerdbicin at the site of the tumor. Our
goal is for MM-302 to retain the safety profile of liposomal daxaicin, in particular with respect to cardiac sgfétut to have better efficacy
ErbB2 (HER2) positive tumors.

We believe that MM-302 may offer the folliogy advantages in comparison with free doxorubésid liposomal doxorubicin:

. MM-302 is designed to utilize nanotherapeutic escégtion to protect the heart from cardiac advessmts associated with free
doxorubicin.
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. The specific size and stability characteristic$/dfi-302 are designed to enable the preferential gigipa of the drug within
tumors relative to normal tissue. Specifically, mdieve that, as a nanotherapeutic, MM-302 is tblgilize the EPR effect to
selectively enter, and subsequently be trappeiinors with leaky vasculature.

. MM-302 is desighed with attached antibodies smasst the ErbB2 (HER?2) receptor as a binding mashato induce the
internalization of the nanotherapeutic encapsuldted particle, and thereby provide drug deliveirgdly into the cell and
increase the potential efficacy of doxorubicin.

. MM-302 is desighed with an ErbB2 (HER2) antibodgtthinds to but does not shut down the signaliriyiacof ErbB2
(HER2). We believe that this will minimize the sateand frequency of adverse events associated suppressing ErbB2
(HER?2) and allow for more clinical benefit for patis with lower levels of ErbB2 (HER2) than is po®ad by current ErbB2
(HERZ2) directed treatments.

. MM -302 may provide ar-tumor benefit for patients who have failed othenB2 (HER?2) targeted therapies, but who have
been exposed to anthracyclines.

. Based on our preclinical research, we believeltidt302 may synergize effectively in combination lvd number of approved
therapies, such as trastuzumab and possibly lapatinemotherapy, hormonal therapy and our owngriviM-111 and MM-
121. The current concerns about the severity aagliincy of adverse events associated with doxdnuaid liposomal
doxorubicin prevent them from being used in manylkimation regimens.

Clinical development of MM-302
We have two key strategies for the clind@velopment of MM-302:

. Replace doxorubicin in ErbE-positive settings Doxorubicin remains a widely used chemotherapyg drotwithstanding
concerns of adverse events, particularly cardiaeme events. One of our clinical developmentagias is to replace the use of
doxorubicin with MM-302 by demonstrating that MM-B@as favorable efficacy and safety compared t@ddcin.

. Expand into indications where anthracyclines ardomer used We believe that there is the potential to explsiMdi-302 into
indications, such as late-line therapy, where atjulines are viewed as effective but are not wsedto safety concerns. If we
are able to demonstrate that MM-302 has a favorsdfiety profile compared to doxorubicin, we belidvat we can expand into
these settings.

Phase 1 clinical trial in breast canc

We are conducting an open label, dose aiealPhase 1 clinical trial of MM-302. The trialypocol calls for enrollment of between 18
and 36 patients with advanced ErbB2 (HER?2) poshtingast cancer. We are conducting this trial at@pmately four sites in the United
States. The purpose of this trial is to assessdfety of MM-302 and identify the maximum toleratimse. We are planning an expansion
cohort to follow the dose escalation portion ottrial. As of February 29, 2012, we had enrolled dosed ten patients in this trial.
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Preclinical development of MM-302

We have conducted a comprehensive progfagreolinical testing of MM-302, including seveiialvitro analyses anth vivo xenograft
studies. Key findings from this preclinical programslude the following:

. In studies of human heart muscle cells known adiearyocytes, MN-302 did not measurably impact ErbB2 (HER?2) sigreal
which we believe suggests a potential for low @ra@idverse event occurrence in the clinic.

. In multiple cell culture experiments, MM-302 bouwith and was internalized into ErbB2-expressindscelore effectively than
liposomal doxorubicin.

. MM-302 demonstrated measurable activity in culturelis expressing a lower level of ErbB2 (HER2)etors than are
indicated for treatment with currently marketedrépges.

. In multiple xenograft experiments, V-302 was significantly more potent than free doxarimbin inhibiting tumor growth

With respect to the safety of MM-302, waadacted two single dose toxicity studies of MM-302ats and monkeys. We dosed the
animals at four dose levels for one hour by intrees infusion followed by a 28-day observation getrin each dose group, at least 87% of all
administered doxorubicin remained encapsulatedewhithe plasma, which we believe limits distribatio the heart and other non-target
tissue. At 28 days following the dosing period, etserved no microscopic signs of cardiac damagéttier rats or monkeys.

Companion diagnostic development

We are conducting preclinical research eporapanion diagnostic for MM-302 that will helpdetermine which patients will derive
benefits from the drug alone or in combination vather therapies, while experiencing a satisfacsarfety profile. This research is focused on:

. Developing arnn vivo liposome-based imaging agent to measure depodititthve tumor in an effort to exclude those patients
whose tumors are unlikely to respond to MM-302ttreent. We are currently evaluating in precliniedting nanotherapeutic
formulations of various agents imaged by PET secehaher modalities to assess the potential forsoméag significant
deposition.

. Assessing the association of ErbB2 (HER2) leveksasaredn vitro , with how much MN-302 can bind and enter cells. As
of these efforts, we may incorporate inclusion erdusion criteria into our Phase 1 clinical triaefSMM-302 to enrich our stuc
population with patients who we believe are likedybenefit from MM302, including those with high ErbB2 (HER2) expiess

MM-151
Overview

MM-151 is an oligoclonal therapeutic cotisig of a mixture of three fully human monoclonatibodies designed to bind to non-
overlapping regions, or epitopes, of the EGFR (Bdb®ceptor. EGFR (ErbB1) has long been recogrézeain important drug target in several
malignancies, including lung, breast, colon, paaticeand head and neck cancers. We are conducihgse 1 clinical trial of MM-151 in
patients with solid tumors. We are focusing ougdisstic efforts for MM-151 on the identification kéy biomarkers that will indicate which
patient populations are likely to benefit from MNsltreatment. We plan to develop MM-151 for a raofisolid tumor indications, including
colorectal, head and neck, lung, breast and paticiesmncers.
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Design and potential advantages
We believe that MM-151 may offer the follioy advantages over other EGFR (ErbB1) inhibitors:

. MM-151 is designed to block the signal amplificatibat our research suggests occurs in the EGHRBEmpathway. We
believe that binding to multiple epitopes of EGHRKWB1) may result in superior signal inhibition qoamed to currently
marketed EGFR (ErbB1) therapies, which only bindrte epitope.

. MM-151 is designed to inhibit the signaling thasuks from the binding of a full range of EGFR (Bf) ligands. In contrast,
currently marketed therapies block the signalingrdf a subset of these ligands. As a result, vieveethat a broader patient
population may derive clinical benefit from MM-18ian from currently marketed therapies.

. Tumors treated with marketed monoclonal antibodiescted at EGFR (ErbB1), such as cetuximab (Exbit&und panitumumab
(Vectibix), often develop resistance to these thies We hypothesize that this resistance resuts the production by the
tumor of a different type of ligand that binds tGIER (ErbB1). Because MM-151 is designed to blofkllaange of EGFR
(ErbB1) ligands, we believe that MM-151 may be dbledelay or prevent the development of resistanoee effectively than
these existing therapies.

. In preclinical models, MM-151 inhibited tumor cgliowth of mutated lung cancer cell lines with acgdiresistance to erlotinib.
As a result, we believe that Mi#51 may provide a longer duration of response #maall molecules, such as erlotinib, that ta
mutated EGFR (ErbB1).

Clinical development of MM-151
We have two key strategies related to timécal development of MM-151:

. Replace EGFR (ErbB1) therapiesThe FDA approved the EGFR (ErbB1) therapy eribtin lung and pancreatic cancer and
cetuximab in colon and head and neck cancer. ticeli practice, erlotinib is used as a monothempgombination therapy in
multiple cancer indications, including NSCLC, c@otal cancer, breast cancer and head and neckrc@reeof our clinical
development strategies is to replace the use ofigitd with MM-151 by demonstrating that MM-151 haatter efficacy and
comparable safety.

. Expand the EGFR (ErbB1) market using Network Bipl Based on Network Biology insights, we believet tharent EGFF
(ErbB1) therapies are not being used in indicatianghich patients would benefit from them. Oured clinical development
strategy is to expand the use of MM-151 into inti@s in which targeted EGFR (ErbB1) therapiesrarecurrently approved,
but which our preclinical research indicates shawldtain patients who will respond to these thespPotential indications
include lung cancer, for which there is no curngafbproved targeted antibody therapy, and triptgatiee breast cancer, for
which there is no currently approved EGFR (ErbBtyeted therapy.

Phase 1 clinical trial in solid tumotr

We are conducting an open label, dose asoalPhase 1 clinical trial of MM-151 in patiemtgh solid tumors, with a focus on colorectal
cancer, NSCLC and triple negative breast cances.pthipose of this trial is to assess the initig¢tyaand tolerability of escalating doses of
MM-151 in a small set of patients, including a detimation of the maximum tolerated dose and angdiositing adverse events. We also will
assess pharmacokinetics, immunogenicity and thmnse to treatment after the administration of MM-based on objective response rate
(ORR).

We also plan to conduct expansion studigsaat of this Phase 1 clinical trial to deterniine response of proteins, such as the known
ligands of EGFR (ErbB1) that we predict will beeaffed by MM-151.
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Preclinical development of MM-151

We have conducted a comprehensive progfagreolinical testing of MM-151, including seveialvitro analyses anth vivo xenograft
studies. Key findings of this preclinical progranclude the following:

. In in vitro experiments, MM151 exhibited near complete inhibition of EGFR (Et}-induced signaling in a do-dependen
manner. Subsequeint vitro studies confirmed that each of the three antiboctiesprising MM-151 bound to EGFR (ErbB1)
with differential avidity and affinity.

. In in vitro experiments, the inhibitory effects of V-151 on signaling and proliferation were more preofthan those ¢
cetuximab, as evidenced by the virtually completehition of signaling by MM-151 compared to thetia inhibition of
signaling with cetuximab.

. MM -151 reduced tumor cell growth in multiple xenografidels, including lung, triple negative breast anuktate cancer

Furthermore, MM-151 exhibited better activity thaatuximab at reducing cell growth in triple negatiwreast and lung cancer
models with acquired resistance to erlotinib.

We conducted toxicokinetic studies to suppiee use of MM-151 in clinical trials, includiregfour week repeat dosing study of MM-151
in rats and monkeys to assess safety parametezsariimals were dosed for one hour by intravendusion once a week for four weeks
followed by a 28-day observation period. Adversergs associated with intravenous MM-151 administmaivere similar to other monoclonal
EGFR (ErbB1) inhibitors, including primarily derns&igic and gastrointestinal events, which havedreen manageable in clinical practi

Companion diagnostic development

We are focusing our diagnostic efforts¥tivi-151 on the identification of key biomarkers thitl indicate which patient populations are
likely to benefit from MM-151 treatment. Our goaltp be able to identify patient populations whé mspond to MM-151 and who may be
unresponsive to other EGFR (ErbB1) inhibitors. Tgrisgram is in preclinical development.

Preclinical product candidates

We are developing our preclinical prodwumtdidates for a range of solid tumor indicationsr @ost advanced preclinical candidates are
MM-141, MM-310 and MM-131.

. MM-141 is a bispecific antibody designed to inhibjgnsiling mediated through the insulin growth fadaeceptor, or IG-1R,
by targeting IGF-1R and ErbB3. We plan to file andstigational new drug application, or IND, for MM1 in 2012.

. MM-310 is a targeted nanotherapeutic. We planléoan IND for MM-310 in 2013.

. MM-131 is a multispecific antibody. We are pursuingHer preclinical development of M-131.

MM-141 and MM-131 are the first candidaitesur pipeline to target multiple growth factorsat are co-utilized for growth by a cancer
cell. We expect that this approach may increasetussponse and limit the development of resistémaeis often observed with growth fac
and kinase inhibitors.

Therapeutic design capabilities

We apply the insights about cell signalitymamics that we gain from Network Biology acrosarge of therapeutic technologies to
design drug candidates that we believe can beesftly delivered to the selected molecular targée. believe that the best therapies for the
oncology indications that we
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are pursuing are targeted therapies that, in cstnivith conventional chemotherapies, are highlgaéle for the molecular mechanisms that we
are seeking to affect and, as a result, offer titergial for significant efficacy and safety betefi

Human monoclonal antibodies

Human monoclonal antibodies are a key corapbof many of our targeted therapies based anrdgge of favorable attributes, includi
their significant target specificity and avidityagve to small molecules and their well understpbdrmacokinetic properties. We have
designed antibodies for use as stand-alone thetiapeund have incorporated antibodies into otherapeutics, such as targeted
nanotherapeutics, as targeting or docking agenéswdrk with several antibody formats, including thBowing:

. Fully human recombinant monoclonal antibodies aadrhents of fully human recombinant monoclonaltaties that includ
the antibody binding domain. Monoclonal antibodiesl antibody fragments are proteins that bind §ipatly to one defined sil
on a cell surface protein or receptor.

. Bispecific antibody formats, which are comprisedwed or more antibodies or antibody fragments lohke a common scaffol
molecule to produce a single molecule that spedifidinds to two epitopes on two target cell stefproteins or receptors.

. Oligoclonal antibody mixtures, which are comprisédiefined ratios of two or more recombinant humamoclonal antibodies
that target two or more distinct epitopes on alsiegll surface protein or receptor.

Nanotherapeutics

Our nanotherapeutics are lipidic partictesefully constructed on a nanoscale, to encaggsaldive drug payloads. Nanoscale objects
typically, though not exclusively, have dimensiamsthe order of 100 nanometers or smaller. We belibat nanotherapeutics offer the
following potentially favorable attributes:

. The uniform sizing of our nanotherapeutics is idxhto enable targeting and preferential depositiibinin tumors by taking
advantage of the EPR effect.

. We formulate our nanotherapeutics to minimize dakage of active drug payload out of the partielfoie the nanotherapeutic
has reached the tumor, with the goal of limitingteynic exposure, and the associated occurrenadvefse events, and
maximizing the amount of active drug that reachestarget.

. Encapsulation is designed to protect the activg gayload as it passes through the circulationcegdns of the body, such as
the liver, preventing premature clearance or mdistinoof the active drug, and thereby extend theplaokinetic profile and
enable more convenient dosing regimens.

. We can efficiently create targeted nanotherapeusasg our technical expertise and know-how thabédéminsertion of targeting
agents, such as antibodies, into our nanotheragseuti

. We can customize our nanotherapeutics for useawtarriety of drug payloads, including chemotherapigtotoxics and nucleic
acids, such as siRNA and genes.

Manufacturing

We manufacture drug substance for use irclinical trials and research and developmentrédffor all of our therapeutic product
candidates using current good manufacturing prestior cGMP, at
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our 4,000 square foot multi-product facility loodtat our corporate headquarters in Cambridge, Massatts. We have the capabilities to
manufacture monoclonal antibodies, bispecific antibs, nanotherapeutics and antibody-targeted harageutics.

Our manufacturing facility:

. is comprised of four independent clean roo
. includes three 1,000 liter single-use bioreactanst
. has capacity to produce approximately 50 kilografrentibodies per year.

As of February 29, 2012, we employed apipnaxely 50 employees in manufacturing activities.

We believe that our strategic investmemhanufacturing capabilities allows us to advanaepct candidates at a more rapid pace and
with more flexibility than a contract manufacturprpduce drug substance in a cost-effective mawhde retaining control over the process
and prioritize the timing of internal programs.

Our manufacturing capabilities encompasditii manufacturing process through quality cohéiod quality assurance and are integrated
with our project teams from discovery through depetent. This structure enables us to efficientysfer research stage lead molecules into
manufacturing. We have designed our manufactuacgity and processes to provide maximum flexipibind rapid changeover for the
manufacture of different product candidates. Weawtce fill-finish, packaging, labeling and shipgin

In 2010 and early 2011, a third party cacior that we have used to fill and package both-V and MM-111 experienced FDA
inspection issues with its quality control processet resulted in a formal warning letter from Ei2A. Following a review by Sanofi and us,
some MM-121 was withdrawn from clinical trial sitasd replaced with MM-121 that was filled by a di#nt contractor. This restocking is
complete and only resulted in a few patients mgsine or two doses of MM-121. The FDA requestedhimuary 2012 that we obtain new
consents from any patients enrolled in our ongéihgse 1 clinical trials of MM-111 in connection kvgontinued use in these trials of MM-1
material filled and packaged by this contractoradidition, the FDA placed a partial clinical hold these ongoing clinical trials, which
restricted our ability to enroll new patients iege trials, until MM-111 material filled and packagy a new third party contractor that we
engaged was available. This restocking is completeresulted in a short delay in the dosing ofiagatients without any patients missing a
dose.

We manufacture our antibody and nanothett&pproduct candidates using readily available naaterials and well established
manufacturing procedures. We produce antibodidésoreactors using Chinese hamster ovary cellshva¢ been genetically engineered to
secrete our antibody. We then purify the antibodiEeg industry standard methods, which includmiyf chromatography and ultrafiltration
operations. We produce nanotherapeutics usingpriggsure filter extrusion of a mixture of cholestemd lipids. We then load the
nanoliposomes with active pharmaceutical ingredissitig a proprietary process.

We have optimized the Phase 2 productiocgss of MM-398 and produced material for our Pl3asknical trial at our manufacturing
facility. We have conducted comparability charaetion analyses between PharmaEngine's Phasee?iahaind our material that we
produced for our Phase 3 clinical trial. We filedheemistry manufacturing and controls amendmentMC amendment, with the FDA in
October 2011, and we intend to use the MM-398 prothat we manufactured for our Phase 3 clinigal.tr

We believe that we can scale our manufa@jprocesses to support our clinical developmeogiams and the potential
commercialization of our product candidates. If afigur product
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candidates are approved for marketing by the FDéAjntend to oversee the manufacturing of theseymtsdother than MM-121, which Sanofi
will manufacture under the terms of our collabamatagreement.

For our antibody product candidates, weridtto continue to manufacture drug substanceréalipical testing and Phase 1 and Phase 2
clinical development at our current facility. Oonf term plan is to establish our own facilities fitanufacturing antibody drug substance for
Phase 3 clinical development and commercial sa&edifg our establishment of these facilities, weeex to transfer Phase 3 and commercial
antibody manufacturing to a contract manufactudrganization. For our nanotherapeutic product catds, we intend to continue to
manufacture drug substance for preclinical testing all stages of clinical development and ingiatlanufacture drug substance for
commercial sale at our current facility.

We are developing and testing diagnosiays for predictive biomarkers in an internal lattory under Good Clinical Laboratory
Practices. Upon completion of the development efdiagnostic tests, we plan to evaluate externeledisas internal options for manufacturing
and commercialization of the tests.

We are considering arrangements to usenamufacturing capabilities to manufacture drug e on behalf of third party
pharmaceutical companies. We have no current agnesmr commitments for any such arrangements.

Sales and marketing

As our lead product candidates are stidllinical development, we have not yet establishedles, marketing or product distribution
infrastructure. We generally expect to retain comuiaé rights in the United States and Europe farancology product candidates, other than
MM-121, for which we receive marketing approvalse Welieve that it is possible to access these reatkeugh a focused, specialized field
force.

Subject to receiving marketing approvals,expect to commence commercialization activitiediilding a focused sales and marketing
organization for MM398. This could form the basis of the sales andaterg organization that we will use to sell ounext products, subject
receiving marketing approval. We believe that saiclorganization will be able to address the comtguwfioncologists who are the key
specialists in treating solid tumors, including theg, breast, ovarian, pancreatic, colorectal tagmtl and neck cancers for which our product
candidates are being developed. Outside the USitaiés and Europe, we expect to enter into digtoibwand other marketing arrangements
with third parties for any of our product candidateat obtain marketing approval.

We also plan to build a marketing and salasagement organization to create and implemerkeatiag strategies for any products that
we market through our own sales organization aravé&rsee and support our sales force. The resplitistbof the marketing organization
would include developing educational initiativegtwiespect to approved products and establishiatjoeships with thought leaders in
relevant fields of medicine.

We plan to tightly integrate the marketofgur therapeutics and companion diagnostics. Aexpect to pair various types of diagnostics
with our therapeutics, it is likely that the satesl marketing tactics and business model emplayedur various diagnostics may differ from
one another.

Competition

The biotechnology and pharmaceutical indestare characterized by rapidly advancing teagiek, intense competition and a strong
emphasis on proprietary products. While we belignat our Network Biology technologies, integratedearch, clinical and manufacturing
capabilities, development experience and scierktifimvledge provide us with competitive advantagesface
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potential competition from many different sourdesjuding major pharmaceutical, specialty pharmécaliand biotechnology companies,
academic institutions and governmental agenciegabtic and private research institutions. Any preidcandidates that we successfully
develop and commercialize will compete with exigttherapies and new therapies that may becomeaalaih the future.

Many of our competitors may have signifidaigreater financial resources and expertise seaech and development, manufacturing,
preclinical testing, conducting clinical trials,taming regulatory approvals and marketing apprgwediucts than we do. Mergers and
acquisitions in the pharmaceutical, biotechnologg diagnostic industries may result in even moseueces being concentrated among a
smaller number of our competitors. These competiédso compete with us in recruiting and retairjoglified scientific and management
personnel and establishing clinical trial sites patent registration for clinical trials, as wa$ in acquiring technologies complementary to, or
necessary for, our programs. Smaller or early staggpanies may also prove to be significant contgusti particularly through collaborative
arrangements with large and established companies.

The key competitive factors affecting tlhiecess of all of our product candidates, if appdoeee likely to be their efficacy, safety,
convenience, price, the effectiveness of compadiagnostics in guiding the use of related therdapsuthe level of generic competition and
availability of reimbursement from government atideo third party payors.

Our commercial opportunity could be reduoeeéliminated if our competitors develop and conuiadize products that are safer, more
effective, have fewer or less severe side effecessmore convenient or are less expensive thapm@mucts that we may develop. Our
competitors also may obtain FDA or other regulatmpproval for their products more rapidly than waynobtain approval for ours. In additic
our ability to compete may be affected becausednyntases insurers or other third party payors seekcourage the use of generic products.
There are many generic products currently on thkatdor the indications that we are pursuing, additional products are expected to
become available on a generic basis over the coygags. If our therapeutic product candidates ppeaved, we expect that they will be prii
at a significant premium over competitive generieducts.

The most common methods of treating pagierith cancer are surgery, radiation and drug theracluding chemotherapy and targeted
drug therapy. As discussed under "—Cancer—Solicbtumarket,” there are a variety of available diugrapies marketed for solid tumors. In
many cases, these drugs are administered in cotidrirta enhance efficacy. Some of these drugs l@meded and subject to patent protection,
and others are available on a generic basis, imgutie active ingredients in MM-398 and MM-302. heof these approved drugs are well
established therapies and are widely accepted ysighns, patients and third party payors. In gehaifthough there has been considerable
progress over the past few decades in the treatofiesiolid tumors and the currently marketed thexapirovide benefits to many patients, these
therapies all are limited to some extent in thfficacy and frequency of adverse events, and nétigeon are successful in treating all patients.
As a result, the level of morbidity and mortalitpin solid tumor cancers remains high.

In addition to the marketed therapies hgtted under "—Cancer—Solid tumor market," ther aso a number of products in late stage
clinical development to treat solid tumors. Thesadpcts in development may provide efficacy, safepnvenience and other benefits that are
not provided by currently marketed therapies. Assalt, they may provide significant competitiom &y of our product candidates for which
we obtain market approval.

38




Table of Contents
Collaboration and license agreements

We are party to a number of collaboratigreaments for the development and commercializatiaur product candidates and license
agreements under which we license patents, papplitations and other intellectual property. We sider the following collaboration and
license agreements to be material to our business.

Sanofi

In September 2009, after MM-121 enteredsPHaclinical development, we entered into a lieeansd collaboration agreement with Sanofi
for the development and commercialization of MM-1Rhder the agreement, we granted Sanofi an exeusiorldwide, royalty-bearing right
and license, with the right to grant sublicenseslen our patent rights and know-how to develop @rmercialize the monoclonal antibody
MM-121 and an MM-121 companion diagnostic. We retdithe right, but not the obligation, to parti¢gpan clinical development of MM-121
through Phase 2 proof of concept for each indicatiod final decision making authority over the asctcbf the trials that we conduct, subjec
our having the necessary capabilities and resotiocesnduct those trials and subject to the tmasconduct having been approved by Sanc
part of the global development plan for MM-121. &ars responsible for using commercially reasopadfforts thereafter to develop, obtain
regulatory approvals for and, following regulatapproval, commercialize MM-121 and a companion migtic in each of the United States,
Europe and Japan. We also retained an option fwamote MM-121 in the United States.

Under the agreement, Sanofi paid us a eumdable upfront license fee of $60 million. Samalso responsible for all development and
manufacturing costs under the collaboration. Intaald we could receive under the agreement umtaggregate of $410 million from Sanofi
upon the achievement of specified development agdlatory milestones and an additional $60 milbased on the achievement of specified
sales milestones. We have received $25 milliorete éased on our achievement of three clinicalstdtees. Under the agreement, we are
entitled to tiered, escalating royalties beginrimghe sub-teen double digits based on net sal&\f121 in the United States and beginnin
the high single digits based on net sales of MM-d@tside the Unites States. In general, Sanofligation to pay us royalties continues on a
product-by-product and country-by-country basisluhe latest of the expiration of the patent righovering the product in such country, the
expiration of all data and regulatory exclusivipypéicable to the product in such country or tenrgester the first commercial sale of the
product in such country. If we co-promote MM-121tle United States, we will be responsible for pgyour sales force costs and a specified
percentage of direct medical affairs, marketing pramotion costs for MM-121 in the United Stated aill be eligible to receive tiered,
escalating royalties beginning in the high teerseldaon net sales of MM-121 in the United States.avéealso entitled to an increase in the
royalty rate on a product-by-product and countryebyntry basis if a diagnostic product is actualied in the treatment of solid tumor
indications with a particular therapeutic product.

Under the agreement, we are obligated yaafldicensing costs for specified third party gt rights that we or Sanofi may in the future
license for the development and commercializatioM-121. The third party patent rights for whictevare required to pay all licensing costs
consist of the patent rights that are the subjetwo European Patent Office opposition proceedinys related counterparts worldwide. See
Item 3. Legal Proceedings in this Annual Reporfomm 10-K for more information. We share the lidagscosts for other third party patent
rights that we or Sanofi have licensed or may @fthure license for the development and commaezaitbn of MM-121 through specified
deductions that Sanofi is permitted to take agdhesroyalties Sanofi pays to us. The third pagtept rights for which we share the costs with
Sanofi include rights that we have licensed fronao€orp., or Dyax, the U.S. Public Health Serviod &elexis SA, as described in more
detail below.
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A joint steering committee comprised ofemjual number of representatives from each of Samafius is responsible for reviewing and
approving the global development plan for MM-121cliding all budgets relating to development atigiwe conduct, and overseeing the
parties’ development and commercialization acésitvith respect to MM-121. The joint steering comtee also oversees a joint development
committee responsible for overseeing the progréfseodevelopment program. In general, Sanofi ived flecision making authority over
matters on which the joint steering committee deeld, following escalation to designated executiffecer representatives of the parties, with
the exception of our retained decision making attyrover the conduct of clinical trials that thae conduct in accordance with the global
development plan. If necessary and at a time totially agreed by the parties, we and Sanofi la@veed to form a commercialization
committee, also to be overseen by the joint stgegzommittee, that will be responsible for oversgein-promotion activities in the United
States and serving as a forum for communicatiowden the parties regarding worldwide commercidliramatters for MM-121.

Sanofi has agreed that, subject to liméedeptions, until the second anniversary of theiotpof our initial public offering, neither Sanofi
nor any of its affiliates will (1) effect or seehitiate, offer or propose to effect, or cause artigipate in any way, advise or assist any other
person to effect or seek, initiate, offer or propts effect or cause or participate in, any actjaisiof any of our securities or assets, any tender
or exchange offer, merger, consolidation or othesitess combination involving us, any recapitai@atrestructuring, liquidation, dissolution
or other extraordinary transaction with respeatd®r any solicitation of proxies or consents tteveny of our voting securities; (2) form, join
or in any way participate in a group with respecany of our securities; (3) otherwise act, alonem@oncert with others, to seek to control or
influence our management, board of directors oicjd, except as contemplated by our collaboraigmreement; (4) take any action which
would reasonably be expected to force us to mgkebic announcement regarding the foregoing; oe¢Bgr into any agreements, discussions
or arrangements with any third party with respedrny of the foregoing. Notwithstanding these latidns, we have granted a waiver allowing
Sanofi to purchase up to 6,300,000 shares of aunuan stock.

If not terminated earlier, the agreemerit @ipire upon expiration of all royalty and otlgayment obligations of Sanofi under the
agreement. Either party may terminate the agreeimehé event of an uncured material breach byother party. Sanofi also may terminate
agreement for its convenience upon 180 days' priitten notice. In addition, we may terminate tlggesement if Sanofi challenges or supports
any challenge of our licensed patent rights.

We are discussing with Sanofi an arrangermersuant to which, if we choose within a spedifperiod of time to partner any of our
product candidates, Sanofi would have a right wexe a potential partnership with us with respecsiich product candidate before we enter
into negotiations with any other potential partners

PharmaEngine

In May 2011, we entered into an assignmaitilicense and collaboration agreement with Phangie. Under the agreement,
PharmaEngine assigned to us its rights and obtigatiinder a 2005 agreement with Hermes BioSciehuesor Hermes, to develop and
commercialize MM-398 in Europe and certain coustireAsia. Through our acquisition of Hermes in 20@e hold the rights to MM-398 in
North America and the rest of the world. Pharmakegilso granted to us an exclusive right and lieewith the right to sublicense, unc
PharmaEngine technology and rights to develop anthtercialize MM-398 worldwide outside of Taiwan. \§f&nted to PharmaEngine a
paid-up, royalty free, exclusive right and licenseler our technology and rights to develop and cemialize MM-398 in Taiwan.
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Under the agreement, we have paid Pharma&rg$10 million upfront license fee and a $5 imillmilestone payment. In addition,
PharmaEngine is eligible to receive up to an aggeegf $205 million from us upon the achievemergpdcified development, regulatory and
annual net sales milestones. Under the agreemieattiEngine is entitled to tiered royalties basedet sales of MM-398 in Europe and
certain countries in Asia. The royalty rates urtleragreement range from high single digits upnéolow teens as a percentage of our net sales
of MM-398 in these territories. Our obligation tayproyalties to PharmaEngine continues on a cotbtrgountry basis until the later of ten
years after the first commercial sale of I-398 in such country and May 2, 2024. We are resipterfor the development and
commercialization, and all related costs and exgensf MM-398 in all countries except Taiwan, whBtermaEngine retains the right to
develop and commercialize MIB98 at its expense. Each party has agreed to msmercially reasonable efforts to develop, in acaood witt
a development plan, and commercialize MM-398 imatgpective territory. We also have diligence dddiigns to initiate a Phase 3 clinical trial
of MM-398 in two different solid tumor indicationgithin timeframes specified in the agreement.

Three executive committees were formed utldeagreement, each comprised of an equal nuailvepresentatives from each party. The
steering committee is responsible for reviewing apdroving changes to the development plan, progidiverall strategic direction with
respect to development of MB98 under the development plan and overseeing otimamittees. The steering committee is also resplenfor
resolving any disputes arising under the agreeuethie steering committee or that are referred bty any of the other committees. If a matter
is unresolved by the steering committee, it maydberred for resolution to executive officers frwoth companies. We have final decision
making authority on any such matter not resolvethieyexecutive officers that relates to the worltkvilevelopment of MM-398 or
commercialization of MM-398 outside of Taiwan. Téhevelopment committee is responsible for recomnrentli the steering committee
changes to the development plan and overseeingrtigeess of the development program and monitdhiegarties' compliance with their
respective obligations under the development plae. manufacturing committee is responsible for seeing and advising on the preclinical
and clinical manufacture of MM-398 and overseelmgtransfer of manufacturing responsibility fromaRhaEngine to us.

Upon expiration of all royalty and othelyp@ent obligations due to PharmaEngine under thiseagent on a country-by-country basis, the
licenses granted under the agreement will be de¢aleed perpetual, fully paid-up and irrevocablehwitspect to the licensed product in such
country. Either party may terminate the agreemeitié event of an uncured material breach by thergiarty. In addition, at any time after
May 2013, we may terminate the agreement for caewee upon 90 days' prior written notice. If PhaEmgine terminates this agreement ir
entirety or with respect to Europe or the Asiamiteries because of our material breach, or if ereninate the agreement for convenience with
respect to Europe or the Asian territories, theravgerequired to grant PharmaEngine a license umgdeiechnology and rights with respect to
MM-398 in Europe or the Asian territories, as apglile, and PharmaEngine is required to pay usesidigit royalties for net sales of MM-398
in such territories.

Dyax

In January 2007, we entered into an ameadéddestated collaboration agreement with DyaxclvBuperseded a prior collaboration
agreement with Dyax that we entered into in Decar@B@5. Under this collaboration agreement, Dyaslits proprietary phage display
technology to identify antibodies that bind to &tsyof interest to us as therapeutics or diagrdigrther, Dyax has granted to us a worldwide,
non-exclusive, royalty free right to use and makg @and all of the antibodies identified by Dyax &artain research purposes. In order to
clinically develop or commercialize any such antipohowever, we must obtain an additional prodigetrise from Dyax on a target-by-target
basis. We have the option to obtain one or mordymblicenses on terms set forth
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in the collaboration agreement, subject to limitasi on the availability of each such product lieeasder an agreement between Dyax and
Cambridge Antibody Technologies, which has mergéll Medimmune, LLC and is now owned by AstraZenBt&.

As consideration for the grant of the mitiesearch license, we paid Dyax a research feedban the total estimated full time equivalent
researchers that were required to conduct thenesetan and a fee for achieving certain techmaidgstones. If we elect to obtain a product
license with respect to any therapeutic or diagodatget, we are required to pay to Dyax an addél upfront license fee for the applicable
antibody. We also will be required to make addislomaximum aggregate development and regulatorgstaihe payments of $16.2 million for
therapeutic products and maximum aggregate regylatdestone payments of $1.0 million for diagnogiroducts directed to selected targets.
In addition, Dyax is entitled to mid single digityalties based on net sales of products covereshpyroduct license that we obtain from Dy
Our obligation to pay royalties to Dyax continuesaoproduct-by-product and country-by-country basisl the later of a specified number of
years after the first commercial sale of the praédlusuch country and the expiration of the patégiits covering the product in such coun
MM-121 was identified under this agreement, anchaee obtained a target license from Dyax by exigisur product license option and
paying the applicable license fee. We are obligadagse commercially reasonable efforts to devalog commercialize the antibodies for
which we obtain a commercial license.

This agreement will remain in effect, uslésrminated earlier, for so long as we or anywfaifiliates or sublicensees continue to develop
or commercialize products that remain roydisaring under the agreement. Either party may teataithe agreement in the event of an unc
material breach by the other party. We also mayiteate the agreement in its entirety or on a protlyeproduct basis at any time upon
90 days' prior written notice.

Adimab

In November 2009, we entered into a coltabon agreement with Adimab LLC, or Adimab, tooall us to evaluate the utility of using
antibodies identified during the collaboration lsrapeutics or diagnostics. Under the agreemernim&mgranted to us a worldwide, non-
exclusive, royalty free right to use materials pded by Adimab to perform non-clinical researchidgrthe evaluation term. Adimab also
granted to us an option to obtain the assignmespetified patent rights claiming the selectediemties and a license under Adimab's
background patent rights and know-how for the dgwelent and commercialization of the antibodies.

As partial consideration for the reseaicérise grant, we paid Adimab a technology accesatféhe time of grant, research fees based on
the total estimated full time equivalent researshbat were required to conduct the research pldradee for achieving certain technical
milestones. We have exercised our assignment eadsié option by paying Adimab a fee of $1.0 millibnaddition, we are required to pay
Adimab up to an aggregate of $13.5 million per dipewutic area, for the first four therapeutic are@sn achievement of specified development
and regulatory milestones, of which we have pai® $dillion with respect to the first therapeutiear and up to an aggregate of $500,000 per
diagnostic product upon the achievement of spetiégulatory milestones. In addition, Adimab isitled to mid single digit royalty payments
based on net sales of therapeutic products andaitig products arising from the collaboration. ©hligation to pay royalties to Adimab
continues on a product-by-product and country-hyntxy basis until the later of a specified numbleyears after the first commercial sale of
the product in such country and the expiratiorhefpatent rights covering the product in such aguptrovided that the royalty term will not
extend beyond a specified number of years aftefitstecommercial sale of the product in such countVe are obligated to use commercially
reasonable efforts to develop and commercializeast one product that incorporates the antibddieshich we exercised our assignment and
license option in each of the United States, EuspkJapan. MM-151 was generated under this agréeme
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The term of the agreement expires on atrpty-country basis on the earliest date afteralvhiio payments are due to Adimab, unless
earlier terminated. Either party may terminatedeeement in the event of an uncured material brbgc¢he other party. In addition, we may
terminate the agreement at any time upon 90 dags'\gritten notice.

University of California
2005 agreement

In March 2005, we entered into a licenseament with The Regents of the University of @atifa, or the Regents. Under the agreement,
the Regents granted to us a royalty-bearing rigtlizense in the United States and other countvlesre the Regents have the right to grant
the license under certain patent rights and rightsological materials to develop and commercelizoducts for therapeutic or diagnostic use
in humans that are covered by the licensed pateitensed products under this agreement include M- This license is exclusive with
respect to certain patents, including some relescaMM-111, and non-exclusive with respect to otbatents and biological materials. The
agreement requires that we diligently pursue theld@ment, manufacture and commercialization @frlged products. In addition, we are
required to meet specific development, regulatoy @ommercialization milestones within timeframpsdfied in the agreement. We have
responsibility for the development and commercé#lon of products under the licensed technologyweieer, the agreement provides that the
Regents may require us to sublicense our exclugis for the application or use of licensed preidicovered by any exclusively licensed
technology that we are not currently pursuing.

We are required to pay to the Regents anaricense maintenance fee of between $20,00638M00 until the first commercial sale of
a licensed product and are responsible for all id@veent costs. In addition, we are required to fjgethe Regents up to an aggregate of
$725,000 per therapeutic product, other than thersktherapeutic product, for which we are resgnadbr up to an aggregate of $906,250,
based on the achievement of specified developmehtegulatory milestones. The Regents are alstdeghtd royalties in the low single digits
based on net sales of products covered by theskgktechnology. A minimum annual royalty is duéhi® Regents commencing in the earlie
the year of the first commercial sale of a licengeztluct or 2015. The minimum annual royalty ineesafrom $100,000 in the first year it is
payable to $500,000 in the fifth year and theredtiethe life of the patents. If we sublicense thyhts granted to us under the licensed
technology to a third party, then we are also @ltéd to pay to the Regents a portion of the sutiicg income related to the licensed
technology.

If not terminated earlier, this agreemenirtinates upon the later of nine years from theketantroduction of the last licensed product-
contains the licensed biological materials or tkgiration of all patent rights licensed under thiseement. At such time, we will have a
perpetual, fully paid, world-wide, nogxclusive license. The Regents may terminate theeagent in the event of an uncured material brég
us. We may terminate the agreement on a countrgeloyiry basis at any time upon 60 days' prior emithotice.

2000 agreement

In November 2000, we entered into a separatlusive license agreement with the Regentseblih@ agreement, the Regents granted
royalty-bearing world-wide right and license undertain patent rights for the development and coriakézation of products that are covered
by the licensed patent rights, including MM-302eTdgreement requires that we diligently pursualtheelopment, manufacture and
commercialization of licensed products. In additive are required to meet specified developmegtlatory and commercialization
milestones within timeframes specified

43




Table of Contents
in the agreement. We have the sole responsibdityife development and commercialization of proslucider the licensed technology.

We are required to pay to the Regents anarlicense maintenance fee of $95,000 until its¢ éommercial sale of a licensed product.
We also are responsible for all development castishave agreed to spend a minimum of $150,000 gear fpr such costs. In addition, we are
responsible for up to an aggregate of $700,00@petuct upon the achievement of specified developrard regulatory milestones. The
Regents are also entitled to royalties in the lowgle digits based on net sales of products covbyetthe licensed technology. If we sublicense
the rights granted to us under the licensed tedgydio a third party, then we are also obligatedayp to the Regents a portion of the
sublicensing income related to the licensed teawol

If not terminated earlier, this agreemenirtinates upon the expiration or abandonment gfatnts licensed under this agreement. The
Regents may terminate the agreement in the eveart ahcured material breach by us. We may termihat@greement on a country-by-
country basis at any time upon 60 days' prior emithotice.

U.S. Public Health Service

In February 2008, we entered into a comiaklicense with the U.S. Public Health Servicelidsion of the U.S. Department of Health
and Human Services, for non-exclusive rights inUinéed States to patents related to ErbB3 and EdnBibodies associated with MM-121
and MM-111. Under the agreement, we are requiredake aggregate development and regulatory mileggagments of up to $6.0 million,
per therapeutic licensed product, and pay low sidigit royalties on net sales of licensed produtie term of the agreement extends until the
expiration of the licensed patent rights, whicR@4.6.

Selexis

In June 2008, we entered into a commelicahse with Selexis SA for non-exclusive rightdeohnology for use in the manufacture of
certain biologic products, including each of owefmost advanced product candidates, other than3@81-Under this agreement, we are
required to make aggregate milestone payments tf €p.0 million, per licensed product, and pay royalt less than one percent on net ¢
of licensed products. The obligation to pay rogsltivith respect to each product sold in a courdntioues until the expiration of the patent
rights covering the product in such country.

Intellectual property

We aggressively strive to protect the pietpry technology that we believe is important to business, including seeking and maintaining
patents intended to cover our products and comniposijttheir methods of use and processes for thaitufacture, as well as our diagnostic and
drug discovery technologies and any other investitiat are commercially important to the developnoéour business. We also rely on trade
secrets to protect aspects of our business thatcar@menable to, or that we do not consider apjatgpfor, patent protection, such as our
proprietary network modeling programs and largdespeotein and liposome production methods.

Our success will significantly depend om ahility to obtain and maintain patent and otheppietary protection for commercially
important technology, inventions and know-how redibtio our business, defend and enforce our patamserve the confidentiality of our trade
secrets and operate without infringing the valid anforceable patents and proprietary rights aéitharties. We also rely on know-how,
continuing technological innovation and in-licergsimpportunities to develop and maintain our prdprieposition.
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We seek to obtain domestic and internatipatent protection, and endeavor to promptly fidgent applications for new commercially
valuable inventions once the experimental datassg for an application become available. We galydfile international applications under
the Patent Cooperation Treaty, or PCT, within ogaryafter the filing of a U.S. provisional applicat

As of February 29, 2012, we owned 17 isduekl patents, two issued patents in Europe arigsl2d patents in other jurisdictions, as'
as 28 pending U.S. provisional and non-provisiqaaént applications and 160 pending foreign papptications in Europe and 42 other
jurisdictions. As of February 29, 2012, we als-owned 11 pending U.S. provisional patent applwcetiwith Sanofi, as well as one U.S. non-
provisional and one PCT application with Silver €keAs of February 29, 2012, we had licenses ti).& patents and eight pending U.S.
patent applications, as well as numerous foreigmtparts to many of these patents and patenicagiphs. Of these licensed patents and
patent applications, we license the majority oariusive basis, with the rest licensed non-exekligito us. The exclusive licenses are, in
some cases, limited to certain technical fieldsgfample for medical and diagnostic purposes.

The patent portfolios for our five most adeed product candidates as of February 29, 2@ 8usnmarized below.
MM-398

Our MM-398 patent portfolio is wholly ownég us and includes two pending U.S. patent apidica covering the composition of and
methods of making and using MM-398. On Februarg01.,2, a notice of allowance was issued for ond@it.S. patent applications allowing
claims that cover the composition of MM-398. Accanping the notice was an indication that, absenhér delays, the patent issuing from
this allowed application would receive a patenintadjustment that would extend the term of thergdte 773 days, such that, once issued
patent would not expire before June 2027. The gikaeding U.S. application, if issued, will expired025. Related international patent
applications have issued in three countries angeamneling in Europe and a number of other countfibese international patents and patent
applications, if issued, are also due to expir2(da5.

MM-121

Our MM421 patent portfolio is wholly owned by us, witletbxception of one PCT application and 11 pendirg Provisional method
use patent applications that are eligible for wwitte filing and that may be used to establish nomAsional applications, are co-owned with
Sanofi and, if issued, will expire in 2032 or 2088d one family of U.S. patents broadly coverint-EBnbB3 antibodies, the last of which will
expire in 2016. We license this one family of Up&tents non-exclusively from the U.S. Public He&8#nvice, a division of the U.S.
Department of Health and Human Services. This pliotincludes a U.S. composition of matter patéat tvill expire in 2028, two related
pending U.S. patent applications that, if issueitl,axpire in 2028 and related international patepplications pending in 24 countries and
Europe, which, if issued, will expire in 2028. Pergdmethod of use and diagnostic patents in thif@@ also include one PCT application
that, if issued, will expire in 2031, two U.S. ajpptions and related pending foreign applicationEiurope and 38 other jurisdictions that, if
issued, will expire in 2029, and four pending Lp&visional applications that are eligible for wiwide filing and that may be used to estak
non-provisional applications that, if issued, vepire in 2032 or 2033. For two of these four Uawvisional applications, we intend to submit
a single consolidated worldwide filing.
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MM-111

Our MM411 patent portfolio includes two wholly owned, damg U.S. patent applications covering the compasiof, and method of u¢
and diagnostics for, MM-111 that, if issued, witpde in 2029. The portfolio also includes one pstnal U.S. application that may be used to
establish non-provisional applications that if sduwill expire in 2032, and three PCT applicatitma, if issued, will expire in 2031 or 2032.
This portfolio also includes 19 related patent aggplons pending in Europe and a number of othesdictions that, if issued, will expire in
2028 or 2029.

In addition, this portfolio includes thdlfwing patents licensed from the Regents:

. an exclusively licensed family of patents that wibire in 2023, including an issued U.S. compositif matter patent,
pending European divisional application, an issietbpean composition of matter patent applicatit ts eligible for
validation in all European Patent Organization ¢tea and applications pending in a number of otleemtries; and

. a nor-exclusively licensed family of patents that willpgse in 2016, including a granted European compmsibf matter paten
a pending European divisional application and tppliaations pending in Canada.

MM-302

Our MM-302 patent portfolio includes oneadlii owned PCT dosage and administration patenlicgipon that may be used to establish
non-provisional applications that, if issued, veipire in 2031. This portfolio also includes thédwing exclusively licensed issued U.S.
patents:

. five composition of matter patents that will expiretween 2014 and 2019; and
. one method of use patent that will expire in 2019.

In addition, this portfolio includes thdlwing exclusively licensed European patents:

. a composition of matter patent that will expire2n9;
. a composition of matter and method patent thatexiflire in 2019; and
. a composition of matter patent that will expire2n4.

Our MM-302 patent portfolio further inclislene exclusively licensed composition of mattgrliaption that has been allowed in the
United States that, if issued, will expire in 2048 ,well as several foreign composition of mattepts and patent applications that expire «
issued, will expire between 2014 and 2017.

All of the licensed patents and patent mpgibns related to MM-302 are licensed from thg&wus.
MM-151

Our MM451 portfolio is wholly owned. This portfolio cosss of three provisional patent applications thatedigible for worldwide filing
and that may be used to establish non-provisigp@liations, which, if issued, will expire in 203Phese provisional applications cover
compositions, methods of use and diagnostics etlatdM-151. For two of these three provisional liggtions, we intend to submit one
consolidated worldwide filing. This portfolio aleonsists of one pending U.S. composition of mattet method of use patent application and
one closely related pending PCT application thataias eligible for worldwide filing, each of whicti,issued, will expire in 2031.

The term of individual patents depends ughenlegal term for patents in the countries inchiithey are obtained. In most countries,
including the United States, the patent term iy@&rs from the earliest filing date of a nprovisional patent application. In the United S¢at
patent's term may be lengthened by patent ternstd@nt, which compensates a patentee for admitivgrdelays by the
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U.S. Patent and Trademark Office in examining amhiing a patent, or may be shortened if a pagetgrminally disclaimed over an earlier
filed patent. The term of a patent that coversugdbiological product or medical device approvedspant to a pre-market approval, or PMA,
may also be eligible for patent term extension wiRB\ approval is granted, provided statutory arglutatory requirements are met. The
length of the patent term extension is relatedhéoléngth of time the drug is under regulatory eevivhile the patent is in force. The Drug Pi
Competition and Patent Term Restoration Act of 1@84he HatchA/axman Act, permits a patent term extension ofoufive years beyond tt
expiration date set for the patent. Patent extensamnot extend the remaining term of a patent feéototal of 14 years from the date of
product approval, only one patent applicable td@agulatory review period may be granted an extensnd only those claims reading on the
approved drug are extended. Similar provisionsaaedlable in Europe and other foreign jurisdictibm®xtend the term of a patent that covers
an approved drug. In the future, if and when oadpct candidates receive approval by the FDA aifpr regulatory authorities, we expect to
apply for patent term extensions on issued patusring those products, depending upon the leofythe clinical trials for each drug and
other factors, including those involved in therfiiof a biologics license application, or BLA, onew drug application, or NDA.

We are currently engaged in three ongojmgpsition proceedings to European patents in thhef&aan Patent Office to narrow or
invalidate the claims of patents owned by thirdtipar For more information, see Item 3. Legal Peadlegs in this Annual Report on Form 10-
K. We have obtained favorable interim decisionalirthree oppositions. Two of these decisions awe ander appeal, and the third may be
appealed. The ultimate outcome of all three opjmorstremains uncertain. We are also aware of issupénding counterparts to some of these
European patents in the United States that maglbgant to our development and commercializationibf-121. In addition, we are aware of
issued U.S. patents held by Genentech, Inc., oefenh, broadly covering methods of producing @etiges of recombinant antibodies and
related compositions for antibody production thalyrbe relevant to our development and commercigizaf MM-121, MM-302 and MM-

151.

We rely, in some circumstances, on tradeete to protect our technology. However, tradeetecan be difficult to protect. We seek to
protect our proprietary technology and processegait, by confidentiality agreements with our eoygles, consultants, scientific advisors and
contractors. We also seek to preserve the integriticonfidentiality of our data and trade sedogtsaintaining physical security of our
premises and physical and electronic security ofiformation technology systems. While we haveficamce in these individuals,
organizations and systems, agreements or secuedgmes may be breached, and we may not have aelegoeedies for any breach. In
addition, our trade secrets may otherwise becore/kror be independently discovered by competifbosthe extent that our consultants,
contractors or collaborators use intellectual prigpewned by others in their work for us, disputesy arise as to the rights in related or
resulting know-how and inventions.

Silver Creek

In August 2010, we acquired 12,000,000 eshaf series A convertible preferred stock of SilReeek, a newly formed company, in
exchange for our grant to Silver Creek of techngliicenses. We granted to Silver Creek a royaky ficense under certain antibody growth
factor patent rights to develop and commercializelpcts covered by the licensed patent rights. lidesse is exclusive to Silver Creek for
therapeutic or diagnostic use in humans for thenpton of organ regeneration and co-exclusive wghHor all other uses. We also granted to
Silver Creek royalty free, non-exclusive licenseder certain patent rights and know-how to useagedf our technologies for research and
development purposes. Either party may terminaetreement in the event of an uncured materiakhrby the other party.

In August and December 2010, Silver Craskiéd and sold an aggregate of 4,189,904 additiwaaés of its series A convertible
preferred stock at a price per share of $1.00herdhvestors for an
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aggregate purchase price of $4,189,904. As of Repr20, 2012, we owned approximately 74% of thetamding capital stock of Silver Cre
making Silver Creek a majority owned subsidiarypofs.

Silver Creek’s mission is to apply our NetkvBiology approach to the discovery and developined innovative therapeutics in the fielc
regenerative medicine. In the future, we may carsidrming additional businesses or business tmigpply our Network Biology approach to
multiple additional disease areas outside the amggolield. We expect to do so in some cases, ds 3ilver Creek, through the establishmer
separately funded companies.

Government regulation

Government authorities in the United Staéshe federal, state and local level, and irotountries extensively regulate, among other
things, the research, development, testing, matwfdncluding any manufacturing changes, packgagtorage, recordkeeping, labeling,
advertising, promotion, distribution, marketing spapproval monitoring and reporting, import ang@x of pharmaceutical products,
biological products and medical devices, such asdhve are developing.

United States drug and biological product approval process

In the United States, the FDA regulategdrand biological products under the Federal FDodg, and Cosmetic Act, or FDCA, the
Public Health Service Act, or PHSA, and implemegtiagulations. The process of obtaining regulatggrovals and the subsequent
compliance with appropriate federal, state, local foreign statutes and regulations requires tipemrditure of substantial time and financial
resources. Failure to comply with the applicablététhStates requirements at any time during theyrbdevelopment process, approval
process or after approval, may subject an applimaatvariety of administrative or judicial sanctio such as the FDA's refusal to approve
pending applications, withdrawal of an approvalpasition of a clinical hold, issuance of warningdes, product recalls, product seizures, 1
or partial suspension of production or distributinjunctions, fines, refusals of government consarestitution, disgorgement of profits or c
or criminal penalties.

The process required by the FDA beforeugy @r biological product may be marketed in thetehiStates generally involves the
following:

. completion of preclinical laboratory tests, anirstaldies and formulation studies in compliance wlith FDA's good laboratory
practice, or GLP, regulations;

. submission to the FDA of an IND, which must becasffective before human clinical trials may begin;
. approval by an independent institutional reviewrbpar IRB, at each clinical site before each iy be initiated,;
. performance of adequate and \-controlled human clinical trials in accordance wgttod clinical practices, or GCP, to estab

the safety and efficacy of the proposed drug olobical product for each indication;

. submission to the FDA of an NDA or BLA;

. satisfactory completion of an FDA advisory comrdtteview, if applicable

. satisfactory completion of an FDA inspection of thanufacturing facility or facilities at which tipeoduct is produced to asse
compliance with cGMP requirements and to assurethiesfacilities, methods and controls are adeqtmpeeserve the drug's

identity, strength, quality and purity; and

. FDA review and approval of the NDA or BL,
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We expect that all of our product candidatgher than MM398, will be subject to review as biological prottugnder BLA standards. V
expect that MM-398 will be subject to review asragdunder NDA standards. MM-302 contains both dind biological components. We
believe that this combination product will be subj® review as a biological product pursuant BL&. However, it is possible that the FDA
could consider MM-302 subject to review pursuardnd\NDA.

Preclinical studies

Preclinical studies include laboratory emxaion of product chemistry and formulation, ashasin vitro and animal studies to assess the
potential for adverse events and in some casestablesh a rationale for therapeutic use. The condipreclinical studies is subject to federal
regulations and requirements, including GLP redgutet An IND sponsor must submit the results ofghexlinical tests, together with
manufacturing information, analytical data, anyikakde clinical data or literature and plans fanaal studies, among other things, to the FDA
as part of an IND. Some long-term preclinical tagtisuch as animal tests of reproductive adversats\and carcinogenicity, may continue
after the IND is submitted. An IND automaticallydoenes effective 30 days after receipt by the FD#Aess before that time the FDA raises
concerns or questions related to one or more peapoknical trials and places the trial on clinibald. In such a case, the IND sponsor and the
FDA must resolve any outstanding concerns befarelinical trial can begin. As a result, submissidan IND may not result in the FDA
allowing clinical trials to commence.

Clinical trials

Clinical trials involve the administratiorfi the investigational new drug to human subjeciden the supervision of qualified investigators
in accordance with GCP requirements, which inclaeong other things, the requirement that all nesesubjects provide their informed
consent in writing before their participation inyagiinical trial. Clinical trials are conducted wrdwritten study protocols detailing, among
other things, the objectives of the study, the paters to be used in monitoring safety and thectifeness criteria to be evaluated. A protocol
for each clinical trial and any subsequent prot@oendments must be submitted to the FDA as paneofND. In addition, an IRB at each
institution participating in the clinical trial museview and approve the plan for any clinicalltbefore it commences at that institution, and the
IRB must conduct continuing review and reapprowedfudy at least annually. The IRB must review amgrove, among other things, the st
protocol and informed consent information to bevated to study subjects. An IRB must operate in pliemce with FDA regulations.
Information about certain clinical trials must hémitted within specific timeframes to the Natiohatitutes of Health for public
dissemination on their ClinicalTrials.gov website.

Human clinical trials are typically condedtin three sequential phases, which may overldye @ombined:

. Phase 1: The drug or biological product is initially intfaced into healthy human subjects or patients thightarget disease or
condition and tested for safety, dosage toleraaogorption, metabolism, distribution, excretion a@hgossible, to gain an early
indication of its effectiveness.

. Phase 2: The drug or biological product is administerectimited patient population to identify possilléverse effects and
safety risks, to preliminarily evaluate the effigaaf the product for specific targeted diseasestardktermine dosage tolerance
and optimal dosage.

. Phase 3: The drug or biological product is administere@ioexpanded patient population in adequate anidcamptrolled

clinical trials to generate sufficient data to wstitally confirm the efficacy and safety of theoduct for approval, to establish the
overall risk-benefit profile of the product andpgmvide adequate information for the labeling & groduct.
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Progress reports detailing the resulthiefdinical trials must be submitted at least afipda the FDA and more frequently if serious
adverse events occur. Phase 1, Phase 2 and Ptiased trials may not be completed successfulithim any specified period, or at all.
Furthermore, the FDA or the sponsor may suspemeroninate a clinical trial at any time on variousgnds, including a finding that the
research subjects are being exposed to an unabtepealth risk. Similarly, an IRB can suspendesmtinate approval of a clinical trial at its
institution if the clinical trial is not being condted in accordance with the IRB's requiremeni§tbie drug has been associated with
unexpected serious harm to patients.

Marketing approva

Assuming successful completion of the reggliclinical testing, the results of the preclihiaad clinical studies, together with detailed
information relating to the product's chemistry,nufacture, controls and proposed labeling, amohgrahings, are submitted to the FDA as
part of an NDA or BLA requesting approval to maritet product for one or more indications. Undeefatilaw, the submission of most ND
and BLAs is additionally subject to a substantigblecation user fee, currently exceeding $1.5 wnilliand the sponsor of an approved NDA or
BLA are also subject to annual product and estaflent user fees, currently exceeding $86,000 matyat and $497,000 per establishment.
These fees are typically increased annually.

The FDA conducts a preliminary review dfNIDAs and BLAs within the first 60 days after suission before accepting them for filing
determine whether they are sufficiently completpdomit substantive review. The FDA may requesitamdhl information rather than accept
an NDA or BLA for filing. In this event, the appéition must be resubmitted with the additional infation. The resubmitted application is &
subject to review before the FDA accepts it fdn§l Once the submission is accepted for filing, BDA begins an imepth substantive revie
The FDA has agreed to specified performance goaisa review of NDAs and BLAs. Most such applicaidor non-priority products are
reviewed within ten months, and most applicatiarspfiority review products, that is, drugs andlbincs that the FDA determines represent a
significant improvement over existing therapy, sr@ewed in six months. We expect the FDA to ameach of these goals to extend them by
two months for applications received after Septan2iod 2. The review process may be extended by B fér three additional months to
consider certain information or clarification rediag information already provided in the submissibhe FDA may also refer applications for
novel drugs or biological products or products fhratsent difficult questions of safety or efficaoyan advisory committee, typically a panel
that includes clinicians and other experts, foieay evaluation and a recommendation as to wheltteeapplication should be approved. The
FDA is not bound by the recommendations of an adyisommittee, but it considers such recommendatoamefully when making decisions.

Before approving an NDA or BLA, the FDA tgally will inspect the facility or facilities wherthe product is manufactured. The FDA
not approve an application unless it determinesttteamanufacturing processes and facilities ammpliance with cGMP requirements and
adequate to assure consistent production of thetuptavithin required specifications. In additiorftre approving an NDA or BLA, the FDA
will typically inspect one or more clinical sites assure compliance with GCP and integrity of firéaal data submitted.

The testing and approval process requirbstantial time, effort and financial resources] aach may take many years to complete. Data
obtained from clinical activities are not alwaysiclusive and may be susceptible to varying intégbi@ns, which could delay, limit or prevent
regulatory approval. The FDA may not grant appravab timely basis, or at all. We may encountéialifties or unanticipated costs in our
efforts to develop our product candidates and secacessary governmental approvals, which coulmyd®i preclude us from marketing our
products.
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After the FDA's evaluation of the NDA or Bland inspection of the manufacturing facilitidsg DA may issue an approval letter or a
complete response letter. An approval letter aidhercommercial marketing of the drug or biologijsadduct with specific prescribing
information for specific indications. A completesponse letter generally outlines the deficienaiethé submission and may require substantial
additional testing or information in order for tRBA to reconsider the application. If and when thdsficiencies have been addressed to the
FDA's satisfaction in a resubmission of the NDAg BDA will issue an approval letter. The FDA hameaitted to reviewing such
resubmissions in two or six months depending onythe of information included. Even with submissigtthis additional information, the
FDA ultimately may decide that the application doessatisfy the regulatory criteria for approval.

Even if the FDA approves a product, it nfieyit the approved indications for use for the prog require that contraindications, warnings
or precautions be included in the product labelieguire that post-approval studies, including Bhaslinical trials, be conducted to further
assess a drug's safety after approval, requiiagesnd surveillance programs to monitor the prodditer commercialization, or impose other
conditions, including distribution restrictions ather risk management mechanisms, which can méyeaffect the potential market and
profitability of the product. The FDA may preventlonit further marketing of a product based on thsults of post-market studies or
surveillance programs. After approval, some tydazhanges to the approved product, such as ad@wgmdications, manufacturing changes
and additional labeling claims, are subject toHerttesting requirements and FDA review and approva

Fast track designatio

The FDA is required to facilitate the demhent and expedite the review of drugs and bicktiat are intended for the treatment of a
serious or life-threatening condition for whichtlés no effective treatment and which demonstitagepotential to address unmet medical
needs for the condition. Under the fast track progrthe sponsor of a new drug or biologic candidadg request the FDA to designate the
product for a specific indication as a fast traokduct concurrent with or after the filing of theD for the product candidate. The FDA must
determine if the product candidate qualifies fatfimack designation within 60 days after receffthe sponsor's request.

In addition to other benefits, such asah#ity to use surrogate endpoints and have gréatieractions with the FDA, the FDA may initie
review of sections of a fast track product's NDABWA before the application is complete. This nodjireview is available if the applicant
provides and the FDA approves a schedule for then@sion of the remaining information and the agpit pays applicable user fees.
However, the FDA's time period goal for reviewintpat track application does not begin until thet Bection of the NDA or BLA is submitte
In addition, the fast track designation may be distwn by the FDA if the FDA believes that the desitpn is no longer supported by data
emerging in the clinical trial process.

Priority review

Under FDA policies, a product candidate rhayeligible for priority review, or review withia six-month time frame from the time a
complete application is accepted for filing. Praduegulated by the FDA's Center for Drug Evaluatiod Research, or CDER, are eligible for
priority review if they provide a significant imprement compared to marketed products in the tregtrd&gnosis or prevention of a disease.
Products regulated by the FDA's Center for Biolediwaluation and Research are eligible for priastyiew if they provide a significant
improvement in the safety or effectiveness of teatment, diagnosis or prevention of a seriouff@threatening disease. A fast track
designated product candidate would ordinarily ntieet~=DA's criteria for priority review.

51




Table of Contents
Accelerated approve

Under the FDA's accelerated approval reégria, the FDA may approve a drug or biologic faeaious or life-threatening illness that
provides meaningful therapeutic benefit to pati@wvsr existing treatments based upon a surrogalgoént that is reasonably likely to predict
clinical benefit. In clinical trials, a surrogatedpoint is a measurement of laboratory or clingighs of a disease or condition that substitutes
for a direct measurement of how a patient feelsgtions or survives. Surrogate endpoints can ditemeasured more easily or more rapidly
than clinical endpoints. A product candidate apprben this basis is subject to rigorous post-margetompliance requirements, including the
completion of Phase 4 or post-approval clinical#rito confirm the effect on the clinical endpolfailure to conduct required post-approval
studies, or confirm a clinical benefit during posérketing studies, would allow the FDA to withdréive drug from the market on an expedited
basis. All promotional materials for drug candidgaépproved under accelerated regulations are subjedor review by the FDA.

Orphan drugs

Under the Orphan Drug Act, the FDA may gr@phan drug designation to drugs or biologiceried to treat a rare disease or condition,
which is generally defined as a disease or comditiat affects fewer than 200,000 individuals i United States. Orphan drug designation
must be requested before submitting an NDA or BAfier the FDA grants orphan drug designation, taeagic identity of the drug or biolog
and its potential orphan use are disclosed pubtiglthe FDA. Orphan drug designation does not cpavg advantage in, or shorten the
duration of, the regulatory review and approvalgess. The first NDA or BLA applicant to receive F@pproval for a particular active
ingredient to treat a particular disease with FDphan drug designation is entitled to a seven-ggalusive marketing period in the United
States for that product, for that indication. Dgrthe seven-year exclusivity period, the FDA mayapprove any other applications to market
the same drug or biologic for the same orphan atatio, except in limited circumstances, such asoaving of clinical superiority to the
product with orphan drug exclusivity in that itskown to be safer, more effective or makes a nwajotribution to patient care. Orphan drug
exclusivity does not prevent the FDA from approvandifferent drug or biologic for the same diseaseondition, or the same drug or biologic
for a different disease or condition. Among theeothenefits of orphan drug designation are taxitsédr certain research and a waiver of the
NDA or BLA application user fee

Pediatric informatior

Under the Pediatric Research Equity AQ@83, as amended and reauthorized by the Food arglAIministration Amendments Act of
2007, or the FDAAA, an NDA, BLA or supplement toldDA or BLA must contain data that are adequatastgess the safety and effectivel
of the drug or biological product for the claimedications in all relevant pediatric subpopulaticersd to support dosing and administratior
each pediatric subpopulation for which the prodsigafe and effective. The FDA may, on its ownidite or at the request of the applicant,
grant deferrals for submission of some or all peitigata until after approval of the product f@eln adults, or full or partial waivers from the
pediatric data requirements. Unless otherwise reduiy regulation, the pediatric data requirementsot apply to products with orphan drug
designation.
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The Hatch-Waxman Act
Abbreviated new drug applicatiol

In seeking approval for a drug through @W\applicants are required to list with the FDAckgatent with claims that cover the
applicant's product. Upon approval of a drug, ezfdhe patents listed in the application for theglis then published in the FDA's Approved
Drug Products with Therapeutic Equivalence Evatratj commonly known as the Orange Book. Drugsdistehe Orange Book can, in turn,
be cited by potential competitors in support ofrappl of an abbreviated new drug application, orD¥N Generally, an ANDA provides for
marketing of a drug product that has the same aatigredients in the same strengths and dosagedsttime listed drug and has been shown
through bioequivalence testing to be therapeutiaguivalent to the listed drug. ANDA applicants aot required to conduct or submit results
of preclinical or clinical tests to prove the sgfet effectiveness of their drug product, othemttize requirement for bioequivalence testing.
Drugs approved in this way are commonly referredsgeneric equivalents" to the listed drug, aaml aften be substituted by pharmacists
under prescriptions written for the original listeyadig.

The ANDA applicant is required to certifythe FDA concerning any patents listed for therap@d product in the FDA's Orange Book.
Specifically, the applicant must certify that:

. the required patent information has not been filed;

. the listed patent has expire

. the listed patent has not expired, but will exgirea particular date and approval is sought afizrg expiration; or
. the listed patent is invalid or will not be infriad by the new product.

A certification that the new product wibhtninfringe the already approved product's listatepts or that such patents are invalid is called a
Paragraph IV certification. If the applicant does challenge the listed patents, the ANDA applaativill not be approved until all the listed
patents claiming the referenced product have eapire

If the ANDA applicant has provided a Paedr IV certification to the FDA, the applicant masio send notice of the Paragraph IV
certification to the NDA and patent holders onoe ANDA has been accepted for filing by the FDA. TH2A and patent holders may then
initiate a patent infringement lawsuit in respotséhe notice of the Paragraph 1V certificationeThing of a patent infringement lawsuit
within 45 days after the receipt of a Paragrapledttification automatically prevents the FDA froppaoving the ANDA until the earlier of
30 months, expiration of the patent, settlemenheflawsuit or a decision in the infringement ctee is favorable to the ANDA applicant.

The ANDA also will not be approved untilyaapplicable non-patent exclusivity, such as exeltysfor obtaining approval of a new
chemical entity, listed in the Orange Book for teéerenced product has expired. Federal law prevédeeriod of five years following approval
of a drug containing no previously approved actigredients during which ANDAs for generic versiarfghose drugs cannot be submitted
unless the submission contains a Paragraph |Vesigel to a listed patent, in which case the subarigsiay be made four years following the
original product approval. Federal law providesdgreriod of three years of exclusivity followingpaoval of a listed drug that contains
previously approved active ingredients but is appdoin a new dosage form, route of administrationambination, or for a new use, the
approval of which was required to be supporteddwy olinical trials conducted by or for the sponshr;ing which the FDA cannot grant
effective approval of an ANDA based on that listiedg. Under the Best Pharmaceuticals for Childret federal law also provides that
periods of patent and non-patent marketing exditysligted in the Orange Book for a drug may becexted by six months if the NDA sponsor
conducts pediatric studies identified by the
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FDA in a written request. For written requests éskby the FDA after September 27, 2007, the daenattment of the FDAAA, the FDA mt
grant pediatric exclusivity no later than nine ntanprior to the date of expiration of patent or4patent exclusivity in order for the six-month
pediatric extension to apply to that exclusivityipd.

Section 505(b)(2) new drug applications

Most drug products obtain FDA marketing rmal pursuant to an NDA or an ANDA. A third altative is a special type of NDA,
commonly referred to as a Section 505(b)(2) NDAicklenables the applicant to rely, in part, onRB\'s previous approval of a similar
product, or published literature, in support ofdpgplication.

505(b)(2) NDAs often provide an alternaéthpto FDA approval for new or improved formulasoor new uses of previously approved
products. Section 505(b)(2) permits the filing of MDA where at least some of the information reggifor approval comes from studies not
conducted by or for the applicant and for whichdpelicant has not obtained a right of referenicthd 505(b)(2) applicant can establish that
reliance on the FDA's previous approval is sciesdily appropriate, it may eliminate the need toduact certain preclinical or clinical studies
the new product. The FDA may also require compatoiggerform additional studies or measurementsippart the change from the approved
product. The FDA may then approve the new prodantitiate for all or some of the label indicatiooswhich the referenced product has
approved, as well as for any new indication solytthe Section 505(b)(2) applicant.

To the extent that the Section 505(b)(2)ligpnt is relying on studies conducted for anadyeapproved product, the applicant is required
to certify to the FDA concerning any patents listedthe approved product in the Orange Book tosdmae extent that an ANDA applicant
would. As a result, approval of a 505(b)(2) NDA danstalled until all the listed patents claimihg teferenced product have expired, until
non-patent exclusivity, such as exclusivity forahing approval of a new chemical entity, listedtie Orange Book for the referenced product
has expired, and, in the case of a Paragraph Itification and subsequent patent infringement suitjl the earlier of 30 months, settlement of
the lawsuit or a decision in the infringement cted is favorable to the Section 505(b)(2) applican

Combination products

The FDA regulates combinations of prodtists cross FDA centers, such as biologic, drug edioal device components that are
physically, chemically or otherwise combined intsirgle entity, as a combination product. The FI2Ater with primary jurisdiction for the
combination product will take the lead in the prekeareview of the product using that center's rating application for submission purposes,
with the other center consulting or collaboratinighwhe lead center.

The FDA's Office of Combination Products QCP, determines which center will have primanysgliction for the combination product
based on the combination product's "primary modactibn.” A mode of action is the means by whigir@duct achieves an intended
therapeutic effect or action. The primary modedfam is the mode of action that provides the nimgtortant therapeutic action of the
combination product, or the mode of action expettethake the greatest contribution to the overaérided therapeutic effects of the
combination product.
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Often it is difficult for the OCP to deteime with reasonable certainty the most importaatapeutic action of the combination product. In
those difficult cases, the OCP will consider cotesisy with other combination products raising santypes of safety and effectiveness
guestions, or which center has the most expediszadluate the most significant safety and effectéss questions raised by the combination
product.

A sponsor may use a voluntary formal preckaown as a Request for Designation, when theéymtaclassification is unclear or in dispt
to obtain a binding decision as to which centel rejulate the combination product. If the spor@gects to that decision, it may request that
the agency reconsider that decision.

Biosimilarslaw

The Biologics Price Competition and InnéeatAct of 2009, or BPCIA, amended the PHSA to teeanew licensure framework for
biosimilar products, which could ultimately subjectr biological products to competition. Under BRRCIA, a manufacturer may submit an
application for licensure of a biologic productttig"biosimilar to" or "interchangeable with" &eesnced, branded biologic product.
Previously, there had been no licensure pathwagudoh biosimilar or interchangeable products. Roppses of the BPCIA, a reference pro
is defined as the single biological product licehsader a full BLA against which a biological pratlis evaluated in an application submitted
under a follow-on BLA.

The BPCIA also created a 12-year periocetérence product exclusivity, which can be extenidel 21/ 2 years with pediatric exclusivit
The 12-year exclusivity period begins on the détiérst licensure of the reference product under BHSA and during which the licensure of a
follow-on application for a biosimilar or interchgeable product cannot be made effective. Durindithefour years (or four and one-half
years with pediatric exclusivity) of the -year period, an application for a biosimilar aeithangeable version of the reference productatann
be submitted to the FDA. Under a budget proposadiBent Obama submitted to Congress in 2011, begjrin 2012, reference product
exclusivity would decrease from 12 to seven yeamgress has not yet enacted, but could move t,enech a decrease in the reference
product exclusivity period.

The BPCIA includes limits on obtaining $&ar reference product exclusivity for certain amor modifications to the reference prod
A separate 12-year reference product exclusivitiodedoes not apply to:

. a BLA supplement for the product that is the rafeseproduct

. a subsequent BLA filed by the same reference pttoghamsor or manufacturer (or a licensor, predecesdnterest, or other
related entity) for a change (not including a miadifion to the structure of the biological produtt results in a new indicatic
route of administration, dosing schedule, dosaga fdelivery system, delivery device or strength; o

. a modification to the structure of the biologicabguct that does not result in a change in safetyity or potency.

The FDA has not yet issued proposed reiguigtsetting forth its interpretation of the BPGIA&Xclusivity provisions and it is unclear wi
the FDA will do so.

In addition to creating a 12-year periodeference product exclusivity, the BPCIA clarifibg interaction of that exclusivity with orphan
drug exclusivity, such that the licensure of a iokar or interchangeable version of a referenaapct that was designated and approved as al
orphan drug may only occur after the later of thgiration of any applicable seven-year orphan dragusivity or the 12-year reference
product exclusivity (or seven and one-half year$ &2/ 2 years with pediatric exclusivity).
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Like pediatric exclusivity applicable toudrproducts approved under the FDCA, pediatriciesteity applicable to biological reference
products is subject to an exception. Pediatriciesteity will not apply to either the 12-year refaoe product or the seven-year orphan drug
exclusivity periods if the FDA determines laterritdine months prior to the expiration of such petioat the study reports a BLA sponsor
submitted in response to a written request foratedistudies met the terms of that request.

Our investigational biological productsagproved, could be considered reference produditteel to 12-year exclusivity. Even if our
products are considered to be reference produgiblelfor exclusivity, another company could markecompeting version of any of our
biological products if the FDA approves a full Bliér such product containing the sponsor's own prieell data and data from adequate and
well-controlled clinical trials to demonstrate th&fety, purity and potency of their product.

The BPCIA also sets forth a complex mecharfor resolving patent disputes that involvesep-stise exchange of information prior to
the initiation of a patent infringement lawsuit &g a biosimilar or interchangeable product spendalike the Hatch-Waxman Act, the
BPCIA provides no automatic stay on approval ofasimilar or interchangeable product application.

Overview of FDA regulation of companion diagnostics

We are developirig vitro andin vivo companion diagnostics for use in selecting theepédithat we believe will respond to our cancer
therapeutics.

FDA officials have indicated that the aggimtends to publish two draft guidances that thgetwhen finalized, would address issues
critical to developingn vitro companion diagnostics, such as biomarker qualifinaestablishing clinical validity, the use ofnetpective data,
the appropriate patient population and when the FlArequire that the device and the drug be appdosimultaneously. The draft guidance
issued in July 2011 states that if safe and effeaise of a therapeutic depends otinaritro diagnostic, then the FDA generally will require
approval or clearance of the diagnostic at the dameethat the FDA approves the therapeutic. Thé s yet to issue further guidance, ar
is unclear whether it will do so, or what the sceprild be.

The FDA previously has requirgdvitro companion diagnostics intended to select the patigho will respond to the cancer treatment to
obtain PMA, simultaneously with approval of the gliar licensure of the biologic. Based on the dgaftlance, and the FDA's past treatment of
companion diagnostics, we believe that the FDA weitjuire one or more of our vitro companion diagnostics to obtain PMA for our
companion diagnostics to identify patient populagiguitable for our cancer therapies, such amthgro companion diagnostic for MM-121.
The review of thesi vitro companion diagnostics in conjunction with the rew our cancer treatments involves coordinationesfew by
CDER and by the FDA's Center for Devices and Radichl Health Office of In Vitro Diagnostics Deviéaluation and Safety.

Ourin vivo companion diagnostics, which are in the form ofding agents, are regulated as drugs by CDER arslichs are generally
subject to the regulatory requirements applicablether new drug candidates.

PMA approval pathwa

A medical device, including &mvitro diagnostic, or IVD, to be commercially distributiecthe United States must receive either 510(k)
clearance or PMA approval from the FDA prior to keing. Devices deemed by the FDA to pose the gseaisk, such as life-sustaining, life
supporting or implantable devices, or devices deknot substantially equivalent to a previously X)@{eared device or a preamendment
class lll device for which PMA applications have been called, are placed in Class Il requiringAapproval. The PMA approval pathway
requires proof of the safety
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and effectiveness of the device to the FDA's sati&in. The PMA approval pathway generally takesiflone to three years or even longer
from submission of the application.

A PMA application for an IVD must provid&tensive preclinical and clinical trial data. Piewal data for an IVD includes many
different tests, including how reproducible theulessare when the same sample is tested multiplestiby multiple users at multiple
laboratories. The clinical data need to estabhisit the test is sufficiently safe, effective anlihide in the intended use population. In addition,
the FDA must be convinced that a device has clinitéty, meaning that an IVD provides informatidiat is clinically meaningful. A
biomarker's clinical significance may be obviousthe applicant may be able to rely upon publislitedature or submit data to show clinical
utility.

A PMA application also must provide infortioa about the device and its components regar@ingng other things, device design,
manufacturing and labeling. The sponsor must pagpgtication fee.

As part of the PMA review, the FDA will tigally inspect the manufacturer's facilities fongaiance with Quality System Regulation, or
QSR, requirements, which impose elaborate testimgtrol, documentation and other quality assurgmoeedures.

Upon submission, the FDA determines ifRiMA application is sufficiently complete to permisubstantive review, and, if so, the FDA
accepts the application for filing. The FDA thenmanences an in-depth review of the PMA applicatitime entire process typically takes one
to three years, but may take longer. The revieve fisroften significantly extended as a result ef DA asking for more information or
clarification of information already provided. TR®A also may respond with a not approvable deteaition based on deficiencies in the
application and require additional clinical tristigt are often expensive and time-consuming andgchstantially delay approval.

During the review period, an FDA advisopmumittee, typically a panel of clinicians, likelyillloe convened to review the application and
recommend to the FDA whether, or upon what conaktidhe device should be approved. Although the Dot bound by the advisory panel
decision, the panel's recommendation is importatiié FDA's overall decision making process.

If the FDA's evaluation of the PMA applicet is favorable, the FDA typically issues an aptae letter requiring the applicant's
agreement to specific conditions, such as chamgkedeling, or specific additional information, suas submission of final labeling, in order to
secure final approval of the PMA. If the FDA cortiis that the applicable criteria have been met-Bw will issue a PMA for the approved
indications, which can be more limited than thosgiwally sought by the manufacturer. The PMA cacdlide post-approval conditions that the
FDA believes necessary to ensure the safety aedtaféness of the device, including, among othieig restrictions on labeling, promotion,
sale and distribution. Failure to comply with tlenditions of approval can result in material adee¥sforcement action, including the loss or
withdrawal of the approval.

Even after approval of a PMA, a new PMAPBIA supplement may be required in the event of difitation to the device, its labeling or
its manufacturing process. Supplements to a PMénafeéquire the submission of the same type of in&ion required for an original PMA,
except that the supplement is generally limitetheoinformation needed to support the proposedgdh&om the product covered by the
original PMA.

Clinical trials

A clinical trial is almost always requirezlsupport a PMA application. In some cases, ormaare smaller Investigational Device
Exemption, or IDE, studies may precede a pivoiaiddl trial intended to demonstrate the safety effidacy of the investigational device.

All clinical studies of investigational degs must be conducted in compliance with the FDé&diirements. If an investigational device
could pose a significant risk to patients pursuarkDA
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regulations, the FDA must approve an IDE applicapdor to initiation of investigational use. IVIdls usually do not require an IDE, as the
FDA does not judge them to be a significant riskauese the results do not affect the patients irstindy. However, for a trial where the IVD
result directs the therapeutic care of patientl wétncer, we believe that the FDA would consideritivestigation to present significant risk.

An IDE application must be supported byrappiate data, such as laboratory test resultsystapthat it is safe to test the device in
humans and that the testing protocol is scientificund. The FDA typically grants IDE approval fospecified number of patients. A
nonsignificant risk device does not require FDAm@ppl of an IDE. Both significant risk and nonsificant risk investigational devices require
approval from IRBs at the study centers where thécg will be used.

During the trial, the sponsor must complthwhe FDA's IDE requirements for investigatoresion, trial monitoring, reporting and rect
keeping. The investigators must obtain patientrimid consent, rigorously follow the investigatiopkn and study protocol, control the
disposition of investigational devices and complthvall reporting and record keeping requiremeRtsor to granting PMA approval, the FDA
typically inspects the records relating to the aaidf the study and the clinical data supportimg PMA application for compliance with
applicable requirements.

Although the QSR does not fully apply teestigational devices, the requirement for contasigiesign and development does apply. The
sponsor also must manufacture the investigatioesce in conformity with the quality controls deibed in the IDE application and any
conditions of IDE approval that the FDA may impegith respect to manufacturing.

Pos-market

After a device is on the market, numeragutatory requirements apply. These requiremectade: the QSR, labeling regulations, the
FDA's general prohibition against promoting productr unapproved or "off label" uses, the Medicakize Reporting regulation, which
requires that manufacturers report to the FDAéirtklevice may have caused or contributed to ehdmaserious injury or malfunctioned in a
way that would likely cause or contribute to a teat serious injury if it were to recur, and thepBes of Corrections and Removals regulat
which requires manufacturers to report recallsféaid actions to the FDA if initiated to reduceiskrto health posed by the device or to remr
a violation of the FDCA.

The FDA enforces these requirements byeiaspn and market surveillance. If the FDA findgi@ation, it can institute a wide variety of
enforcement actions, ranging from a public warnetter to more severe sanctions such as: finasnations and civil penalties; recall or
seizure of products; operating restrictions, phstispension or total shutdown of production; riefgsequests for PMA approval of new
products; withdrawing PMA approvals already grantet criminal prosecution.

Other regulatory requirements

Any drug or biological products manufactue distributed by us pursuant to FDA approvatssarbject to pervasive and continuing
regulation by the FDA, including, among other tlingequirements relating to recordkeeping, periogjorting, product sampling and
distribution, advertising and promotion and repagtof adverse experiences with the product. Afpgraval, most changes to the approved
product, such as adding new indications or otheeliag claims are subject to prior FDA review aipgval.

The FDA may impose a number of post-apdree@uirements as a condition of approval of an N@ABLA. For example, the FDA may
require post-marketing testing, including phasdiriaal trials, and surveillance to further assasd monitor the product's safety and
effectiveness after commercialization. Regulatqrgraval of oncology products often requires thdigmes in clinical trials be followed for
long periods to determine the overall survival ieroé the drug or biologic.
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In addition, drug and biologic manufactgrand other entities involved in the manufacture @istribution of approved drugs and
biological products are required to register tlesitablishments with the FDA and state agenciesaendubject to periodic unannounced
inspections by the FDA and these state agenciasofapliance with cGMP requirements. Changes tartaeufacturing process are strictly
regulated and often require prior FDA approval befoeing implemented. FDA regulations also requnvestigation and correction of any
deviations from cGMP and impose reporting and dantation requirements upon us and any third paggufacturers that we may decide to
use. Accordingly, manufacturers must continue foeexl time, money and effort in the areas of pradoand quality control to maintain
cGMP compliance.

Once an approval is granted, the FDA mahdvaw the approval if compliance with regulatoeguirements and standards is not
maintained or if problems occur after the prodeetches the market. Later discovery of previousknown problems with a product, includi
adverse events of unanticipated severity or frequesr with manufacturing processes, or failureamply with regulatory requirements, may
result in revisions to the approved labeling to add safety information, imposition of pastarket studies or clinical trials to assess newtg
risks or imposition of distribution or other restions under a Risk Evaluation and Mitigation Stgat program. Other potential consequences
include, among other things:

. restrictions on the marketing or manufacturinghaf product, complete withdrawal of the product frin@ market or product
recalls;

. fines, warning letters or holds on post-approvigichl trials;

. refusal of the FDA to approve pending applicationsupplements to approved applications, or suspeis revocation of

product license approvals;
. product seizure or detention, or refusal to peth@timport or export of products;

. consent decrees, injunctions or the impositionif or criminal penalties.

The FDA strictly regulates marketing, labg| advertising and promotion of products that@Eezed on the market. Drugs and biologics
may be promoted only for the approved indicatiom$ ia accordance with the provisions of the appddedel. The FDA and other agencies
actively enforce the laws and regulations prohilitihe promotion of off label uses, and a compéaay is found to have improperly promoted
off label uses may be subject to significant ligypil

Additional provisions
Anti-kickback and false claims laws

In addition to FDA restrictions on markefiof pharmaceutical products, several other tyfetate and federal laws have been applied to
restrict certain marketing practices in the phamméical industry in recent years. These laws inelandti-kickback statutes and false claims
statutes. The federal healthcare program anti-kickIstatute prohibits, among other things, knowiragld willfully offering, paying, soliciting
or receiving remuneration to induce or in returngarchasing, leasing, ordering or arranging ferpirchase, lease or order of any healthcare
item or service reimbursable under Medicare, Madioa other federally financed healthcare prografigs statute has been interpreted to
apply to arrangements between pharmaceutical metouéas on the one hand and prescribers, purchasdrormulary managers on the other.
Violations of the anti-kickback statute are puntdkay imprisonment, criminal fines, civil monetgrgnalties and exclusion from participation
in federal healthcare programs. Although thereaamember of statutory exemptions and regulatorg bafbors protecting certain common
activities from prosecution or other regulatorya@ns, the exemptions and safe harbors are dramowly, and practices that involve
remuneration intended to induce prescribing, pwsebar recommendations may be subject to scrutthgy do not qualify for an exemption
or safe harbor.
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Federal false claims laws prohibit any parfom knowingly presenting, or causing to be prgsd, a false claim for payment to the
federal government, or knowingly making, or caudim¢pe made, a false statement to have a fals@ gaid. Recently, several pharmaceutical
and other healthcare companies have been prosaautiled these laws for allegedly inflating drug pscthey report to pricing services, which
in turn were used by the government to set MediaatkMedicaid reimbursement rates, and for allggpdividing free product to customers
with the expectation that the customers wouldfbilleral programs for the product. In addition, @@rtnarketing practices, including off-label
promotion, may also violate false claims laws. Tiegority of states also have statutes or regulatgmilar to the federal anti-kickback law
and false claims laws, which apply to items andises reimbursed under Medicaid and other statgrpros, or, in several states, apply
regardless of the payor.

Physician drug sample

As part of the sales and marketing progasarmaceutical companies frequently provide sasnpl@pproved drugs to physicians. The
Prescription Drug Marketing Act, or the PDMA, imgssrequirements and limitations upon the provisibdrug samples to physicians, as well
as prohibits states from licensing distributorpscription drugs unless the state licensing piogmeets certain federal guidelines that
include minimum standards for storage, handlingraedrd keeping. In addition, the PDMA sets foiithil@nd criminal penalties for
violations.

Foreign regulation

In order to market any product outsidehaf tUnited States, we would need to comply with meome and varying regulatory requirements
of other countries regarding safety and efficaay governing, among other things, clinical trialgrketing authorization, commercial sales
distribution of our products. Whether or not weaibtFDA approval for a product, we would need ttagbthe necessary approvals by the
comparable regulatory authorities of foreign comastbefore we can commence clinical trials or mimigeof the product in those countries. -
approval process varies from country to country eemalinvolve additional product testing and addisloadministrative review periods. The
time required to obtain approval in other countriéght differ from and be longer than that requiteabtain FDA approval. Regulatory
approval in one country does not ensure regulapproval in another, but a failure or delay in atiteg regulatory approval in one country
may negatively impact the regulatory process ireh

To date, other than applying for and bejranted orphan medicinal product designation irBhepean Union for MM-398 for the
treatment of pancreatic cancer, we have not ieifi@ny discussions with the European Medicines &gen any other foreign regulatory
authorities with respect to seeking regulatory apalfor any of our products in Europe or in anestcountry outside the United States.

The European Medicines Agency, or EMA, ¢gsaorphan medicinal product designation to prontio¢edevelopment of products that may
offer therapeutic benefits for life-threateningatronically debilitating conditions affecting noone than five in 10,000 people in the European
Union. In addition, orphan medicinal product desitign can be granted if the drug is intended flifieahreatening, seriously debilitating or
serious and chronic condition and without incertiitas unlikely that sales of the drug in the Eugan Union would be sufficient to justify
developing the drug. Orphan medicinal product destign is only available if there is no other datisory method approved in the European
Union of diagnosing, preventing or treating thediton, or if such a method exists, the proposgzhan medicinal product will be of
significant benefit to patients. Orphan medicinaduct designation provides opportunities for foeetocol assistance and fee reductions for
access to the centralized regulatory procedurgsh@r medicinal product designation also providaes/gars of market exclusivity following
drug approval. The exclusivity period may be redutesix years
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if the designation criteria are no longer met, udihg where it is shown that the product is suéiintly profitable not to justify maintenance of
market exclusivity.

New legislation and regulations

From time to time, legislation is draftéatroduced and passed in Congress that could ggnify change the statutory provisions
governing the testing, approval, manufacturing mwadketing of products regulated by the FDA. Fomegke, the FDAAA and the BPCIA
discussed above were enacted in 2007 and 201@atesgly. In addition to new legislation, FDA regtibns and policies are often revised or
interpreted by the agency in ways that may sigaifity affect our business and our products. Iiripassible to predict whether further
legislative changes will be enacted or whether FBgulations, guidance, policies or interpretatiohanged or what the effect of such chan
if any, may be.

Pharmaceutical coverage, pricing and reimbursement

Significant uncertainty exists as to theerage and reimbursement status of any drug predarctvhich we obtain regulatory approval.
Sales of any of our product candidates, if approweéill depend, in part, on the extent to which thusts of the products will be covered by third
party payors, including government health prograoch as Medicare and Medicaid, commercial heatthrgrs and managed care
organizations. The process for determining whegheayor will provide coverage for a drug productyrba separate from the process for
setting the price or reimbursement rate that thy@ipwaill pay for the drug product once coveragagproved. Third party payors may limit
coverage to specific drug products on an approsgdor formulary, which might not include all dfe approved drugs for a particular
indication.

In order to secure coverage and reimburaéfoe any product that might be approved for sade,may need to conduct expensive
pharmacoeconomic studies in order to demonstratenttdical necessity and cost-effectiveness of théyet, in addition to the costs required
to obtain FDA or other comparable regulatory apptevOur product candidates may not be consideestiaally necessary or costfective. A
payor's decision to provide coverage for a drugiped does not imply that an adequate reimbursena¢awill be approved. Third party
reimbursement may not be sufficient to enable usdmtain price levels high enough to realize gorapriate return on our investment in
product development.

The containment of healthcare costs hasrhea@ priority of federal, state and foreign goveents, and the prices of drugs have been a
focus in this effort. Third party payors are in@iegly challenging the prices charged for medicabtpcts and services and examining the
medical necessity and cost-effectiveness of megicalucts and services, in addition to their sagety efficacy. If these third party payors do
not consider our products to be cost-effective camag to other available therapies, they may nogrcour products after approval as a benefit
under their plans or, if they do, the level of pa&ymmay not be sufficient to allow us to sell otwgucts at a profit. The U.S. government, state
legislatures and foreign governments have showmifgignt interest in implementing cost containmprggrams to limit the growth of
government-paid health care costs, including pramrols, restrictions on reimbursement and requénmgts for substitution of generic products
for branded prescription drugs. Adoption of suchtoas and measures, and tightening of restrigivigies in jurisdictions with existing
controls and measures, could limit payments forplaaeuticals such as the drug candidates thatevdeareloping and could adversely affect
our net revenue and results.

Pricing and reimbursement schemes vary lyidtem country to country. Some countries providat drug products may be marketed ¢
after a reimbursement price has been agreed. Soumgrizs may require the completion of additioriatiges that compare the cost-
effectiveness of a particular product candidateutwently available therapies. For example, theogean Union provides options
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for its member states to restrict the range of ¢maglucts for which their national health insurasgstems provide reimbursement and to
control the prices of medicinal products for hunoiae. European Union member states may approvecdisgeice for a drug product or may
instead adopt a system of direct or indirect cdaton the profitability of the company placing theig product on the market. Other member
states allow companies to fix their own pricesdarg products, but monitor and control company igsoThe downward pressure on health
care costs in general, particularly prescriptiomgd; has become very intense. As a result, inerglyshigh barriers are being erected to the
entry of new products. In addition, in some cowsricross-border imports from low-priced marketsregompetitive pressure that may reduce
pricing within a country. There can be no assurdhaeany country that has price controls or reimbment limitations for drug products will
allow favorable reimbursement and pricing arrangemnéor any of our products.

The marketability of any products for whigk receive regulatory approval for commercial sadgyy suffer if the government and third
party payors fail to provide adequate coverageraimbursement. In addition, an increasing emph@asisianaged care in the United States has
increased and we expect will continue to increhseptessure on drug pricing. Coverage policiesd tarty reimbursement rates and drug
pricing regulation may change at any time. In gaitr, the Patient Protection and Affordable CacéwWas enacted in the United States in
March 2010 and contains provisions that may redloegrofitability of drug products, including, fexample, increased rebates for drugs sold
to Medicaid programs, extension of Medicaid reb&tddedicaid managed care plans, mandatory dissdontertain Medicare Part D
beneficiaries and annual fees based on pharmaakatimpanies’ share of sales to federal healthpgragrams. Even if favorable coverage and
reimbursement status is attained for one or mavdymts for which we receive regulatory approvaisléavorable coverage policies and
reimbursement rates may be implemented in thedutur

Employees

As of February 29, 2012, we had 218 futidiemployees, including a total of 79 employeek WitD. or Ph.D. degrees. Of these ftithe
employees, 181 employees are engaged in reseawtipgment and manufacturing. None of our employeespresented by a labor union or
covered by collective bargaining agreements. Weiden our relationship with our employees to bedyoo

Our Corporate Information

We were incorporated under the laws ofStete of Delaware in July 2010. Our principal exeeuoffices are located at One Kendall
Square, Suite B7201, Cambridge, MA 02139, and @lephone number is (617) 441-1000.

Information Available on the Internet

We maintain a website with the addnessv.merrimackpharma.comWe are not including the information containedoom website as a
part of, or incorporating it by reference into stinnual Report on Form 10-K. Our annual report§orm 10-K, quarterly reports on Form 10-
Q, current reports on Formk-and all amendments to those reports, are avaitabyou free of charge through the "SEC Filingsttion of ou
website as soon as reasonably practicable aftee timaterials have been electronically filed withfuonished to, the SEC. We also make
available on our website our corporate governaniggegjnes, the charters for our audit committeepocate governance and nominating
committee, organization and compensation commétekexecutive committee, and our code of businesdurt and ethics, which applies to
our directors, officers and employees, and suatrinétion is available in print and free of chargeny of our stockholders who requests it. In
addition, we intend to disclose on our website amgndments to, or waivers from, our code of busigesduct and ethics that are required to
be publicly disclosed pursuant to rules of the SEC.
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Iltem 1A. Risk Factors
Risks related to our financial position and need foadditional capital

We have incurred significant losses since our inception, which has raised substantial doubt about our ability to continue as a going concern.
We expect to incur losses for the foreseeable future and may never achieve or maintain profitability.

Since inception, we have incurred signiftcaperating losses. Our net loss was $79.7 mifilorihe year ended December 31, 2011,
$50.2 million for the year ended December 31, 284@ $49.1 million for the year ended December 8092 As of December 31, 2011, we |
an accumulated deficit of $350.8 million. Our operg losses since inception and the insufficientgur existing capital resources to fund our
planned operations for a twelve month period raigestantial doubt about our ability to continueaging concern. As a result, our
independent registered public accounting firm ideldi an explanatory paragraph in its report on imantial statements as of and for the year
ended December 31, 2011 with respect to this uaiogyt

To date, we have financed our operatioimguily through private placements of our preferséatck, collaborations and, to a lesser extent,
through government grants, the monetization ofctaxlits and equipment lease financings. We havetddwsubstantially all of our efforts to
research and development, including clinical trisd& have not completed development of any thetteppproduct candidates or companion
diagnostics. We expect to continue to incur sigalfit expenses and increasing operating losses liesst the next several years. We anticipate
that our expenses will increase substantially as we

. initiate or continue our clinical trials of our fumost advanced product candida

. continue the research and development of our @ioetuct candidates;

. seek to discover additional product candidates;

. seek regulatory approvals for our product candgltitat successfully complete clinical trie

. establish a sales, marketing and distribution gtftacture and scale up manufacturing capabilibesotmmercialize products fi

which we may obtain regulatory approval; and

. add operational, financial and management inforomagiystems and personnel, including personnelgpati our produc
development and planned commercialization efforts.

To become and remain profitable, we mustsed in developing and eventually commercializirgducts with significant market
potential. This will require us to be successfuhirange of challenging activities, including digenng product candidates, completing
preclinical testing and clinical trials of our prad candidates, obtaining regulatory approval fiese product candidates and manufacturing,
marketing and selling those products for which way/rabtain regulatory approval. We are only in thgiminary stages of some of these
activities. We may never succeed in these acts/died may never generate revenues that are sigmtific large enough to achieve profitability.
Even if we do achieve profitability, we may notddgle to sustain or increase profitability on a ¢erdy or annual basis. Our failure to become
and remain profitable would depress the value ofcompany and could impair our ability to raiseitapexpand our business, diversify our
product offerings or continue our operations. Aligkecin the value of our company could also cause tp lose all or part of your investment.

We will need substantial additional funding. If we are unable to raise capital when needed, we would be forced to delay, reduce or eliminate
our product development programs or commercialization efforts.

We expect our research and developmentnsgseto increase in connection with our ongoiniyigiess, particularly as we continue the
research, development and clinical trials of, ageks
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regulatory approval for, our product candidatesaddition, subject to obtaining regulatory approsfahny of our product candidates, we ex
to incur significant commercialization expensesgmyduct sales, marketing, manufacturing and distion. We will need substantial additio
funding in connection with our continuing operasoif we are unable to raise capital when needathattractive terms, we would be forcei
delay, reduce or eliminate our research and dewsop programs or commercialization efforts.

We expect that the net proceeds from dtiaimpublic offering, together with our existinggh and cash equivalents, anticipated interest
income and anticipated milestone payments and rdsead development and manufacturing funding undercollaboration agreement with
Sanofi related to MM-121, will enable us to fund operating expenses and capital expenditure rexpgints into the second half of 2013. Our
future capital requirements will depend on manydeg; including:

. the progress and results of the clinical trialswf five most advanced product candida

. the success of our collaborations with Sanofi egldb MV-121 and PharmaEngine, Inc., or PharmaEngine, tetattM-398;

. the scope, progress, results and costs of preglidevelopment, laboratory testing and clinicalltrifor our other product
candidates;

. the costs, timing and outcome of regulatory revidwur product candidate

. the costs of commercialization activities, inclugliproduct sales, marketing, manufacturing anditligion;

. the costs of preparing, filing and prosecuting paépplications and maintaining, enforcing and ddfieg intellectual property-

related claims;
. the extent to which we acquire or invest in bussessproducts and technologies;

. our ability to establish and maintain additionalaloorations on favorable terms, particularly mairkg and distribution
arrangements for oncology product candidates crtbied United States and Europe.

Conducting preclinical testing and clinit@ls is a time-consuming, expensive and unaepabcess that takes years to complete, and we
may never generate the necessary data requirditdmoegulatory approval and achieve product séteaddition, our product candidates, if
approved, may not achieve commercial success. @umercial revenues, if any, will be derived frontesaof products that we do not expec
be commercially available for several years, élatAccordingly, we will need to continue to redy additional financing to achieve our
business objectives.

Raising additional capital may cause dilution to our existing stockholders, restrict our operations or require usto relinquish rightsto our
technologies or product candidates.

Until such time, if ever, as we can gereemtbstantial product revenues, we expect to fimanic cash needs through a combination of
equity offerings, debt financings, collaboratiossategic alliances, licensing arrangements anerattarketing and distribution arrangements.
We do not have any committed external source adgunther than our collaboration with Sanofi foz ttevelopment and commercialization of
MM-121, which is terminable by Sanofi for convergerupon 180 days' prior written notice. To the ekthat we raise additional capital
through the sale of equity or convertible debt siéies, your ownership interest will be diluted dafne terms of these securities may include
liquidation or other preferences that adverselgaffiour rights as a stockholder. Debt financifgyailable, may involve agreements that
include covenants limiting or restricting our atyilio take specific actions, such as incurring tididal debt, making capital expenditures or
declaring dividends. If we raise additional fundeotigh marketing and distribution arrangementstloercollaborations,
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strategic alliances or licensing arrangements thittd parties, we may have to relinquish valualéts to our technologies, future revenue
streams, research programs or product candidatesgoant licenses on terms that may not be faverabus. If we are unable to raise
additional funds through equity or debt financimgsen needed, we may be required to delay, limituce or terminate our product
development or commercialization efforts or gragihts to develop and market product candidatesvieatvould otherwise prefer to develop
and market ourselves.

Risks related to the development and commercializatn of our product candidates

We depend heavily on the success of our five most advanced product candidates. All of our product candidates are still in preclinical and
clinical development. Clinical trials of our product candidates may not be successful. If we are unable to commercialize our product
candidates, or experience significant delaysin doing so, our business will be materially harmed.

We have invested a significant portion of efforts and financial resources in the acquisitf rights to MM-398 and the development of
our four other most advanced product candidatethfotreatment of various types of cancer. All of therapeutic product candidates are still
in preclinical and clinical development. Our alyilib generate product revenues, which we do noéebill occur for at least the next several
years, if ever, will depend heavily on the sucagssévelopment and eventual commercialization esthproduct candidates. The succe:
our product candidates, which include both ourdpeutic product candidates and companion diagncatididates, will depend on several
factors, including the following:

. successful enroliment in, and completion of, précél studies and clinical trials;

. receipt of marketing approvals from the FDA andikinregulatory authorities outside the United 8safor our product
candidates, including our companion diagnostics;

. establishing commercial manufacturing capabilitether by building such facilities ourselves orking arrangements with thi
party manufacturers;

. launching commercial sales of the product, wheéth@ne or in collaboration with othel

. acceptance of the product by patients, the medamaimunity and third party payors;

. effectively competing with other therapies;

. a continued acceptable safety profile of the proéhitowing approval; an

. qualifying for, maintaining, enforcing and defenglimtellectual property rights and clain

If we do not achieve one or more of theggdrs in a timely manner or at all, we could eigraze significant delays or an inability to
successfully commercialize our product candidatdéch would materially harm our business.

If clinical trials of our product candidates fail to demonstrate safety and efficacy to the satisfaction of the FDA or similar regulatory
authorities outside the United States or do not otherwise produce positive results, we may incur additional costs or experience delaysin
completing, or ultimately be unable to complete, the development and commercialization of our product candidates.

Before obtaining regulatory approval foe gale of our product candidates, we must conddensive clinical trials to demonstrate the
safety and efficacy of our product candidates imans. Clinical testing is expensive, difficult tesihn and implement, can take many years to
complete and is uncertain as to outcome. A faitifrene or more of our clinical trials can occugay stage of testing. The outcome of
preclinical testing and early clinical trials magttbe predictive of the success of later clinicial$, and interim results of a clinical trial dotn
necessarily predict final results.
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For example, the favorable results fromhade 2 clinical trial of MM-398 in patients with tastatic pancreatic cancer may not be
predictive of success in our Phase 3 clinical ofaliM-398 for the same indication, in particulagdause the trials have different efficacy
endpoints and the Phase 2 trial was a single ardy $hat did not compare MM-398 to other therapi@st Phase 3 trial is designed to compare
the efficacy of MM-398 against a combination of 8-&nd leucovorin based on an expected efficacy @ntlpf statistically significant
difference in overall survival. In addition, predtal and clinical data are often susceptible tiyivay interpretations and analyses, and many
companies that have believed their product caneédaerformed satisfactorily in preclinical studiesl clinical trials have nonetheless failed to
obtain marketing approval of their products.

We may experience numerous unforeseen gdeming, or as a result of, clinical trials thautd delay or prevent our ability to receive
regulatory approval or commercialize our productdidates, including:

. regulators or institutional review boards may natharize us or our investigators to commence dadlrtrial or conduct i
clinical trial at a prospective trial site;

. clinical trials of our product candidates may proelmegative or inconclusive results, and we maydeéeor regulators ma
require us, to conduct additional clinical triatsatbandon product development programs;

. the number of patients required for clinical triafsour product candidates may be larger than vieipate, enroliment in these
clinical trials may be insufficient or slower theue anticipate or patients may drop out of thesaadi trials at a higher rate than
we anticipate;

. our third party contractors may fail to comply wittgulatory requirements or meet their contracbiigations to us in a timely
manner, or at all;

. we might have to suspend or terminate clinicalgred our product candidates for various reasarduding a finding that th
patients are being exposed to unacceptable haésit r

. regulators or institutional review boards may reguihat we or our investigators suspend or terraichnical research for
various reasons, including noncompliance with ratpurl requirements;

. the cost of clinical trials of our product candigleimay be greater than we anticipate;

. the supply or quality of our product candidatestiier materials necessary to conduct clinicaldridilour product candidates
may be insufficient or inadequate; and

. our product candidates may have undesirable sfdetefor other unexpected characteristics, caussngy our investigators to
suspend or terminate the trials.

For example, due to a lack of efficacy linical trials, we suspended internal developmériw product candidate MM-093, a potential
therapeutic for autoimmune diseases. We subseguenthinated our development program for this pobaandidate and licensed it to a third

party.

In addition, we are currently evaluating M848 in a Phase 2 clinical trial in colorectal canthat is being conducted by GERCOR, a
cooperative research group of physicians basedande. This trial is comparing a regimen of fluawmail, or 5-FU, leucovorin and MM-398 to
FOLFIRI, which is a regimen of 5-FU, leucovorin aridotecan. Roche recently announced positivelitmpfesults from a Phase 3 clinical ti
in secondine metastatic colorectal cancer being conduatdeérance comparing chemotherapy to chemotheraggyAshastin. The results of tt
trial by Roche could impact clinical practice iraRce, including the use of the FOLFIRI regimen,chigould affect enrollment in our Phase 2
clinical trial of MM-398. We are currently evaluagi what impact, if any, these results will haveooin clinical trial and any action we may
need to take.
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If we are required to conduct additionahichl trials or other testing of our product catetes beyond those that we currently contemyg.
if we are unable to successfully complete clintcals of our product candidates or other testifitihe results of these trials or tests are not
positive or are only modestly positive or if thare safety concerns, we may:

. be delayed in obtaining marketing approval for praduct candidates;

. not obtain marketing approval at all;

. obtain approval for indications that are not asadras intendec

. have the product removed from the market afteriolotg marketing approva
. be subject to additional post-marketing testinginements; or

. be subject to restrictions on how the product stritiuted or usec

In particular, it is possible that the FB#ay not consider the results of our Phase 3 clinizd of MM-398 for the treatment of patients
with metastatic pancreatic cancer, once completele sufficient for approval of MN898 for this indication. In general, the FDA suggew/o
adequate and well-controlled clinical trials to derstrate effectiveness because a conclusion bastdogpersuasive studies will be more
secure. Although the FDA has informed us that éuntpl Phase 3 clinical trial of MM898, plus supportive Phase 2 data obtained to daitdg
potentially provide sufficient safety and effectiess data for the treatment of patients with matiagpancreatic cancer, the FDA has further
advised us that whether one or two adequate addccamrolled clinical trials will be required wible a review issue in connection with an N
submission. Even if we achieve favorable resulisunpivotal Phase 3 clinical trial, the FDA maynetheless require that we conduct
additional clinical trials, possibly using a diféert design. In addition, if we are unable to denrats comparability between MM-398 Phase 1
and Phase 2 clinical material manufactured by PaBmgine and the material produced by us for uselirPhase 3 clinical trial of MM-398,
we may be required to complete additional studiesuding clinical studies, which could delay thevdlopment and approval, if any, of MM-
398.

Our product development costs will alsa@ase if we experience delays in testing or appgsoVée do not know whether any clinical
trials will begin as planned, will need to be rastured or will be completed on schedule, or atfFdr example, in August 2011, the FDA
informed us that, before initiating a Phase 1 chhtrial of MM-151, among other things, we neetledubmit additional preclinical data from
our ongoing toxicology studies. In particular, #RA requested data on the formation of antibodgssrest MM-151 in the test animals
included in our ongoing toxicology studies. As aulg the FDA placed our investigational new drpglecation, or IND, for MM-151 on
clinical hold until we provided all of the informan that the FDA had requested. We provided tHisrination to the FDA in November 2011.
In December 2011, the FDA notified us that theichhhold had been removed and that we could teitiae Phase 1 clinical trial.

Significant clinical trial delays also cdsdhorten any periods during which we may havesftwdusive right to commercialize our product
candidates or allow our competitors to bring praduc market before we do and impair our abilitgéanmercialize our product candidates
may harm our business and results of operations.

If serious adverse or inappropriate side effects are identified during the development of our product candidates, we may need to abandon our
development of some of our product candidates.

All of our product candidates are stillgreclinical or clinical development and their riskfailure is high. It is impossible to predict whe
or if any of our product candidates will prove etfee or safe in humans or will receive regulatapproval. Currently marketed therapies for
solid tumors are generally limited to some extgntheir toxicity. Use of our product candidatesvaanotherapies
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in clinical trials also has resulted in adverserggeonsistent in nature with other marketed thesmapWhen used in combination with other
marketed therapies, our product candidates mayeeyate adverse events associated with the markegeapy. If our product candidates result
in undesirable side effects or have characterihiasare unexpected, we may need to abandondéedélopment.

If we experience delays in the enrollment of patientsin our clinical trials, our receipt of necessary regulatory approvals could be delayed or
prevented.

We may not be able to initiate or contirlirical trials for our product candidates if weeamable to locate and enroll a sufficient number
of eligible patients to participate in these triatsrequired by the FDA or other regulatory autiesi In addition, many of our competitors have
ongoing clinical trials for product candidates thatild be competitive with our product candidafetients who would otherwise be eligible
our clinical trials may instead enroll in clinidalals of our competitors' product candidates ¢y tpon treatment with existing therapies that
may preclude them from eligibility for our clinicaials.

Enroliment delays in our clinical trials yneesult in increased development costs for oudpebcandidates, which would cause the value
of the company to decline and limit our abilitydbtain additional financing. Our inability to enralsufficient number of patients for any of
current or future clinical trials would result ilgsificant delays or may require us to abandona@mmore clinical trials altogether.

In general, we forecast enrollment for dlimical trials based on experience from previolisical trials and monitor enroliment to be able
to make adjustments to clinical trials when appiadpt including as a result of slower than expeetaebliment that we experience from time to
time in our clinical trials. For example, we exgerged slower than expected enroliment in our PRadiaical trial of MM-121 in combination
with exemestane for hormomsensitive breast cancer. In response, we revigedrtry criteria for the clinical trial to corresmbwith changes
clinical practice and also expanded the numbeite$ &and countries participating in the clinicéltrit is possible that slow enroliment in other
clinical trials in the future could require us t@ke similar adjustments. If these adjustments d@wercome problems with slow enrollment,
we could experience significant delays or abantierepplicable clinical trial altogether.

If we are unable to successfully develop companion diagnostics for our therapeutic product candidates, or experience significant delaysin
doing so, we may not realize the full commercial potential of our therapeutics.

An important component of our businesstsgis to develofn vitro or in vivo companion diagnostics for each of our therapeutidct
candidates. There has been limited success tdardhtstry wide in developing companion diagnostiggarticularin vitro companion
diagnostics. To be successful, we will need to estsle number of scientific, technical and logistiteallenges.

Although we have developed prototype asfaysomein vitro diagnostic candidates, all of our companion diatin@sindidates are in
preclinical development or clinical feasibility tegy. We have limited experience in the developnadrdiagnostics and may not be successful
in developing appropriate diagnostics to pair veitty of our therapeutic product candidates thativeamarketing approval. The FDA and
similar regulatory authorities outside the Unitedt8s regulaté vitro companion diagnostics as medical devicesianivo companion
diagnostics as drugs. In each case, companionaktiga require separate regulatory approval paaotmmercialization. Given our limited
experience in developing diagnostics, we expertlioin part on third parties for their design andnufacture. If we, or any third parties that
we engage to assist us, are unable to succesdiublop companion diagnostics for our therapeutidpct candidates, or experience delays in
doing so, the development of our therapeutic prbdacdidates may be adversely affected, our thetaperoduct candidates may not receive
marketing approval and we may not realize thedothmercial
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potential of any therapeutics that receive markgesipproval. As a result, our business would be kdrmpossibly materially.

Even if any of our product candidates, including our five most advanced product candidates, receive regulatory approval, they may fail to
achieve the degree of market acceptance by physicians, patients, healthcare payors and othersin the medical community necessary for
commercial success.

If any of our product candidates, includog five most advanced product candidates, reqeaketing approval, they may nonetheless
not gain sufficient market acceptance by physicipatients, healthcare payors and others in théa@lecbmmunity. If these products do not
achieve an adequate level of acceptance, we magemetrate significant product revenues and we mapecome profitable. The degree of
market acceptance of our product candidates, ifcy@g for commercial sale, will depend on a nundfdactors, including:

. the prevalence and severity of any side effects;

. efficacy and potential advantages compared toredtgre treatments;

. the price we charge for our product candide

. convenience and ease of administration comparattdmative treatment

. the willingness of the target patient populatiotryonew therapies and of physicians to presctilese therapies;

. our ability to successfully develop companion diagjits that effectively identify patient populatilikely to benefit from

treatment with our therapeutic products;
. the strength of marketing and distribution suppanil

. sufficient third party coverage or reimbursement.

If we are unable to establish sales and marketing capabilities or enter into agreements with third partiesto sell and market our product
candidates, we may not be successful in commercializing our product candidates.

We do not have a sales or marketing infuatire and have no experience in the sale, magkeii distribution of therapeutic products. To
achieve commercial success for any approved prodigcinust either develop a sales and marketingn@gton or outsource these function
third parties. Our current plan for our oncologgqucts, other than MM-121, for which we receive keting approval is to market and sell
these products ourselves in the United States anopg and to establish distribution or other mankparrangements with third parties for tr
products in the rest of the world. We plan to corpote MM-121 in the United States with Sanofi, whatherwise holds worldwide
commercialization rights to this product candidate.

There are risks involved with both estdiitig our own sales and marketing capabilities andrang into arrangements with third partie
perform these services. For example, recruitingteaiding a sales force is expensive and time-caonsg and could delay any product launch.
If the commercial launch of a product candidatevibich we recruit a sales force and establish ntergeapabilities is delayed or does not
occur for any reason, we would have prematurelynmrecessarily incurred these commercialization esge This may be costly, and our
investment would be lost if we cannot retain orosfion our sales and marketing personnel.
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Establishing effective sales, marketing distribution capabilities and infrastructure inrBpe may be particularly difficult for us. We
have no prior experience in these areas. In additicere are complex regulatory, tax, labor an@wobgal requirements imposed by both the
European Union and many of the individual countieBurope with which we will need to comply. MablyS.-based biopharmaceutical
companies have found the process of marketing dvairproducts in Europe to be very challenging.

We also may not be successful enteringantangements with third parties to sell and maoketproduct candidates or doing so on terms
that are favorable to us. We likely will have Btitontrol over such third parties, and any of timeay fail to devote the necessary resources and
attention to sell and market our products effetyivi we do not establish sales and marketing bdjies successfully, either on our own or in
collaboration with third parties, we will not becsessful in commercializing our product candidates.

We face substantial competition, which may result in others discovering, developing or commercializing products before or more successfully
than we do.

The development and commercialization of tieerapeutic and diagnostic products is highly petitive. We face competition with
respect to our current product candidates, andfag# competition with respect to any products tiaimay seek to develop or commercialize
in the future, from major pharmaceutical compansggcialty pharmaceutical companies and bioteclgyocdompanies worldwide. Several
large pharmaceutical and biotechnology companiegotly market and sell products for the treatn@rihe solid tumor indications for which
we are developing our product candidates. Potettialpetitors also include academic institutionsjeggoment agencies and other public and
private research organizations that conduct rebeaeek patent protection and establish collabaratirangements for research, development,
manufacturing and commercialization. Many of thesmpetitors are attempting to develop therapeticeur target indications.

We are developing our product candidateshie treatment of solid tumors. There are a wanétvailable therapies marketed for solid
tumors. In many cases, these drugs are adminisite@mbination to enhance efficacy. Some of thesigs are branded and subject to patent
protection, and others are available on a genascshincluding the active ingredients in MM-39& aiM-302. Many of these approved drugs
are well established therapies and are widely deddpy physicians, patients and third party paydhis may make it difficult for us to achieve
our business strategy of replacing existing thespiith our product candidates.

There are also a number of products indtage clinical development to treat solid tum@msr competitors may develop products that are
more effective, safer, more convenient or lesslgdsan any that we are developing or that woulter our product candidates obsolete or
non-competitive. Our competitors may also obtairARD other regulatory approval for their productsrenrapidly than we may obtain
approval for ours.

Many of our competitors have significarghgater financial resources and expertise in reBeard development, manufacturing,
preclinical testing, conducting clinical trials,taming regulatory approvals and marketing apprgwediucts than we do. Mergers and
acquisitions in the pharmaceutical, biotechnologg diagnostic industries may result in even moseueces being concentrated among a
smaller number of our competitors. Smaller or eathge companies may also prove to be significamipetitors, particularly through
collaborative arrangements with large and estadtistompanies. These third parties compete with usdruiting and retaining qualified
scientific and management personnel, establisHingal trial sites and patient registration fom@tal trials, as well as in acquiring
technologies complementary to, or necessary farpomgrams.
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If we are able to commercialize any product candidates, the products may become subject to unfavorable pricing regulations, third party
reimbursement practices or healthcare reform initiatives, thereby harming our business.

The regulations that govern marketing apalsy pricing and reimbursement for new therapearid diagnostic products vary widely from
country to country. Some countries require appro¥ahe sale price of a product before it can beketed. In many countries, the pricing
review period begins after marketing or produatising approval is granted. In some foreign mayketscription pharmaceutical pricing
remains subject to continuing governmental corgxan after initial approval is granted. As a resut might obtain regulatory approval for a
product in a particular country, but then be subje@rice regulations that delay our commerciahleh of the product and negatively impact
the revenues we are able to generate from theos#ie product in that country. Adverse pricingitimions may hinder our ability to recoup
investment in one or more product candidates, é@@ur product candidates obtain regulatory appkova

Our ability to commercialize any produatecessfully also will depend in part on the extenthich reimbursement for these products
related treatments will be available from governtrrezalth administration authorities, private heaitfurers and other organizations.
Government authorities and third party payors, sagprivate health insurers and health maintenargamizations, decide which medications
they will pay for and establish reimbursement lsvél primary trend in the U.S. healthcare indusing elsewhere is cost containment.
Government authorities and these third party palave attempted to control costs by limiting cogerand the amount of reimbursement for
particular medications. Increasingly, third paryprs are requiring that companies provide therh piedetermined discounts from list prices
and are challenging the prices charged for megiaaducts. We cannot be sure that reimbursemenbweifivailable for any product that we
commercialize and, if reimbursement is availableatithe level of reimbursement will be. Reimbursetmeay impact the demand for, or the
price of, any product for which we obtain marketagproval. Obtaining reimbursement for our prodmeésy be particularly difficult because
the higher prices often associated with productsinidtered under the supervision of a physiciamneilihbursement is not available or is
available only to limited levels, we may not beeatd successfully commercialize any product cartditfeat we successfully develop.

There may be significant delays in obtagnieimbursement for approved products, and coveregebe more limited than the purpose:
which the product is approved by the FDA or requiigtauthorities in other countries. Moreover, diliiy for reimbursement does not imply
that any product will be paid for in all cases paaate that covers our costs, including reseatebelopment, manufacture, sale and
distribution. Interim payments for new productsajiplicable, may also not be sufficient to cover aasts and may not be made permanent.
Payment rates may vary according to the use gbtbeéuct and the clinical setting in which it is dsenay be based on payments allowed for
lower cost products that are already reimbursed raay be incorporated into existing payments foepservices. Net prices for products may
be reduced by mandatory discounts or rebates emjbiy government healthcare programs or privatensagnd by any future relaxation of
laws that presently restrict imports of productsrircountries where they may be sold at lower pitieas in the United States. Third party
payors often rely upon Medicare coverage policy payment limitations in setting their own reimbursnt policies. Our inability to promptly
obtain coverage and profitable payment rates froth government funded and private payors for nevdpets that we develop could have a
material adverse effect on our operating results ability to raise capital needed to commerciafireducts and our overall financial condition.
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Product liability lawsuits against us could cause us to incur substantial liabilities and to limit commercialization of any products that we may
develop.

We face an inherent risk of product liaigxposure related to the testing of our prodactdidates in human clinical trials and will face
an even greater risk if we commercially sell angdurcts that we may develop. If we cannot succdgdefend ourselves against claims that
our product candidates or products caused injuiesyill incur substantial liabilities. Regardlesfsmerit or eventual outcome, liability claims
may result in:

. decreased demand for any product candidates ougi®that we may develo
. injury to our reputation and significant negativedia attention;

. withdrawal of patients from clinical trials;

. significant costs to defend the related litigati

. substantial monetary awards to patie

. loss of revenue; and

. the inability to commercialize any products thatmway develop.

We currently hold $5.0 million in produ@lbility insurance coverage, which may not be adgegjto cover all liabilities that we may incur.
Insurance coverage is increasingly expensive. Wenmnabe able to maintain insurance coverage aaganable cost or in an amount adequate
to satisfy any liability that may arise.

We may expend our limited resourcesto pursue a particular product candidate or indication and fail to capitalize on product candidates or
indications that may be more profitable or for which thereisa greater likelihood of success.

Because we have limited financial and managresources, we focus on research programgautlict candidates for specific
indications. As a result, we may forego or delagspit of opportunities with other product candidate other indications that later prove to
have greater commercial potential. Our resoura@zation decisions may cause us to fail to capiadiz viable commercial products or
profitable market opportunities. Our spending orrent and future research and development progeantigproduct candidates for specific
indications may not yield any commercially viablegucts.

We have based our research and developeffents on our Network Biology approach. Notwithaleng our large investment to date and
anticipated future expenditures in Network Biologyg have not yet developed, and may never sucdlgssévelop, any marketed products
using this approach. As a result of pursuing oumidek Biology approach, we may fail to address evelop product candidates or indications
based on other scientific approaches that may gffeater commercial potential or for which thera greater likelihood of success.

We also may not be successful in our efftotidentify or discover additional product carad&s through our Network Biology approach.
Research programs to identify new product candidiagquire substantial technical, financial and humesources. These research programs
may initially show promise in identifying potentigtoduct candidates, yet fail to yield product ddatks for clinical development.

If we do not accurately evaluate the conuia¢potential or target market for a particulanguct candidate, we may relinquish valuable
rights to that product candidate through collaliorgtlicensing or other royalty arrangements inesas which it would have been advantag:
for us to retain sole development and commerciagdinaights.

72




Table of Contents

We plan to establish separately funded companies for the development of product candidates using our Network Biology approach in some
areas outside the oncology field. These companies may not be successful in the development and commer cialization of any product
candidates.

We plan to apply our Network Biology apprhdo multiple additional disease areas outsidetto®logy field. We expect to do so in sc
cases through the establishment of separately lodmpanies. For example, we have established payrcalled Silver Creek
Pharmaceuticals, Inc., or Silver Creek, to develaqmuct candidates in the field of regenerative igied using Network Biology. Silver Creek
has received separate funding from investors dttear us. Although Silver Creek is currently majpoivned by us, in the future we may no
the majority owner of or control Silver Creek ohet companies that we establish. If in the futueede not control Silver Creek or any future
similar company that we establish, Silver Creekuarh other companies could take actions that weotlendorse or with which we disagree,
such as using Network Biology in a way that refemtiversely on us. In addition, these companiestmayg difficulty raising additional funds
and could encounter any of the risks in develoind commercializing product candidates to whichaweesubject.

If wefail to comply with environmental, health and safety laws and regulations, we could become subject to fines or penalties or incur costs
that could have a material adverse effect on the success of our business.

We are subject to numerous environmenta|th and safety laws and regulations, includirggéhgoverning laboratory procedures anc
handling, use, storage, treatment and disposazdrdous materials and wastes. Our operationsvietbe use of hazardous and flammable
materials, including chemicals and radioactive hindbgical materials. Our operations also produgeaindous waste products. We generally
contract with third parties for the disposal ofdaenaterials and wastes. We also store certaitelos radioactive waste at our facilities until
the materials can be properly disposed of. We daglirainate the risk of contamination or injury finathese materials. In the event of
contamination or injury resulting from our use aeizhrdous materials, we could be held liable forrasylting damages, and any liability could
exceed our resources. We also could incur sigmificasts associated with civil or criminal finesigenalties.

Although we maintain workers' compensatiwurance to cover us for costs and expenses weamoagdue to injuries to our employees
resulting from the use of hazardous materials,itfigrance may not provide adequate coverage agaitential liabilities. We do not maintain
insurance for environmental liability or toxic tataims that may be asserted against us in commewatith our storage or disposal of biological,
hazardous or radioactive materials.

In addition, we may be required to incupstantial costs to comply with current or futureiemnmental, health and safety laws and
regulations. These current or future laws and @nis may impair our research, development orymtion efforts. Failure to comply with
these laws and regulations also may result in anliat fines, penalties or other sanctions.

Risks related to our dependence on third parties

The successful development and commercialization of MM-121 depends substantially on our collaboration with Sanofi. If Sanofi is unable to
further develop or commercialize MM-121, or experiences significant delays in doing so, our business will be materially harmed.

MM-121 is one of our most clinically advadcproduct candidates. In 2009, we entered inwlatoration and license agreement with
Sanofi for the development and commercializatioMdd-121. Prior to this collaboration, we did noteaa history of working together with
Sanofi. The collaboration involves a complex altamaof rights, provides for milestone paymentsisobased on the achievement of specified
development, regulatory and commercial sale mitest@and provides us
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with royalty-based revenue if MM-121 is successfatbmmercialized. We cannot predict the succesBe€ollaboration.

Under our collaboration agreement, Sanadi significant control over the conduct and timafiglevelopment and commercialization
efforts with respect to MM-121. Although we and 8fitnave approved a global development plan, Samaff change its development plans
for MM-121. We have little control over the amowamtd timing of resources that Sanofi devotes taltheelopment or commercialization of
MM-121. If Sanofi fails to devote sufficient finailat and other resources to the development or cagialization of MM-121, the developme
and commercialization of MM-121 would be delayedould fail. This would result in a delay in ouceiving milestone payments or royalties
with respect to MM-121 or in our not receiving sunhestone payments or royalties at all.

If we do not satisfy various conditions under our collaboration and license agreement with Sanofi, we will not realize all of the anticipated
benefits under the agreement and our business would be materially harmed.

Our collaboration and license agreemerth @anofi contains a number of conditions that wetrsatisfy in order to receive milestone
payments and royalties. For example, Sanofi hasealgto pay us royalties on sales of products coingiMM-121 if issued patents cover the
manufacture, use or sale of such products. Howé&weg do not file the original patent applicatifrom which an issued patent claims priority
by the later of December 31, 2014 or the receipegtilatory approval for MM-121 in the United State the European Union, the royalties, if
any, that we will receive with respect to saleprfducts covered by such issued patent will beifseggmtly less than the royalties we would
expect to receive had we met such filing deadlinwe do not meet this deadline or achieve anyhefdther milestones or deadlines contained
in the agreement, we will not receive all of thgpants or revenues that we might otherwise reaaieker the agreement had we met such
deadlines or achieved such milestones.

If we lose Sanofi as a collaborator in the development or commercialization of MM-121, it would materially harm our business.

Sanofi has the right to terminate our agret for the development and commercialization &4¥21, in whole or with respect to
specified territories, at any time and for any ceasipon 180 days' prior written notice. Sanofodias the right to terminate our agreement if
we fail to cure a material breach of our agreemtitin a specified cure period, or fail to diliggnpursue a cure if such a breach is not curable
within such period.

If Sanofi terminates our agreement at @mg t whether on the basis of our uncured matereddh or for any other reason, it would delay
or prevent our development of MM-121 and materialym our business and could accelerate our neextlébtional capital. In particular, we
would have to fund the clinical development and owrtialization of MM-121 on our own, seek anothaltaborator or licensee for such
clinical development and commercialization or almanthe development and commercialization of MM-121.

The successful development and commercialization of MM-398 currently depend on our collaboration with PharmaEngine. I f
PharmaEngine does not provide clinical trial data to us, our business may be materially harmed.

We have a collaboration with PharmaEngaretie development of MM-398. Under this collabmat PharmaEngine has rights to
commercialize MM-398 in Taiwan, while we hold commaialization rights in all other countries, incladithe United States. PharmaEngine
also has the opportunity to participate in the tgwaent of MM-398, for which we are reimbursingithepsts. We cannot predict the success
of the collaboration. The collaboration involvesadiocation of rights, provides for milestone payrseby us to PharmaEngine based on the
achievement of specified
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milestones and provides for us to pay PharmaEnmgiyelties on sales of MM-398 in Europe and spedifisian countries if MM-398 is
successfully commercialized in Europe and suchipddsian countries.

We rely on PharmaEngine to provide dataiafatmation to us from trials they have conducéed are currently conducting. This
information is necessary for our development of BB in the United States. If PharmaEngine doeprmtide this information to us, our
development of MM-398 could be significantly deldyend our costs could increase significantly.

We may depend on collaborations with third parties for the development and commercialization of our product candidates. | f those
collaborations are not successful, we may not be able to capitalize on the market potential of these product candidates.

Our business plan is to enter into distidouand other marketing arrangements for our agpproducts in areas of the world outside of
the United States and Europe. In addition, dependimour capital requirements, development and ceroialization costs, need for additional
therapeutic expertise and other factors, it is iptesshat we will enter into broader developmentl @ommercialization arrangements with
respect to either oncology product candidates ditiath to MM-121 or product candidates in otherrdpeutic areas in the United States or
Europe or other territories. In particular, while expect to apply our Network Biology approachdme other disease areas through
arrangements similar to Silver Creek, it is alsegilole that we will seek to enter into licensingeggnents or other types of collaborations for
the application of our Network Biology approach.

Our likely collaborators for any distribori, marketing, licensing or broader collaboratiomagements include large and mid-size
pharmaceutical companies, regional and nationainpaeeutical companies and biotechnology compalieswill have limited control over tt
amount and timing of resources that our collabosadiedicate to the development or commercializadfoour product candidates. Our ability
generate revenues from these arrangements wilhdeme our collaborators' abilities to successfplyform the functions assigned to them in
these arrangements.

Collaborations involving our product caraties, including our collaboration with Sanofi, pése following risks to us:

. collaborators have significant discretion in detieing the efforts and resources that they will ggplthese collaborations;

. collaborators may not pursue development and coriatation of our product candidates or may efeattto continue or rene
development or commercialization programs basedinital trial results, changes in their stratefgicus or available funding,
external factors such as an acquisition that diversources or creates competing priorities;

. collaborators may delay clinical trials, providsurfficient funding for a clinical trial program,ogt a clinical trial or abandon a
product candidate, repeat or conduct new clinigallst or require a new formulation of a productdidate for clinical testing;

. collaborators could independently develop, or dgvelith third parties, products that compete dlyect indirectly with our

products or product candidates if the collaborabaigeve that competitive products are more likelpe successfully developed
or can be commercialized under terms that are mowaomically attractive;
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. a collaborator with marketing and distribution tigto one or more products may not commit sufficiesources to their
marketing and distribution;

. collaborators may not properly maintain or defendiatellectual property rights or may use our piegary information in such
a way as to invite litigation that could jeopardaenvalidate our proprietary information or expass to potential litigation;

. disputes may arise between us and the collaborttarsesult in the delay or termination of theegagh, development
commercialization of our product candidates or tikatlt in costly litigation or arbitration thatveirts management attention and
resources; and

. collaborations may be terminated and, if terminatedy result in a need for additional capital tosoe further development
commercialization of the applicable product cantida

Collaboration agreements may not lead teld@ment or commercialization of product candidatethe most efficient manner or at all.
addition, there have been a significant numbeeoént business combinations among large pharmaakatimpanies that have resulted in a
reduced number of potential future collaboratdra. present or future collaborator of ours werbadnvolved in a business combination, the
continued pursuit and emphasis on our product dpweént or commercialization program could be dedagéminished or terminated.

If we are not able to establish additional collaborations, we may have to alter our development plans.

Our product development programs and therpi@l commercialization of our product candidatéls require substantial additional cast
fund expenses. For some of our product candidatesnay decide to collaborate with pharmaceuticdllzintechnology companies for the
development and potential commercialization of ghpsoduct candidates.

We face significant competition in seekapmpropriate collaborators. Collaborations are cempind time-consuming to negotiate and
document. We may also be restricted under existitigboration agreements from entering into agregsen certain terms with other
potential collaborators. We may not be able to tiagwcollaborations on acceptable terms, or atfahat were to occur, we may have to
curtail the development of a particular productdidate, reduce or delay its development prograwneror more of our other development
programs, delay its potential commercializatiomegtuce the scope of our sales or marketing a&syitr increase our expenditures and
undertake development or commercialization acésititt our own expense. If we elect to increasexpenditures to fund development or
commercialization activities on our own, we may chéz obtain additional capital, which may not baitable to us on acceptable terms or at
all. If we do not have sufficient funds, we willtioe able to bring our product candidates to maaketgenerate product revenue.

Werely on third partiesto conduct our clinical trials, and those third parties may not perform satisfactorily, including failing to meet
deadlines for the completion of such trials.

We do not independently conduct clinicels of our product candidates. We rely on thirdipa, such as contract research organizations,
clinical data management organizations, medicditin®ns and clinical investigators, to perfornistfunction. Our reliance on these third
parties for clinical development activities reduoes control over these activities but does naeve us of our responsibilities. We remain
responsible for ensuring that each of our clintdals is conducted in accordance with the genesadstigational plan and protocols for the ti
Moreover, the FDA requires us to comply with stadacommonly referred to as good clinical pra&jder conducting, recording and
reporting the results of clinical trials to asstirat data and reported results are credible angraiecand that the rights, integrity and
confidentiality of patients in clinical trials apgotected. Furthermore, these third parties may ladse relationships with other entities, some of
which may be
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our competitors. If these third parties do not sgséully carry out their contractual duties, megtexted deadlines or conduct our clinical trials
in accordance with regulatory requirements or ¢atiesl protocols, we will not be able to obtainay be delayed in obtaining, regulatory
approvals for our product candidates and will rotible to, or may be delayed in our efforts toceasfully commercialize our product
candidates.

We also rely on other third parties to stand distribute supplies for our clinical trigdgy performance failure on the part of our existing
or future distributors could delay clinical devehognt or regulatory approval of our product candidair commercialization of our products,
producing additional losses and depriving us oéptial product revenue.

Risks related to the manufacturing of our product @andidates

We have limited experience in manufacturing our product candidates. We will need to upgrade and expand our manufacturing facility and
augment our manufacturing personnel and processesin order to meet our business plans. If we fail to do so, we may not have sufficient drug
product to meet our clinical development and commercial requirements.

We have a manufacturing facility locate@at corporate headquarters in Cambridge, MassatiSusVe manufacture drug substance at
this facility that we use for research and develeptpurposes and for clinical trials of our prodcehdidates. We do not have experience in
manufacturing products at commercial scale. Ourettirfacility may not be sufficient to permit maaafuring of our antibody product
candidates for Phase 3 clinical trials or commésate. In order to meet our business plan, whartemplates our internally manufacturing
drug substance for most of our clinical trials aoeker the long-term, for a significant portion afracommercial requirements, we will need to
upgrade and expand our manufacturing facilitied, mdnufacturing personnel and ensure that valiqatecksses are consistently implemented
in our facilities. The upgrade and expansion offaeilities will require additional regulatory agwmals. In addition, it will be costly and time-
consuming to expand our facilities and recruit ssaey additional personnel. If we are unable taagpur manufacturing facilities in
compliance with regulatory requirements or to laidelitional necessary manufacturing personnel, weenaounter delays or additional costs
in achieving our research, development and commiéation objectives, including in obtaining regiley approvals of our product candidat
which could materially damage our business anchfiiad position.

If our sole clinical manufacturing facility is damaged or destroyed or production at thisfacility is otherwise interrupted, our business and
prospects would be negatively affected.

If the manufacturing facility at our corpte headquarters or the equipment in it is damageéstroyed, we may not be able to quickly or
inexpensively replace our manufacturing capacitgeptace it at all. In the event of a temporarpatracted loss of this facility or equipment,
we might not be able to transfer manufacturing toira party. Even if we could transfer manufaatgrio a third party, the shift would likely
expensive and time-consuming, particularly sineertbw facility would need to comply with the ne@gsegulatory requirements and we
would need FDA approval before selling any produesufactured at that facility. Such an event caldthy our clinical trials or, if our
product candidates are approved by the FDA, reduc@roduct sales.

Currently, we maintain insurance coveraggrsst damage to our property and equipment aeduer business interruption and research
and development restoration expenses. If we hagerestimated our insurance needs with respect iat@muption in our clinical
manufacturing of our product candidates, we maybeatble to cover our losses.

Any other interruption of production at cuanufacturing facility also could damage our bas& For example, in 2009, we experienced a
viral contamination at this facility that requirétht we shut the facility entirely for decontamioat Because of this contamination, the FDA
placed a partial
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clinical hold on our MM-121 IND until we submittesipporting documentation to the FDA regarding aaahtamination procedures.
Although we were able to resolve this issue, witl EDA lifting the partial clinical hold in April@L0, other companies have experienced
similar contamination problems, and we could ex@®ré a similar problem in the future that is maffcdilt to resolve and could lead to a
clinical hold.

We expect to continue to contract with third partiesfor at least some aspects of the production of our product candidates for clinical trials
and for our productsif they are approved for marketing. Thisincreases the risk that we will not have sufficient quantities of our product
candidates or products or such quantities at an acceptable cost, which could delay, prevent or impair our development or commercialization
efforts.

We currently rely on third party manufaets for some aspects of the production of our prbdandidates for preclinical testing and
clinical trials, including fill-finish and labelingctivities. In addition, while we believe that @xisting manufacturing facilities, or additional
facilities that we will be able to build, will beiicient to meet our requirements for manufactgransignificant portion of drug substance for
our research and development activities, we mag teeely on third party manufacturers for somehefse requirements, particularly later
stage clinical trials of our antibody product catades, and, at least in the near term, for commesapply of any product candidates for which
we obtain marketing approval.

We do not have any agreements with thirtypaanufacturers for the clinical or commercigbgly of any of our product candidates, and
we may be unable to conclude such agreementsdur $o on acceptable terms. Reliance on third pasyufacturers entails additional risks,
including:

reliance on the third party for regulatory compéiarand quality assuranc
. the possible breach of the manufacturing agreemettie third party; and

. the possible termination or nonrenewal of the apexg by the third party at a time that is costlyrmonvenient for us.

Third party manufacturers may not be ableamply with cGMP or Quality System Regulation@8R, or similar regulatory requireme
outside the United States. Our failure, or theufailof our third party manufacturers, to complyhaapplicable regulations could result in
sanctions being imposed on us, including finesiriafions, civil penalties, delays, suspension dhdvawal of approvals, license revocation,
seizures or recalls of products, operating resristand criminal prosecutions, any of which caifghificantly and adversely affect supplies of
our products.

Any products that we may develop may compéth other product candidates and products foese€to manufacturing facilities. There
are a limited number of manufacturers that oparatier cGMP or QSR regulations and that might balskepof manufacturing for us.

We currently rely on single suppliers foe tresins, media and filters that we use for ounufecturing process. We purchase these
materials from our suppliers on a purchase ordsiskand do not have lortgrm supply agreements in place. Any performaniteréaor refusa
to supply on the part of our existing or future jgligrs could delay clinical development, marketagproval or commercialization of our
products. If our current suppliers cannot perfosragreed, we may be required to replace one or afdhese suppliers. Although we believe
that there are a number of potential long-termaeginents to each supplier, we may incur added aostslelays in identifying and qualifying
any such replacements.

We likely will rely upon third party manudurers to provide us with necessary reagentsmstiliments to develop, test and manufacture
ourin vitro companion diagnostics. Currently, many reagentsren&keted as Research Use Only, or RUO, productsrdfDA regulations. In
June 2011, the FDA issued a draft guidance thdihedtthe FDA's intention to impose additional resions on
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the provision of RUO products. If this guidancéimalized, we may experience difficulty securing tteagents that we need.

Our potential future dependence upon otferthe manufacture of our product candidates adersely affect our future profit margins
and our ability to commercialize any products tiegive regulatory approval on a timely and contipetbasis.

One of our fill-finish contractors received a warning letter from the FDA, which impacted our clinical trials of MM-121 and MM-111.

Recently, a third party contractor thatlveere used to fill and package both MM-121 and NMIM: experienced FDA inspection issues
its quality control processes that resulted inrened warning letter from the FDA. Following a rewidy Sanofi and us, some MM-121 was
pulled from clinical trial sites and replaced whtM-121 that was filled by a different contractohi$ restocking is complete and resulted in a
few patients missing one or two doses of MM-12Ihdichas since requested that we assume finaresabinsibility for the MM-121 material
that was pulled from clinical trial sites. We halisputed Sanofi's request and are currently folawthe dispute resolution provisions of our
collaboration and license agreement. If the exeeuificers appointed by Sanofi and us are unabtegolve the request, then Sanofi may
request that we submit the matter to binding aabdn. In the event that binding arbitration isgued, and we are found financially responsible
for the MM-121 material that was pulled from cliaidrial sites, we may be required to reimbursecBakVe estimate that the potential
payment range for this reimbursement may be bet#8eand $4.8 million.

The MM-111 that is currently being useainr clinical trials was also filled and packagedthig same contractor. The FDA recently
inquired about the effect of this contractor's gyassues on MM-111 clinical trial materials. Falling our response to the FDA's inquiry, the
FDA requested in January 2012 that we obtain naweats from any patients enrolled in our ongoinggetlL clinical trials of MM-111 in
connection with continued use in these trials of MM material filled and packaged by this contradioaddition, the FDA placed a partial
clinical hold on these ongoing clinical trials, whirestricted our ability to enroll new patientdtiese trials, until MM-111 material filled and
packaged by a new third party contractor that wgaged was available. This restocking is completerasulted in a short delay in the dosing
of a few patients without any patients missing aedo

Although we believe that we have addrestedoncerns of the FDA with respect to the clihidal material filled and packaged by our
former third party contractor, it is possible tkia¢ FDA could make additional inquiries that cofudher impact our clinical trials of MM-121
or MM-111.

Risks related to our intellectual property

If we fail to comply with our obligationsin our intellectual property licenses with third parties, we could lose license rights that are important
to our business.

We are a party to a number of intellecpralperty license agreements with third partieduisiog with respect to MM-398, MM-121 and
MM-111, and expect to enter into additional liceageeements in the future. Our existing licenseagents impose, and we expect that our
future license agreements will impose, variougyditice, milestone payment, royalty, insurance ahdraibligations on us. If we fail to comply
with these obligations, our licensors may haveritjiet to terminate these agreements, in which ewenitnight not be able to develop and
market any product that is covered by these agreem&ermination of these licenses or reductioalionination of our licensed rights may
result in our having to negotiate new or reinstdiehses with less favorable terms. The occurr@ficeich events could materially harm our
business.
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If we are unable to obtain and maintain patent protection for our technology and products, or if our licensors are unable to obtain and
maintain patent protection for the technology or products that we license from them, our competitors could develop and commercialize
technology and products similar or identical to ours, and our ability to successfully commercialize our technology and products may be
adversely affected.

Our success depends in large part on alinpanlicensors' ability to obtain and maintaingudtprotection in the United States and other
countries with respect to our proprietary technglagd products. In some circumstances, we may ag# the right to control the preparation,
filing and prosecution of patent applications, @ntaintain the patents, covering technology or patglthat we license from third parties.
Therefore, we cannot be certain that these patentapplications will be prosecuted and enforceal imanner consistent with the best interests
of our business. In addition, if third parties wiltense patents to us fail to maintain such pajemtbose rights to those patents, the rights we
have licensed may be reduced or eliminated.

We have sought to protect our proprietargifion by filing patent applications in the Unit8thtes and abroad related to our novel
technologies and products that are important tdbasiness. This process is expensive and time-ouingy and we may not be able to file and
prosecute all necessary or desirable patent afiplicaat a reasonable cost or in a timely mannés.dlso possible that we will fail to identify
patentable aspects of our research and developugnit before it is too late to obtain patent pctte. Under our collaboration agreement
with Sanofi, we are obligated, at our expense smaommercially reasonable efforts to file and pcoge patent applications, and maintain
patents, covering MM-121 in specified jurisdictipasd these patent rights are licensed to Sanofi.

The patent position of biotechnology andnpiiaceutical companies generally is highly unceyriavolves complex legal and factual
guestions and has in recent years been the subjeaich litigation. As a result, the issuance, s;olidity, enforceability and commercial
value of our and our licensors' patent rights agéliz uncertain. Our and our licensors' pending faidre patent applications may not result in
patents being issued which protect our technolagya@ducts or which effectively prevent others froommercializing competitive
technologies and products. Changes in either ttenpkaws or interpretation of the patent lawshia United States and other countries may
diminish the value of our patents or narrow thepgcof our patent protection. The laws of foreignrnies may not protect our rights to the
same extent as the laws of the United States. ¢aloins of discoveries in the scientific literatofeen lag behind the actual discoveries, and
patent applications in the United States and gtlregdictions are typically not published until &&nths after filing, or in some cases not at all.
Therefore, we cannot be certain that we or ounBoes were the first to make the inventions claimmeaur owned and licensed patents or
pending patent applications, or that we or oumigzes were the first to file for patent protectadrsuch inventions. Assuming the other
requirements for patentability are met, curreritithe United States, the first to make the clainm¥@ntion is entitled to the patent, while
outside the United States, the first to file a papplication is entitled to the patent. In 20a8der the recently enacted America Invents Act,
the United States will be moving to a first to filgstem. We may become involved in opposition terference proceedings challenging our
patent rights or the patent rights of others. Avessle determination in any such proceeding coudae the scope of, or invalidate, our patent
rights, allow third parties to commercialize oucttaology or products and compete directly withwighout payment to us, or result in our
inability to manufacture or commercialize produsithout infringing third party patent rights.

Even if our owned and licensed patent apfibns issue as patents, they may not issuedmathat will provide us with any meaningful
protection, prevent competitors from competing wighor otherwise provide us with any competitiveaadage. Our competitors may be abl
circumvent our owned or licensed patents by dewetppimilar or alternative technologies or produaota noninfringing manner. The issuan
of a patent is not conclusive as to its scopegitglor enforceability, and our owned and licenpatents may be challenged in the courts or
patent offices in
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the United States and abroad. Such challenges @sait in patent claims being narrowed, invalidaietield unenforceable, which could limit
our ability to stop or prevent us from stoppingesthfrom using or commercializing similar or ideafitechnology and products, or limit the
duration of the patent protection of our technolagyg products. Given the amount of time requiredtfe development, testing and regulatory
review of new product candidates, patents protgairch candidates might expire before or shortgrafuch candidates are commercialized.
As a result, our owned and licensed patent podtfolay not provide us with sufficient rights to exd$ others from commercializing products
similar or identical to ours.

We may become involved in lawsuits to protect or enforce our patents, which could be expensive, time-consuming and unsuccessful.

Competitors may infringe our patents. Targer infringement or unauthorized use, we mayeggiired to file infringement claims, which
can be expensive and time-consuming. In additimaniinfringement proceeding, a court may decide dlpatent of ours is invalid or
unenforceable, or may refuse to stop the othey iaoin using the technology at issue on the grouhdsour patents do not cover the
technology in question. An adverse result in atigdtion proceeding could put one or more of ouepts at risk of being invalidated or
interpreted narrowly. Furthermore, because of thestantial amount of discovery required in conmectvith intellectual property litigation,
there is a risk that some of our confidential infation could be compromised by disclosure during tifpe of litigation.

Third parties may initiate legal proceedings alleging that we are infringing their intellectual property rights, the outcome of which would be
uncertain and could have a material adverse effect on the success of our business.

Our commercial success depends upon olityadoid the ability of our collaborators to develonanufacture, market and sell our product
candidates and use our proprietary technologidsowitinfringing the proprietary rights of third pias. We may become party to, or threatened
with, future adversarial proceedings or litigatimgarding intellectual property rights with respicour products and technology, including
interference proceedings before the U.S. PatenTaademark Office. Third parties may assert infemgnt claims against us based on existing
patents or patents that may be granted in thedutiwe are found to infringe a third party's ilgetual property rights, we could be required to
obtain a license from such third party to contideeeloping and marketing our products and techryolBigwever, we may not be able to
obtain any required license on commercially reabtnterms or at all. Even if we were able to oblitense, it could be non-exclusive,
thereby giving our competitors access to the sauenblogies licensed to us. We could be forcedydticg by court order, to cease
commercializing the infringing technology or protlda addition, we could be found liable for morrgtdamages. A finding of infringement
could prevent us from commercializing our produamdidates or force us to cease some of our busipesations, which could materially
harm our business. Claims that we have misappteprihe confidential information or trade secrdtthod parties can have a similar negative
impact on our business.

For example, we are aware of issued U.ngsheld by Genentech, Inc., or Genentech, byaamlering methods of producing certain
types of recombinant antibodies and related contipasifor antibody production that may be relevandur development and
commercialization of MM-121, MM-302 and MM-151. Tdeepatents expire in 2018. Genentech has asseftedjéement claims against
several pharmaceutical and biotechnology compdrdsed on these patents. If these patents wererdeset to be valid and cover our product
candidates, we would need to obtain a licensed@étented technology, which may cause us to im®nmsing related costs. However, a lice
to these patents may not be available on commbBrecedsonable terms, or at all. Our failure to abta
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license to these patents could delay or preventieuelopment and commercialization of our prodactdidates in the United States.
We may be subject to claims that our employees have wrongfully used or disclosed alleged trade secrets of their former employers.

Many of our employees were previously emptbat universities or other biotechnology or preeeutical companies, including our
competitors or potential competitors. Although wetb ensure that our employees do not use therigtapy information or know-how of
others in their work for us, we may be subjectl&inss that we or these employees have used ondisdlintellectual property, including trade
secrets or other proprietary information, of angrsemployee's former employer. Litigation may beassary to defend against these claims. If
we fail in defending any such claims, in additiorplying monetary damages, we may lose valuaté#iéntual property rights or personnel.
Even if we are successful in defending against slaims, litigation could result in substantial tsoand be a distraction to management.

We are currently engaged in three ongoing opposition proceedings to European patentsin the European Patent Office. If we are not
successful in these proceedings, we may not be able to commercialize some of our product candidates without infringing patents held by third
parties.

We are currently engaged in three ongojpgition proceedings to European patents in thefgaan Patent Office to narrow or
invalidate the claims of patents owned by thirdipar For more information, see Item 3. Legal Pedliegs in this Annual Report on Form 10-
K. We have obtained favorable interim decisionalirthree oppositions. Two of these decisions awe ander appeal, and the third may be
appealed. The ultimate outcome of all three opfmstremains uncertain. If we are not ultimatelgcassful in these proceedings, and the
issued claims of the patents we are opposing wetermined to be valid and construed to cover MM-62MM-111, we may not be able to
commercialize MM-121 or MM-111 in some or all Euegm countries without infringing such patents. ¢ wfringe a valid claim of these
patents, we would need to obtain a license to #tenped technology, which may cause us to inceniing-related costs. For example, under
our collaboration agreement with Sanofi, we aregaibéd to pay all licensing costs for specifieddiparty patent rights that we or Sanofi may
in the future license for the development and consrakzation of MM-121, including the patent rightsat are the subject of two of these
opposition proceedings. However, a license to #terngs that are the subject of these oppositioogadings may not be available on
commercially reasonable terms or at all. As a tesud could be liable for monetary damages or wg beaforced to delay, suspend, forego or
cease commercializing these product candidatesnme r all countries in Europe if we were foundntoinge a valid claim of these patents. In
addition, even if we are ultimately successfuliage European opposition proceedings, such regaltkl be limited to our activities in Euroj

We are also aware of issued or pending teoparts to some of these European patents in tiited)States that may be relevant to our
development and commercialization of MM-121. Ifsa@atents were determined to be valid and corstoueover MM-121, our development
and commercialization of MM-121 in the United Stateuld be delayed or prevented.

I ntellectual property litigation could cause us to spend substantial resources and distract our personnel from their normal responsibilities.

Even if resolved in our favor, litigation other legal proceedings relating to intellectuaperty claims may cause us to incur significant
expenses, and could distract our technical and geamant personnel from their normal responsibilitiesaddition, there could be public
announcements of the results of hearings, motiosher interim proceedings or developments arsédlurities analysts or investors perceive
these results to be negative, it could have a anbat adverse effect on the price of
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our common stock. Such litigation or proceedingsid@ubstantially increase our operating lossesraddce our resources available for
development activities. We may not have sufficiémancial or other resources to adequately congluch litigation or proceedings. Some of
our competitors may be able to sustain the cosssict litigation or proceedings more effectivelgritwe can because of their substantially
greater financial resources. Uncertainties regyifiiom the initiation and continuation of patetiglation or other proceedings could have a
material adverse effect on our ability to competthe marketplace.

If we are unable to protect the confidentiality of our trade secrets, our business and competitive position would be harmed.

In addition to our patented technology prablucts, we rely on trade secrets, including usmtad know-how, technology and other
proprietary information, to maintain our competigosition. We seek to protect these trade sedngisyrt, by entering into non-disclosure and
confidentiality agreements with parties that haseess to them, such as our employees, corpordébondtors, outside scientific collaborators,
sponsored researchers, contract manufacturersyltamts, advisors and other third parties. We alsier into confidentiality and invention or
patent assignment agreements with our employeesamiltants. In addition, any of these parties bma@ach the agreements and disclose our
proprietary information, and we may not be ablelitain adequate remedies for such breaches. Enfpacclaim that a party illegally disclos
or misappropriated a trade secret is difficult,engive and time-consuming, and the outcome is digieble. In addition, some courts inside
and outside the United States are less willingravilling to protect trade secrets. If any of owade secrets were to be lawfully obtained or
independently developed by a competitor, we woalgetno right to prevent them from using that tedban or information to compete with
us. If any of our trade secrets were to be disddser independently developed by a competitor,campetitive position would be harmed.

Risks related to regulatory approval of our productcandidates

If we are not able to obtain required regulatory approvals, we will not be able to commercialize our product candidates, and our ability to
generate revenue will be materially impaired.

Our product candidates, including our fiwest advanced product candidates, and the activdsociated with their development and
commercialization, including their design, testintanufacture, safety, efficacy, recordkeeping, liagestorage, approval, advertising,
promotion, sale and distribution, are subject tmprehensive regulation by the FDA and other regwjaagencies in the United States and by
comparable authorities in other countries. Faitorebtain regulatory approval for a product cantéidaill prevent us from commercializing the
product candidate. We have not received regulapproval to market any of our product candidateanijurisdiction. We have only limited
experience in filing and supporting the applicasiorecessary to gain regulatory approvals and expeety on third party contract research
organizations to assist us in this process. SegiDA approval requires the submission of extenpieglinical and clinical data and
supporting information to the FDA for each therdpeindication to establish the product candidadafety and efficacy. Securing FDA
approval also requires the submission of informmaéibout the product manufacturing process to, asgkiction of manufacturing facilities by,
the FDA. Our product candidates may not be effectimay be only moderately effective or may provhdee undesirable or unintended side
effects, toxicities or other characteristics thatyrpreclude our obtaining regulatory approval @vent or limit commercial use.

The process of obtaining regulatory appl®isexpensive, may take many years if additi@tialcal trials are required, if approval is
obtained at all, and can vary substantially bagezhwa variety of factors, including the type, coexity and novelty of the product candidates
involved. Changes in regulatory approval policiesmy the development period, changes in or thetement of additional
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statutes or regulations, or changes in regula®riew for each submitted product application, mayse delays in the approval or rejection of
an application. The FDA has substantial discreitiothe approval process and may refuse to accepagplication or may decide that our data
is insufficient for approval and require additiopagéclinical, clinical or other studies. In additiozarying interpretations of the data obtained
from preclinical and clinical testing could deldiyit or prevent regulatory approval of a produahdidate. Any regulatory approval we
ultimately obtain may be limited or subject to risions or post-approval commitments that rentierapproved product not commercially
viable.

If we pursue development of a companion diagnostic to identify patients who are likely to benefit from a therapeutic product, failureto
obtain approval for the diagnostic may prevent or delay approval of the therapeutic product.

We are attempting to develop companionmigtics to identify patients who are likely to béinieom our therapeutic product candidates.
All of our companion diagnostic candidates arerigcpnical development or clinical feasibility tegl. We have very limited experience in the
development of diagnostics and, even with the bétpird parties with greater experience, may taibbtain the required diagnostic product
marketing approval, which could prevent or delagrapal of the therapeutic product.

In July 2011, the FDA issued draft guidatica stated that if safe and effective use ofegatpeutic depends on amvitro diagnostic, then
the FDA generally will not approve the therapeutidess the FDA approves or clears this Vitro companion diagnostic device" at the same
time that the FDA approves the therapeutic. The@m or clearance of thia vitro diagnostic most likely will occur through the FDAC&nter
for Devices and Radiological Health Office of Int\di Diagnostic Device Evaluation and Safety, or OI\t is unclear whether the FDA will
finalize this guidance in its current format, orewhit will do so. Even if the FDA does finalize theidance, it is unclear how it will interpret
guidance. Even with the issuance of the draft guidathe FDA's expectations forvitro companion diagnostics remain unclear in some
respects. The FDA's developing expectations wilafourin vitro companion diagnostics. In particular, the FDA miayitlour ability to use
retrospective data, otherwise disagree with ourcgghes to trial design, biomarker qualificatioimical and analytical validity and clinical
utility, or make us repeat aspects of the trighdfate new trials.

Because our companion diagnostic candidateat an early stage of development, we havioysgek a meeting with the FDA to discuss
any of our companion diagnostic tests and therefanmot yet know what the FDA will require for anfythese tests. For three of our five most
advanced product candidates, MM-121, MM-111 and WB4; we are attempting to developiaritro companion diagnostic that will help
identify patients likely to benefit from the thesapVhether the FDA will consider thesevitro diagnostics to beih vitro companion
diagnostic devices" that require simultaneous agdror clearance with the therapeutics under tlaé duidance will depend on whether the
FDA views the diagnostics to be essential to tlietgand efficacy of these therapeutics.

For our two other most advanced producticltes, MM-398 and MM-302, although we are invgaing possiblén vitro companion
diagnostics, we are currently developing/ivocompanion diagnostics in the form of imaging agémés may help identify patients likely to
benefit from the therapy. Imaging agents are regdlas drugs by the FDA's Center for Drug Evalumasiod Research and, as such, are
generally subject to the regulatory requiremenfdieable to other new drug candidates. AlthoughRB& has not issued guidance with res;
to the simultaneous approvaliofvivo diagnostics and therapeutics, it is possible tafRDA will apply a standard similar o vitro
diagnostics.
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Based on the FDA's past practice with camgradiagnostics, if we are successful in develggircompanion diagnostic for any of our
most advanced product candidates, we would expatEDA approval of ain vitro companion diagnostic, and possiblyiarvivo companion
diagnostic, would be required for approval and sgbgnt commercialization of each such therapeutidyrt candidate. We are not aware of
any currently available diagnostics that, if neaegswould otherwise allow us to proceed with tppraval and subsequent commercialization
of our product candidates despite a delay in durfaiof our attempts to develop companion diagessti

If wefail to obtain or maintain orphan drug exclusivity for MM-398, we will have to rely on other rights and protections for this product
candidate.

We have obtained orphan drug designatighenJnited States and orphan medicinal produdgdation in the European Union for MM-
398 for the treatment of pancreatic cancer. Inthged States, under the Orphan Drug Act, the FD&y mhesignate a product as an orphan
if it is a drug intended to treat a rare diseaseomdition, which is generally defined as a patjoypulation of fewer than 200,000 individuals in
the United States.

In the United States, the company that éilgdains FDA approval for a designated orphan doughe specified rare disease or condition
receives orphan drug marketing exclusivity for tthatg for a period of seven years. This orphan @xajusivity prevents the FDA from
approving another application, including a full némg application, or NDA, to market the same diarghe same orphan indication, except in
limited circumstances. For purposes of small mdeduugs, the FDA defines the term "same drug" éama drug that contains the same a
molecule and that is intended for the same uskeaapproved orphan drug. Orphan drug exclusivity belost if the FDA determines that the
request for designation was materially defectivé tire manufacturer is unable to assure sufficggrentity of the drug to meet the needs of
patients with the rare disease or condition.

Even if we obtain orphan drug exclusivity & product, that exclusivity may not effectivelptect the product from competition because
different drugs can be approved for the same cimmdiEven after an orphan drug is approved, the EBAsubsequently approve the same
for the same condition if the FDA concludes that lditer drug is clinically superior in that it isawvn to be safer, more effective or makes a
major contribution to patient care.

The European Medicines Agency, or EMA, ggarphan medicinal product designation to prontiméedevelopment of products that may
offer therapeutic benefits for life-threateningobironically debilitating conditions affecting nobne than five in 10,000 people in the European
Union. Orphan medicinal product designation from BMA provides ten years of marketing exclusivitiidwing drug approval, subject to
reduction to six years if the designation criteria no longer met.

Our therapeutic product candidates for which we intend to seek approval as biological products may face competition sooner than expected.

With the enactment of the Biologics Pricantpetition and Innovation Act of 2009, or BPCIA, st of the Health Care and Education
Reconciliation Act of 2010, or the Health Care Refd.aw, an abbreviated pathway for the approvdlio§imilar and interchangeable
biological products was created. The new abbredisggulatory pathway establishes legal authoritytie FDA to review and approve
biosimilar biologics, including the possible desition of a biosimilar as "interchangeable" basedheir similarity to existing brand product.
Under the BPCIA, an application for a biosimilanguct cannot be approved by the FDA until 12 yeftex the original branded product was
approved under a biologics license applicatiorBloA. The new law is complex and is only beginniogoe interpreted and implemented by
FDA. As a result, its ultimate impact, implementatand meaning is subject to uncertainty. While itncertain when any such processes may
be fully adopted by the FDA, any such processe&ldoave a material adverse effect on the futurernensial prospects for our biological
products.
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We believe that any of our products appdoae a biological product under a BLA should quydiifr the 12-year period of exclusivity.
However:

. the U.S. Congress could amend the BPCIA to sigaifily shorten this exclusivity period as proposgdPbesident Obami

. a potential competitor could seek and obtain apgrofits own BLA during our exclusivity period itesad of seeking approval
a biosimilar version; and

. the FDA could consider a particular product candidauch as MI-302, which contains both drug and biological pradc
components, to be a drug subject to review pursisaaut NDA, and therefore eligible for a signifitigrshorter marketing
exclusivity period as provided under the Drug P@aenpetition and Patent Term Restoration Act of4l @8 the HatchA/axmar
Act.

Moreover, the extent to which a biosimilamce approved, will be substituted for any onewfreference products in a way that is similar
to traditional generic substitution for non-biologi products is not yet clear and will depend aumber of marketplace and regulatory factors
that are still developing.

Failureto obtain regulatory approval in international jurisdictionswould prevent us from marketing our products abroad.

We intend to market our products both withhd outside the United States. In particularpiae to market and sell ourselves any prod
for which we receive marketing approval in the Eagan Union, rather than relying on third partiestf@se capabilities. This may increase the
risks described below with respect to our compkawith foreign regulations.

In order to market and sell our productthie European Union and many other jurisdictiorsmust obtain separate regulatory approvals
and comply with numerous and varying regulatoryumegments. The approval procedure varies amongtdesrand can involve additional
testing. The time required to obtain approval irefgn countries may differ substantially from theduired to obtain FDA approval. The
regulatory approval process outside the UnitedeStgenerally includes all of the risks associatiéd ebtaining FDA approval. In addition, in
many countries outside the United States, it isiired that the product be approved for reimburserbefore the product can be approved for
sale in that country. We may not obtain approvadmfregulatory authorities outside the United State a timely basis, if at all. Approval by
the FDA does not ensure approval by regulatoryaittbs in other countries or jurisdictions, angegval by one regulatory authority outside
the United States does not ensure approval by atgylauthorities in other countries or jurisdictioor by the FDA. We may not be able to file
for regulatory approvals and may not receive nesgsapprovals to commercialize our products in mwayket.

Any product for which we obtain marketing approval could be subject to restrictions or withdrawal from the market and we may be subject to
penaltiesif we fail to comply with regulatory requirements or if we experience unanticipated problemswith our products, when and if any of
them are approved.

Any product for which we obtain marketingpaoval, along with the manufacturing processest-ppproval clinical data, labeling,
advertising and promotional activities for suchdurot, will be subject to continual requirementsofl review by the FDA and other regulatory
authorities. These requirements include submissibsafety and other post-marketing information asybrts, registration and listing
requirements, cGMP or QSR requirements relatinguedity control, quality assurance and correspogdigintenance of records and
documents, requirements regarding the distributicsamples to physicians and recordkeeping. Evesgifilatory approval of a product is
granted, the approval may be subject to limitatiomshe indicated uses for which the product may be
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marketed or to the conditions of approval, or contequirements for costly post-marketing testing aurveillance to monitor the safety or
efficacy of the product. Later discovery of prexdbuunknown problems with our products, manufaetige manufacturing processes, or
failure to comply with regulatory requirements, magult in actions such as:

. restrictions on such products, manufacturers orufeturing processes;
. restrictions on the marketing of a product;

. restrictions on product distributio

. requirements to conduct p-marketing clinical trials

. warning or untitled letters;

. withdrawal of the products from the mark

. refusal to approve pending applications or supplemt® approved applications that we sub
. recall of products;

. fines, restitution or disgorgement of profits oveaue;

. suspension or withdrawal of regulatory approv

. refusal to permit the import or export of our proti

. product seizure; or

. injunctions or the imposition of civil or crimingknalties.

Our relationships with customers and payors will be subject to applicable anti-kickback, fraud and abuse and other healthcare laws and
regulations, which could expose us to criminal sanctions, civil penalties, contractual damages, reputational harm and diminished profits and
future earnings.

Healthcare providers, physicians and otpkxg a primary role in the recommendation and @ipson of any products for which we
obtain marketing approval. Our future arrangemeuitts third party payors and customers may expose bsoadly applicable fraud and abuse
and other healthcare laws and regulations thatcoagtrain the business or financial arrangemerdselationships through which we market,
sell and distribute our products for which we obtaiarketing approval. Restrictions under applicébdieral and state healthcare laws and
regulations, include the following:

. the federal healthcare anti-kickback statute pritilamong other things, persons from knowingly asiltfully soliciting,
offering, receiving or providing remuneration, ditlg or indirectly, in cash or in kind, to induce eward either the referral of
individual for, or the purchase, order or recomnagimh of, any good or service, for which paymenyrba made under federal
healthcare programs such as Medicare and Medicaid,;

. the federal False Claims Act imposes criminal amd penalties, including civil whistleblower or gtam actions, against
individuals or entities for knowingly presenting,@ausing to be presented, to the federal govertirkims for payment that
are false or fraudulent or making a false staterteeatoid, decrease or conceal an obligation torpagey to the federal
government;

. the federal Health Insurance Portability and Acdahbility Act of 1996, as amended by the Health infation Technology fo

Economic and Clinical Health Act, imposes crimiaat civil liability for executing a scheme to defdaany healthcare benefit
program and also imposes
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obligations, including mandatory contractual termih respect to safeguarding the privacy, secuaitgt transmission of
individually identifiable health information;

. the federal false statements statute prohibits kmgiywand willfully falsifying, concealing or covierg up a material fact ¢
making any materially false statement in connectiith the delivery of or payment for healthcare &fés, items or services;

. the federal transparency requirements under thétH€are Reform Law requires manufacturers of drdgsices, biologics and
medical supplies to report to the Department ofltheand Human Services information related to ptigsi payments and other
transfers of value and physician ownership andstment interests; and

. analogous state laws and regulations, such asasttitkickback and false claims laws, may applgdtes or marketing
arrangements and claims involving healthcare iterservices reimbursed by non-governmental thirtlygaayors, including
private insurers, and some state laws require phegatical companies to comply with the pharmacabliidustry's voluntary
compliance guidelines and the relevant complianddance promulgated by the federal government ditiath to requiring
manufacturers to report information related to pagta to physicians and other health care providensarketing expenditures.

Efforts to ensure that our business arraveges with third parties will comply with applicabhealthcare laws and regulations will involve
substantial costs. It is possible that governmeaigiorities will conclude that our business p@timay not comply with current or future
statutes, regulations or case law involving appliedraud and abuse or other healthcare laws agudatons. If our operations are found to be
in violation of any of these laws or any other gowveental regulations that may apply to us, we magubject to significant civil, criminal and
administrative penalties, damages, fines, exclugimm government funded healthcare programs, sadfiedicare and Medicaid, and the
curtailment or restructuring of our operationsafy of the physicians or other providers or ergitigth whom we expect to do business with
found to be not in compliance with applicable latl®y may be subject to criminal, civil or admingdgive sanctions, including exclusions from
government funded healthcare programs.

Recently enacted and future legislation may increase the difficulty and cost for usto obtain marketing approval of and commercialize our
product candidates and affect the prices we may obtain.

In the United States and some foreign glictions, there have been a number of legislatheeragulatory changes and proposed changes
regarding the healthcare system that could premedélay marketing approval of our product candidatestrict or regulate post-approval
activities and affect our ability to profitably sahy products for which we obtain marketing apdov

In the United States, the Medicare PresionpDrug, Improvement, and Modernization Act 0030 or the Medicare Modernization Act,
changed the way Medicare covers and pays for ptaratizal products. The legislation expanded Medicaverage for drug purchases by the
elderly and introduced a new reimbursement mettogobased on average sales prices for physiciaimntered drugs. In addition, this
legislation provided authority for limiting the nior of drugs that will be covered in any therapedkiss. Cost reduction initiatives and other
provisions of this legislation could decrease tbeetage and price that we receive for any apprgveducts. While the Medicare
Modernization Act applies only to drug benefits kdedicare beneficiaries, private payors often folldedicare coverage policy and payment
limitations in setting their own reimbursement sat€herefore, any reduction in reimbursement tesiilts from the Medicare Modernization
Act may result in a similar reduction in paymentsfi private payors.

More recently, in March 2010, President @bhaigned into law the Health Care Reform Law, aeping law intended to broaden access
to health insurance, reduce or constrain the grafith
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healthcare spending, enhance remedies againstdralidbuse, add new transparency requirementeédthtcare and health insurance
industries, impose new taxes and fees on the himaltistry and impose additional health policy refer Effective October 1, 2010, the Health
Care Reform Law revises the definition of "averaggnufacturer price" for reporting purposes, whiohld increase the amount of Medicaid
drug rebates to states. Further, the new law inpasggnificant annual fee on companies that matwfa or import branded prescription drug
products. Substantial new provisions affecting cliemge have also been enacted, which may affecbosiness practices with health care
practitioners. We will not know the full effects thfe Health Care Reform Law until applicable fetlaral state agencies issue regulations or
guidance under the new law. Although it is too e&sldetermine the effect of the Health Care Refaaw, the new law appears likely to
continue the pressure on pharmaceutical pricingeaally under the Medicare program, and may aisceiase our regulatory burdens and
operating costs.

Legislative and regulatory proposals haerbmade to expand post-approval requirementsestidct sales and promotional activities for
pharmaceutical products. We are not sure whethditiaal legislative changes will be enacted, oethier the FDA regulations, guidance or
interpretations will be changed, or what the impeEcuch changes on the marketing approvals opmauct candidates, if any, may be. In the
area of companion diagnostics, FDA officials indéchin 2010 that the agency planned to issue tvidegiees in this area. The FDA issued one
draft guidance in July 2011. The FDA has yet taésa second draft guidance and may decide noste ia second draft guidance or finalize
existing draft guidance. The FDA's issuance ohalfguidance, or issuance of additional draft godgg could affect our developmentinfvitro
companion diagnostics and the applicable regulatguirements. In addition, increased scrutinyhey.S. Congress of the FDA's approval
process may significantly delay or prevent marlgtpproval, as well as subject us to more stringesduct labeling and post-marketing
testing and other requirements.

Risks related to employee matters and managing gratv

Our future success depends on our ability to retain our chief executive officer and other key executives and to attract, retain and motivate
qualified personnel.

We are highly dependent on Robert J. Myloay President and Chief Executive Officer, areldther principal members of our executive
and scientific teams. Although we have formal emplent agreements with each of our executive offickrese agreements do not prevent our
executives from terminating their employment withai any time. We do not maintain "key person"iiasae for any of our executives or ot
employees. The loss of the services of any of thesgons could impede the achievement of our relsedevelopment and commercialization
objectives.

Recruiting and retaining qualified scieiatittlinical, manufacturing and sales and markefisgsonnel will also be critical to our success.
We may not be able to attract and retain theseopaed on acceptable terms given the competitionrgpmumerous pharmaceutical and
biotechnology companies for similar personnel. \Iiée axperience competition for the hiring of scigntand clinical personnel from
universities and research institutions. In additima rely on consultants and advisors, includirigrgdic and clinical advisors, to assist us in
formulating our research and development and comialgration strategy. Our consultants and advisoay be employed by employers other
than us and may have commitments under consultiaglvisory contracts with other entities that miayitl their availability to us.

We expect to expand our development, regulatory and sales and marketing capabilities, and as a result, we may encounter difficultiesin
managing our growth, which could disrupt our operations.

We expect to experience significant groimtthe number of our employees and the scope obperations, particularly in the areas of
drug development, regulatory affairs and salesmaarketing. To
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manage our anticipated future growth, we must ocometito implement and improve our managerial, ofmrat and financial systems, expand
our facilities and continue to recruit and traimdgidnal qualified personnel. Due to our limiteddincial resources and the limited experience of
our management team in managing a company with auotitipated growth, we may not be able to effetyivnanage the expansion of our
operations or recruit and train additional quatifigersonnel. The physical expansion of our operatinay lead to significant costs and may
divert our management and business developmeninees Any inability to manage growth could delag execution of our business plans or
disrupt our operations.

We have entered into and may continue to enter into or seek to enter into business combinations and acquisitions which may be difficult to
integrate, disrupt our business, divert management attention or dilute stockholder value.

As part of our business strategy, we magranto business combinations and acquisitionthaigh we acquired Hermes BioSciences,
Inc., or Hermes, in October 2009, we have limitegezience in making acquisitions. In addition, @stions are typically accompanied by a
number of risks, including:

. the difficulty of integrating the operations andsmnnel of the acquired companies;

. the potential disruption of our ongoing businesd distraction of management;

. potential unknown liabilities and expens

. the failure to achieve the expected benefits ofcttrabination or acquisition;

. the maintenance of acceptable standards, conpralsedures and policies; and

. the impairment of relationships with employees assallt of any integration of new management ahérgpersonne

If we are not successful in completing asitjons that we may pursue in the future, we wdwdrequired to reevaluate our business
strategy and we may have incurred substantial esgeeand devoted significant management time awodiress in seeking to complete the
acquisitions. In addition, with future acquisitiomge could use substantial portions of our avadatzlsh as all or a portion of the purchase
As we did for the acquisition of Hermes, we coukbdssue additional securities as consideratiothfese acquisitions, which could cause our
stockholders to suffer significant dilution.

Risks related to our common stock

After our initial public offering, our executive officers, directors and principal stockholderswill maintain the ability to control or
significantly influence all matters submitted to stockholdersfor approval.

Upon the closing of our initial public offieg, our executive officers, directors and stoddkees who owned more than 5% of our
outstanding common stock before the offering vinllthe aggregate, beneficially own shares repréasgapproximately 33% of our capital
stock, excluding any shares of our common stocktttese stockholders may purchase in the offedsga result, if these stockholders were to
choose to act together, they would be able to obotrsignificantly influence all matters submittedour stockholders for approval, as well as
our management and affairs. For example, thesepgrg they choose to act together, will contnosignificantly influence the election of
directors and approval of any merger, consolidatiogale of all or substantially all of our ass@tsis concentration of voting power could
delay or prevent an acquisition of our companyesms that other stockholders may desire.
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Provisionsin our corporate charter documents and under Delaware law could make an acquisition of us, which may be beneficial to our
stockholders, more difficult and may prevent attempts by our stockholdersto replace or remove our current management.

Provisions in our corporate charter andlmdaws that will become effective upon the closaigur initial public offering may discourag
delay or prevent a merger, acquisition or othenglean control of us that stockholders may consfdeorable, including transactions in which
you might otherwise receive a premium for your sBail hese provisions could also limit the price theestors might be willing to pay in tt
future for shares of our common stock, thereby eleging the market price of our common stock. Irtewtg these provisions may frustrate or
prevent any attempts by our stockholders to reptecemove our current management by making it nadfieult for stockholders to replace
members of our board of directors. Because ourchofdirectors is responsible for appointing thembers of our management team, these
provisions could in turn affect any attempt by stockholders to replace current members of our gemant team. Among others, these
provisions:

. allow the authorized number of our directors tachanged only by resolution of our board of direstor

. establish advance notice requirements for stocldngdcoposals that can be acted on at stockholdetimgs and nominations
our board of directors;

. require that stockholder actions must be effectedduly called stockholder meeting and prohibitcars by our stockholders by
written consent;

. limit who may call stockholder meeting

. authorize our board of directors to issue prefestedk without stockholder approval, which couldused to institute a "poison
pill" that would work to dilute the stock ownershopa potential hostile acquirer, effectively pratiag acquisitions that have r
been approved by our board of directors; and

. require the approval of the holders of at least @%e votes that all our stockholders would bttled to cast to amend or
repeal certain provisions of our charter or bylaws.

Moreover, because we are incorporated iaWare, we are governed by the provisions of Se@i@3 of the Delaware General
Corporation Law, which prohibits a person who ownexcess of 15% of our outstanding voting stockrfrmerging or combining with us fol
period of three years after the date of the tratimam which the person acquired in excess of %ur outstanding voting stock, unless the
merger or combination is approved in a prescribadmer.

An active trading market for our common stock may not develop.

Prior to our initial public offering, thereas no public market for our common stock. Althibwgir common stock has been approved for
listing on The NASDAQ Global Market, an active tireglmarket for our shares may never develop omuktamed following the offering. If an
active market for our common stock does not deyetapay be difficult for investors to sell shameghout depressing the market price for the
shares or at all.

If our stock priceisvolatile, purchasers of our common stock could incur substantial losses.

Our stock price is likely to be volatilehd stock market in general and the market for blotelogy companies in particular have
experienced extreme volatility that has often beemelated to the operating performance of partictdenpanies. As a result of this volatility,
investors may not
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be able to sell their common stock at or abovaritial public offering price. The market price four common stock may be influenced by
many factors, including:

. the success of competitive products or technolo:

. results of clinical trials of our product candidate those of our competitors;

. regulatory or legal developments in the United &tand other countries;

. developments or disputes concerning patents or ptioprietary rights

. the recruitment or departure of key person

. variations in our financial results or those of gamies that are perceived to be similar to us;

. changes in the structure of healthcare paymentsysst

. market conditions in the pharmaceutical and biatetdgy sectors and issuance of new or changediieswnalysts' reports
recommendations;

. general economic, industry and market conditiond; a

. the other factors described in this "Risk fact@sttion.

We have broad discretion in the use of the net proceeds from our initial public offering and may not use them effectively.

We will use approximately $4.3 million diet net proceeds from our initial public offeringpay accrued dividends on our series B
convertible preferred stock. Our management willehlaroad discretion in the application of the ba&of the net proceeds from our initial
public offering and could spend the proceeds insathgt do not improve our results of operationsrdrance the value of our common stock.
The failure by our management to apply these faigstively could result in financial losses thautd have a material adverse effect on our
business, cause the price of our common stockdlingeand delay the development of our product matds. Pending their use, we may invest
the net proceeds from our initial public offerimga manner that does not produce income or thas lealue.

Because we do not anticipate paying any cash dividends on our common stock in the foreseeable future, capital appreciation, if any, will be
your sole source of gain.

We have never declared or paid cash dividem our common stock. We currently intend toinedi#l of our future earnings, if any, to
finance the growth and development of our businesaddition, the terms of existing or any futuebtlagreements may preclude us from
paying dividends. As a result, capital appreciatibany, of our common stock will be your sole smiof gain for the foreseeable future.

A significant portion of our total outstanding shares are restricted from immediate resale but may be sold into the market in the near future.
This could cause the market price of our common stock to drop significantly, even if our businessis doing well.

Sales of a substantial number of sharemioEommon stock in the public market could ocduargy time. These sales, or the perception in
the market that the holders of a large number afeshintend to sell shares, could reduce the marlagt of our common stock. After our initial
public offering, we will have outstanding 92,3962thares of common stock based on the number cdsbatstanding as of February 29,
2012. This includes the shares that we are sahirgir initial public offering, which may be resdldthe public market immediately without
restriction, unless purchased by our affiliatestt@fremaining shares, 78,096,254 shares are tlyrrestricted as a result of securities
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laws or lock-up agreements but will be able to &ld after our initial public offering. Moreover,taf our initial public offering, holders of an
aggregate of up to 69,489,001 shares of our conmstamk, including shares of our common stock issuiapbn exercise of outstanding
warrants, will have rights, subject to some condii, to require us to file registration statemewotgering their shares or to include their shares
in registration statements that we may file forsglves or other stockholders. We also intend tstegall shares of common stock that we 1
issue under our equity compensation plans. Oncesgister these shares, they can be freely soltkiptiblic market upon issuance, subject to
volume limitations applicable to affiliates and &pable lock-up agreements.

Iltem 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our principal facilities consist of approyately 85,000 square feet of research, manufactani office space located at One Kendall
Square in Cambridge, Massachusetts. The leaseppoxamately 33,000 square feet of this space expiré\pril 2015, and the lease on
approximately 8,000 square feet of this space egpir 2019. The lease on the remaining approximd#l000 square feet of this space expires
in April 2013, subject to our option to extend thase for two individual one year terms to eitherif2014 or April 2015. We retain an option
to renew the lease on all of our current spaceutfitdApril 2020.

The facilities of our Silver Creek subsigiaonsist of approximately 1,715 square feet séagch and office space located in San
Francisco, California. The lease on this spaceregpin September 2012, subject to an option toneltiee lease for six additional months.

Item 3. Legal Proceedings

We are currently engaged in three ongojmgpsition proceedings to European patents in thhef&aan Patent Office to narrow or
invalidate the claims of patents owned by thirdipar We have obtained favorable interim decisiora| three oppositions. Two of these
decisions are now under appeal, and the third reagpipealed. The ultimate outcome of all three dfipas remains uncertain.

We filed our notice of opposition in thesfi proceeding, opposing a patent (EP 0896586)hyel@enentech, in July 2007 on the grounds
of added matter, insufficient disclosure, lack ofelty and lack of inventive step. Amgen and U3rRtealso opposed the Genentech patent. If
the issued claims of the Genentech patent werendigted to be valid and construed to cover MM-12MdA-111, our development and
commercialization of these product candidates irof@ could be delayed or prevented. In August 2089European Patent Office issued a
written decision rejecting several sets of Gendrisedlaims and upholding the patent solely on tis<of a further set of claims that we bel
will not restrict the development or commercialiaatof MM-121 or MM-111. All parties have appealgds decision. Pending the outcome of
the appeal proceedings, the original issued claiftise Genentech patent remain in effect. Eaclygaas submitted written statements
regarding the appeal to the European Patent Offioedate has been set for a hearing for the appeal.

We filed our notice of opposition in theesad proceeding, opposing a patent (EP 118763d)lhekZensun (Shanghai) Science and
Technology Ltd., or Zensun, in September 2008 ergtiounds of added matter, insufficient discloslaek of novelty and lack of inventive
step. If the issued claims of the Zensun patenéwetermined to be valid and construed to cover MNI; our development and
commercialization of MM-111 in Europe could be geld or prevented. In August 2010, the EuropeannP&ffice issued a written decision
revoking Zensun's patent. Zensun has appealedehision. Pending the outcome of this appeal, thgnal issued claims of the Zensun patent
remain in effect.
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Each party has submitted written statements regartiie appeal to the European Patent Office. Ne ldas been set for a hearing for the
appeal.

We filed our notice of opposition in therthproceeding, opposing a patent (EP 1414494) melslax-Planck-Gesellschaft zur Forderung
der Wissenschaften e.V., or Max-Planck, in Decer@0@9 on the grounds of added matter, insufficiéstlosure, lack of novelty and lack of
inventive step. A number of other pharmaceuticahganies are also opposing the Max-Planck patetitelfssued claims of the Max-Planck
patent were determined to be valid and construedver MM-121, our development and commercializatd MM-121 in Europe could be
delayed or prevented. In February 2011, the Eumopegent Office issued a favorable preliminary,-bording opinion indicating that Max-
Planck does not currently have any valid setsaftd on file with respect to this patent. A hearfiogthis opposition was scheduled for
November 2011. However, in October 2011, I-Planck withdrew its request for a hearing and retpeethat the opposition instead continu
writing. In December 2011, the European Patento®ff§sued a written decision revoking Max-Planpktnt. Max-Planck may appeal this
decision.

We are not currently a party to any othaterial legal proceedings.
Item 4. Mine Safety Disclosures
Not applicable.
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PART Il
ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities

Our common stock has been publicly tradethe NASDAQ Global Market under the symbol "MACHthce our initial public offering ¢
March 29, 2012. Prior to that time, there was nblipumarket for our common stock. As a result, vaedinot set forth quarterly information
with respect to the high and low prices for our aoon stock for the two most recent fiscal years.

Holders

As of March 15, 2012, there were approxetyab86 holders of record of our common stock. Thimber does not include beneficial
owners whose shares are held by nominees in staegs.

Dividends

We have never declared or paid cash dividem our common stock, and we do not expect teapgycash dividends on our common
stock in the foreseeable future.

Securities Authorized for Issuance under Equity Corpensation Plans

The following table contains informationoaib our equity compensation plans as of Decembg2@®11. As of December 31, 2011, we had
two equity compensation plans, both of which weypraved by our stockholders: our 1999 stock opgitam, as amended, or the 1999 plan,
our 2008 stock incentive plan, as amended, or @08 plan.

Equity Compensation Plan Information

Number of securities

Weighted- remaining available
Number of securities average for future issuance
to be issued upon exercise price under equity
exercise of of outstanding compensation plans
outstanding stock options, (excluding securities
options, warrants warrants and reflected in column
Plan category and rights rights (@)
Equity compensation plans approved
security holder: 17,617,01 $ 2.5¢€ 830,00°
Equity compensation plans not approwvi
by security holder
Total 17,617,01 $ 2.5¢ 830,00°

Recent Sales of Unregistered Securities

Set forth below is information regardingeties sold by us since January 1, 2011 that weteegistered under the Securities Act of
1933, as amended, or the Securities Act. Also tredus the consideration, if any, received by wsHe securities and information relating to
the section of the Securities Act, or rule of tlee@ities and Exchange Commission, under which @tiemfrom registration was claimed.

Issuances of securitit

In April 2011, we issued an aggregate g0@Q,000 shares of our series G convertible predestock at a price per share of $7.00 for an
aggregate purchase price of $77,000,000. All onitsiey
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shares of series G preferred stock will automdyicainvert into an aggregate of 11,000,000 shafesmmon stock upon the completion of
initial public offering.

No underwriters were involved in the foregpsales of securities. The securities were issod@avestors in reliance upon the exemption
from the registration requirements of the Secwgifiet, as set forth in Section 4(2) under the SdearAct, including in some cases,
Regulation D promulgated thereunder, relativeangactions by an issuer not involving any publferifig, to the extent an exemption from
such registration was required. All purchasershafres of preferred stock described above represémigs in connection with their purchase
that they were accredited investors and were aiogutine shares for their own account for investnmmposes only and not with a view to, or
for sale in connection with, any distribution thefreThe purchasers received written disclosuresthieasecurities had not been registered undel
the Securities Act and that any resale must be rpadaiant to a registration statement or an availekemption from such registration.

Stock option and other equity awards

Since January 1, 2011, we have issuedrtaineemployees, directors and consultants optioqmirchase an aggregate of 2,349,468 share:
of common stock at a weighted-average exercise pfi$5.73 per share.

The issuance of stock options and the comstack issuable upon the exercise of such optemmd the grant of restricted stock units and
the issuance of common stock issuable upon vesfisgch restricted stock units, were issued puitsieawritten compensatory plans or
arrangements with our employees, directors anduttamgs, in reliance on the exemption from the strgtion requirements of the Securities
Act provided by Rule 701 promulgated under the 88es Act or the exemption set forth in Sectio@ygnder the Securities Act and
Regulation D promulgated thereunder relative togeations by an issuer not involving any publiedffg. All recipients either received
adequate information about us or had access, threogployment or other relationships, to such infation.

Purchase of Equity Securities
We did not purchase any of our registeigdtg securities during the period covered by thimual Report on Form 10-K.
Use of Proceeds from Registered Securities

On April 3, 2012, we expect to complete mitial public offering of 14,300,000 shares offr@mommon stock at a price of $7.00 per share
for an aggregate offering price of $100.1 millidine offer and sale of all of the shares in theraffghave been registered under the Securities
Act pursuant to a registration statement on Forin(Bile No. 333-175427), which was declared effecty the SEC on March 27, 2012. J.P.
Morgan Securities LLC is acting as book-running ager of the offering and as representative of tideawriters. BofA Merrill Lynch is
acting as lead-manager for the offering, and Coar@hCompany, LLC and Oppenheimer & Co., Inc. atm@@s comanagers for the offerin
The offering commenced on March 28, 2012 and dideraninate until the sale of all of the sharesH#t.

We expect to receive net proceeds fronoffexing of approximately $93.5 million, after dedfing underwriting discounts and
commissions and estimated offering expenses payghls but prior to the payment of accrued dividead our series B convertible preferred
stock. None of the underwriting discounts and cossinins or other offering expenses are being indwreaid to directors or officers of ours
or their associates or to persons owning 10 pemmemore of our common stock or to any affiliaté®ors.
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We expect to receive the net proceeds fraroffering on April 3, 2012. There has been noemal change in our planned use of the net
proceeds from the offering as described in oud fimaspectus filed with the SEC pursuant to Rulé(B2 under the Securities Act. We intent
invest the net proceeds from the offering in aetgrof capital preservation investments, includshgrtierm, investment grade, interest beau
instruments and U.S. government securities.

Item 6. Selected Financial Data

You should read the following selected aidated financial data together with our consdidifinancial statements and the related notes
appearing at the end of this Annual Report on FbBaK and the "Management's discussion and anatydisancial condition and results of
operations" section of this Annual Report on Fol®rKL We have derived the consolidated statementpefations data for the years ended
December 31, 2009, 2010 and 2011 and the consetidatiance sheet data as of December 31, 20100dridfidm our audited consolidated
financial statements included in this Annual Remort~orm 10-K. We have derived the consolidatetéstants of operations data for the years
ended December 31, 2007 and 2008 and the consalibatance sheet data as of December 31, 2007,a2@08009 from our audited
consolidated financial statements not includedis Annual Report on Form 1- Our historical results for any prior period aret necessaril
indicative of results to be expected in any fujpeeod.

Year ended December 31

(in thousands, except per share amount: 2007 2008 2009(1) 2010(2) 2011(2)
Consolidated statement of operation
Research and development rever $ 344 $ 365 $ 2,14¢ $ 20,30t $ 34,21
Operating expense

Research and developmt 26,10¢ 34,52¢ 37,65¢ 58,27¢  100,63(

General and administrati\ 6,48 8,83¢ 12,17¢ 11,38: 14,45

Contingent consideratic — — — (17¢) —

Total operating expens 32,59 43,36¢ 49,83¢ 69,48. 115,08
Loss from operation (32,247 (42,999 (47,689 (49,17¢ (80,869
Other income and expens:i

Interest incomu 2,30¢ 1,24: 81 74 56

Interest expens (1,710 (4,407 (4,909 (3,72¢6) (13

Other, ne (37 607 41 2,66¢ 1,15(
Net loss before income taxes and -

controlling interes (31,689 (45,557 (52,47Y) (50,159 (79,67¢)
Benefit from income taxe — — 3,40z — —
Net loss before nc-controlling interes (31,689 (45,551 (49,079 (50,159 (79,67¢)
Less net loss attributable to r-

controlling interes — — — (55 (459)
Net loss attributable to Merrimas

Pharmaceuticals, Inc (31,689 (45,557 (49,079 (50,109 (79,229
Net loss per share available to comn

stockholder—basic and diluted(z $ B60)$ B1L)$ (7269 %$ (5.57) % (7.67)
Weighte-average common shares use

computing net loss per share availab

to common stockholders—basic and

diluted 6,17 6,19¢ 7,38 10,99 11,34

() In 2009, we acquired Hermes BioSciences, Inc. S#e R to our consolidated financial stateme
2 In 2010 and 2011, we consolidated Silver Creek i@aaeuticals, Inc. for financial reporting purposes.
3) The numerator in the calculation of net loss parsfavailable to common stockholders—basic andetilincludes

unaccreted dividends on our convertible prefertedks
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As of December 31,

(in thousands) 2007 2008 2009 2010 2011
Consolidated balance sheet dat
Cash and cash equivale $ 40,28¢ $ 4497: $ 58,387 $ 30,71! $ 50,45¢
Total asset 67,31: 50,86 82,15¢ 57,57 85,29¢
Deferred revenu — — 60,931 73,78: 85,74¢
Convertible preferred stock warral

liability 1,082 56€ 57¢ 652 1,51¢
Total liabilities 45,99¢ 72,59¢ 141,64! 85,257 106,99(
Non-controlling interes — — — 1,027 574
Convertible preferred stoc 132,73¢ 132,73¢ 131,27 191,25 268,22!
Total stockholders defic $(111,42) $(154,469) $(190,767) $(219,96¢) $(290,49()
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations

You should read the following discussion and anslgsour financial condition and results of opecais together with our financial
statements and related notes appearing elsewhdtésrAnnual Report on Form 10- Some of the information contained in this diseus anc
analysis or set forth elsewhere in this Annual Repo Form 10-K, including information with respeotour plans and strategy for our
business and related financing, includes forwaroking statements that involve risks and uncertagtyou should read the "Risk Factors"
section of this Annual Report on Form 10-K for sadission of important factors that could cause aatesults to differ materially from the
results described in or implied by the forward-loukstatements contained in the following discussind analysis.

Overview

We are a biopharmaceutical company diséogedeveloping and preparing to commercialize irative medicines consisting of novel
therapeutics paired with companion diagnostics. i@igsion is to provide patients, physicians andhtb&thcare system with the medicines,
tools and information to transform the approachare from one based on the identification and itneat of symptoms to one focused on the
diagnosis and treatment of iliness through a meeeipe mechanistic understanding of disease. Wetsesccomplish our mission by applying
our proprietary systemisased approach to biomedical research, which wéealvork Biology. Our initial focus is in the fi¢lof oncology. Wi
have five programs in clinical development. In mwst advanced program, we are conducting a piRitake 3 clinical trial.

We have devoted substantially all of oworgces to our drug discovery and developmenttsfforcluding advancing our Network
Biology approach, conducting clinical trials forrqaroduct candidates, protecting our intellectualperty and providing general and
administrative support for these operations. Weehat generated any revenue from product salest@aiéte, have financed our operations
primarily through private placements of our coniet preferred stock, collaborations and, to adegxtent, through government grants, the
monetization of tax credits and equipment leasanfiings. Through December 31, 2011, we have re¢di268.2 million from the sale of
convertible preferred stock and warrants and $188lébn of upfront license fees, milestone paynsgmeimbursement of research and
development costs and manufacturing services drat payments from our collaborations. On MarchZZ8,2, we signed an underwriting
agreement and agreed to pricing terms on an ifitiblic offering of 14,300,000 shares of commortistat a price of $7.00 per share, which is
expected to generate net proceeds of approxim@@yb million. We expect this transaction to closeApril 3, 2012. We expect that the net
proceeds from our initial public offering, togetiveith our existing cash and cash equivalents, goatied interest income and anticipated
milestone payments and research and developmemhandfacturing funding under our collaboration wianofi related to MM-121, will
enable us to fund our operating expenses and tagjianditure requirements into the second hafQdf3.

We have never been profitable and, as aebBwer 31, 2011, we had an accumulated deficiB60$8 million. Our net loss was
$79.7 million for the year ended December 31, 2&5D,2 million for the year ended December 31, 2816 $49.1 million for the year ended
December 31, 2009. We expect to continue to inigificant expenses and increasing operating lo&sest least the next several years. We
expect our research and development expensesr&asein connection with our ongoing activitiegtipalarly as we continue the research,
development and clinical trials of our product ddates, including multiple simultaneous clinicals for certain product candidates, some of
which we expect will be entering late stage clihitevelopment. In addition, subject to obtaininguiatory approval of any of our product
candidates, we expect to incur significant comnadiation expenses for product sales, marketingyufeacturing and distribution. Until such
time, if ever, as we can generate substantial mtodwenues, we expect to finance our cash needsgh a combination of equity offerings,
debt financings, collaborations, strategic alliadieensing arrangements and other
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marketing and distribution arrangements. We mayrisble to raise capital when needed or on attrat¢isms, which would force us to delay,
limit, reduce or terminate our research and devakagt programs or commercialization efforts. We wékd to generate significant revenues to
achieve profitability, and we may never do so.

As of December 31, 2011, we had cash asld equivalents of $50.5 million. Our present cdpéaources are not sufficient to fund our
planned operations for a twelve month period, &edefore, raise substantial doubt about our alilityontinue as a going concern. We will,
during 2012, require significant additional funditogcontinue our operations. Failure to receivetamthl funding could cause us to cease
operations, in part or in full. We are currentlyrguing our initial public offering to raise the atiithal capital needed to continue planned
operations. The net proceeds of approximately $88llin expected to be provided upon closing of mitial public offering are expected to
address the substantial doubt about our abiligotttinue as a going concern through 2012.

Strategic partnerships, licenses and collaborations
Sanofi

In September 2009, we entered into a lieeamsl collaboration with Sanofi for the developmamd commercialization of MM-121. Under
this agreement, we granted Sanofi an exclusivaltpypearing, worldwide right and license to deyeémd commercialize MM-121 in
exchange for payment by Sanofi of an upfront lieefe® of $60.0 million, up to $410.0 million in patial development and regulatory
milestone payments, of which we have already rece$25.0 million, up to $60.0 million in potent&dles milestone payments and tiered,
escalating royalties beginning in the sub-teen @odlgits based on net sales of MM-121 in the UhB¢ates and beginning in the high single
digits based on net sales of MM-121 outside thdddinbtates. We have the option to co-promote anmdregrcialize MM-121 in the United
States and the right, but not the obligation, tdgigi@ate in the development of MM-121 through Rhagproof of concept trials, which we are
currently conducting. If we co-promote MM-121 iretbnited States, we will be responsible for payingsales force costs and a specified
percentage of direct medical affairs, marketing pramotion costs for MM-121 in the United Stated avill be eligible to receive tiered,
escalating royalties beginning in the high teersetdeon net sales of MM-121 in the United States.avéealso entitled to an increase in the
royalty rate if a diagnostic product is actuallyedsvith MM-121 in the treatment of solid tumor iodfions. Sanofi is responsible for all
development and manufacturing costs for MM-121héligh Sanofi will ultimately be responsible for méacturing MM-121 under the
agreement, we are currently manufacturing MM-121ufe in ongoing clinical trials. Sanofi will assemesponsibility for all manufacturing of
MM-121 at such time as material is needed for PBad@nical trials. Sanofi reimburses us for int@rtime at a designated full-time equivalent
rate per year and reimburses us for direct costsarvices related to the development and manufagtof MM-121.

The timing of cash received from Sanoffetif from revenue recognized for financial statehpemposes. We recognize revenue for
development services as incurred and recognizenoevior the upfront payment, milestone paymentsraadufacturing services using the
contingency-adjusted performance model over theebep development period, which is currently estiddo be 12 years from the effective
date of our agreement with Sanofi. During the yesaded December 31, 2009, 2010 and 2011, we rezynevenue based on the following
components of the Sanofi agreement:

Year ended December 31

(in thousands) 2009 2010 2011

Upfront paymen $ 694 $ 5000 $ 5,00C
Milestone payment — 94¢ 2,61¢
Development service 1,41C 13,27¢ 25,05:
Manufacturing services and ott — 63C 1,45¢
Total $ 2,10¢ $ 19,85¢ $ 34,12¢
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Based on our approved 2012 MM-121 develapmkan with Sanofi, we expect that revenue reczgphunder this agreement will increase
for the year ended December 31, 2012 when compare year ended December 31, 2011. However, We@ate the year over year
percentage increase will be lower than the year ywar percentage increases observed in prior years

GTC Biotherapeutics, Inc.

During 2008 and 2009, our product candid&i4-093 failed to achieve the primary endpoint imeBe 2 clinical trials for rheumatoid
arthritis, psoriasis and uveitis. In July 2009, evgered into a license agreement with GTC Biotheutips, Inc., or GTC, for the development
and commercialization of MM-093. Under this agreamee granted GTC an exclusive worldwide licersessearch, develop, manufacture
and commercialize MM-093 for the treatment of amwmiune diseases in exchange for GTC returning appedgly 662,000 shares of our
series C convertible preferred stock. In additiva,are eligible to receive from GTC potential depehent milestone payments of up to $52.5
million, sales milestone payments of up to $8.0iariland tiered royalties based on a percentagebs$ales of MM-093 ranging from the mid-
single digits to the low double digits. GTC is respible for all development and commercializatiosts for MM093. We assigned a fair va
of $1.5 million for the shares returned to us areracognizing this as revenue over the expecteeldement term, which is currently
estimated to be 19 years from the effective datmofagreement with GTC. We have not received aitgstone or royalty payments from
GTC.

During the years ended December 31, 20080 2nd 2011, we recognized revenue based on ltbeiity component of the GTC
agreement:

Year ended December 31,
(in thousands) 2009 2010 2011

Upfront consideratiol $ 37 $ 76 $ 76

Silver Creek Pharmaceuticals, Inc.

We have established a subsidiary namee@Siveek Pharmaceuticals, Inc., or Silver CreelkeBiCreek's mission is to apply our Netw
Biology approach to the discovery and developmémrmvative therapeutics in the field of regenemamedicine. In August 2010, we
acquired 12,000,000 shares of Silver Creek's sArigmvertible preferred stock in exchange for grant to Silver Creek of various exclusive
and non-exclusive technology licenses. In Augustiacember 2010, Silver Creek issued an aggreddtd 89,904 additional shares of
series A convertible preferred stock at a pricegberre of $1.00 to other investors for an aggregatehase price of approximately $4,165,000,
net of issuance costs. As of December 31, 201®@6aad, we owned approximately 74% of the outstandagtal stock of Silver Creek and
consolidated Silver Creek for financial reporting.

In the future, we may consider forming diddial businesses or business units to apply otwbdl& Biology approach to multiple
additional disease areas outside the oncology. filflel expect to do so in some cases, as with Sitveek, through the establishment of
separately funded companies.

Financial obligations related to the license and deslopment of MM-398

In September 2005, Hermes BioSciences, tmddermes, which we acquired in October 200%rext into a license agreement with
PharmaEngine, Inc., or PharmaEngine, under whiehrRaEngine received an exclusive license to rekedavelop, manufacture and
commercialize MM-398 in Europe and certain coustifeAsia. In May 2011, we entered into a new agier@ with PharmaEngine under
which we reacquired all previously licensed riglotsMM-398, other than rights to commercialize MN&in Taiwan. As a result, we now
have the exclusive right to commercialize MM-39&ihterritories in the world, except for Taiwanhere PharmaEngine has an exclusive
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commercialization right. Upon entering into the M2311 agreement with PharmaEngine, we paid Phargia&@a $10.0 million upfront

license fee. In addition, we made a milestone payroe$5.0 million to PharmaEngine in connectiorthadosing the first patient in our Phas
clinical trial of MM-398, which occurred and wasighén the first quarter of 2012. We may be requitednake up to an aggregate of

$75.0 million in additional development and regaigtmilestone payments and $130.0 million in addisil sales milestone payments to
PharmaEngine upon the achievement of specifiedldewent, regulatory and annual net sales milestdPle@rmaEngine is also entitled to
tiered royalties on net sales of MM-398 in Europd aertain countries in Asia. The royalty ratesamttie agreement range from high single
digits up to the low teens as a percentage of etisales of MM-398 in these territories. Undertey 2011 agreement, we are responsible for
all future development costs of MM-398 except thesguired specifically for regulatory approval iniwan. During the year ended

December 31, 2011, we recognized research andafeueht expense of $11.2 million under the May 28dreement with PharmaEngine,
which consisted of a $10.0 million upfront licerfise and $1.2 million of research and developmepéerge reimbursement.

Our financial obligations under other liserand development agreement are summarized belder U—Liquidity and capital
resources—Contractual obligations and commitments."

Financial operations overview
Revenues

We have not yet generated any revenue fnaduct sales. All of our revenue to date has likgived from license fees, milestone
payments and research, development, manufactunsh@ther payments received from collaborationsnarily with Sanofi, and grant
payments received from the National Cancer Ingtitlrt the future, we may generate revenue fronnegbamation of product sales, license fees,
milestone payments and research, development andfatduring payments from collaborations and ragalfrom the sales of products
developed under licenses of our intellectual propé&¥e expect that any revenue we generate wittflate from quarter to quarter as a resu
the timing and amount of license fees, researcrgldpment and manufacturing reimbursements, mitestmnd other payments from
collaborations, and the amount and timing of payimémt we receive upon the sale of our productthe extent any are successfully
commercialized. We do not expect to generate reémaum product sales until 2014, at the earlidstid or our collaborators fail to complete
the development of our product candidates in alyimenner or obtain regulatory approval for thenm, ability to generate future revenue, and
our results of operations and financial positionuld be materially adversely affected.

Research and development expense

Research and development expenses cof#iigt oosts associated with our research and disgactivities, including investment in our
Network Biology approach, conducting preclinicaldies and clinical trials, manufacturing developirefforts and activities related
regulatory filings. Our research and developmeptases consist of:

. employee salaries and related expenses, whichdedtock compensation and benefits for the perdamnaved in our drug
discovery and development activities;

. external research and development expenses incumder agreements with third party contract researganizations and
investigative sites;

. manufacturing material expense fo-house manufacturing and third party manufacturirgganizations and consultan

. license fees for and milestone payments relatéattioensed products and technologies; and
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. facilities, depreciation and other allocated exgsnsvhich include direct and allocated expensescforand maintenance of
facilities, depreciation of leasehold improvemearsl equipment, and laboratory and other supplies.

We expense research and development costswared. Conducting a significant amount of eesk and development is central to our
business model. Product candidates in late stdgdmizal development generally have higher depetent costs than those in earlier stages of
clinical development, primarily due to the incraseze and duration of late stage clinical trisfi& plan to increase our research and
development expenses for the foreseeable futuneaeek to complete development of our five mostiaded product candidates, MM-398,
MM-121, MM-111, MM-302 and MM-151, and to furthethaance our preclinical products and earlier stagearch and development projects.

We use our employee and infrastructurewness across multiple research and developmentareg We track expenses related to our
five most advanced product candidates on a peegtrbpsis. Accordingly, we allocate internal empkyelated and infrastructure costs, as
well as third party costs, to each of these prograie do not allocate to particular developmengmms either stock compensation expen:
expenses related to preclinical programs. Costsatteanot directly attributable to specific clinigaograms or early preclinical activities, such
as general laboratory supplies, wages relatedaredHaboratory services, travel and employeeitrgiand development are not allocated and
are considered general research and discovery s@pen

The following table summarizes our prin¢ipaoduct development programs, including the ezlagtages of development for each product
candidate in development and the research andamsweht expenses allocated to each clinical proclradidate. Prior to May 2011, our
collaborator, PharmaEngine, led the clinical depeient of MM-398 with minimal investment by us.

g#;rs%n(t)f Year ended December 31
(in thousands) Indication development 2009 2010 2011
MM-398 Cancel Phase ! $ — $ 167 $ 18,99¢
MM-121 Cancel Phase : 12,32¢ 18,01« 32,341
MM-111 Cancer Phase 1/Phase - 7,462 15,93¢ 10,09!
plannec

MM -302 Cancel Phase : 94C 4,97¢ 5,12¢
MM-151 Cancel Phase : 3,96( 2,452 10,047
MM-093 Autoimmune Outlicensec 432 6 —
Other preclinica 5,14¢ 8,92¢ 13,19
General research and 5,44¢ 5,01¢ 7,232

discovery
Stock compensatic 1,94z 2,78¢ 3,591
Total research and

development expen: $ 37,65¢ $58,27¢ $ 100,63(

The successful development of our clinaa preclinical product candidates is highly ureiertAt this time, other than as discussed
below, we cannot reasonably estimate the natun@di or costs of the efforts that will be necesgargomplete the remainder of the
development of any of our preclinical or clinicabguct candidates or the period, if any, in whicdtenial net cash inflows from these product
candidates may commence. This is due to the nuraeisks and uncertainties associated with devegp@imgs, including the uncertainty of:

. the scope, rate of progress and expense of oulirapges well as any additional, clinical trials asttier research and
development activities;

. the potential benefits of our product candidatesr @ther therapies;
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. our ability to market, commercialize and achievekatacceptance for any of our product candiddtaswe are developing or
may develop in the future;

. future clinical trial results;
. the terms and timing of regulatory approvals; and
. the expense of filing, prosecuting, defending amfbreing any patent claims and other intellectualperty rights

A change in the outcome of any of theséaldes with respect to the development of a prodantlidate could mean a significant change
in the costs and timing associated with the devakat of that product candidate. For example, ifRB&\ or another regulatory authority were
to require us to conduct clinical trials beyondsaevhich we currently anticipate will be required the completion of clinical development of
a product candidate or if we experience signifigiiays in enroliment in any of our clinical triale could be required to expend significant
additional financial resources and time on the detign of clinical development.

MM-398

MM-398 is currently being evaluated in e&aB 2 clinical trial in pancreatic cancer and pivetal Phase 3 clinical trial as a therapy in
metastatic pancreatic cancer for patients who feilel treatment with gemcitabine. Our currentrastie for the external costs associated with
completing the Phase 3 clinical trial is betweei.8million and $22.0 million. In May 2011, we maaie upfront license payment of
$10.0 million to PharmaEngine. We made a milesfmmgment of $5.0 million to PharmaEngine in conr@civith dosing the first patient in
our Phase 3 trial, which occurred and was paitiénfirst quarter of 2012. We may be required to enagx to an aggregate of $75.0 million in
additional development and regulatory milestonenparyts and $130.0 million in additional sales mdest payments to PharmaEngine upor
achievement of specified development, regulatodyamual net sales milestones. PharmaEngine ieatgited to tiered royalties based on net
sales of MM-398 in Europe and certain countrieAsia. The royalty rates range from high single Wigip to the low teens as a percentage of
our net sales of MM-398 in these territories. Wapaxpect to initiate Phase 2 clinical trials of MB98 in other indications over the next
12 months. In addition, several investigator spoegdrials are ongoing in which the majority of téal clinical trial costs are paid by the
investigators. Investigator sponsored trials ineladPhase 2 clinical trial in colorectal cancdPhase 1 clinical trial in colorectal cancer and a
Phase 1 clinical trial in glioma.

MM-121

We have entered into a license and colkimr agreement related to MM-121 with Sanofi. Urithe terms of the agreement, we are
responsible for leading clinical development thiothase 2 proof of concept trials for each indicatAlthough Sanofi will ultimately be
responsible for manufacturing MM-121 under therige and collaboration agreement, we are currerdlyufacturing MM-121 for use in
ongoing clinical trials. Sanofi will assume respibiigy for all manufacturing of MM-121 at such teras material is needed for Phase 3 clinical
trials. All expenses related to manufacturing aauired to be reimbursed by Sanofi. Sanofi paysrtign of the estimated manufacturing
campaign costs upfront and the remainder duringugroth completion of the manufacturing campaigndeoadance with an agreed upon
budget. We separately record revenue and expensagmss basis under this arrangement. Sanasmonsible for all development and
manufacturing costs of MM-121. We are currentlyaweting four Phase 2 clinical trials and five Phasdinical trials of MM-121 in multiple
cancer types. During the third quarter of 2010 reeeived a $10.0 million milestone payment from@afor dosing the first patient in a proof
of concept Phase 2 clinical trial of MM-121 in bseaancer. During the fourth quarter of 2011, weeieed a $10.0 million milestone payment
from Sanofi for dosing the first patient in a pradf
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concept Phase 2 clinical trial of MM-121 in non-dinsell lung cancer. During the first quarter of120 we received a $5.0 million milestone
payment from Sanofi for dosing the first patientiproof of concept Phase 2 clinical trial of MM11ia ovarian cancer.

MM-111
We are currently conducting three Phasknical trials of MM-111 in multiple cancer types.
MM-302
We are currently conducting one Phaserficdi trial of MM-302 in breast cancer.
MM-151
We are currently conducting one Phasericdl trial of MM-151 in solid tumors.
General and administrative expense

General and administrative expense congistgarily of salaries and other related costspfarsonnel, including stock-based compensation
expenses and benefits, in our executive, legall@dtual property, business development, finapoe;hasing, accounting, information
technology, corporate communications, investortia@ia and human resources departments. Other demefadministrative expenses include
employee training and development, board of dimsatosts, depreciation, insurance expenses, jaodiated costs not otherwise included in
research and development expense, and profes$gmsafor legal services, including patent-relategesses, pre-commercial consulting costs,
and accounting and information technology servigés.expect that general and administrative expeiilsencrease in future periods in
proportion to increases in research and developarghiis a result of increased payroll, expandedstriicture, increased consulting, legal,
accounting and investor relations expenses assdarth being a public company and costs incuroeseek collaborations with respect to any
of our product candidates.

I nterest income and interest expense

Interest income consists of interest eaoredur cash and cash equivalents and short-teresiments. Interest expense consists of
expense incurred to finance equipment, office tumeiand fixtures and noncash interest expensgnéed on proceeds received from series F
convertible preferred stock investors.

As more fully described in Note 13 to oonsolidated financial statements appearing at tideoé this Annual Report on Form 10-K, in
July 2010, in connection with a review of our caiqde records, we determined that we may not hatedredd all of the required stockholder
approvals to amend our articles of organizatioattthorize shares of series F convertible prefesteck that we agreed to issue in November
2007 and April 2008. As a result, in October 2048,conducted an exchange offer in which we providedstors to whom we had agreed to
issue and sell shares of series F convertible pesfestock in 2007 and 2008 with the opportunitaequire shares of properly authorized
series F convertible preferred stock. All of thédeos of shares of series F convertible prefertedksaccepted our offer and received new,
properly authorized shares of series F converpibdéerred stock. We recorded series F proceeds/egt advance of the exchange offer as a
short term liability and recognized noncash imputddrest expense for financial statement purpof&4,805,000 for the year ended
December 31, 2009, and $3,673,000 for the yearceBeeember 31, 2010, which we collectively refeasathe series F amount. Upon
completion of the exchanges of series F converfitdderred stock in October 2010, the series F arwas relieved and we recorded the in
investment of $5.10 per share as convertible predlestock and the accrued noncash interest expéi$se2,974,000 as additional paid-in
capital.
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Other income (expense)

Other income and other expense primarilys@gi of gains and losses on the change in valdeiaue to expiration of preferred stock
warrants, the recognition of federal and state sped tax incentives and other one-time incomexperse-related items.

Critical accounting policies and significant judgments and estimates

Our management's discussion and analysiardinancial condition and results of operatismbased on our consolidated financial
statements, which we have prepared in accordartbegenerally accepted accounting principles inUh&ed States. The preparation of these
consolidated financial statements requires us tkenestimates and assumptions that affect the mgharnounts of assets and liabilities and the
disclosure of contingent assets and liabilitiethatdate of the financial statements, as well as¢ported revenues and expenses during the
reporting periods. We evaluate our estimates agigments on an ongoing basis. Estimates includenteveecognition, useful lives with
respect to long-lived assets and intangibles, Y@minaf stock options, convertible preferred steekrants, contingent consideration, accrued
expenses, intangible assets, goodwill, in-processarch and development and tax valuation resefedase our estimates on historical
experience and on various other factors that wielrbre reasonable under the circumstances, shég@f which form the basis for making
judgments about the carrying value of assets afudities that are not readily apparent from otheurces. Our actual results may differ fr
these estimates under different assumptions oritonsl

While our significant accounting policiag anore fully described in Note 3 to our consokhfinancial statements appearing at the et
this Annual Report on Form 10-K, we believe that thllowing accounting policies are the most catito aid you in fully understanding and
evaluating our financial condition and results pémtions.

Revenue recognition

We enter into biopharmaceutical productali@ment agreements with collaborators for theareseand development of therapeutic and
diagnostic products. The terms of these agreemmeaysinclude nonrefundable signing and licensing féending for research, development
and manufacturing, milestone payments and royatteany product sales derived from collaboratidis.assess these multiple elements in
accordance with the Financial Accounting Stand&uksrd, or FASB, Accounting Standards Codificati@ 8Revenue Recognitigrin order tc
determine whether particular components of thengement represent separate units of accounting.

In January 2011, we adopted new authorgajuidance on revenue recognition for multipleretat arrangements. This guidance, which
applies to multiple element arrangements enteriedanmaterially modified on or after January 1120amends the criteria for separating and
allocating consideration in a multiple element agament by modifying the fair value requirementsrévenue recognition and eliminating the
use of the residual method. The fair value of dghbles under the arrangement may be derived adimgt estimate of selling price if vendor
specific objective evidence and third-party evideace not available. Deliverables under the arnawege will be separate units of accounting
provided that a delivered item has value to theéotusr on a stand-alone basis and if the arrangedus not include a general right of return
relative to the delivered item and delivery or pemfance of the undelivered item is considered grleband substantially in the control of the
vendor. We also adopted guidance that permitsebegnition of revenue contingent upon the achieverofa milestone in its entirety, in the
period in which the milestone is achieved, onlth# milestone meets certain criteria and is comsitieo be substantive. We did not enter into
any significant multiple element arrangements otemally modify any of our existing multiple elentearrangements during the year ended
December 31, 2011. Our existing license and cottzimm
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agreements continue to be accounted for underqusli issued revenue recognition guidance for mplalttlement arrangements and milestone
revenue recognition, as described below.

We recognized upfront license paymentsasmue upon delivery of the license only if thetise had stand-alone value and the fair value
of the undelivered performance obligations couldiegermined. If the fair value of the undeliverestfprmance obligations could be
determined, such obligations were accounted foarseply as the obligations were fulfilled. If theelnse was considered to either not have
stand-alone value or have stand-alone value buathgalue of any of the undelivered performanbégations could not be determined, the
arrangement was accounted for as a single unitagfumting and the license payments and paymentsefdormance obligations were
recognized as revenue over the estimated periagheh the performance obligations would be performed

Whenever we determined that an arrangestenild be accounted for as a single unit of acéognive determined the period over which
the performance obligations would be performed rawvenue would be recognized. If we could not reablynestimate the timing and the level
of effort to complete our performance obligatiomsler the arrangement, then we recognized revendeer tine arrangement on a straight-line
basis over the period that we expected to completgerformance obligations, which is reassessed@t subsequent reporting period.

Our collaboration agreements may includditamhal payments upon the achievement of perfocaarased milestones. As milestones are
achieved, a portion of the milestone payment, etputiie percentage of the total time that we haréopmed the performance obligations to
date over the total estimated time to completgptiréormance obligations, multiplied by the amoufnthe milestone payment, is recognized as
revenue upon achievement of such milestone. Thairgng portion of the milestone will be recognizmger the remaining performance peri
Milestones that are tied to regulatory approvalrayeconsidered probable of being achieved unthsapproval is received. Milestones tied to
counterparty performance are not included in ouemeie model until the performance conditions are me

To date, we have not received any royadtynpents or recognized any royalty revenue. Wenadbgnize royalty revenue upon the sale of
the related products, provided we have no remaiperfprmance obligations under the arrangement.

We record deferred revenue when paymestsegeived in advance of the culmination of theniegs process. This revenue is recognized
in future periods when the applicable revenue reitmg criteria have been met.
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Accrued expenses

As part of the process of preparing finahstatements, we are required to estimate ac@xjegehses. This process involves identifying
services that have been performed on our behal&atichating the level of services performed andasociated costs incurred for such
services where we have not yet been invoiced arailse notified of actual cost. We record thesereges in our consolidated financial
statements as of each balance sheet date. Exanfgssmated accrued expenses include:

. fees due to contract research organizations inexion with preclinical and toxicology studies atishical trials;
. fees paid to investigative sites in connection wlthical trials; anc
. professional service fees.

In accruing service fees, we estimate ithe period over which services will be provided &inel level of effort in each period. If the act
timing of the provision of services or the levelaffort varies from the estimate, we will adjus¢ tccrual accordingly. In the event that we do
not identify costs that have been incurred or waenror overestimate the level of services perforoetthe costs of such services, our actual
expenses could differ from such estimates. The alatghich some services commence, the level ofeEs\performed on or before a given
date and the cost of such services are often digeteterminations. We make estimates based upofatts and circumstances known to L
the time and in accordance with generally acceptedunting principles in the United States. Thereehbeen no material changes in estimates
for the periods presented.

Contingencies

We manufacture MM-121 under a license asithiooration agreement with Sanofi. Under this agrent, Sanofi reimburses us for direct
costs incurred in manufacturing. During 2009 anti®@ve utilized a third party contractor to perfdiithfinish manufacturing services. This
third party contractor experienced FDA inspectiesuies with its quality control process that resliltea formal warning letter from the FDA.
Following a review by Sanofi and us, some MM-12Xk\palled from clinical trial sites and replacedmiM-121 that was filled by a different
contractor. Sanofi has requested that we assurardial responsibility for the MM-121 material thvaas pulled from clinical trial sites. We
have disputed Sanofi's request and are currentbowfimg the dispute resolution provisions of ourelnse and collaboration agreement. If the
executive officers appointed by Sanofi and us abile to resolve the request, then Sanofi may stque submit the matter to binding
arbitration. In the event that binding arbitratisrpursued and we are found financially respondiiehe MM-121 material that was pulled
from clinical trial sites, we may be required tammburse Sanofi. The arbitration process is inhéyanicertain, and we cannot guarantee the
outcome of arbitration, if it were to occur, woudd favorable for us. We do not believe that a tetsted to this matter is probable.
Accordingly, no accrual related to this matter baen recorded as of December 31, 2011. We estilmattéhe potential payment range for this
reimbursement may be between $0 and $4.8 milli@seB on the revenue recognition model for manufiacfservices under the license and
collaboration agreement, we estimate that a patergimbursement of between $0 and $4.8 million ida@asult in a reduction of revenue of
between $0 and $0.9 million in the accompanyingsotidated statement of operations.

Stock-based compensation

We account for stock-based compensatiomégsuring and recognizing compensation expensalfstock-based awards made to
employees, including stock options, based on tlimated grant date fair values. For employees, sethe straight-line method to allocate
compensation expense to
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reporting periods over each optionee's requisitéicseperiod, which is generally the vesting peribdr non-employees, we record awards at
fair value, periodically remeasure awards to reflee current fair value at each reporting perant] recognize expense over the related service
period. When applicable, we account for these gdnsttruments based on the fair value of the carsiibn received or the fair value of the
equity instrument issued, whichever is more rejiabkasurable.

We estimate the fair value of stock-basgdrds to employees and non-employees using the&kEaholes option valuation model.
Determining the fair value of stock-based awardgiires the use of highly subjective assumptiorduting volatility, the calculation of
expected term, risk free interest rate and thevidine of the underlying common stock on the déigrant, among other inputs. The
assumptions used in determining the fair valuaafksbased awards represent our best estimateshwhiolve inherent uncertainties and the
application of judgment. As a result, if factorsaoge, and different assumptions are used, our tdwstbck-based compensation could be
materially different in the future.

The expected volatility rate that we usedtue stock option grants is based on historio#dtiities of a peer group of similar companies
whose share prices are publicly available. The geaup includes companies in the pharmaceuticabéotdchnology industries in a similar
stage of development, with a comparable marketaiggztion or a similar clinical focus. Because @eenot have a sufficient history to estim
the expected term, we use the simplified methoagétimating the expected term. Under this approhehweighted-average expected life is
presumed to be the average of the vesting ternttendontractual term of the option for each trandie riskfree interest rate assumption v
based on zero coupon U.S. treasury instrumenth#thterms consistent with the expected term oftbek option grants.

We recognize compensation expense for thr@yportion of options that are expected to vestohdingly, expected future forfeiture rates
of stock options have been estimated based onistarical forfeiture rate, as adjusted for knowertils. Forfeitures are estimated at the time of
grant. If actual forfeiture rates vary from histai rates and estimates, additional adjustmentergpensation expense may be required in
future periods.
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The following table sets forth informatiasith respect to stock options granted from Janda®008 through the date hereof:

Per share

Per share weighted

estimated fair average

value of estimated fair

Number of Exercise price common value of

Date of issuance shares per share stock options
May 5, 200¢ 344,400 $ 332 $ 332 $ 2.0¢
September 22, 20( 2,386,95! 1.81 1.81 1.1C
January 30, 200 184,20( 1.81 1.81 1.14
February 10, 200 175,00( 1.81 1.81 1.14
April 29, 2009 12,00( 1.81 1.81 1.1¢
June 9, 200! 85,00( 1.81 1.81 1.17
June 23, 200 22,40( 1.81 1.81 1.1¢
November 5, 200 3,567,05! 2.1z 2.1z 1.3¢
November 11, 200 164,50( 2.1z 2.1z 1.41
December 7, 200 28,47 2.12 2.12 1.41
February 1, 201 460,00( 2.1z 2.1z 1.44
February 9, 201 68,47¢ 2.1z 2.1z 1.44
May 12, 201( 348,50( 2.1z 2.1z 1.4C
August 24, 201( 20,00( 2.6¢ 2.6¢€ 1.74
August 25, 201( 93,40( 2.6¢ 2.6¢ 1.74
October 15, 201 1,523,42 2.6¢ 2.6¢ 1.72
December 9, 201 60,00( 2.6¢ 2.6¢ 1.64
December 15, 201 59,90’ 2.6¢€ 2.6¢ 1.7¢
December 22, 201 350,00( 2.6¢ 2.6¢ 1.7
May 3, 2011 1,967,36! 5.54 5.54 3.57
August 2, 201! 67,10( 6.37 6.37 4.0¢
November 2, 201 315,00( 6.7¢ 6.7¢ 4.2¢

The per share estimated fair value of comstock in the table above represents the detetimimby our board of directors of the fair
value of our common stock as of the date of grtaking into consideration various objective andjscative factors, including the conclusions,
if applicable, of contemporaneous valuations of@ammon stock as discussed below. We computedethehyare weighted average estimated
fair value for stock option grants based on thecBi&choles option valuation model.

Historically, we have granted stock optiah&xercise prices equal to the estimated faireszaf our common stock. Due to the absence of
an active market for our common stock, the faiuedbor purposes of determining the exercise piicestfock option grants was determined by
our board of directors, with the assistance andiupe recommendation of management, in good faifieth on a number of objective and
subjective factors including:

. the prices of our convertible preferred stock goldr exchanged between outside investors in dem&th transactions, and the
rights, preferences and privileges of the conviertiseferred stock as compared to those of our comstock, including the
liquidation preferences of the convertible prefdrséock;

. our results of operations, financial position ane $tatus of research and development effortaydinag clinical trial data for the
various compounds under development;

. the composition of, and changes to, our managetaant and board of directors;
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. the lack of liquidity of our common stock as a ity company;

. the material risks related to our busine

. achievement of enterprise milestones, includinglte®f clinical trials and entering into collabtcem and license agreements;
. the market performance of publicly traded compairidke life sciences and biotechnology sectord,raeently completed

mergers and acquisitions of companies comparahls;to
. external market conditions affecting the life sciemand biotechnology industry sectc

. the likelihood of achieving a liquidity event fdret holders of our common stock and stock optiamsh g1s an initial public
offering, given prevailing market conditions; and

. contemporaneous valuations prepared in accordaiticengthodologies outlined in the American Insgtof Certified Public
Accountants Practice Aid/aluation of Privately-Held-Company Equity Secestissued as Compensation the Practice Aid.

Based on these factors, our board of directorstgdamptions at exercise prices that increased $2rh2 per share in 2010 up to $6.78 per s
in 2011.

In determining the exercise prices of théans set forth in the table above granted in 281@ 2011, our board of directors considered the
most recent contemporaneous valuations of our camstaxk, which were prepared by an external coastlis of October 6, 2009, August
2010, March 31, 2011, July 31, 2011 and OctobeR@Z1, and based its determination in part on tiadyses summarized below.

For the options listed above granted in®2@id 2011, we used the market approach, spedbjfited guideline public company and the
guideline transaction methods, to estimate therprise value of our company by comparing it to gmpublicly traded companies and
acquisition transactions. In addition, the valuagi@onsidered the prices paid for our preferredksitorecent arm's length market financing
transactions, most notably, transactions in Aug040 in which one of our preferred stockholdersl stilares to several unrelated third parties
and our series G convertible preferred stock fimancompleted in April 2011. Given the complex ¢apstructure of our company, it was also
necessary to allocate the aggregate equity valtheetgarious classes of our outstanding capit@kstocluding several series of convertible
preferred stock and our common stock.

We used the probability-weighted expecttdm method to allocate the enterprise valueBga@bmmon stock. Under this method, the
value of the common stock is estimated based upamalysis of future values for our company assgmarious investment outcomes, the
timing of which is based, in part, on the plan®of board of directors and management. Under fhpscach, share value is derived from the
probability-weighted present value of expectedeinvestment returns, considering each of theiplessutcomes available to us, as well as
the economic and control rights of each share cléss fair value of our common stock was estimatsidg a probability-weighted analysis of
the present value of the returns afforded to comstookholders under several future stockholdera@xiquidity event scenarios, either
through (1) an initial public offering, or IPO; (2)trade sale of our company at a premium to cutmelamounts invested by preferred stock
investors; or (3) a trade sale of our company\atlae below the cumulative liquidation preferent¢éhe preferred stockholders.

The individual stockholder exit or liquigiscenarios considered in each analysis depend#dtea@pecific facts and circumstances, both
internal and external, present as of each valuatite. For the October 6, 2009 valuation, we camsid the following significant events:

. In September 2009, we entered into a license all@bovation agreement with Sanofi for the-development an
commercialization of MM-121, which included an wpft $60.0 million license fee, future clinical dedmment and sales
milestone payments and future royalty
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payments, depending on the success of MM-121. Gteeanent also provided that Sanofi would reimbusséor all direct
development and manufacturing costs incurred imeotion with MM-121.

. In October 2009, we completed the acquisition ofritss, through which we expanded our discovery défied into the area c
targeted liposomes and added the MM-398 developpregram.

As a result, in October 2009, we utilized probability-weighted expected return method, thedexit events considered included one
short-term IPO scenario, one long-term IPO scendsio separate trade sale scenarios at premiuthg toumulative liquidation preference of
the preferred stockholders and a fifth scenarigymméng a sale below the aggregate convertible pegfestock liquidation preference.

Subsequently, in January 2011, we recegpasitive Phase 2 clinical results for MM-398 inbb@lancreatic and gastric cancer indications.

As a result of the positive data from these tritis,continued progress of our MM-121 and MM-11lihichl programs, the filing of an IND for
MM-302 and the further expansion of our preclinidaVelopment pipeline, beginning with the March 3111 valuation and continuing
through the October 17, 2011 valuation, a third-tmage IPO scenario was added and the sale beloagtregate convertible preferred stock
liquidation preference was removed. This third loase IPO scenario was added to better reflectqbeceations of our board of directors and
management with respect to the potential liquiditfcomes for our company as of the valuation datsidering, in part, the number of
compounds in our clinical development pipeline #relanticipated level of future funding necessarinitiate multiple Phase 2/3 clinical trials
for two or more of these development programs demglously.

The future values of our common stock & fRO scenarios and the trade sale scenarios wemgaéed by application of the market
approach based on certain key assumptions, ingudia following:

. expected pre-money IPO valuations from recentlymeted initial public offerings;
. estimated third party trade sale values based@ntdransactions involving biotechnology or biophaceutical companies; and
. expected dates for a future IPO or trade sale nEompany

For the sale above the preferred stockdafion preference scenario, the future commorkstatue was estimated based on certain
assumptions, including the estimated aggregatemitge value that could be attained through susal@aand the estimated expected date of the
future sale. The present values of our common stader each scenario were then calculated by agplyirisk-adjusted discount rate and then
probability-weighting those present values basedwrestimate of the relative probability of eackrgrio.

Finally, the estimated fair value of ourrcoon stock was reduced by a discount for lack aketability. The discount for lack of
marketability was analyzed based on the restriddetors inherent in privately held common stockia@ag other considerations, the
determination of an appropriate discount for latknarketability, was based in part on a put-optioodel that considers variables such as time
to liquidity, volatility and the risk-free rate. Bad on these analyses and consideration of liguiddtrictions, discounts for lack of
marketability ranging from 7.5% to 5.0% were apglidepending on the presumed timing of the exiheve
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Stock option grants from February 1, 2010 to May 210

Our board of directors granted stock option February 1, 2010, February 9, 2010 and MaQ20, with each having an exercise price
of $2.12 per share. In addition to the objectivd anbjective factors discussed above, our boadirettors also considered input from
management and the valuation as of October 6, 2088agement determined that no significant eventgteer circumstances had occurred
between October 6, 2009 and May 12, 2010 that windlidate there was a change in the fair valueunfommmon stock during that period. ~
specific facts and circumstances considered byoard of directors for the October 6, 2009 valuatiwluded the following:

. execution of a license and collaboration agreemtht Sanofi for the development and commercialaanf MM-121 in
September 2009, as described above;

. completion of the acquisition of Hermes in OctoB@09, expanding our discovery capabilities intodhea of targeted
liposomes, including the MM-398 development program

. filing of an IND for MM-111;
. out-licensing of MM-093 to GTC; and

. continued dislocation in the public and privateitapnarkets resulting from weakness in macroecdon@onditions and th
global credit and liquidity crisis.

In the October 6, 2009 valuation, the stenn IPO scenario assumed a liquidity event iy 20110 and the long-term IPO scenario
assumed an exit event in October 2011. In appliegnarket approach under both IPO scenarios,stasaumed that all development
programs, including MM-121 and MM-111, would continto advance in the clinic through the time o&ait event. The guideline public
company method as described in the Practice Aidusad to apply the market approach to both IPOas@en Market data on pre-money IPO
valuations for biotechnology companies that werltlipuin the period from 2005 to 2008 was analyzadar this method. From this set of data,
a narrower sub-set of comparable companies wastsdlerhich had product candidates in various stafjdsug development ranging from
discovery stage to Phase 3 clinical trials. Theell enterprise values for the short-term IPOat@emnd the long-term IPO scenario were at
or above the high-end of the observed range ofRflemarket data based on consideration of our NétBmlogy approach, the collaboration
agreement with Sanofi, the recently completed Heratgjuisition and progress made in our ongoingldpagent programs.

In applying the market approach to estinoateaggregate future enterprise values underdbe-base and high-case trade sale scenarios,
the high-case scenario assumed all developmentareg including MM-121 and MM-11, would advance in the clinic until the timeadtfrade
sale, while the base-case scenario assumed onererpmogram would experience a clinical delay dbaek prior to an exit event. oth trade
sale scenarios, the liquidity event was assumeddar in October 2012. In applying the market apphoto the trade sale scenarios, the
guideline transaction method was utilized. Undé& thethod, sale transactions of similar privatadsibnology companies were analyzed. The
values utilized were supported by published tratsacalues between 2006 and 2008 involving comgareompanies with product candide
in various stages of drug development, ranging fdisnovery stage to Phase 3 clinical trials. linesting our enterprise value, consideration
was given to those transactions for companiesvikat in a comparable stage of development as we eigrected to be in as of October 2012.
The selected enterprise value for the base-casaoavas based on consideration of the mediaheo€bmparable transaction values, and the
selected enterprise value used in the high-casegoevas based on consideration of comparablsacion values between third quartile and
the maximum of the observed range.

In the sale at a price below liquidatiorfprence scenario, a sale of our existing researdhintellectual property was assumed as of
October 2012, at a value that would not allow prefd
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stockholders to realize their full liquidation peeénce. The fair value of our common stock undierekit scenario was determined by reducing
the total estimated enterprise value by the ligintiapreferences of convertible preferred sharksfavhich would receive more value based
on their liquidation preferences plus accrued dinids, as opposed to converting to common stock.

Under all the exit scenarios consideretheprobability-weighted expected return method,ftir value of our common stock was
calculated using the estimated future enterprisgatians, a risk-adjusted discount rate of 30.0%eleon the inherent risk of a hypothetical
investment in our common stock, and a discountafok of marketability which ranged between 5.0%hia short-term IPO scenario to 7.5% in
all other assumed liquidity events. The risk-adjdsiiscount rate was based on consideration of#ighted average cost of capital for
comparable biotechnology companies adjusted fompemy specific risk factors, the venture capitatsadf return detailed in the Practice Aid,
and an analysis of other quantitative and qualigafactors considered pertinent to estimating ieeadint rate.

In the October 6, 2009 valuation, prob#&pilveightings of 20.0% were used for the short-tamd long-term IPO scenarios, 30.0% and
10.0% were used for the base-case and high-cakegdede scenarios, respectively, and 20.0% wasfasélae sale at a price below liquidation
preference scenario. The probability weightingsgaesd to the respective exit scenarios were prigmhased on consideration of our various
drug development programs, industry clinical suseages, our expected near-term and long-term fgnaiquirements, and an assessment of
the current financing and biotechnology industryiemments at the time of the valuation. The resglivalue, which represented the estimated
fair value of our common stock as of October 6,206as $2.12 per share.

Stock option grants from August 24, 2010 to Decer2pe2010

Our board of directors granted stock option August 24, 2010, August 25, 2010, Octobe20%0, December 9, 2010, December 15,
2010 and December 22, 2010, with each having arciseeprice of $2.69 per share. In addition todbgective and subjective factors discussed
above, our board of directors also considered iffpat management and the valuation as of Augus2@40. The increase in share value from
the October 6, 2009 valuation was primarily atttéle to increases in the selected enterprise satuthe long-term IPO and the base-case
trade sale scenarios and a decrease in the pritpalsighting assigned to the sale at a price bdlquidation preference scenario. The specific
facts and circumstances considered by our boad@tedtors in assessing these key valuation assampincluded the following:

. transactions in August 2010 in which one of ourfgnred stock investors sold shares of series Bes€r and series D
convertible preferred stock to several unrelatéd tparties in arm's length transactions;

. initiation in July 2010 of a randomized, doublendliPhase 2 clinical trial of M-121 in combination with exemesta
(Aromasin) in breast cancer patients; and

. difficult conditions in the IPO and merger and asiion markets, which resulted in an extensiomhef assumed timing for
liquidity event in all of the scenarios considenedhe probability-weighted expected return method.

In applying the market approach to estinoatefuture enterprise values under the IPO exihados, as described previously, it was
assumed that a liquidity event would occur in Nobem2011 in the short-term scenario and in Aug04224n the long-term scenario. The
valuation methodologies and underlying assumptigitiged to apply the market approach under the ligQidity scenarios were consistent
with those employed in the October 6, 2009 valuet®iven our development pipeline, which includeke clinical programs (MM-398, MM-
121 and MM-111) and four additional compounds iriougs stages of preclinical development (MM-302, MBI1, MM-141 and MM-131) as
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of the valuation date, the selected enterpriseeveduhe short-term scenario was based on the preemlPO market data for transactions
between the third quartile and the maximum of theeoved range. The selected aggregate enterptiseinghe long-term scenario was based
on consideration of the high-end of the observegeaof transaction values and assumed our threeadweanced development projects (MM-
398, MM-121 and MM-111) would continue their positiclinical progression.

In applying the market approach to estinateaggregate future enterprise values undemtbdrade sale scenarios, as described
previously, it was assumed that a liquidity eveotild occur in August 2013 for the base-case scereud in February 2013 for the high-case
scenario. The valuation methodologies and undeglggsumptions utilized to apply the market appraadter the trade-sale scenarios were
consistent with those employed in the October 692@aluation. The selected enterprise value utllinethe base-case scenario considered the
median of the observed range of comparable transacalues. The selected enterprise value for ifle-base scenario was based on the
comparable transaction values between the thirdiitpiand the high-end of the observed range. Véarasd we would make significant
progress and achieve certain key milestones witheret to our development pipeline by the time dersale was consummated, including
assumptions that our three most advanced develdgngects (MM-398, MM-121 and MM-111) would conti@ their positive clinical
progression, one or more additional compounds wentdr Phase 1/2 trials, including MM-302, and salvether compounds would near
Phase 1 trials (MM-151, MM-141 and MM-131).

In the sale at a price below liquidatiorfprence scenario, a sale of our existing researdhintellectual property was assumed as of
August 2013, at a value that would not allow thef@mred stockholders to realize their full liquidat preference. The valuation methodologies
and underlying assumptions utilized in this scenaére consistent with those employed as of Oct6p2010.

Under all the exit scenarios consideretheprobability-weighted expected return method,ftir value of our common stock was
calculated using the estimated future enterprideatians, a risk-adjusted discount rate of 30.0%eblzon the inherent risk of a hypothetical
investment in our common stock, and a discountafok of marketability which ranged between 5.0%hia short-term IPO scenario to 7.5% in
all other assumed liquidity events. The risk-adjdsiiscount rate was based on consideration of#ighted average cost of capital for
comparable biotechnology companies adjusted fompemy specific risk factors, the venture capitatsadf return detailed in the Practice Aid,
and an analysis of other quantitative and qualigafactors considered pertinent to estimating ieeadint rate.

In the August 24, 2010 valuation, probapilveightings of 20.0% were used for the short-tamd long-term IPO scenarios, respectively,
10.0% and 35.0% were used for the high-case areldaas® trade sale scenarios, respectively, and 1w@¥wsed for the sale below liquidat
preference scenario. The probability weightingsgaesd to the respective exit scenarios were prijmhased on consideration of our various
drug development programs, industry clinical susgages, our expected near-term and long-term fgnaiquirements, and an assessment of
the current financing and biotechnology industryiemments at the time of the valuation. The resglvalue, which represented the estimated
fair value of our common stock as of August 24,®04as $2.69 per share. Management determineaaehsignificant events or other
circumstances had occurred between August 24, 20d@ecember 22, 2010 that would indicate thereanasange in the fair value of our
common stock during that period.

Stock option grants on May 3, 2011

Our board of directors granted stock option May 3, 2011 with an exercise price of $5.54ghare. In addition to the objective and
subjective factors discussed above, our boardrettirs also considered input from managementtadaluation as of March 31, 2011. The
increase in share
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value from the August 24, 2010 valuation was primattributable to increases in the selected gmise values in the long-term IPO, short-
term IPO and high-case trade sale scenarios, aa@®ein estimated time until a liquidity event atle of the exit scenarios and the addition of a
third low-case IPO scenario and the eliminatiothef sale at a price below liquidation preferenanado. The specific facts and circumstances
considered by our board of directors in assess$ieget key valuation assumptions included the folgwi

. positive results in January 2011 indicating that -398 met its primary endpoint in a Phase 2 clinidal for patients witf
metastatic pancreatic cancer who had failed préattment with gemcitabine;

. positive Phase 2 clinical trial results in Janu2®¢1 for MM-398 as a second line therapy for pasievith gastric or
gastroesophageal junction adenocarcinoma;

. completion of a series G convertible preferredlsfatancing on April 6, 2011 in which we sold 1Irlllion shares at $7.00 p
share for aggregate proceeds of approximately $ilion;

. execution of a term sheet with PharmaEngine in rlyr2011 and determination by management as ofaheation date of a
high likelihood that a final agreement would be@xed under which we would reacquire the major Asid Europe country
rights to commercialize and market MM-398;

. filing of an IND in February 2011 for MM-302; and

. positive equity market conditions and performarareplublicly traded biotechnology and biopharmacmltcompanies

The market approach was used to estimataggregate future enterprise values under threarate IPO scenarios, as described
previously. The short-term scenario assumed adityueévent in December 2011, the long-term scerasBumed a liquidity event in June 2012,
and the low-case IPO scenario assumed a liquidintein September 2012. The valuation methodologiesunderlying assumptions utilized
to apply the market approach under the short-terdnl@ng-term IPO liquidity scenarios were consisteith those employed in the August 24,
2010 valuation. The selected future enterpriseevalithe short-term IPO scenario was at the highafithe observed range of IPO market data
based on consideration of the recent series G ctilbleepreferred stock financing at $7.00 per staard our development pipeline as of the
valuation date, which included:

. MM-398, positive Phase 2 data announced in Jar2@ty;
. MM-121, in Phase 2 developme

. MM-111, in Phase 1 developme

. MM-302, IND filed in February 2011,

. MM-151, in advanced preclinical development; and

. three additional compounds in the discovery phisdé¢-310, MM-141 and MNM-131.

The future enterprise value selected indhg-term IPO scenario was above the high-enti@fange of IPO market data and was based
on the considerations listed above, and the assomibiat clinical progress would be made in muétigevelopment programs between the
assumed short-term IPO and long-term IPO liquiddyes. The selected future enterprise value itotliecase IPO scenario was based on
consideration of the IPO market data between ting tjuartile and the high-end of the range andmmagslia clinical set-back or delay in one or
more of our three clinical development programs.

116




Table of Contents

In applying the market approach to estinateaggregate future enterprise values undemtbdrade sale scenarios, as described
previously, it was assumed that a liquidity eveotid occur in June 2013 for the base-case sceraaribin December 2012 for the high-case
scenario. The valuation methodologies and undeglgssumptions utilized to apply the market appraauter the trade-sale scenarios were
consistent with those employed in the August 24, 02¢aluation. The selected enterprise value fobtme-case was based on consideration of
the median of the observed range of comparablsardion values. The selected enterprise valuéhohigh-case sale scenario was based on
consideration of the high-end of the observed rarig®mmparable transaction values.

Based on consideration of our developmélime and the Network Biology approach, the Ma3dh 2011 valuation did not include a
sale at a price below the liquidation preferenanacio.

Under all the scenarios considered in tiodability-weighted expected return method, the ¥alue of our common stock was calculated
using the expected future enterprise valuatiomskaadjusted discount rate of 25.0% based onrtherent risk of a hypothetical investment in
our common stock, and a discount for lack of madkidity of 5.0% in all of the assumed liquidity s@gios. The risk-adjusted discount rate was
based on consideration of the weighted averageofastpital for comparable biotechnology companiggisted for company specific risk
factors, the venture capital rates of return dethiih the Practice Aid, and an analysis of othemtjtative and qualitative factors considered
pertinent to estimating the discount rate.

In the March 31, 2011 valuation, probapiliteightings of 30.0%, 20.0% and 10.0% were usedh® short-term, long-term and low-case
IPO scenarios, respectively, and 15.0% and 25.0% wsed for the high-case and base-case tradecsalarios, respectively. The probability
weightings assigned to the respective exit scegaviere primarily based on consideration of ourasidrug development programs, industry
clinical success rates, our expected near-termanggterm funding requirements, and an assessment aiutinent financing and biotechnolo
industry environments at the time of the valuatibime resulting value, which represented the esécthédir value of our common stock as of
March 31, 2011, was $5.54 per share. Managemeetrdieted that no significant events or other circiamses that had not been taken into
consideration in the March 31, 2011 valuation hecbiored between March 31, 2011 and May 3, 2011wbatd indicate there was a change in
the fair value of our common stock during that peri

117




Table of Contents
Stock option grants on August 2, 2011

Our board of directors granted stock option August 2, 2011 with an exercise price of $@&7share. In addition to the objective and
subjective factors discussed above, our boardrettirs also considered input from managementtadaluation as of July 31, 2011. The
increase in share value from the March 31, 201datedn was primarily attributable to a decreasthestimated time until a liquidity event in
each of the exit scenarios and the increase ingitity of an IPO compared to a trade sale wheimeding the probability of each potential
future liquidity event. The specific facts and cimtstances considered by our board of directorssessing these key valuation assumptions
included the following:

. filing a registration statement for an IPO with ®ecurities and Exchange Commission, or SEC, gn8Ji2011;
. dosing the first patient in July 2011 in our MM-3BBase 1 clinical trial;
. filing of an IND in July 2011 for MM151; anc

. receipt of orphan drug status in July 2011 for MBB3or the treatment of pancreatic cancer.

The market approach was used to estimataggregate future enterprise values under threarate IPO scenarios, as described
previously. The short-term scenario assumed adityuevent in November 2011, the loterm scenario assumed a liquidity event in June;
and the low-case IPO scenario assumed a liquidintein September 2012. The valuation methodologiesunderlying assumptions utilized
to apply the market approach under all scenarios wensistent with those employed in the March2®1,1 valuation.

Under all the scenarios considered in tiodability-weighted expected return method, the ¥alue of our common stock was calculated
using the expected future enterprise valuatiomskaadjusted discount rate of 25.0% based onrtherent risk of a hypothetical investment in
our common stock, and a discount for lack of maidity of 5.0% in all of the assumed liquidity seeios. The risk-adjusted discount rate was
based on consideration of the weighted averageofastpital for comparable biotechnology compamiggisted for company specific risk
factors, the venture capital rates of return dedhiih the Practice Aid, and an analysis of othemgjtative and qualitative factors considered
pertinent to estimating the discount rate.

In the July 31, 2011 valuation, probabilitgightings of 40.0%, 20.0% and 20.0% were usedh®@ishort-term, long-term and low-case
IPO scenarios, respectively, and 10.0% and 10.0%6 wsed for the high-case and base-case tradscgalarios, respectively. The probability
weightings assigned to the respective exit scesaviere primarily based on consideration of ouraussidrug development programs, industry
clinical success rates, our expected near-termiargterm funding requirements, and an assessment @iutinent financing and biotechnolo
industry environments at the time of the valuatiblime resulting value, which represented the esdchédir value of our common stock as of
July 31, 2011, was $6.37 per share. Managementndlieied that no significant events or other circuanses that had not been taken into
consideration in the July 31, 2011 valuation haclio®d between July 31, 2011 and August 2, 201tivtbald indicate there was a change in
the fair value of our common stock during that peéri
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Stock option grants on November 2, 2011

Our board of directors granted stock opion November 2, 2011 with an exercise price of&@er share. In addition to the objective
subjective factors discussed above, our boardrettdirs also considered input from managementtadaluation as of October 17, 2011. The
increase in share value from the July 31, 2011atado was directly attributable to a decrease éndstimated time until a liquidity event in
each of the exit scenarios. The decrease in tiveasid time until a liquidity event correspondedtte time elapsed from July 31, 2011 to
November 2, 2011. No other material assumptionag@ba from the July 31, 2011 valuation to the Octdle 2011 valuation. Manageme
determined that no significant events or otheruitstances that had not been taken into consideritithe October 17, 2011 valuation had
occurred between October 17, 2011 and Novembed P, that would indicate there was a change indfrevfilue of our common stock during
that period.

There are significant judgments and eseématherent in the determination of these valuatidimese judgments and estimates include
assumptions regarding our future performance;ithe to completing an IPO, a trade sale, or otlggridiity event; and the timing of and
probability of continuing to successfully progress various drug development candidates toward cerialization, as well as determinations
of the appropriate valuation methods. If differassumptions had been applied in the valuationsstoek-based compensation expense, net
loss and net loss per share could have been signify different. While the assumptions used tewalte and account for stock-based
compensation awards represents management's besites, these estimates involve inherent uncéigaiand the application of
management's judgment. As a result, if revisioesnaade to the underlying assumptions and estimatiestock-based compensation expense
could vary significantly from period to period.

On March 23, 2012, we and our underwritkstermined the estimated price for our IPO of $€0share. In comparison, our estimate of
the fair value of our common stock was $6.78 perslas of November 2, 2011. In determining thevesgd fair value of $6.78 per share on
November 2, 2011, our board of directors considaredntemporaneous valuation of our common stock @stober 17, 2011 prepared by
external consultant. We note that, as is typicdlPi@s, the estimated price for our IPO was notveeriusing a formal determination of fair
value, but was determined based upon discussidn@éer us and the underwriters. Among the factaswlere considered in setting this price
were existing conditions in the public capital metekand the prospects for our company and the tipdimswhich we operate. Specifically, we
believe that the difference between the fair valileur common stock as of November 2, 2011 anc#tienated price for our IPO was
primarily the result of the following factors:

. Historically, and we believe it is reasonable tpext that, the completion of an IPO increases #tgevof an issuer's comm:
stock as a result of the increase in the liquiditg ability to trade such securities in the pubiarket. In addition, our convertit
preferred stock currently has substantial econoights and preferences over our common stock. Stimated price for our IP
necessarily assumed that the IPO has occurredyle puarket for our common stock has been createltlaat our preferred
stock has converted into common stock in connedgtiitim the IPO.

. Since November 2, 2011, we achieved important maifess in the clinical development of our most adeahproduct candidat:
and generally continued to advance the developwfahtese product candidates, as described in netegl dbelow, which has
had a positive impact on the fair value of our camrstock:

. in November 2011, we dosed the first patient irhage 2 clinical trial of MI-121 in noi-small cell lung cance
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. in December 2011, the FDA notified us that a chihitold had been released for our IND for MM-151d én
January 2012, we dosed the first patient in a Phadimical trial of MM-151 in solid tumors;

. in January 2012, we dosed the first patient invatal Phase 3 clinical trial of MM-398 for the ttegent of patients with
metastatic pancreatic cancer who have previouibdf&reatment with gemcitabine;

. in February 2012, we dosed the first patient imade 2 trial of MN\-121 in ovarian cancer; al

. we generally continued clinical advancement of MME1IMM-302 and MM-151 in accordance with our overal

development plans.
Acquisition

In connection with our acquisition of Hesneve recorded the assets acquired, liabilitiegrasd, contractual contingencies and contin
consideration at their fair value on the acquisititate. The purchase price allocation process regjmianagement to make significant estim
and assumptions at the acquisition date, espeeidtyrespect to intangible assets and estimatetirggent consideration payments.

Although we believe the assumptions aniineges we have made with respect to the Hermedsitign were reasonable and appropriate,
they were based in part on management's judgmeinérmation obtained from the management of ttuaed company and are inherently
uncertain. Examples of critical estimates in vajuihe estimated contingent consideration and cedfaihe intangible assets we have acquired
include the following:

. estimated fair value of the acquisit-related contingent consideration, which was peréatmsing a probabili-weighted
analysis of future liquidity events;

. future expected cash flows of research and devedaparctivities and future expected cash flows fproduct sales and license
agreements; and

. discount rates

Unanticipated events and circumstances aeayr which may affect the accuracy or validitysath assumptions, estimates or actual
results. Additionally, any change in the fair vabfehe acquisitiorrelated contingent consideration subsequent tacheisition date, includir
changes from events after the acquisition datd) asachanges in our estimate of the probabilityenfain future liquidity events, will be
recognized in earnings in the period of the estthdair value change. A change in fair value ofdbquisition-related contingent consideration
could have a material affect on the statement efatpns and financial position in the period af thange in estimate.
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Results of operations

Comparison of the years ended December 31, 2010 and 2011

Year ended

December 31,
(in thousands) 2010 2011
Research and development rever $ 20,30t $ 34,21
Research and development exper 58,27¢ 100,63(
General and administrative expen 11,38 14,45¢
Contingent consideratic (7€) —
Loss from operation (49,17¢) (80,869
Interest incomt 74 56
Interest expens (3,726 (13
Other income 2,66¢ 1,15(
Net loss before income taxes and -controlling interes (50,159 (79,67¢)
Benefit from income taxe — —
Net loss $ (50,159 $ (79,67¢

Research and development rever

Revenues for 2011 were $34.2 million, coragdo $20.3 million for 2010, an increase of $1/8ilion, or 68%. This increase resulted
from increases in milestone, manufacturing andareteand development revenues recognized undepotlabdoration agreement with Sanofi.

Research and development expe

Research and development expenses for@6id $100.6 million, compared to $58.3 million &8¥10, an increase of $42.3 million, or
73%. This increase was primarily attributable to:

. $18.9 million of increased MI-398 spending due to a $10.0 million upfront licepagment made to PharmaEngine in May
and costs associated with preparing to initiatbasE 3 clinical trial;

. $14.3 million of increased MI-121 spending due to initiation of two new clinit@ls and increased spending on ongc
clinical trials;
. $7.6 million of increased MM-151 spending due tor@ased toxicology and other preclinical costsiireniin preparation of

initiating a Phase 1 clinical trial, including a.8illion license fee under our agreement withrAab;

. $6.5 million of increased spending on preclinicalguwct candidates and other general unallocatednasand development d
to an increase in the number of preclinical prograamd

. $0.8 million of increased stock compensation expehse to increased headcount.
These increases were partially offset by a decreB$86.8 million in MM-111 spending due to the timgiof clinical and manufacturing costs.
General and administrative expense

General and administrative expenses fol 2@dre $14.5 million, compared to $11.4 million 810, an increase of $3.1 million, or 27%.
This increase was primarily attributable to theitignof
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stock option grants to our directors, the impaatutstanding non-employee stock options, whichnaaeked to market, and increased labor and
labor-related costs due to an increase in headcount

Contingent consideration

Contingent consideration for 2011 was $0npared to a benefit of $0.2 million for 2010. Tenefit in 2010 was the result of a change in
the estimated fair value of our common stock usedhtue the contingent consideration liability frolne Hermes acquisition.

Interest incomt
Interest income for both 2011 and 2010 $@&4 million. Interest income was related to ins¢earned on our money market investments.
Interest expens

Interest expense for 2011 was minimal, cameg to $3.7 million for 2010. This decrease wasarily due to lower non-cash interest
expense recognized on the series F amount, whishsettled in October 2010 and was not presentg@0i1.

Other income

Other income for 2011 was $1.2 million, gared to $2.7 million for 2010, a decrease of $dilion, or 56%. This decrease was
primarily due to the receipt of a $2.4 million grawarded under the federal Qualifying TherapeDtgcovery Project program, which was
recognized in 2010 and did not occur in 2011, cedpvith $0.8 million of additional expense from ttfeange in fair value of preferred stock
warrants, partially offset by a $1.8 million cagttement from a former service provider recognieg011.

Comparison of the years ended December 31, 2009 and 2010

Year ended

December 31,
(in thousands) 2009 2010
Research and development rever $ 2,148 $ 20,30¢
Research and development exper 37,65¢ 58,27¢
General and administrative expen 12,17¢ 11,38
Contingent consideratic — (17¢)
Loss from operation (47,689 (49,17¢)
Interest incom: 81 74
Interest expens (4,909 (3,726)
Other income 41 2,66¢
Net loss before income taxes and -controlling interes (52,475 (50,159
Benefit from income taxe 3,40z —
Net loss $ (49,079 $ (50,159
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Research and development rever

Revenues for 2010 were $20.3 million, coragddo $2.1 million for 2009, an increase of $1&iflion. This increase resulted from a full
year of revenues recognized under the collaboratipaement with Sano

Research and development expe

Research and development expenses for 26 $58.3 million, compared to $37.7 million f&®, an increase of $20.6 million, or
55%. This increase was primarily attributable to:

. $8.5 million of increased MI-111 spending due to initiation of one new clinigal and increased manufacturing activ

. $3.4 million of increased spending on preclinicalduct candidates and other general unallocateghrels and development due
to an increase in the number of preclinical program

. $5.7 million of increased MI-121 spending due to initiation of three new clihitils and increased spending on ongc
clinical trials;

. $4.0 million of increased MI-302 spending due to increased preclinical actijtiand

. $0.8 million of increased stock compensation expehgeto increased headcol

These increases were partially offset by the follmndecreases:

. $0.4 million of MM-093 spending due to out-licengithe program to GTC during 2009; and

. $1.5 million of MM-151 spending due to the timingtoxicology studies and other preclinical actiei
General and administrative expense

General and administrative expenses foD2@dre $11.4 million, compared to $12.2 million #8309, a decrease of $0.8 million, or 7%.
This decrease was primarily attributable to a $&illlon consulting and banking fee related to th&#M21 license and collaboration agreement
with Sanofi in 2009, which was not present in 2Qd&xtially offset by higher legal costs and higladror and labor-related costs.

Contingent consideration

Contingent consideration for 2010 was aefienf $0.2 million, compared to $0 in 2009. Thisnefit was a result of a change in the
estimated probability of occurrence of a financavgnt in the contingent consideration arrangenrent the Hermes acquisition.

Interest incom:

Interest income for each of 2010 and 20@8 $0.1 million. Interest income was related terest earned on our money market
investments.

Interest expens

Interest expense for 2010 was $3.7 millmmpared to $4.9 million for 2009, a decreaselo? $nillion, or 24%. This decrease was
primarily due to lower non-cash interest expensegaized on the series F amount, which was sdttl€ttober 2010.
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Other income

Other income for 2010 was $2.7 million, gared to $41,000 for 2009, an increase of $2.7anillThis increase was primarily due to the
receipt of a $2.4 million grant awarded under #defal Qualifying Therapeutic Discovery Projectgyeom, which was recognized as other
income in 2010.

Benefit from income taxt

In 2009, we recognized a benefit from inedlaxes of $3.4 million upon the release of a txation allowance as a result of the
acquisition of Hermes.

Liquidity and capital resources
Sources of liquidity

We have financed our operations to dat@grily through private placements of our conveetipteferred stock, collaborations and, to a
lesser extent, through government grants, the rimatiein of tax credits and equipment lease finag&imhrough December 31, 2011, we have
received $268.2 million from the sale of convesipkeferred stock and warrants and $133.4 milliompdront license fees, milestone
payments, reimbursement of research and developrostg and manufacturing services and other payfienh our collaborations.

As of December 31, 2011, we had consoltlatsh and cash equivalents of approximately $5@l®n, of which $2.1 million related to
the cash and cash equivalents held by our majowityed subsidiary, Silver Creek, which is consokdafior financial reporting purposes and is
designated for the operations of Silver Creek.

On March 28, 2012, we signed an undervgitigreement and agreed to pricing terms on amlipitiblic offering of 14,300,000 shares of
common stock at a price of $7.00 per share, wiiexpected to generate net proceeds of approxiyr@8lL5 million. We expect this
transaction to close on April 3, 2012.

We have received payment of a $5.0 milliukestone under our license and collaboration agege with Sanofi in the first quarter of
2012.

We made a $1.5 million payment under oldlaboration agreement with Adimab during the fogstarter of 2012. We made a $5.0 million
milestone payment under our license agreementf¥iirmaEngine during the first quarter of 2012.

We primarily invest cash and cash equivalémmoney market funds backed by the U.S. trgaand U.S. federal agencies.
Cash flows
The following table provides informatiorgegding our cash flows for the years ended Dece®be?009, 2010 and 2011.

Year ended December 31

(in thousands) 2009 2010 2011

Cash provided by (used in) operating activi $ 19,05¢ $ (26,369 $ (52,81)
Cash used in investing activiti (4,85)) (4,900 (3,747
Cash (used in) provided by financing activit (791) 3,59¢ 76,30¢
Net increase (decrease) in cash and cash equis $ 13,41 $ (27,679 $ 19,74:
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Operating activities

Cash provided by operating activities 08 $1million during the year ended December 31, 2088 primarily a result of our $49.1 millic
net loss, partially offset by non-cash items oR#million, changes in operating assets and liagdiof $0.9 million and receipt of $60 million
upfront payment under the collaboration agreemétiit 8anofi. Cash used in operating activities d.82million during the year ended
December 31, 2010 was primarily a result of our.$5fillion net loss, partially offset by non-caséms of $11.7 million, changes in operating
assets and liabilities of $2.1 million and receip$10.0 million milestone payment under the cablation agreement with Sanofi. Cash used in
operating activities of $52.8 million during theayeended December 31, 2011 was primarily a re$ultionet loss of $79.7 million partially
offset by non-cash items of $12.4 million, chanigesperating assets and liabilities of $4.4 millemd receipt of a $10.0 million milestone
payment under the collaborative agreement with iano

Investing activitie:

Investing activities used cash of $4.9 imllfor both the years ended December 31, 2002806 and used cash of $3.7 million for the
year ended December 31, 2011. Cash used in ingestiivities during 2009, 2010 and 2011 was prilpahiie to the purchase of pla
property and equipment.

Financing activities

Financing activities used cash of $0.8ionilifor the year ended December 31, 2009, and geavcash of $3.6 million and $78.3 million
for the years ended December 31, 2010 and 20]dectgely. Cash used in financing activities of@fillion during 2009 was primarily a
result of payment of capital leases of $1.0 milli@ash provided by financing activities of $3.6liil during 2010 was primarily a result of
proceeds received by Silver Creek for the issuafcenvertible preferred stock of $4.2 million, pally offset by the payment of capital lea:
of $0.9 million. Cash provided by financing actieg of $76.3 million for the year ended December28il1 was primarily a result of
$76.9 million of proceeds received from the se@esonvertible preferred stock financing, net ofeoifig costs, $1.7 million of proceeds from
the issuance of common stock from the exerciseasfamts and stock options, partially offset by defé financing costs of $1.9 million and
payment of capital leases of $0.4 million.

Funding requirements

As of December 31, 2011, we had cash asld equivalents of $50.5 million. Our capital resmsras of December 31, 2011 are not
sufficient to fund our planned operations for aliwemonth period, and therefore, raise substadtiabt about our ability to continue as a g¢
concern. We will, during 2012, require significautditional funding to continue our operations. Oarbh 28, 2012, we signed an underwriting
agreement and agreed to pricing terms on an ifitiblic offering of 14,300,000 shares of commortistat a price of $7.00 per share, which is
expected to raise net proceeds of approximately5h®dlion. We expect the offering to close on A@j 2012 and the related net proceeds is
expected to address the substantial doubt abowhilitly to continue as a going concern through201

We have not completed development of aryagbeutic products or companion diagnostics. Weexp continue to incur significant
expenses and increasing operating losses for gttt next several years. We anticipate that xperses will increase substantially as we:

. initiate or continue our clinical trials of our fynost advanced product candida
. continue the research and development of our @ioetuct candidates;
. seek to discover additional product candidates;
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. seek regulatory approvals for our product candgltitat successfully complete clinical trials;

. establish a sales, marketing and distribution gtftacture and scale up manufacturing capabilibesotnmercialize products fi
which we may obtain regulatory approval; and

. add operational, financial and management inforomagiystems and personnel, including personnelgpati our product
development and planned commercialization efforts.

We expect that the net proceeds from dtiaimpublic offering, together with our existinggh and cash equivalents, anticipated interest
income and anticipated milestone payments and rdsead development and manufacturing funding undecollaboration with Sanofi
related to MM-121, will enable us to fund our opgerg expenses and capital expenditure requiremetathe second half of 2013. We have
based this estimate on assumptions that may pooe wrong, and we could use our available captdurces sooner than we currently
expect. Because of the numerous risks and unceemssociated with the development and comméeratadn of our product candidates, and
the extent to which we enter into collaborationthwiird parties to participate in their developrinand commercialization, we are unable to
estimate the amounts of increased capital outlagisoperating expenditures associated with our otired anticipated clinical trials. Our
future capital requirements will depend on manydes; including:

. the progress and results of the clinical trial@af five most advanced product candida

. the success of our collaborations with Sanofi egldb MM-121 and PharmaEngine related to MM-398;

. the scope, progress, results and costs of preglidevelopment, laboratory testing and clinicallfrifor our other product
candidates;

. the costs, timing and outcome of regulatory revaéwur product candidate

. the costs of commercialization activities, inclugliproduct sales, marketing, manufacturing andibligion;

. the costs of preparing, filing and prosecuting pagpplications and maintaining, enforcing and ddieg intellectual property-

related claims;
. the extent to which we acquire or invest in bussessproducts and technologies; and

. our ability to establish and maintain additionallaloorations on favorable terms, particularly mairkge and distribution
arrangements for oncology product candidates ceitbid United States and Europe.

Until such time, if ever, as we can gereemtbstantial product revenues, we expect to fimanic cash needs through a combination of
equity offerings, debt financings, collaboratiossategic alliances, licensing arrangements anerattarketing and distribution arrangements.
We do not have any committed external sourcesratduother than our collaboration with Sanofi, vhi terminable by Sanofi for
convenience upon 180 days' prior written noticetfieextent that we raise additional capital thiotlge sale of equity or convertible debt
securities, the ownership interest of our stockéddvill be diluted, and the terms of these sei@gritnay include liquidation or other
preferences that adversely affect your rights steekholder. Debt financing, if available, may ilwme@agreements that include covenants
limiting or restricting our ability to take spedifactions, such as incurring additional debt, mglkiapital expenditures or declaring dividend:
we raise additional funds through marketing anttithistion arrangements or other collaborationstegic alliances or licensing arrangements
with third parties, we may have to relinquish véligarights to our technologies, future revenueasirg, research programs or product
candidates or to grant licenses on terms that roapafavorable to us. If we are unable to raisgitamhal funds through equity or debt
financings when needed, we may be required to déiaif, reduce or terminate our product developtrenm
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commercialization efforts or grant rights to deyetnd market product candidates that we would wfiserprefer to develop and market
ourselves.

Contractual obligations and commitments

The following table summarizes our contmatbbligations as of December 31, 2011:

Less than 1to3 3to5 tll\qllgr:es
(in thousands) Total 1 year years years years
Capital lease obligations( $ 49 3 49 $ — $ — $ —
Operating lease obligations( 6,69: 2,89¢ 3,312 482 —
License and collaboration, antibody and
technology licensing costs(3)(4)(5)( 62& 18C 23C 21t —
Total contractual cash obligatio $ 7367 $ 3,126 $ 3547 $ 697 $ —

1) Capital lease obligations include obligated intepegyments.

(2) Operating lease obligations do not include thescassociated with an amendment to our existingaffaboratory and
manufacturing space lease, which was executedglthinfirst quarter of 2012. This amendment inasasperating lease
obligations by approximately $2.8 million in thegaggate over the next seven years.

3) License and collaboration, antibody and technolamgnsing costs include a €50,000 milestone paymedated to an
agreement with Selexis SA to be paid in the secpradter of 2012. License and collaboration, antybaxd technology
licensing costs also include costs under licenseeagents with The Regents of the University of fBatiia, which
include annual license maintenance fee paymer$#2@D00 and $95,000 estimated to be paid from 2@High 2015
and a minimum annual royalty payment of $100,0@0reded to be paid in 2015. We have not includatbahlicense
maintenance fees or minimum royalty payments &ferember 31, 2015, as we cannot estimate if théyedur.

(4) License and collaboration, antibody and technolazgnsing costs do not include a payment undeicollaboration
agreement with Adimab LLC for $1.5 million, whicledame payable and we paid during the first quaftg012.

(5) License and collaboration, antibody and technolamnsing costs do not include antibody discovéfgres performed b
a third party of $400,000, which became payabkhénfirst quarter of 2012. We expect to make tlaigment in the
second quarter of 2012.

(6) In May 2011, we entered into an agreement with fpa&ngine under which we reacquired previously keehrights for
MM-398 and made an upfront license payment to Ph&mgine of $10.0 million. We made a $5.0 milliorlestone
payment to PharmaEngine in connection with dodegfirst patient in our Phase 3 clinical trial oMvB98, which
occurred and was paid in the first quarter of 201#ts $5.0 million milestone payment has not bemtuided in the above
table, as the payment obligation was triggereddit?2 We may be required to make up to an aggred&@5.0 million in
additional development and regulatory milestonenpayts and $130.0 million in additional sales mdestpayments
upon the achievement of specified development,latgry and annual net sales milestones. We carstioh@te if or whe
these milestone payments will occur. PharmaEngiradsio entitled to tiered royalties on net salelslbf-398 in Europe
and certain countries in Asia. The royalty ratedarthe agreement range from high single digitsoupe low teens as a
percentage of our net sales of 1-398 in these territories. We cannot estimate iffben these royalties will occt
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We are required to pay the holders of saBieonvertible preferred stock cash dividendsppiraximately $4.3 million upon the closing of
our initial public offering.

Expenditures to contract research orgaioizatrepresent a significant cost in clinical depshent. However, our contracts with these
research organizations are cancellable at ourmpi@n short notice and do not have cancellatioralpies. Therefore, payments to contract
research organizations have not been includecktiltiove table.

In January 2010, we received $1.5 milliéax incentives from the Massachusetts Life SasnCenter, or MLSC, an independent age
of the Commonwealth of Massachusetts, which allougtb monetize approximately $1.4 million of stasearch and development tax cre
In exchange for these incentives, we pledged ® $lremployees and to maintain the additional reatddahrough at least December 31, 2014.
Failure to do so could result in our being requiteedepay a portion of these incentives. This ¢aggnt obligation has not been included in the
above table as we cannot estimate if or when Itheitome payable.

In January 2011, we received $1.3 milliéax incentives from the MLSC, which allowed ustionetize approximately $1.2 million of
state research and development tax credits. Inagxgehfor these incentives, we pledged to hire 5l@yees and to maintain the additional
headcount through at least December 31, 2015.reaiudo so could result in our being requiredejoary these incentives. This contingent
obligation has not been included in the above tablere cannot estimate if or when it will becomegide.

Other than the specific payments notethéntable and as described above, milestone antty@gyments associated with antibody
licensing, manufacturing technology licensing ca@std other in-licensed collaboration payments hrtebeen included in the above table as
management cannot reasonably estimate if or whenwhil occur. These arrangements include the Yaithg:

. Under a collaboration agreement with Dyax CorpDwax, related to antibody identification and eaion, we are required
make aggregate development and regulatory milegiapments of up to $16.2 million for therapeutioguicts and aggregate
regulatory milestone payments of up $1.0 milliond@agnostic products directed to selected tar§¥esalso are required to pay
mid single digit royalties on net sales of licenpedducts.

. Under license agreements with The Regents of theesity of California, we are required to make aggate development ai
regulatory milestone payments of up to $1.4 millé@sociated with MM-111 and MM-302 and pay royaltiethe low single
digits on net sales of licensed products.

. In addition to the amounts included in the tablewvabpayable to Adimab LLC, we are required to maggregate developme
and regulatory milestone payments of up to $52/Bamirelated to therapeutic antibody licensingtsasssociated with MM-151
and pay mid single digit royalties on net saleBognsed products.

. Under a license agreement with the U.S. Public tHe&gérvice, a division of the U.S. Department oflteand Human Service
we are required to make aggregate developmentegndatory milestone payments of up to $6.0 milliper therapeutic licenst
product, related to ErbB3 receptor patents asstiatth MM-121 and MM111, and pay royalties in the low single digitsneat
sales of licensed products. The term of the agraemeends until the expiration of the licensedepéatights, which is 2016.

. Under an agreement with Selexis SA, we are requredake aggregate milestone payments of up toréillion, per licensed

product, related to the manufacturing of all of olimical programs, with the exception MM-398, aogalties of less than one
percent on net sales of licensed products.
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Milestone and royalty payments that we hayequired to make to Dyax, the U.S. Public HeGkhvice and Selexis SA related to MM-
121 are fully reimbursed by Sanofi under the teofnsur license and collaboration agreement. Saadfien entitled to deduct 50% of any
amount reimbursed against future royalty paymeras $anofi may be required to make to us.

Off-balance sheet arrangements

We did not have during the periods prestraad we do not currently have, any off-balanaeshrrangements, as defined under SEC
rules.

Tax loss carryforwards

As of December 31, 2011, we had federabpetating loss carryforwards of $108.3 million atate net operating loss carryforwards of
$65.7 million, which began to expire in 2012. Adddcember 31, 2011, we had federal research arelafgaent and investment tax credit
carryforwards of $11.1 million and state reseamth development and investment tax credit carryfodwaf $3.5 million, which also began to
expire in 2012. Management has evaluated the pesitid negative evidence bearing upon the realigabi our deferred tax assets and
determined that it is more likely than not we widit recognize the benefits of federal and staterded tax assets. As a result, we have
established a valuation allowance of $103.9 milkgrof December 31, 2010 and $132.7 million as Bxes 31, 2011. Our ability to use our
net operating loss carryforwards and research emdldpment credit carryforwards to offset futureatale income may be subject to a
substantial annual limitation under Section 38fhefinternal Revenue Code due to ownership chahgésiave occurred previously or that
could occur in the future. Ownership changes, fiselin Section 382 of the Internal Revenue Cdidgt the amount of net operating loss
carryforwards and research and development cradiyforwards we can use each year to offset fuxable income and taxes payable. We
have not performed a complete study to determinetier an ownership change has occurred or thedimibe future use of our net operating
loss carryforwards or research and developmenitaradyforwards. Any such limitation would reduser gross deferred tax asset.

Modification of warrants to purchase common stock keld by a related party

In August 2010, we modified warrants heydalrelated party stockholder to purchase 2,596sb@des of our common stock to extend the
expiration dates by four years and increase theceseeprices from $2.12 and $2.47 to $3.00 peresh&le valued the modification using a
Black-Scholes option valuation model and accouftethe $1,803,000 of incremental value within #tgiity section of the accompanying
balance sheets as a capital transaction.

Recent accounting pronouncements

In September 2011, the FASB amended theoatdtive guidance regarding the testing for goilidmpairment. Under the amendments,
an entity has the option to first assess qualitaiictors to determine whether the existence afitsver circumstances leads to a determination
that it is more likely than not that the fair valoiea reporting unit is less than its carrying amiolf, after assessing the totality of events or
circumstances, an entity determines it is not nliedy than not that the fair value reporting ofegoorting unit is less than the carrying amount,
then performing the two-step impairment test isagassary. The changes are effective for annualagidim goodwill impairment tests
performed for fiscal years beginning after Decenitier2011, however, early adoption is permitted. aifepted this authoritative guidance on
January 1, 2012 with no impact.
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ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk related tmgps in interest rates. Our current investmerntyd to invest our cash in a variety of
financial instruments, principally deposits, setiesi issued by the U.S. government and its ageacidsnoney market instruments. The goals
of our investment policy are preservation of cdpftdfillment of liquidity needs and fiduciary ctnol of cash and investments. We also seek to
maximize income from our investments without assigsignificant risk.

Our primary exposure to market risk is iag income sensitivity, which is affected by chesiin the general level of interest rates,
particularly because our investments are in sterttimarketable securities. Due to the short-termatthn of our investment portfolio and the
low risk profile of our investments, an immediat&@%6 change in interest rates would not have anmhtdfect on the fair market value of our
portfolio. Accordingly, we would not expect our mpgng results or cash flows to be affected to sigpificant degree by the effect of a sudden
change in market interest rates on our investmerrttqgtio.

We do not believe that our cash, cash ed@iis and available-for-sale investments havefgignt risk of default or illiquidity. While we
believe our cash, cash equivalents and availallsdl® investments do not contain excessive rigkcannot provide absolute assurance that in
the future our investments will not be subjectdoexrse changes in market value. In addition, wentaai significant amounts of cash and cash
equivalents at one or more financial institutiomattare in excess of federally insured limits.

Iltem 8. Financial Statements and Supplementary &a

Our consolidated financial statements, tiogrewith the report of our independent registegrellic accounting firm, appear on pages F-1
through F-37 of this Annual Report on Form 10-K.

Item 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation wf Ghief Executive Officer and Chief Financial @#r, evaluated the effectiveness of our
disclosure controls and procedures as of Decenthe2@®.1. The term "disclosure controls and procesliias defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1884mended, or the Exchange Act, means contidlsther procedures of a company that
are designed to ensure that information requirdzbtdisclosed by a company in the reports th@ei br submits under the Exchange Act is
recorded, processed, summarized and reported nvithitime periods specified in the Securities Brchange Commission's rules and forms.
Disclosure controls and procedures include, withiouitation, controls and procedures designed tuesthat information required to be
disclosed by a company in the reports that it flesubmits under the Exchange Act is accumulatedcammunicated to the company's
management, including its principal executive aridgipal financial officers, as appropriate to alltimely decisions regarding required
disclosure. Management recognizes that any cordradgprocedures, no matter how well designed apdabgd, can provide only reasonable
assurance of achieving their objectives and managemecessarily applies its judgment in evaluatiiregcost-benefit relationship of possible
controls and procedures. Based on the evaluationioflisclosure controls and procedures as of DbeeRil, 2011, our Chief Executive
Officer and Chief Financial Officer concluded thas, of such date, our disclosure controls and piwwes were effective at the reasonable
assurance level.
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Management's Annual Report on Internal Control Over Financial Reporting

This Annual Report on Form 10-K does neatude a report of management's assessment reganténgal control over financial reporting
or an attestation report of our independent regasgtpublic accounting firm due to a transition pdrestablished by rules of the SEC for newly
public companies.

Changes in Internal Control Over Financial Reporting

No change in our internal control over finil reporting occurred during the three monthdeehDecember 31, 2011 that has materially
affected, or is reasonably likely to materiallyeaff, our internal control over financial reporting.

Iltem 9B. Other Information
None.
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PART Il
Iltem 10. Directors, Executive Officers and Corprate Governance
Directors and Executive Officers

The following table sets forth the nameg agd position of each of our executive officerd dinectors as of February 29, 2012.

Name Age Position

Robert J. Mulroy(4 47 President, Chief Executive Officer and Direc

Fazal R. Khan, Ph.D 62 Senior Vice President of Manufacturi

William M. McClements 48 Senior Vice President of Corporate Operati

Ulrik B. Nielsen, Ph.D. 39 Senior Vice President and Chief Scientific Offi

Clet M. Niyikiza, Ph.D. 53 Executive Vice President of Developmi

Edward J. Stewart 41 Senior Vice President and President, Merrimack
Healthcare Solution

William A. Sullivan 40 Chief Financial Officer and Treasul

Gary L. Crocker(2)(4 60 Chairman of the Board of Directa

James van B. Dresser| 70 Director

Gordon J. Fehr(1)(: 78 Director

Robert C. Gay, Ph.D.(: 60 Director

Walter M. Lovenberg, Ph.D.(: 77 Director

Sarah E. Nash(! 58 Director

Michael E. Porter, Ph.D.(« 64 Director

Anthony J. Sinskey, Sc.D.(: 71 Director

(1) Member of the audit committee.
2) Member of the corporate governance and nominatmgnaittee.
3) Member of the organization and compensation coremitt

4) Member of the executive committe

Robert J. Mulroyhas served as our President and Chief Executivieddfind a member of our board of directors sineg [¥999. Prior to
joining us, Mr. Mulroy worked as a management cttastiin the pharmaceutical and healthcare indestiir. Mulroy has also worked a:
consultant in the field of international developmand has served as an advisor to multiple stademppanies in the biotechnology industry.
Mr. Mulroy holds a master's degree in public anglgie management from Yale University and a B.AnfrStanford University. We believe
that Mr. Mulroy is qualified to serve on our boariddirectors because of his extensive executivedeship experience, many years of servic
one of our directors and our President and Chiefchtive Officer and extensive knowledge of our campand industry.

Fazal R. Khan, Ph.[Chas served as our Senior Vice President of Manufiact since April 2006. Prior to joining us, Dr. Eh served as
Vice President of Manufacturing for Cellective Tapeutics, Inc., Vice President of Manufacturing @gtiens at Human Genome Sciences and
Director of Biopharmaceuticals Development and Maoturing at Hoffmann-LaRoche, Inc. Dr. Khan hokdBh.D. and an M.S. in
biochemistry and a B.S. in biology from Aligarh Weirsity in India.
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William M. McClementbas served as our Senior Vice President of Corp@atrations since September 2011. Previously,
Mr. McClements served as Chief Human Resources@f6f Integreon Managed Solutions, Inc., a glebakarch and business services
company, from May 2010 to September 2011. Prigh&b, Mr. McClements served as Chief Operatingdeffand a partner at Monitor Group,
a global strategic advisory firm, where he workeahf 1987 to May 2010. From September 2009 to Maat0, Mr. McClements also served
as Acting President of Be the Change Inc., a nafiffocused on creating national issue-based cagnpaMr. McClements holds an M.B.A.
from Harvard University and a B.A. from Williams (xge.

Ulrik B. Nielsen, Ph.Dhas served as our Senior Vice President and Chiehfic Officer since March 2009. Dr. Nielsen taso served
as President and Chief Executive Officer and asmber of the board of directors of Silver CreekrRteceuticals, Inc., since July 2010.
Dr. Nielsen was one of our co-founders and has kesating our research and drug discovery since M2002, first as our Director of
Research from March 2002 to December 2004 andabkemr Vice President of Research from January g96&bruary 2009. Prior to joining
us, Dr. Nielsen was a post-doctoral fellow at Thaskhchusetts Institute of Technology, or MIT, whereesearched the interface among
biology, engineering and computational biology. Bielsen holds a Ph.D. in molecular biology andvaB. in biochemistry from the
University of Copenhagen.

Clet M. Niyikiza, Ph.Dhas served as our Executive Vice President of eweént since February 2010. Dr. Niyikiza servedw@asSenio
Vice President of Product Development from July@6®DFebruary 2010. Previously, Dr. Niyikiza senaVice President and Medicine
Development Leader at GlaxoSmithKline, overseeirggipct development and global anti-cancer medidaelopment strategy, from 2005 to
July 2009. Prior to that, Dr. Niyikiza held multgphigh level positions at Eli Lilly and Company, vk he ultimately led the oncology
translational and applied genomics research dividi. Niyikiza holds a Ph.D. in mathematical scesmand an M.A. in mathematics from
Indiana University.

Edward J. Stewattas served as our Senior Vice President and PresMerrimack Healthcare Solutions, since Decen2@dr.
Mr. Stewart served as our Director of Business Dgpraent from August 2001 to July 2006, as our Sebicector of Business Development
from August 2006 to July 2007, as our Vice PredidéBusiness Development from July 2007 to Mar62and as our Senior Vice President
of Business Development from March 2009 to Decend@bdi. Mr. Stewart began his career at KPMG Peatvid LLP in the life sciences
strategy consulting group. Mr. Stewart holds an M.Brom the Johnson Graduate School of Manageme@brnell University and a B.S. in
biology from Bates College.

William A. Sullivarhas served as our Chief Financial Officer since I@¥1 and our Treasurer since February 2010. Mliv&a served
as our Controller from November 2007 to Februar¥®8énd our Vice President of Finance from Febr2&30 to May 2011. Previously,
Mr. Sullivan served as Corporate Controller of ¥eftorp., a thermal management solutions compaom @ctober 2004 to November 2007.
Mr. Sullivan began his career at Arthur AnderserPl.lvhere he obtained his certified public accourniteense. Mr. Sullivan holds an M.B.A.
and an M.S. in accounting from Northeastern UnitgssGraduate School of Professional Accounting aB.A. in economics from Williams
College.

Gary L. Crockerlhas served as a member of our board of directocge 2004 and as chairman of our board of directioie 2005.
Mr. Crocker is President, Manager and Chairmanrotier Ventures, LLC, a privately-held life scierineestment firm funding differentiated
technologies in the areas of biotechnology and ca&tdievices. Mr. Crocker has held senior execyingtions or served on the board of
directors of several privately-held life sciencenganies, including as chairman of the board of ARldBoratories, co-founder and director of
Theratech, Inc., President and Chief Executived@ffifounder and member of the board of directbResearch Medical, Inc. and as a
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member of the board of directors of Interleuken &ies, Inc., The Med-Design Corporation and LineaGenetics, LLC. Mr. Crocker served
as a member of the board of the Federal ReservecBiaf San Francisco from 1999 to 2007. Mr. Croeiteo serves as a member of the board
of directors of Sorenson Legacy Foundation. Mr.dkes holds an M.B.A. and a B.S. in economics froarddrd University. We believe that
Mr. Crocker is qualified to serve on our board wé€dtors due to his experience in the life sciernindastry as an entrepreneur, venture capi
and executive and his service on the boards ottdire of a range of public and private companiesgovernment institutions, as well as his
ability to provide us with his expertise in diagtios and therapeutic development.

James van B. Dresshas served as a member of our board of directocg 9999. From 1970 until his retirement in 1997, Dresser
held various consulting and leadership positioriBret Boston Consulting Group, including servindgtasfirm's first Chief Administrative
Officer from 1982 to 1997. Mr. Dresser served omBoard of Trustees of Wesleyan University from@88til 1993 and again from 1995 ul
2009, when he also served as the chairman of thedBaf Trustees. Mr. Dresser currently serves ssectman for the Town of Salisbury,
Connecticut. Mr. Dresser holds an M.B.A. from Had/BIniversity, an M.A. from the Fletcher Schooll&w and Diplomacy at Tufts
University and a B.A. from Wesleyan University. \Welieve that Mr. Dresser is qualified to serve anlmoard of directors due to his
background and experience in business and orgamiaastrategy, both as a consultant for and thef @dministrative officer of a global
management consulting firm and his prior boardiserv

Gordon J. Fehhas served as a member of our board of directoce 4i999. Mr. Fehr recently retired from the baafrdirectors of the
Research Institute of McGill University Health Cerst, where he served from 1996 to October 2011968, Mr. Fehr joined Pfizer
Canada, Inc., or Pfizer Canada, as the Assistahet®resident of Pfizer Canada and later becamerfanada'’s Controller and the General
Manager of the Chemical Division. In 1972, Mr. Falas named Chairman and President of Pfizer Camaglasition he held until his
retirement in 1994. Mr. Fehr served as a membéreboard of directors of Labopharm, Inc. from 1892007. Mr. Fehr also served as
President and Chairman of the Montreal Board ofléraom 1983 to 1984 and as a member of the bdadtexctors of the Montreal Airport
Authority from 1992 to 2002. In addition, Mr. Felmas served on advisory boards for the National &ebkeCouncil's Biotechnology Research
Institute and the Montreal Center of Innovative Aisaogy, where he was Chairman of the biotechnolmgymittee. Mr. Fehr holds a B.Eng.
in chemical engineering from McGill University. VBelieve that Mr. Fehr is qualified to serve on baard of directors due to his expertise in
the commercialization of pharmaceuticals, his lesltip and management experience from his serviem axecutive for a public
pharmaceutical company and his knowledge of ouinless and industry.

Robert C. Gay, Ph.[has served as a member of our board of directoce £007. Dr. Gay currently is a Managing Direetod the Chief
Executive Officer of Huntsman Gay Global Capitapravate equity firm, which he cfiounded in 2008. From 2004 to 2007, Dr. Gay seb&e
Mission President for the Church of Jesus Chridtadfer-day Saints in Ghana. From 1989 to 2004 G2ry was a Managing Director of Bain
Capital. Prior to that, Dr. Gay served as an Exgelice President of General Electric Credit Cogimn Capital Markets Group. Dr. Gay
serves on the board of directors of The Gymborep@ation and Sunquest Information Systems, Ind.s@1ves as vice chairman of the board
of directors of ICON Health & Fitness, Inc. Dr. Glaglds a Ph.D. in business economics from Harvarsiriss School and an A.B. from the
University of Utah. We believe that Dr. Gay is dfiatl to serve on our board of directors due toddscational qualifications and his broad
industry experience in business management, fingremnd development, as well as the unique persjgelad brings from the range of execu
positions and directorships that he has held aneistly holds.
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Walter M. Lovenberg, Ph.has served as a member of our board of directocg 2000. Dr. Lovenberg is the President of Lovegbe
Associates, Inc., a privately-held corporationpaifion he has held since 1993 and is also theptiacting Chief Executive Officer and a
director of Quantum Bio, Inc. Dr. Lovenberg seneedthe board of directors of OSI Pharmaceuticals, from 1994 until 2008 and as the
chairman of the board of directors of Inflazyme iPaceuticals from 1996 until 2006. Dr. Lovenbergyed as Executive Vice President and a
member of the board of directors of Marion Meriadiw, Inc. from 1989 until 1993. Dr. Lovenberg sahas Chief of the section of
Biochemical Pharmacology at the National Institudgblealth from 1968 to 1985. Dr. Lovenberg hold3taD. from the George Washington
University School of Medicine and Health Scienced an M.S. in agricultural biochemistry and a BrSagriculture from Rutgers University.
We believe that Dr. Lovenberg is qualified to seowmeour board of directors due to his expertiseexmkrience in drug discovery, development
and management, his experience leading globalmdsead development efforts, and his service orbtaad of directors at several
pharmaceutical companies.

Sarah E. Nashas served as a member of our board of directoce 2006. Ms. Nash also currently serves on thedsa directors of
Knoll Inc. and Blackbaud Inc. From 2000 until hetirement in 2005, Ms. Nash served as vice chairofid®Morgan Chase & Co.'s
Investment Bank where she was responsible forithesfclient relationships. Prior to that, Ms. Nas&s the Regional Executive and Co-Head
of Investment Banking for North America at JPMord@atmase & Co. Previously, Ms. Nash served on thedbobdirectors of Pathmark
Stores, Inc. from 2005 to 2009 and AbitibiBowatsmfi 2010 to 2011. Ms. Nash also serves as a Trimtélee New York-Presbyterian
Hospital, a Trustee of Washington and Lee Univeitd on the boards of The New York Historical 86giThe New York Restoration
Project and the Business Leadership Council ofQitye University of New York. Ms. Nash holds a B.fiom Vassar College. We believe that
Ms. Nash is qualified to serve on our board ofaliwes due to her financial expertise, her expegeserving on the boards of other public and
private companies and her management backgrouan @secutive in the financial services industry.

Michael E. Porter, Ph.Dhas served as a member of our board of directocg $§ecember 2010 and has been a strategy adeigsr t
since 1999. Dr. Porter is the Bishop William LawserUniversity Professor at Harvard Business Scandlhas been on the faculty at Harvard
Business School since 1973. Dr. Porter also seméke boards of directors of Parametric Technoldgsporation and Thermo Fisher
Scientific Inc. Dr. Porter has written extensively healthcare delivery and has worked with leathieglthcare providers in multiple countries
and with government leaders on healthcare polgyes. Dr. Porter holds a Ph.D. in business ecorsoimim Harvard University, an M.B.A.
from Harvard Business School and a B.S.E. in a@@spnd mechanical engineering from Princeton Usitye We believe that Dr. Porter is
qualified to serve on our board of directors dulitoexpertise in corporate strategy, healthcaligaty and the development of companies in
the life sciences industry, as well as his expegegs an advisor and consultant to many leadingpaaias globally, including a range of
healthcare and pharmaceutical companies.

Anthony J. Sinskey, Sc.bas served as a member of our board of directocg 9999 and is one of our co-founders. Dr. Singkey
Professor of Microbiology and Engineering Systetgl&@ and a Professor of Health Sciences and Teldgyaat the Harvard-MIT Division of
Health Sciences and Technology, and he has beemrder of the faculty at MIT since 1968. Dr. Sinskd¢so holds positions as @irector of
the Malaysia-MIT Biotechnology Partnership Programd as Faculty Director of the Center for Biomeldinaovation. Dr. Sinskey is a co-
founder and a member of the boards of directoldeattbolix, Inc. and Tepha, Inc. and a consultarseteeral chemical and biotechnology
companies. Dr. Sinskey received an Sc.D. from Mi@ a B.S. from the University of Illinois, and hasva post-doctoral fellow at the Harvard
School of Public Health. We believe that Dr. Sinslkequalified to serve on our board of directoug do his experience in the startup and
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development of other pharmaceutical companiessdientific expertise in the field of biology andtéadership experience gained from
serving as a director of several pharmaceuticalpaoies.

Family Relationships

There are no family relationships among ahgur directors or executive officers.
Section 16(a) Beneficial Ownership Reporting Compdince

We did not have a class of securities teggsl pursuant to Section 12 of the Exchange A20itl.
Code of Business Conduct and Ethics

We have adopted a written code of businessluct and ethics that applies to our directdf&g;ess and employees, including our principal
executive officer, principal financial officer, piGipal accounting officer or controller, or pers@esforming similar functions. A current copy
of the code is posted on the "Corporate Governaseetion of our website, which is locatedhatw.merrimackpharma.conin addition, we
intend to post on our website all disclosures #natrequired by law, the rules of the SEC or NASDgt@ck market listing standards conceri
any amendments to, or waivers from, any provisioihe code.

Board Committees

Our board of directors has establishedualit @ommittee, a corporate governance and nonmmigaibmmittee, an organization and
compensation committee and an executive commiigah) of which operates under a charter that has dqgeroved by our board.

Our board of directors has determined aéfiadf the members of the audit committee, the ooafe governance and nominating committee
and the organization and compensation committesdependent as defined under The NASDAQ MarkegpRules, including, in the case of
all the members of our audit committee, the indepece requirements contemplated by Rule 10A-3 utéeExchange Act.

Audit committee

The members of our audit committee aredtesser, Mr. Fehr and Ms. Nash. Ms. Nash chairatitit committee. Our audit committee's
responsibilities include:

. appointing, approving the compensation of, andssésg the independence of our registered publiowatng firm;

. overseeing the work of our independent registerdddip accounting firm, including through the rededmd consideration of
reports from such firm;

. reviewing and discussing with management and ttiegandent registered public accounting firm ouuahand quarterl
financial statements and related disclosures;

. monitoring our internal control over financial reping, disclosure controls and procedures and ofdeisiness conduct al
ethics;

. overseeing our internal audit function;

. overseeing our risk assessment and risk managerokeies;
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establishing policies regarding hiring employeesrfithe independent registered public accountimg &énd procedures for the
receipt and retention of accounting-related conmpgaand concerns;

meeting independently with our internal auditingftregistered public accounting firm and managetne
reviewing and approving or ratifying any relatedgma transactions; and

preparing the audit committee report required b Sies.

All audit and non-audit services, othemtda minimisnon-audit services, to be provided to us by ouepshdent registered public
accounting firm must be approved in advance byaoulit committee.

Our board of directors has determined MhatFehr is an "audit committee financial expert"defined in applicable SEC rules. We beli
that the composition of our audit committee mek¢srequirements for independence under the cuNABDAQ Marketplace and SEC rules
and regulations.

Corporate governance and nominating committee

The members of our corporate governancenantnating committee are Mr. Crocker and Dr. Qar.Gay chairs the corporate
governance and nominating committee. Our corpg@aternance and nominating committee's respongdsilinclude:

identifying individuals qualified to become membefur board;

recommending to our board the persons to be nogdrfat election as directors and to each of ourdis@ommittees
reviewing and making recommendations to our boati sspect to our board leadership struct

developing and recommending to our board corp@aternance principles; and

overseeing an annual evaluation of our board.

Organization and compensation committee

The members of our organization and comgtéms committee are Mr. Fehr, Dr. Lovenberg and$nskey. Mr. Fehr chairs the
organization and compensation committee. Our opgdioin and compensation committee's responsilsilitielude:

annually reviewing and approving corporate goats$ @pjectives relevant to the compensation of ouefdxecutive Officer an
our other executive officers;

determining our Chief Executive Officer's compeitsat

reviewing and approving, or making recommendattonsur board with respect to, the compensatioruofodher executive
officers;

overseeing an evaluation of our executive offic
overseeing and administering our cash and equignitive plans;
reviewing and making recommendations to our boatld espect to director compensation;

reviewing and making recommendations to our boati respect to management succession plani
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. reviewing and discussing annually with management'‘G@ompensation discussion and analysis" discosequired by SEC
rules; and
. preparing the organization and compensation coraaigport required by SEC rules.

Executive committee

The members of our executive committeeMmeCrocker, Mr. Mulroy and Dr. Porter. Mr. Crockehairs the executive committee. Our
executive committee has, and may exercise, wheessagy, all of the authority and powers of our figard of directors during the intervals
between meetings of our board, except as limiteBéaware law.

ltem 11. Executive Compensation
Compensation discussion and analysis
Overview

This section discusses the principles ughey our policies and decisions with respect t® tompensation of our executive officers and
the most important factors relevant to an analgktbese policies and decisions. This section déseribes the material elements of
compensation awarded to, earned by or paid to eotr named executive officers for 2011. Our "ndregecutive officers” for 2011 are
Robert J. Mulroy, our President and Chief Execu@fBcer, William A. Sullivan, our Chief Financi®fficer and Treasurer, and our three o
most highly compensated executive officers, Faza{ikan, our Senior Vice President of Manufacturidigjk B. Nielsen, our Senior Vice
President and Chief Scientific Officer, and CletNdyikiza, our Executive Vice President of Develogmh In addition, this section provides
qualitative information regarding the manner andtegt in which compensation is awarded to and ehbyeour executive officers and is
intended to place in perspective the data preséntiae tables and narrative that follow.

Our organization and compensation commitig®sees our policies governing the compensatipnur executive officers. In this role, the
organization and compensation committee reviewsagpadoves all compensation decisions relating tmamed executive officers. Our
organization and compensation committee consistisreé members of our board of directors, all obmrhave extensive experience in our
industry and each of whom is an independent dire€ar organization and compensation committee its¢gdgment and experience and has
historically considered the recommendations ofrasident and Chief Executive Officer when deteingithe amount and appropriate mix of
compensation for each of our executive officerecHrally, our President and Chief Executive Odfiprovides input and recommendations,
via an annual review of executive performance aheéravise, regarding salary adjustments, the cotpamad individual goals used to detern
annual performance-based cash bonuses and appecgujisity incentive compensation levels. Histolicalur President and Chief Executive
Officer has provided input to the organization aothpensation committee on his own compensatiorhd&sinot had any control over setting
the amount or mix of his compensation and is nes@nt when the organization and compensation cdgerdiscusses his compensation.

The organization and compensation commiitgedically evaluates the need for revisionsupexecutive compensation program to
ensure our program is competitive with the compmnigh which we compete for executive talent.
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Objectives and philosophy of our executive compensation program

The primary objectives of the organizatiomd compensation committee with respect to exeewtiynpensation are to:

. attract, retain and motivate experienced and tateakecutives;
. ensure executive compensation is aligned with otparate strategies, research and developmentgmsgand business goe
. recognize the individual contributions of execusivmit foster a shared commitment among executiyadigmning their

individual goals with our corporate goals;

. promote the achievement of key strategic, developraed operational performance measures by linkérgpensation to th
achievement of measurable corporate and individegbrmance goals; and

. align the interests of our executives with our klmdders by rewarding performance that leads tacthation of stockholder
value.

To achieve these objectives, the orgarinaind compensation committee evaluates our exectdimpensation program with the goal of
setting compensation at levels that are justifidsleed on each executive's level of experiencé&pesince and responsibility and that the
committee believes are competitive with those bEotompanies in our industry and our region tbatmete with us for executive talent. In
addition, our executive compensation program tipsréion of each executive's overall compensatiotiné achievement of key corporate and
individual goals. We provide a portion of our extel compensation in the form of stock options thegt over time, which we believe helps to
retain our executives and aligns their interestb wiose of our stockholders by allowing them tdipgate in the longer term success of our
company as reflected in the appreciation of oulspwice.

Use of compensation consultants and market bendtintar

Our organization and compensation committaesiders publicly available compensation datan&dional and regional companies in the
biotechnology industry to help guide its executteenpensation decisions at the time of hiring amdsédosequent adjustments in compensation.
Historically, our organization and compensation otttee has also retained the services of Merceg,ldr Mercer, an independent
compensation consultant, to provide it with additibcomparative data on executive compensatiortipescn our industry and to advise it on
our executive compensation program generally. Altffiothe organization and compensation committesiders Mercer's advice and
recommendations about our executive compensatimgram, the organization and compensation committéaately makes its own decisions
about these matters.

Mercer has in the past, most recently ih2(@rovided our organization and compensation citteenwith comparative data showing
where our total compensation and each elementraf@uapensation rated among (1) both public andapeicompanies in the biotechnology
and life sciences industry generally, accordingdmpensation data from the 2010 Radford Global &eences Survey, and (2) a peer grot
publicly traded companies in the life science induat a stage of development, market capitalizatiosize comparable to ours with which the
organization and
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compensation committee believes we compete againskecutive talent. The companies included is ffléer group in 2010 were:

Achillion Pharmaceuticals, Inn  Ariad Pharmaceuticals, In Pharmasset, Ini

Acorda Therapeutics, In Micromet, Inc. Rigel Pharmaceuticals, In
Affymax Inc. Oculus Innovative Scienct Targacept, Inc

Allos Therapeutics, Inc Osiris Therapeutics, In Trubion Pharmaceuticals, I

In addition, in May 2011, Mercer providegr @rganization and compensation committee withganative data with respect to severance
and change in control benefits among (1) both pudnlid private companies in general and (2) an epdager group of publicly traded
companies in the life science industry at a stdgkwelopment, market capitalization or size corapbe to ours with which the organization
and compensation committee believes we competastdar executive talent. The companies includethis peer group in 2011 were:

Achillion Pharmaceuticals, Ini  Exelixis, Inc. Pharmasset, Ini

Acorda Therapeutics, In Ironwood Pharmaceuticals, Ir  Rigel Pharmaceuticals, In
Allos Therapeutics, Inc Micromet, Inc. Seattle Genetics, In
Ariad Pharmaceuticals, In Osiris Therapeutics, In Targacept, Inc

Aveo Pharmaceuticals, In

This peer group is subject to further cleramd we expect that our organization and compienseommittee will continue to periodically
review and update the list. The changes made tpebegroup between 2010 and 2011 consist of:

. the removal of Affymax Inc. and Oculus Innovativeiehces, which our organization and compensatiomeittee deemed to r
longer have market capitalizations similar to cassa result of our growth;

. the removal of Trubion Pharmaceuticals, Inc., whigs acquired in 2010;

. the addition of Aveo Pharmaceuticals, Inc. andwood Pharmaceuticals, Inc., which completed theiial public offerings in
2010; and

. the addition of Exelixis, Inc. and Seattle Genetios., which our organization and compensation mittee deemed to have

market capitalizations and oncology pipelines samib ours.

The peer groups are used for purposestbégag data to compare against our existing exeewbmpensation practices and for guiding
future compensation decisions. Our compensatiosudtant also makes suggestions for changes toxaauéive compensation practices based
on the data they provide to us as well as compiemsaends in our industry. However, although thgamization and compensation committee
may consider peer group and other industry compiemsdata and the recommendations of our compemsatinsultant when making decisi
related to executive compensation, to date, itfedsnade and does not intend to make adjustmemigeti@ll executive compensation or any
element thereof solely or primarily either to targespecified threshold level of compensation orkatbenchmark within the peer group, our
larger industry or some other group of comparablaganies or to act on the recommendations of ompemsation consultant.

Annual compensation review proct

During the first calendar quarter of eaelry we evaluate each executive's performancédéopitior year. Our President and Chief
Executive Officer, with respect to each executitleeothan himself, prepares a written evaluatiosedaon his evaluation of the executive and
input from others within our company. Our Presidemd Chief Executive Officer also prepares his eeifi assessment.

140




Table of Contents

This process leads to a recommendation by ourd&esand Chief Executive Officer to the organizatmd compensation committee with
respect to each executive officer, including hifsed to:

. the achievement of statcorporate and individual performance go.

. the level of contributions made to the general gangent and guidance of the company;
. the need for salary increases;

. the amount of bonuses to be paid;

. whether or not stock option awards should be m

These recommendations are reviewed byrenization and compensation committee and takenaiccount when it makes a final
determination on all such matters.

Components of our executive compensation program

The primary elements of our executive consapdion program are:

. base salary

. annual performan«-based cash bonust

. equity incentive awards;

. broad-based health and welfare benefits; and
. severance and change in control bene

We do not have a formal or informal polfoy allocating between long-term and short-term pensation, between cash and non-cash
compensation or among different forms of non-cashpmensation. Instead, our organization and compienseommittee, after reviewing
information provided by our compensation consultantl other relevant data, determines subjectiwlgt it believes to be the appropriate
level and mix of the various compensation companénte generally strive to provide our named exgeutifficers with a balance of shdgrm
and long-term incentives to encourage consistesttng performance. Ultimately, the objective iloehting between long-term and currently
paid compensation is to ensure adequate base ceatfsnto attract and retain personnel, while gitimg incentives to maximize long-term
value for our company and our stockholders. Theegfae provide cash compensation in the form oélsadary to meet competitive salary
norms and reward good performance on an annua badiin the form of bonus compensation to incadtraward superior performance ba
on specific annual goals. To further focus our exiges on longer-term performance and the creatf@stockholder value, we rely upon equity-
based awards that vest over a meaningful peridithef In addition, we provide our executives witmbfits that are generally available to our
salaried employees, including medical, dental, grife insurance, accidental death, dismembermrenirance, long and short term disability
insurance, medical and dependent care flexibledipgraccounts, personal welfare reimbursementrstipand matching contributions in our
401(k) plan. Finally, we offer our executives sarere benefits to incentivize them to continue tivestto achieve stockholder value in
connection with change in control situations.

Base salan

We use base salaries to recognize the iexypey; skills, knowledge and responsibilities of employees, including our executive officers.
Base salaries for our named executive officerscglpi are established through arm's length nedotiatt the time the executive is hired, taking
into account the position for which the executisééing considered and the executive's qualifinatiprior experience
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and prior salary. None of our executive officersusrently party to an employment agreement thatiges for automatic or scheduled
increases in base salary. However, on an annuil, lmas organization and compensation committegevevand evaluates, with input from our
President and Chief Executive Officer, the needaftjustment of the base salaries of our execubassd on changes and expected changes in
the scope of an executive's responsibilities, iticlg promotions, the individual contributions mdxjeand performance of the executive during
the prior fiscal year, the executive's performameer a period of years, overall labor market caodg, the relative ease or difficulty of
replacing the executive with a well-qualified persour overall growth and development as a compentygeneral salary trends in our industry
and among our peer group and where the execusiaklsy falls in the salary range presented bydhtd. In making decisions regarding salary
increases, we may also draw upon the experiengeenfbers of our board of directors with other conigmrNo formulaic base salary increa
are provided to our named executive officers, ardle not target the base salaries of our namedixeofficers at a specified compensation
level within our peer group or other market benctkna

The following table sets forth the annuasé salary for 2010 and 2011 for our named exexoffficers:

2010 2011
Executive Base salary(1) Base salary(1)
Robert J. Mulroy $ 432,25. $ 457,33(
President and Chief Executive Offic

William A. Sullivan 240,00( 247,20(
Chief Financial Officer and Treasurt

Fazal R. Khar 309,81: 319,93
Senior Vice President of Manufacturi

Ulrik B. Nielsen 287,37( 302,94(
Senior Vice President and Chief Scientific Offi

Clet M. Niyikiza 329,89:. 341,65:

Executive Vice President of Developm

(1)  The adjustments to the 2010 base salaries weretigéfid-ebruary 1, 2010 (July 1, 2010 for Mr. Swliy and the
adjustments to the 2011 base salaries were eféesfivil 1, 2011

For 2011, the organization and compensatiwnmittee determined to adjust the base salafieaah of our named executive officers
based on their overall performance in 2010, thiréased level of experience and, as a resultroé@tinued growth in our industry, to ensure
that their salaries remained competitive with thaksimilarly situated executives in our peer group

We expect that, in the first half of 201t% organization and compensation committee wil@ate whether to adjust the base salaries of
each named executive officer for 2012.

Annual performanc-based cash bonus

We have designed our annual performanceebeash bonus program to emphasize pay-for-perfozenand to reward our named
executive officers for (1) the achievement of sfiediannual corporate objectives, (2) the achiewdgrnéspecified annual individual
performance objectives and (3) the achievemenpetified objectives that support the overall managg of the company and the creation of
long-term value for our stockholders, which we refeas the general management contribution. Erebutive officer is eligible to receive an
annual performance-based cash bonus,
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which we refer to as an annual cash bonus, in auatrup to a fixed percentage of his base salarypous percentage, and each of the
foregoing three elements is weighted equally iredeining the percentage of the annual cash boraigth executive will receive.

The annual corporate objectives compongtiteoannual cash bonus focuses on the achieveshspecific research, clinical, regulatory,
operational and financial milestones. The corpooéijectives are proposed by senior managementyestin the company's annual operating
plan that is reviewed and approved by our boamiretctors at its regularly scheduled meeting inftheth quarter of our fiscal year, with such
modifications as the board deems appropriate. Thaa individual performance objectives compondrihe annual cash bonus focuses on
contributions made by each individual executiveceff within their respective areas of responsiptiitat facilitate the achievement of our
corporate objectives. Each executive officer, idelg our President and Chief Executive Officer,gm®es his own annual individual objectives
prior to the start of the company's fiscal yeaatialy to building our long-term capabilities, whiake then reviewed and approved by the
organization and compensation committee, with sunobifications as the committee deems appropriat@igvement of the corporate and
individual objectives is measured on a successfaliacessful basis and proportionate achievemempafticular goal is not taken into accol
Our organization and compensation committee haadhwority to shift both corporate and individualds to subsequent fiscal years and
eliminate them from the current year's bonus cataut if it determines that circumstances that viergond the control of the executive were
the primary cause of a goal being unattainable.ctinporate and individual objectives establisheatwyboard of directors and the organiza
and compensation committee are designed to resjigingficant effort and operational success on e f our executives and our company,
but also to be achievable with hard work and deitina

The general management contribution of eaautive officer, including our President andeZltixecutive Officer, is evaluated
retrospectively by our President and Chief Exe@ui@ificer, who reports his findings to the orgatima and compensation committee.
Historically, each executive has been evaluatedisgontributions to the following areas:

. the improvement of processes and efficiency;
. the development of human and scientific capacitg; a
. the development and management of stakeholdetading partners, collaborators, investigators, léhatders and licensee

Each executive's contributions are evatliatea scale of 0 to 3, with 0 meaning that thecetiee made no contribution, 1 meaning that
the executive's contributions were below expeaati@ meaning that the executive's contributionserpectations and 3 meaning that the
executive's contributions exceeded expectations.ekecutive's scores in each of the categoriethéoparticular year are totaled and the ratio
of the executive's score to the maximum numbeiogitp that the executive could have earned aclbsatagories is used to determine what
portion of this element of the annual cash bonastthe executive will earn. The organization anghpensation committee reviews and has the
authority to approve the evaluation prepared byRyesident and Chief Executive Officer or to adjust a manner that it sees fit. While this
element of the annual cash bonus is inherentlyestilip in nature, we believe it is important toageize the contributions made by our
executives that do not appear in the operating, pianobjective individual goals or on our finaritatements. These contributions may have
an impact beyond the current fiscal year, and vievethat giving a partial weighting in the annaakh bonus calculation to these intangible
contributions made by an executive is appropriatéght of our long-term goal of developing a matigd workforce and creating stockholder
value.

The bonus percentages for each executeveadrby the organization and compensation comenifiee bonus percentages that are
proposed by our organization and compensation ctieeni
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are derived from peer group data that is adjusieddtch the level of qualification and experientéhe executive candidate, but are guided by
our overarching "team-based" philosophy. Our orzation and compensation committee believes thaerecutive officers should function as
a team and that one way to foster a collaborateam-based environment is to provide for each ekexofficer to have a similar bonus
percentage.

Our organization and compensation commhgeeauthority to, in its sole discretion, adjir&t bonus percentage each year in connection
with its review of the executive's performance aad authority to allow an executive to receive ausgpayment in excess of his or her annual
cash bonus for exceptional performance. Furtherpgganization and compensation committee revidwwsassessment of each executive's
performance conducted by the organization and cosgi®mn committee with respect to the annual casiug and retains the authority, in its
sole discretion, to modify the amount of the anruzah bonus above or below the amount recommendttbrganization and compensation
committee.

2011 bonuses

For 2011, Mr. Mulroy is eligible to receiga annual cash bonus of up to 50% of his 2011 &@sey and each of Dr. Khan, Dr. Nielsen,
Dr. Niyikiza and Mr. Sullivan are eligible to regeiannual cash bonuses of up to 40% of their 2@&# kalaries. The bonus percentages fc
named executive officers for 2011 are the sama 2810.

For 2011, the annual corporate objectivégch account for one-third of the annual cash Isdiou each of our named executive officers,
were as follows:

. advance our five most advanced product candidateknical development;

. implement and advance a diagnostic strategy icliaical stage programs;

. deliver three lead molecules that were designetgusdetwork Biology into preclinical developme

. expand the application and capabilities of NetwBidogy across therapeutic, diagnostic and tectgyohlpplications; and
. secure additional funding through financings ansitess development.

For 2011, the individual goals for eacloof named executive officers account for one-tbirtheir annual cash bonus. The individual
goals for our named executive officers are prigalated to the corporate goals for which theyraost responsible and, to a lesser extent,
individual development goals or department spegials.

Mr. Mulroy's individual objectives for 20t&lated to developing a commercial strategy, segua partner to support our diagnostic
efforts, positioning us for additional subsidiariesssed on Network Biology, completing a series @veatible preferred stock financing and
preparing us for our initial public offering.

Mr. Sullivan's individual objectives for 2D related to implementing an improved materialstica system, preparing our operating plan
for 2012, preparing us for our initial public offieg and implementing the necessary public compappnting and other structures for after the
completion of our initial public offering.

Mr. Khan's individual objectives for 201dlated to completing various manufacturing and @ssalevelopment milestones related to MM-
398, MM-121, MM-111, MM-151 and MM-141.

Dr. Nielsen's individual objectives for 20felated to advancing our preclinical product ¢datks, overseeing the organizational
development and scientific advancement of Silvere®rand extending Network Biology into additior@rapeutic fields.
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Dr. Niyikiza's individual objectives for 2Q related to the initiation and advancement aficéil trials of MM-398, MM-121, MM-111,
MM-302 and MM-151 and gaining the support for olimical strategies from our clinical advisory group

We expect that, in the first half of 201f% organization and compensation committee wal@ate the achievement of the 2011 corporate
objectives, the achievement of the 2011 indivicheaformance objectives and the general managematrilsution of each named executive
officer for purposes of determining actual bonuoants for our executive officers for 2011.

The following table sets forth each nameekcetive officer's annual cash bonus eligibilitpitbas a percentage of annual base salary and
in actual dollars). As disclosed above, notwithdiag the annual cash bonus assessment performi lmyganization and compensation
committee for each executive officer, our organ@matnd compensation committee retains full disoreto adjust each executive officer's
annual cash bonus beyond the amount calculated.

Annual Target

2011 Base bonus percentage cash

Name salary range bonus
Robert J. Mulroy $ 457,33( 0-50%%$ 228,66!
William A. Sullivan 247,20( 0-40 98,88(
Fazal R. Khar 319,93: 0-40 127,97:
Ulrik B. Nielsen 302,94( 0-40 121,17¢
Clet M. Niyikiza 341,65: 0-40 136,66(

Equity incentive award

Our equity award program is the primaryigkhfor offering long-term incentives to our exégas. While we do not currently have any
equity ownership guidelines for our executives,beéeve that equity grants provide our executivéh & strong link to our long-term
performance, create an ownership culture and loedtign the interests of our executives and ouwlkdtolders. Because our executives profit
from stock options only if our stock price incresiselative to the stock option's exercise pricepekeve stock options provide meaningful
incentives to our executives to achieve increasd#isd value of our stock over time. In additiore tresting feature of our equity grants
contributes to executive retention by providingragentive to our executives to remain employed $yluring the vesting period. Prior to our
initial public offering, our executives were eliggtto participate in the 2008 plan and the 199@.puring 2011, all stock options were grar
pursuant to the 2008 plan. Following the closingwf initial public offering, our employees and ewsives will be eligible to receive stock-
based awards pursuant to the 2011 stock incenidre pr the 2011 plan. Under the 2011 plan, exeestwill be eligible to receive grants of
stock options, restricted stock, restricted staiksy stock appreciation rights and other stockedasquity awards at the discretion of our
organization and compensation committee.

We use stock options to compensate our daxrecutive officers both in the form of initialagnts in connection with the commencement
of employment and generally on an annual basie#itar. Our organization and compensation committag also make additional
discretionary grants, typically in connection witle promotion of an employee, to reward an emplofgeeretention purposes or for other
circumstances recommended by management. Typitla#lystock options we grant to our executives gaatterly over a three year period.
Vesting and exercise rights cease shortly afteniteation of employment except in the case of deattlisability. Prior to the exercise of an
option, the holder has no rights as a stockhold#r respect to the shares subject to such optimfyding voting rights or the right to receive
dividends or dividend equivalents.

In determining the size of the annual stoption grants to our executives, our organizasinod compensation committee is guided by our
overarching team-based philosophy. To help foster
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collaboration among our named executive officeus,arganization and compensation committee hastisily aimed to make equal annual
grants of options to each executive officer. Iredstining the amount of the annual stock option taour organization and compensation
committee considers recommendations developed bygampensation consultant, including informatiogaling comparative stock
ownership and equity grants received by the exeesiiin our peer group and our industry. In addjtmmr organization and compensation
committee considers our corporate performancepthential for enhancing the creation of value for stockholders, the amount of equity
previously awarded to the executives and the vgstirsuch awards.

We have historically granted stock optiarith exercise prices that are set at no less tharfair market value of shares of our common
stock on the date of grant as determined by owarorgtion and compensation committee with the &sgie and recommendation of
management, in good faith based on a number ottigeand subjective factors, including contempigtvaluations prepared by an external
consultant. The exercise price of all stock optigremted after the closing of our initial publidering will be equal to the fair market value of
shares of our common stock on the date of grarithwdgeenerally will be determined by reference e thosing market price of our common
stock on the date of grant. Following our initialgtic offering, we intend to grant equity awardsiaally.

2011 grants

In May 2011, as part of our annual gramcpss and consistent with our team-based approaclorganization and compensation
committee granted an option to purchase 50,00@sherour common stock to each of our named exexofficers. In addition, in May 2011,
our organization and compensation committee graseaption to purchase an additional 50,000 shtareach of Dr. Khan, Dr. Nielsen and
Dr. Niyikiza, reflecting the balance of annual gsathat we intended to make in December 2010 huitlawot grant at that time due to an
insufficient number of authorized shares of comrstmtk available for issuance under our 2008 plachf these options vests quarterly over
a three year period. The exercise price of eaclogrant is $5.54, the fair market value of oumeooon stock on the date of grant as
determined by our organization and compensatiomuittee.

Benefits and other compensati

We believe that establishing competitivadfé packages for our employees is an importastofan attracting and retaining highly
qualified personnel. We maintain broad-based bentifat are provided to all employees, includinglival, dental, group life insurance,
accidental death, dismemberment insurance, longhod term disability insurance, medical and deleen care flexible spending accounts,
personal welfare reimbursement stipends and maatontributions in our 401(k) plan. All of our exgives are eligible to participate in all of
our employee benefit plans, in each case on the &msis as other employees. Under our 401(k) plarare permitted to make discretionary
contributions and matching contributions, subjectdtablished limits and a vesting schedule. Ctlyreme match 50% of employee
contributions up to a maximum contribution by us3é6 of the employee's salary. The match vests %t @& year over four years. We also
provide each employee, including our executivesh ah annual $1,250 work welfare stipend that canged to pay for services such as
personal professional development, public transpior passes, gym memberships and medical insumampays. Our executives are also
entitled to supplemental long-term disability irsouce coverage that is not available to our othgl@yees. We provide a tayross up paymel
to our executives to compensate them for the amidititax cost of receiving this benefit. Consist@ith our compensation philosophy, we
intend to continue to maintain our current bendéitsour named executive officers. The organizadod compensation committee in its
discretion may revise, amend or add to the namedutive officer's benefits and perquisites if iedes it advisable.
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In particular circumstances, we sometimeard cash signing bonuses when executives firstysi Such cash signing bonuses typically
must be repaid in full if the executive voluntarigrminates employment with us prior to the finshizersary of the date of hire. Whether a
signing bonus is paid and the amount of the bosideiermined on a case-by-case basis under théispéing circumstances. For example,
we will consider paying signing bonuses to comptnia amounts forfeited by an executive upon teating prior employment, to assist with
relocation expenses or to create additional ingerftir an executive to join our company in a positivhere there is high market demand.

Severance and change in control benefits

Pursuant to employment agreements we hategesl into with our executives, our executiveseartitled to specified benefits in the event
of the termination of their employment under sgediftircumstances, including termination followiaghange in control of our company.
Please refer to "—Employment agreements" for a rdeteiled discussion of these benefits. We haveiged estimates of the value of the
severance payments made and other benefits protadedecutives under various termination circumsanunder the caption "—Potential
payments upon termination or change in controldwel

We believe providing these benefits helpsampete for executive talent. After reviewing finactices of companies represented in the
compensation peer group, we believe that our segerand change in control benefits are generallypéwith severance packages offered to
executives of the companies in our peer group.

We have structured our change in contrakfies as "double trigger" benefits. In other woriti® change in control does not itself trigger
benefits. Rather, benefits are paid only if the lyiment of the executive is terminated during acffjl period after the change in control. !
believe a "double trigger" benefit maximizes staukler value because it prevents an unintended waiintdf executives in the event of a frien
change in control, while still providing them appriate incentives to cooperate in negotiating @mgnge in control in which they believe they
may lose their jobs.

Risk considerationsin our compensation program

Our organization and compensation commhgeereviewed and evaluated the philosophy andiatda on which our compensation plans
have been developed and implemented across ouracgmip is our belief that our compensation progsata not encourage inappropriate
actions or risk taking by our executive officerse\db not believe that any risks arising from oupkayee compensation policies and practices
are reasonably likely to have a material adverfeebn our company. In addition, we do not belitheg the mix and design of the compone
of our executive compensation program encourageagenent to assume excessive risks. We believetnaturrent business process and
planning cycle fosters the behaviors and contiwds would mitigate the potential for adverse riakged by the action of our executives.

We believe that our current business proaesl planning cycle fosters the following behaviand controls that mitigate the potential for
adverse risk caused by the action of our executives

. annual establishment of corporate and individugatives for our performance-based cash bonus anogjfor our executive
officers that are consistent with our annual opegaand strategic plans, that are designed to eetitee proper risk/reward
balance, and that should not require excessivetalskg to achieve;
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. the mix between fixed and variable, annual and@nm and cash and equity compensation are designeacourage strategies
and actions that balance the company's short-tathicmg-term best interests; and

. stock option awards vest over a period of time,clwhire believe encourages executives to take atlermgview of our business.
Tax and accounting considerations

Section 162(m) of the Internal Revenue CafdE986, as amended, which will become applicables upon the closing of our initial
public offering, subject to certain transition ilgenerally disallows a tax deduction for compgasan excess of $1.0 million paid to our
chief executive officer, our chief financial officend our three other most highly paid executifeeefs (other than our chief executive officer
and chief financial officer). Qualifying performasbased compensation is not subject to the dedulitigtation if specified requirements are
met. We intend to periodically review the potentiahsequences of Section 162(m) and we generaéindrto structure the performance-based
portion of our executive compensation, where fdastib comply with exemptions in Section 162(m)isat the compensation will remain tax
deductible to us. However, the organization andpemsation committee may, in its judgment, authocz@pensation payments that do not
comply with the exemptions in Section 162(m) whtelnelieves that such payments are appropriateracatnd retain executive talent and are
in the best interests of our stockholders.

We account for equity compensation paidubemployees in accordance with FASB Accountirgn8ards Codification Topic 718,
Compensation—Stock Compensation ASC 718, which requires us to measure andgréze compensation expense in our financial
statements for all stock-based payments based estanate of their fair value over the service pef the award. We record cash
compensation as an expense at the time the obligetiaccrued.

Summary compensation table

The following table sets forth the totahgmensation awarded to, earned by or paid to ouedaRecutive officers during 2010 and 2011.

Non-equity
Option incentive plan All other
Salary awards compensation compensation Total
Name and principal position Year ($) ($)(1) ($)(2) ($)(3) ()]
Robert J. Mulroy(4 2011 451,88t 181,00( — 12,91 645,79¢
President and Chie
Executive Office 201C 432,25: — 217,77¢ 12,89 662,92:
William A. Sullivan 2011 245,40C 181,00( — 9,28. 435,68
Chief Financial Officer
and Treasure 201C 205,48! 260,71 76,80( 5,49¢ 548,49!
Fazal R. Khan(5 2011 317,600 362,00( — 11,167 690,77(
Senior Vice President ¢
Manufacturing
Ulrik B. Nielsen 2011 299,33:  362,00( — 9,287 670,62:
Senior Vice Presidet
and Chiel 201C 287,37( 334,12t 105,59¢ 8,98t  736,07¢
Scientific Officel
Clet M. Niyikiza 2011 339,16 362,00( — 1,24¢ 702,40¢
Executive Vice Preside
of Developmer 201C 329,89: 230,85:. 121,40: 2,18/ 684,33l

(1)  The amounts in the "Option awards" column refléetaggregate grant date fair value of stock optiyvasted during the year compu
in accordance with the provisions of ASC 718, edirlg the impact of estimated forfeitures relatedeovice-based vesting conditions
(which in our case
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were none). The assumptions that we used to cédctilase amounts are discussed in Note 16 to mamdial statements appearing at
the end of this Annual Report on Form 10-K.

(2) The amounts in the "N«equity incentive plan compensation” column represgrards to our named executive officers underaomua
cash bonus program. Annual bonus compensatior0fbt @ill be determined and paid in 2012, at whiatetwe will disclose such
amounts in a filing under Item 5.02(f) of Form 8-K.

3) Amounts represent the value of perquisites andr gtesonal benefits, which are further detailedefor 2011.

Group life
and disability
401(k) Match insurance Tax gross-ups Stipend Total
Name [6)] premium ($) (]G] ($)(b) ($)
Robert J. Mulroy 3,34t 9,12( 44¢ — 12,91t
William A. Sullivan 7,35( 234 44§ 1,25( 9,28
Fazal R. Khat 7,35( 2,11¢ 44¢ 1,25C 11,16
Ulrik B. Nielsen 7,35( 23¢ 44§ 1,25( 9,287
Clet M. Niyikiza — 79€ 44¢ — 1,24¢
€) Represents the value of the tax g-up payment provided to executives to compensata thethe additional tax cost
receiving supplemental long-term disability insuraroverage.
(b) Represents the value of the work welfare stiperd¢dbed above in "Benefits and other compensapoovided to the
executive.
4) Mr. Mulroy is also a member of our board of direstdut does not receive any additional compensétidis capacity as a director.
(5) Dr. Khan was not a named executive officer for 2(
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Grants of plan-based awards in 2011

The following table sets forth informaticegarding grants of plan-based awards to our naredutive officers during 2011.

Name
Robert J.
Mulroy

William
A.
Sullivan

Fazal R.
Khan

Ulrik B.
Nielsen

Clet M.
Niyikiza

All other
option
Estimated future payouts awards: Grant
under non-equity incentive number of Exercise or date fair
plan awards securities base price value of
underlying of option option
Grant Threshold Target Maximum options awards awards
date ($) 9D ($) (#) ($/share)(2) [6]6)]
5/3/201: — 228,66: — — — —
5/3/201: — — — 50,00( 554 181,00(
5/3/201: — 98,88( — — — —
5/3/201: — — — 50,00( 554 181,00(
5/3/201: — 127,97: — — — —
5/3/201: — — — 100,00( 5,54 362,00(
5/3/201: — 121,17¢ — — — —
5/3/201: — — — 100,00( 554  362,00(
5/3/201: — 136,66( — — — —
5/3/201: — — — 100,00( 5,54 362,00(

@

@)

@)

The target amounts in the "Estimated future payooter non-equity incentive plan awards" columrreéspnt the amount determined
by our organization and compensation committed@sarget annual cash bonus payable to each exeaificer for 2011. On May 3,
2011, our organization and compensation commitséebéished the annual cash bonus targets for 2314 percentage of annual base
salary, for each executive officer.

The exercise price per share of each option aveaedual to the fair value per share of our comntockson the date of grant

determined by our board of directors.

The amounts in the "Grant date fair value of opti@rards” column reflect the grant date fair valiegtion awards granted in 2011

calculated in accordance with ASC 718.
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Outstanding equity awards at December 31, 2011

The following table sets forth informaticegarding outstanding stock options held by ouretexecutive officers as of December 31,
2011.

Number of securities Number of securities Option
underlying unexercised underlying unexercised exercise
options exercisable options unexercisable price Option
Name #) (#) ($/share) expiration date
Robert J. Mulroy 75,00( — 2.1¢ 8/2/201:
50,00( — 2.1¢ 5/8/201:
158,04¢ — 1.2t 8/30/201-
141,95 — 1.2t 8/30/201:
25,83: — 1.2t 8/2/201"
224,16 — 1.2t 8/2/201*
43,24 — 1.71 8/3/201"
456,75 — 1.71 8/3/201"
52,98t — 247 1/23/201°
97,01¢ — 2.47 1/23/201°
26,68¢ — 2.5¢ 10/4/201°
248,31 — 2.5¢ 10/4/201°
581,24¢ 193,75(1) 2.1z 11/4/201¢
8,33¢ 41,667(2) 5.54 5/2/202:
William A. Sullivan 75,00( — 2.1z 12/4/201°
16,50( — 2.1 5/4/201¢
35,00( — 1.81 9/21/201¢
45,00( 15,00((1) 2.12 11/4/201¢
62,50( 87,50((3) 2.6€ 12/21/202!
8,33¢ 41,667(2) 5.54 5/2/202:
Fazal R. Khar 150,00( — 1.71 2/24/201¢
23,41: — 2.47 10/3/201¢
11,58¢ — 2.47 10/3/201¢
21,94¢ — 2.5¢ 10/4/201°
93,05¢ — 2.5¢ 10/4/201°
262,50( — 1.81 9/21/201¢
135,00( 45,00((2) 2.1z 11/4/201¢
20,83: 29,167(3) 2.6¢ 12/21/202!
16,66¢ 83,33¢(2) 5.54 5/2/202:
Ulrik B. Nielsen 4,36¢ — 2.1¢ 8/2/201:
10,48: — 2.1¢ 5/8/201:
150,00( — 1.2t 8/30/201:
82,97, — 1.71 8/3/201"
17,02: — 1.71 8/3/201*
48,17¢ — 2.47 10/3/201¢
26,82t — 2.47 10/3/201¢
53,37¢ — 2.5¢ 10/4/201°
146,62 — 2.5¢€ 10/4/201°
250,00( — 1.81 9/21/201¢
135,00( 45,00((1) 2.1z 11/4/201¢
58,33: 41,667(4) 2.1z 1/31/202(
25,00( 35,00((3) 2.6¢€ 10/14/202
20,83: 29,16(3) 2.6¢€ 12/21/202!
16,66¢ 83,33¢(2) 5.54 5/2/202:
Clet M. Niyikiza 133,33: 66,667(1) 2.1z 11/4/201¢
58,33: 41,667(4) 2.1z 1/31/202(
20,83: 29,16%(3) 2.6¢ 12/21/202!
16,66¢ 83,33¢2) 5.54 5/2/202:

(1)  The unvested shares under this option are schetluhegit in approximately equal quarterly instalhtsethrough August 1, 2012.

151






Table of Contents

2) The unvested shares under this option are schetlegst in approximately equal quarterly instaltsethrough May 1, 2014.
(3) The unvested shares under this option are schetlulegbt in approximately equal quarterly instaiisethrough July 1, 201

(4)  The unvested shares under this option are schetlulegkt in approximately equal quarterly instalfisethrough January 1, 2013.
Option exercises and stock vested
The following table sets forth informaticegarding stock options exercised by our namedwixecofficers during 2011.

Option awards
Number of shares

acquired on Value realized
Name exercise (#) on exercise ($)
Robert J. Mulroy 82,48: 209,31:

None of our named executive officers hely gestricted stock that vested in 2011.
Employment agreements

In August and September 2011, we enteredamended and restated employment agreement&agthof our executive officers. Each of
these agreements provides for an employment tentincng until December 31, 2012, unless earliemteated in accordance with the
agreement. Each agreement renews automaticallyatter for successive one-year terms, unless eitbar the executive officer gives notice
of non-renewal.

These employment agreements prohibit oacetive officers, during the term of employment ang severance period and for a period of
one year thereafter, from competing with us anetisiolg or hiring our employees. Our executive offis also are bound by the terms of
separate non-competition, non-solicitation, norcldisure and developments agreements.

Pursuant to the terms of these employmgi@eanents, our named executive officers who wangrgpas executive officers as of
December 31, 2011 receive the following base ssdand are eligible for the following bonus perages.

Name Annual base salary Bonus percentage
Robert J. Mulroy $ 457,33( 50%
William A. Sullivan 247,20( 40
Fazal R. Khar 319,93: 40
Ulrik B. Nielsen 302,94( 40
Clet M. Niyikiza 341,65: 40

Upon execution and effectiveness of a sevar agreement and release of claims, each exeaffiger is entitled to severance payments
if we terminate the executive officer's employmefthout cause, as defined in the employment agreernmeluding our decision not to renew
the executive officer's term of employment, or ¢éixecutive officer terminates employment with usgood reason, as defined in the
employment agreement.

If an executive officer's employment teratgs under these circumstances, in each caseé@gaarhange in control, as defined in the
employment agreement, we are obligated for a perid® months to pay such executive officer hissbealary, pay for coverage for such
executive officer under any company sponsored arste and benefit programs available to our sen@mragement employees and, to the
extent allowed by applicable law and the applicaiden documents, continue to provide to
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such executive officer all company employee bengéins and arrangements available to our senioagement employees. In addition, we
would be obligated to pay to each of our execubffiecers a pro-rata bonus for the portion of tharyi which such executive officer was
employed by us based on his average annual boyusepés over each of the three years prior to tlee gétermination, or such lesser period
during which such executive officer served as dnauo executive officers.

If an executive officer's employment teratis under these circumstances, in each case WBhmonths following a change in control,
are obligated to pay such executive officer a lsmm amount equal to 36 months of his base salas/gpbonus equal to three times the
average of his annual bonus payments over eadtedhtee years prior to the year of terminatiorsumh lesser period during which such
executive officer served as one of our executifieers, accelerate the vesting of all outstandioglsoptions, restricted stock or other equity
awards granted to the executive officer, pay farecage for such executive officer under any componsored insurance and benefit
programs available to our senior management emefofgr a period of 18 months and, to the exteoinadt! by applicable law and the
applicable plan documents, continue to provideutthsexecutive officer all company employee berpfins and arrangements available to our
senior management employees for a period of 18 imsont

If we terminate an executive officer's eayphent due to disability, the executive officerlaé eligible to receive a pro-rata bonus for the
portion of the year in which such executive offioers employed by us based on his average annuaskp@yments over each of the three y
prior to the year of termination, or such lessetqukduring which such executive officer servedae of our executive officers.

Potential payments upon termination or change in aatrol

The following tables set forth informaticegarding potential payments that each named exeanfficer who was serving as an executive
officer as of December 31, 2011 would have receif/dte executive officer's employment had termémbhs of December 31, 2011 under the
circumstances set forth below.

Termination without cause
or for good reason prior to
a change in control

Name Cash payment Value of benefits
Robert J. Mulroy $ 642,42 $ 22,27
William A. Sullivan 324,00( 13,87¢
Fazal R. Khar 425,38: 13,27(
Ulrik B. Nielsen 403,70( 1,09t
Clet M. Niyikiza 452,35: 13,27(

Termination without cause or for good reasor
within 18 months following a change in control
Value of stock

options with

accelerated
Name Cash payment vesting(1) Value of benefits
Robert J. Mulroy $ 1,927,27. $ 1,006,33" $ 33,40¢
William A. Sullivan 972,00( 511,15¢ 20,81:
Fazal R. Khat 1,276,14. 466,97 19,90¢
Ulrik B. Nielsen 1,211,09! 821,16: 1,64:
Clet M. Niyikiza 1,357,051 776,04 19,90¢

(1)  The value of stock options with accelerated vestépyesents the value of unvested stock optionadbass the difference between 1
exercise price of the options per share and thialipublic offering price of $7.00 per share.
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Termination for disability

Name Cash payment

Robert J. Mulroy $ 185,09«
William A. Sullivan 76,80(
Fazal R. Khar 105,44¢
Ulrik B. Nielsen 100,76(
Clet M. Niyikiza 110,70:

Pension benefits

We do not maintain any defined benefit pemgplans.
Nonqualified deferred compensation

We do not maintain any nonqualified defdrcempensation plans.
401(k) retirement plan

We maintain a defined contribution employerement plan for our employees. Our 401(k)yestient plan, or 401(k) plan, is intended to
qualify as a tax-qualified plan under Section 40the Internal Revenue Code so that contributionsur 401(k) plan, and income earned on
such contributions, are not taxable to participamtsd withdrawn or distributed from the 401(k) pleOur 401(k) plan provides that each
participant may contribute up to 100% of his or pex-tax compensation, up to a statutory limit,akhis $16,500 for 2011. Participants who
are at least 50 years old can also make "catcteapttibutions, which in 2011 may be up to an addii $5,500 above the statutory limit.
Under our 401(k) plan, each employee is fully vestehis or her deferred salary contributions. Emgpk contributions are held and investe
the plan's trustee. Our 401(k) plan also permit®usake discretionary contributions and matchiogtdbutions, subject to established limits
and a vesting schedule. For 2010, we made an eepihogtching contribution equal to 50% of employe&dal contributions up to a
maximum deferral rate of 3% of compensation.
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Director compensation

Compensation for 2011

The following table sets forth informaticegarding the total compensation awarded to, edmgext paid to each of our current non-
employee directors during the year ended Decemhe2@L1 for their service on our board of directdiise compensation amounts presente
the table below are historical and are not indieatif the amounts we may pay our directors in tieré. Robert J. Mulroy, our Chief Execut
Officer, has not received and will not receive ayglitional compensation for his services as a ttiredhe compensation that we pay to
Mr. Mulroy is discussed under "Executive compermsgtabove.

Fees earned

or paid in Option awards Total
Name cash ($)(1) $)(2) (&)
Gary L. Crockel 62,75( 224,58t 287,33t
James van B. Dress 51,00( 179,67(  230,67(
Gordon J. Feh 65,50( 179,67( 245,17(
Robert C. Gay, Ph.D 42,00( 179,67(  221,67(
Walter M. Lovenberg, Ph.D 51,00( 179,67( 230,67(
Sarah E. Nas 61,00( 179,67( 240,67(
Michael E. Porter, Ph.D 38,00( 84,75( 122,75(
Anthony J. Sinskey, Sc.C 50,00( 179,67(  229,67(

(1) Fees earned or paid in cash consist of:

for Mr. Crocker, $38,000 for serving as chairmairhef board, $18,000 for attending board meetinglsfn750 for attendin
committee meetings;

for Mr. Dresser, $25,000 as a retainer for boardise, $18,000 for attending board meetings an@Bfor attending committ
meetings;

for Mr. Fehr, $25,000 as a retainer for board sen$18,000 for attending board meetings and $2Z&0attending committee
meetings;

for Dr. Gay, $25,000 as a retainer for board sen$d.6,000 for attending board meetings and $2f@08ttending committe
meetings;

for Dr. Lovenberg, $25,000 as a retainer for baandiice, $18,000 for attending board meetings &add® for attending
committee meetings;

for Ms. Nash, $25,000 as a retainer for board sen$16,000 for attending board meetings and $20f@0attending committe
meetings;

for Mr. Porter, $25,000 as a retainer for boardiser $10,000 for attending board meetings andGEBfOr attending committe
meetings; and

for Dr. Sinskey, $25,000 as a retainer for boardise, $18,000 for attending board meetings an@®Y for attending committe
meetings.

(2)  The amounts in the "Option awards" column refléetaggregate grant date fair value of stock optiyvaated during the year
directors for their service as directors computeddcordance with the provisions of ASC 718, exidgdhe impact of estimated
forfeitures related to service-based vesting camust (which in our case were none). The assumptloatswe used to calculate these
amounts are discussed in Note 16 to our finanti¢sents appearing at the end of this Annual RepoForm 10-K.

As of December 31, 2011, the aggregate numberasestof our common stock subject to each non-ereplalrector's outstanding
option awards was as follows: Mr. Crocker 356,250;
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Mr. Dresser 248,462; Mr. Fehr 218,462; Dr. Gay 088; Dr. Lovenberg 218,462; Ms. Nash 193,000; Dridt 145,000; and Dr.
Sinskey 218,462.

Director compensation arrangements

For 2011, each non-employee director, difien the chairman of the board, received an ameteiher for board service of $25,000. The
chairman of the board received an annual retaordodard service of $38,000. Our non-employee thrsovere paid an additional $2,000 for
each board meeting that they attended. In additirenmembers of each of our four board committeesived a fee for each committee mee
that they attended. The chairs of each of our fmard committees received an additional fee foheaeeting of such committee that they
attended. Each non-employee director, other thamchiairman of the board, was also granted a stpti&roto purchase 25,000 shares of our
common stock. The chairman of the board was gramtdck option to purchase 31,250 shares of aunuan stock.

In 2011, our non-employee directors alseineed stock option grants that were intended tgreated during 2010, but were not able to be
granted at that time because we did not have &®uff number of shares of common stock availabtegfant under the 2008 plan. For their
service in 2010, each non-employee director, dtiem the chairman of the board and Mr. Porter, jsiveed the board in December 2010, was
granted a stock option to purchase 28,000 sharesrafommon stock. The chairman of the board wastgd a stock option to purchase 35,
shares of our common stock.

For 2012, our non-employee directors wélldnmpensated for their services to the board|ksvs

. an annual retainer for board service of $25,000 &30 for the chairman of the boar

. a fee of $2,000 for each meeting of the boardehah non-employee director attends;

. an annual stock option grant with a grant dateviaiue of approximately $90,500 (approximately $123 for the chairman of
the board);

. for members of the audit committee, a fee of $1,7@0meeting of the audit committee that each mopleyee director attends

($3,000 per meeting for the chair);

. for members of the organization and compensatiomaitiee, a fee of $1,000 per meeting of the orgaitn and compensatic
committee that each non-employee director atted2$00 per meeting for the chair);

. for members of the corporate governance and noinghabmmittee, a fee of $750 per meeting of th@pomte governance and
nominating committee that each non-employee direaitends ($1,000 per meeting for the chair); and

. for members of the executive committee, a fee gd@1 per meeting of the executive committee theh eer-employee directc
attends ($1,500 per meeting for the chair).

In addition, we have reimbursed, and walhtinue to reimburse, our hon-employee directorgHeir travel, lodging and other reasonable
expenses incurred in attending meetings of ourcdbaad committees of our board.

Compensation Committee Interlocks and Insider Parttipation

None of our executive officers serves asember of the board of directors or compensationraiitee, or other committee serving an
equivalent function, of any other entity that hags or more of its executive officers serving asearber of our board of directors or our
organization and compensation committee. Noneefibmbers of our organization and compensation dtie@rhas ever been our employee.
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Compensation Committee Report

The organization and compensation committeereviewed and discussed the Compensation Bisouand Analysis required by
Item 402(b) of Regulation S-K with management. Blase such review and discussions, the organizatimhcompensation committee
recommended to the board that the Compensatiorufigm and Analysis be included in this Annual Repa Form 10-K.

Organization and Compensation Commil

Gordon J. Fehr (Chair)
Walter M. Lovenberg, Ph.D.
Anthony J. Sinskey, Sc.[

Iltem 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder M&trs
Securities Authorized for Issuance under Equity Corpensation Plans

See "Securities Authorized for Issuanceenrtetjuity Compensation Plans” in Item 5 of this AahReport on Form 10-K.
Security Ownership of Certain Beneficial Owners andlanagement

The following table sets forth informatiasith respect to the beneficial ownership of our coom stock as of February 29, 2012 by:

. each of our directors;

. each of our named executive officers;

. all of our directors and executive officers as augy; anc

. each person, or group of affiliated persons, wHaisvn by us to beneficially own more than 5% of common stock

The column entitled "Percentage of shaegweficially owned—nbefore offering” is based on &ltof 78,096,254 shares of our common
stock outstanding as of February 29, 2012, assuthimgutomatic conversion of all outstanding shafesir preferred stock into an aggregate
of 66,255,529 shares of our common stock uponltheng of our initial public offering. The columm#tled "Percentage of shares beneficially
owned—after offering" is based on 92,396,254 shafesir common stock to be outstanding after oitiainpublic offering, including the
14,300,000 shares of our common stock that weeadliagin our initial public offering, but not inating any additional shares issuable upon
exercise of outstanding options or warrants.
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Beneficial ownership is determined in adewsrce with the rules and regulations of the SECiariddes voting or investment power with
respect to our common stock. Shares of our comrnmak subject to options that are currently exetdisa@r exercisable within 60 days after
February 29, 2012 are considered outstanding aneffiséally owned by the person holding the optionsvarrants for the purpose of
calculating the percentage ownership of that pebsgmot for the purpose of calculating the peragatownership of any other person. Except
as otherwise noted, the persons and entities srtdbie have sole voting and investing power wagpect to all of the shares of our common
stock beneficially owned by them, subject to comityuproperty laws, where applicable. Except as ntlige set forth below, the address of
beneficial owner is c/o Merrimack Pharmaceutickds,, One Kendall Square, Suite B7201, Cambridgas$dchusetts 02139.

Entities affiliated with Fidelity Investmi one of our existing principal stockholders, dadicated an interest in purchasing an
aggregate of up to approximately $28.7 milliontaes of our common stock in our initial publicesthg at the initial public offering price.
However, because indications of interest are nalibg agreements or commitments to purchase, #a#tees may determine to purchase
fewer shares than they have indicated an intemgatiichasing or not to
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purchase any shares in our initial public offeribe following table does not reflect any potengiatchases by these entities.

Number of shares

Percentage of shares
beneficially owned

Before

After

Name and address of beneficial owner beneficially owned offering offering
5% Stockholders:
Fidelity Investments(1 5,524,13! 7.01% 5.9&¢%
82 Devonshire S
Boston, MA 0210¢
CSFB Next Fund, Inc.(z 4,818,56: 6.17 5.22
Eleven Madison Avenu
New York, NY 1001(
Fred Alger Management, Inc.( 4,349,36! 5.57 4.71
111 Fifth Avenue
New York, NY 10003
TPCG-Axon Partners(4 4,183,00! 5.3€ 4.5
888 Seventh Avenue, 38th Flc
New York, NY 1001¢
Directors and executive officers:
Robert J. Mulroy(5 2,864,15. 3.5€ 3.0
Fazal R. Khan, Ph.D. (¢ 766,66t * *
Ulrik B. Nielsen, Ph.D.(7 1,351,45! 1.71 1.4
Clet M. Niyikiza, Ph.D.(8 279,16 * *
William A. Sullivan(9) 276,49¢ * *
Gary L. Crocker(10 3,573,59. 4.5¢ 3.8t
James van B. Dresser(1 351,97- * *
Gordon J. Fehr(1Z 381,71! * *
Robert C. Gay, Ph.D.(1. 806,87¢ 1.02 *
Walter M. Lovenberg, Ph.D.(1- 295,60! * *
Sarah E. Nash(1! 1,122,49. 1.4z 1.21
Michael E. Porter, Ph.D.(1t 374,11 * *
Anthony J. Sinskey, Sc.D.(1 592,37t * *
All executive officers and directors as a group
(15 persons)(1€ 13,578,90 15.9¢% 13.61%
* Represents beneficial ownership of less than ongepeof our outstanding common sto

@ Consists of (i) 1,428,572 shares of common stodetlging shares of series G convertible prefertedisheld by
Fidelity Mt. Vernon Street Trust: Fidelity Growtro@pany Fund, (i) 2,142,858 shares of common stolerlying
shares of series G convertible preferred stock bglHidelity Securities Fund: Fidelity Blue Chipd@srth Fund,

(iif) 380,800 shares of common stock underlyingrebaf series G convertible preferred stock heldFiolglity Securities
Fund: Fidelity Series Small Cap Opportunities Fuing,80,373 shares of common stock underlying sharf series G
convertible preferred stock held by Fidelity AdviSeries VII: Fidelity Advisor Health Care Fund) (23,883 shares of
common stock underlying shares of series G corblertireferred stock held by Fidelity Central Invesnt

Portfolios LLC: Fidelity Health Care Central Furfdi) 14,977 shares of common stock underlying shafeseries G
convertible preferred stock held by Variable Inswwe Products Fund IV: Health Care Portfolio, (891,134 shares of
common stock underlying shares of series G corblertireferred stock held by Fidelity Capital Trusidelity Stock

Selector Small Cap Fund, (viii) 350,000 sharesomfimon stock underlyin
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(@)

3)

(4)

shares of series G convertible preferred stock bglEidelity Select Portfolios: Health Care Poritficdnd (ix) 611,53¢
shares of common stock underlying shares of s&iesnvertible preferred stock held by Fidelity DegtPortfolios:
Fidelity Advisor Capital Development Fund.

Fidelity Management & Research Company, or Fidgtitywholly-owned subsidiary of FMR LLC, acts asdatment
adviser for the beneficial owners set forth abarehe funds. Edward C. Johnson 3d, the ChairmdMR LLC, and his
family members, directly or through trust, are jg&rto a shareholders' agreement and may be deemdet, the
Investment Act of 1940, to form a controlling growfih respect to FMR LLC and therefore to be pesswith the
indirect control of Fidelity. Fidelity has the abjlto make decisions with respect to the votind disposition of the
shares set forth above, subject to the oversigtiteoboard of trustees (or similar entity) of e&atd. The board of
trustees of each fund has enacted a policy witbeiego the voting of any investment property owttesteby and shares
are voted for the funds by Fidelity in accordand#wuch policies. Under the terms of its managementract with each
fund, Fidelity has overall responsibility for ditexy the investments of the fund in accordance Withfund's investment
objective, policies and limitations. Each fund bag or more portfolio managers appointed by andrsgat the pleasure
of Fidelity who make the decisions with respedtit® disposition of the shares.

The percentage of shares beneficially owned afieintial public offering would be 10.42%, assuithe purchase of
all of the shares that entities affiliated with &lity Investments have indicated an interest irchasing in our initial
public offering.

Consists of (i) 2,857,778 shares of common stodletlging shares of series E convertible prefertedisand
(i) 1,960,784 shares of common stock underlyingrel of series F convertible preferred stock.

Consists of (i) 396,775 shares of common stock dyidg shares of series G convertible preferredlstoeld by Alger
Capital Appreciation Fund, (ii) 496,510 sharesahmon stock underlying shares of series G convergiteferred stock
held by Alger Capital Appreciation Institutionalira (i) 129,055 shares of common stock underhshgres of series G
convertible preferred stock held by Alger Capitpipteciation Portfolio, (iv) 17,984 shares of comnstomck underlying
shares of series B convertible preferred stockl&htl49 shares of common stock underlying sharserids C convertib
preferred stock held by Alger Dynamic Opportunifi@sd, (v) 6,366 shares of common stock underlgimayes of
series B convertible preferred stock and 4,300eshaf common stock underlying shares of seriesrivertible preferred
stock held by Alger Dynamic Return Fund, (vi) 268%hares of common stock underlying shares oés&iconvertible
preferred stock and 181,700 shares of common stedkrlying shares of series C convertible prefestedk held by
Alger Health Sciences Fund, (vii) 343,768 sharesomfimon stock underlying shares of series B coiblenpreferred
stock and 232,232 shares of common stock underkfiages of series C convertible preferred stoctt hglAlger Mid
Cap Growth Fund, (viii) 905,574 shares of commatlstunderlying shares of series B convertible preféstock and
611,759 shares of common stock underlying sharssrigs C convertible preferred stock held by Algét Cap Growth
Institutional Fund, (ix) 200,531 shares of commtatk underlying shares of series B convertible gmefd stock and
135,469 shares of common stock underlying sharserigs C convertible preferred stock held by Algét Cap Growth
Portfolio and (x) 406,230 shares of common stodltenlying shares of series G convertible prefertedksheld by Alger
Spectra Fund. Fred Alger Management, Inc. is thestment advisor of each of the above listed fiamtsas such has
sole voting and sole dispositive control over thewities owned by such funds.

Consists of (i) 1,466,667 shares of common stodetlying shares of series E convertible prefertedksand 1,313,725
shares of common stock underlying shares of serimvertible
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()

(6)

(7)

(8)

(9)

(10)

(11)

preferred stock held by TF-Axon International, L.P. and (ii) 755,555 sharesa@imon stock underlying shares
series E convertible preferred stock and 647,088eshof common stock underlying shares of seriesnivertible
preferred stock held by TPG-Axon Partners, LP.

Consists of (i) 474,603 shares of common stock4(li397 shares of common stock underlying sharesries B
convertible preferred stock, (iii) 29,019 sharesa@imon stock underlying shares of series C coitlenpreferred stock
and (iv) 2,258,332 shares of common stock undeglgiotions that are exercisable as of February @92 »r will become
exercisable within 60 days after such date. Mr.relds wife, Jean Mulroy, holds (i) 57,143 sharesmhmon stock
underlying shares of series D convertible prefestedk and (ii) 4,657 shares of common stock undeglshares of
series E convertible preferred stock. Mr. and N#talroy share voting and investment control overdbeurities held by
Mrs. Mulroy and, as a result, Mr. Mulroy may be el to be the beneficial owner of the securitidd bg Mrs. Mulroy.

Consists of 766,666 shares of common stock unaerlgptions that are exercisable as of Februarg@92 or will
become exercisable within 60 days after such date.

Consists of (i) 247,443 shares of common stock(antl,104,016 shares of common stock underlyintjons that are
exercisable as of February 29, 2012 or will becexercisable within 60 days after such date.

Consists of 279,164 shares of common stock unaeherlgptions that are exercisable as of Februarg@92 or will
become exercisable within 60 days after such date.

Consists of 276,499 shares of common stock unaerlgptions that are exercisable as of Februarg@92 or will
become exercisable within 60 days after such date.

Mr. Crocker owns directly 59,863 shares of commoalsunderlying shares of series C convertiblegrefl stock.

Mr. Crocker also owns jointly with his wife, Ann @ker, (i) 463,654 shares of common stock undeglgimares of
series D convertible preferred stock, (ii) 46,6Aéres of common stock underlying shares of seriesrizertible
preferred stock, (iii) 41,900 shares of commonlstaaderlying shares of series F convertible prefistock and

(iv) 313,266 shares of common stock underlying ehaf Series G convertible preferred stock. Intaidi Mr. and

Mrs. Crocker, certain members of Mr. Crocker's fgndertain trusts established for members of ModRer's family an
certain entities controlled by Mr. Crocker or memsbef his family are parties to a Shareholder ipt#igreement, dated
December 20, 2010, or the Crocker voting agreenpemsuant to which the parties to the agreement baveed to vote
his, her or its shares as directed by Crocker fesflLLC. Mr. Crocker is the President, Manager emairman of
Crocker Ventures, LLC and in connection therewitares voting control over all of the shares sulijgtihe Crocker
voting agreement. As a result, in addition to thares of common stock underlying shares of corblerfireferred stock
held by Mr. Crocker individually and by Mr. and MGrocker jointly, Mr. Crocker may be deemed thadfeial owner
of (i) 783,838 shares of common stock underlyingreh of series C convertible preferred stock2(i,717 shares of
common stock underlying shares of series D corblerfireferred stock, (i) 509,324 shares of commstmtk underlying
shares of series E convertible preferred stock,6d\8,100 shares of common stock underlying shafresries F
convertible preferred stock and (v) 170,004 shafemmmon stock underlying shares of series G caitve preferred
stock held by the parties to the Crocker votingeagrent. The number of shares beneficially ownellbyCrocker also
includes 356,250 shares of common stock underlgptpns that have been issued to Mr. Crocker aaczercisable as
of February 29, 2012 or will become exercisabléimit0 days after such date.

Consists of (i) 87,500 shares of common stock1{il11 shares of common stock underlying sharssrids E

convertible preferred stock, (iii) 4,901 sharesa@fimon stock underlying shares of series F corblergireferred stock
and (iv) 248,462 shares of common stock underlgipigpons
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(12)

(13)

(14)

(15)

(16)

that are exercisable as of February 29, 2012 dtedome exercisable within 60 days after such.:

Consists of (i) 141,031 shares of common stock2di222 shares of common stock underlying sharssries E
convertible preferred stock and (iii) 218,462 skasEcommon stock underlying options that are dsalde as of
February 29, 2012 or will become exercisable wislndays after such date.

Includes (i) 175,316 shares of common stock undeglghares of series B convertible preferred st(igkl 42,857 shares
of common stock underlying shares of series D crible preferred stock, (iii) 8,766 shares of conmsbock issuable
upon the exercise of common stock warrants outstgrahd (iv) 153,000 shares of common stock undeglgptions tha
are exercisable as of February 29, 2012 or wilbbee exercisable within 60 days after such date@ay is also the
trustee of the Robert C. Gay 1998 Family Trust laasl voting and investment control over, and magidemed to be the
beneficial owner of, (i) 175,316 shares of commimtls underlying shares of series B convertible gurefd stock,

(i) 142,857 shares of common stock underlying ebaf series D convertible preferred stock anji&jir66 shares of
common stock issuable upon the exercise of comnumk svarrants outstanding held by the Robert C. G288 Family
Trust.

Consists of (i) 70,000 shares of common stock,/(i43 shares of common stock underlying sharasriés D
convertible preferred stock and (iii) 218,462 skasEcommon stock underlying options that are dsalde as of
February 29, 2012 or will become exercisable wilndays after such date.

Includes (i) 44,440 shares of common stock, (i),181 shares of common stock underlying sharesrigssC convertibl
preferred stock, (iii) 28,571 shares of commonlstaaderlying shares of series D convertible pref@istock, (iv) 222,22
shares of common stock underlying shares of sérigenvertible preferred stock, (v) 142,610 shafemmon stock
underlying shares of series F convertible prefestedk, (vi) 25,000 shares of common stock undeglhares of series
convertible preferred stock and (vii) 193,000 skarecommon stock underlying options that are dgalde as of
February 29, 2012 or will become exercisable wilndays after such date. Ms. Nash is also théegud the Sarah E.
Nash 2009 Grantor Retained Annuity Trust and, ah,sias voting and investment control over, and begeemed the
beneficial owner of, 64,448 shares of common stoaderlying shares of Series F convertible prefestedk held by the
Sarah E. Nash 2009 Grantor Retained Annuity TMst.Nash's husband, Michael Sylvester, holds (j222 shares of
common stock, (ii) 30,040 shares of common stodeuying shares of Series C convertible prefertedks (iii) 14,286
shares of common stock underlying shares of SBriesnvertible preferred stock, (iv) 188,889 sharesommon stock
underlying shares of Series E convertible prefestedk, (v) 19,607 shares of common stock undeglgimares of series F
convertible preferred stock and (vi) 7,000 shafesbacmon stock underlying shares of series G cdiblerpreferred
stock. Mr. Sylvester and Ms. Nash share votingiamestment control over the securities held by $ylvester and, as a
result, Ms. Nash may be deemed the beneficial owhtre securities held by Mr. Sylvester.

Includes (i) 63,000 shares of common stock, (iip58 shares of common stock underlying sharesrefss€ convertible
preferred stock, (iii) 34,286 shares of commonlstaaderlying shares of series D convertible preféistock, (iv) 25,000
shares of common stock underlying shares of serigavertible preferred stock, (v) 33,000 sharesoofimon stock
underlying shares of series F convertible prefestedk, (vi) 28,570 shares of common stock undeglghares of series
convertible preferred stock and (vii) 133,749 skarecommon stock underlying options that are dgalde as

February 29, 2012 or will become exercisable wilndays after such da
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(17) Consists of (i) 237,431 shares of common stock(and18,462 shares of common stock underlyingamithat are
exercisable as of February 29, 2012 or will becexercisable within 60 dates after such date. Drsl&y also owns
jointly with his wife, Chokyun Rha-Sinskey, (i) 383 shares of common stock underlying shares aé$SBrconvertible
preferred stock and (ii) 18,024 shares of commoaokstinderlying shares of series C convertible pretestock.

Dr. Sinskey is also the trustee of the Anthonyidsi&ey 2010 Grat | and, as such, has voting anesimrent control over,
and may be deemed the beneficial owner of, 81,lid6es of common stock held by the Anthony J. Spn&H.0 Grat I.

(18) Includes 6,966,741 shares of common stock underlgptions that are exercisable as of February @82 2r will becom
exercisable within 60 days after such d
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Item 13. Certain Relationships and Related Trarections, and Director Independence

Since January 1, 2011, we have engagdtkifotlowing transactions with our directors, extagel officers and holders of more than 5% of
our voting securities, and affiliates or immeditatmily members of our directors, executive officarsl holders of more than 5% of our voting
securities. We believe that all of these transastiwere on terms as favorable as could have baamet from unrelated third parties.

Series G convertible preferred stock financing

In April 2011, we issued and sold an aggte@f 11,000,000 shares of our series G convertitédferred stock at a price per share of $
for an aggregate purchase price of $77,000,000fdlleving table sets forth the number of shareswf series G convertible preferred stock
that we issued to our directors, executive offi@rd 5% stockholders and their affiliates and imiatedfamily members.

Name Shares of series G convertible preferred stock
5% Stockholders:

Fidelity Investments(1 5,524,13!
Fred Alger Management, Inc.( 1,428,57!
Directors and executive officers:

Robert J. Mulroy(3 82,85¢
Gary Crocker(4 483,27(
Sarah E. Nash(t 32,00(
Michael E. Porte 28,57(

(1) Consists of (i) 1,428,572 shares of series G cdifvepreferred stock held by Fidelity Mt. Vernotréet Trust: Fidelity
Growth Company Fund, (ii) 2,142,858 shares of se@econvertible preferred stock held by Fidelitg@#ties Fund:
Fidelity Blue Chip Growth Fund, (iii) 380,800 sharef series G convertible preferred stock held iolelRy Securities
Fund: Fidelity Series Small Cap Opportunities Fuing,80,373 shares of series G convertible preféstock held by
Fidelity Advisor Series VII: Fidelity Advisor He&ltCare Fund, (v) 123,883 shares of series G cdbleegreferred stock
held by Fidelity Central Investment Portfolios LLEIdelity Health Care Central Fund, (vi) 14,977 reflseof series G
convertible preferred stock held by Variable Inswwe Products Fund IV: Health Care Portfolio, (891,134 shares of
series G convertible preferred stock held by Figeliapital Trust: Fidelity Stock Selector Small Gaynd, (viii) 350,000
shares of series G convertible preferred stock bglHidelity Select Portfolios: Health Care Poritfiodnd (ix) 611,538
shares of series G convertible preferred stock bgldidelity Destiny Portfolios: Fidelity Advisordpital Development
Fund.

Fidelity Management & Research Company, or Fidgtitywholly-owned subsidiary of FMR LLC, acts asdstment
adviser for the beneficial owners set forth abarehe funds. Edward C. Johnson 3d, the ChairmdMR LLC, and his
family members, directly or through trust, are j@srto a shareholders' agreement and may be deemdst, the
Investment Act of 1940, to form a controlling growfih respect to FMR LLC and therefore to be pesswith the
indirect control of Fidelity. Fidelity has the abjlto make decisions with respect to the votind disposition of the
shares set forth above, subject to the oversigtiteoboard of trustees (or similar entity) of e&aid. The board of
trustees of each fund has enacted a policy witheiego the voting of any investment property owtlesteby and shares
are voted for the funds by Fidelity in accordand#wuch policies. Under the terms of its managementract with each
fund, Fidelity has overall responsibility for dite the investments of the fund in accordance withfund's investment
objective, policies and limitations. Each fund bag or more portfolit
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managers appointed by and serving at the plea$irieelity who make the decisions with respectte tlisposition of th
shares.

(2) Consists of (i) 396,775 shares of series G comertireferred stock held by Alger Capital AppreicatFund, (ii)
496,510 shares of series G convertible preferregkdteld by Alger Capital Appreciation Institutidriaund, (iii) 129,055
shares of series G convertible preferred stock bglélger Capital Appreciation Portfolio and (iv)@,230 shares of
series G convertible preferred stock held by Algpectra Fund. Fred Alger Management, Inc. is thestment advisor ¢
each of the above listed funds and, as such, havsting and sole dispositive control over theusies owned by such
funds.

3) Consists of 4,285 shares of series G convertitdéepred stock held by Mr. Mulroy's brother, Rich&dMulroy, Jr.,
61,428 shares of series G convertible preferrezkdteld by Mr. Mulroy's brother, William F. Mulrognd 17,142 shares
of series G convertible preferred stock held byNheroy family irrevocable trust, of which Mr. Muy's brother, Richai
D. Mulroy, Jr. is a trustee, each of whom is deemodoe a person related to us.

4) Consists of 313,266 shares of series G converpitgierred stock held by Mr. Crocker jointly withshwife, Ann Crocker.
In addition, Mr. and Mrs. Crocker, certain membefrdir. Crocker's family, certain trusts establistiedmembers of
Mr. Crocker's family and certain entities contrdlley Mr. Crocker or members of his family are pgstio a Shareholder
Voting Agreement, dated December 20, 2010, or ttoeker voting agreement, pursuant to which theigatb the
agreement have agreed to vote his, her or its skwardirected by Crocker Ventures, LLC. Mr. Crodkehe President,
Manager and chairman of Crocker Ventures, LLC ancbnnection therewith shares voting control ovleofahe shares
subject to the Crocker voting agreement. As a teguaddition to the shares of series G convestfiykferred stock held
by Mr. and Mrs. Crocker jointly, the 170,004 shavéseries G convertible preferred stock held leyghrties to the
Crocker voting agreement are deemed to be shalg@bdya person related to us.

(5) Consists of 25,000 shares of series G convertitdiered stock held by Ms. Nash. Ms. Nash's huspisiichael
Sylvester, holds 7,000 shares of series G conVeiteferred stock. Mr. Sylvester is deemed to peraon related to u

Participation in initial public offering

Entities affiliated with Fidelity Investmi one of our existing principal stockholders, dadicated an interest in purchasing an
aggregate of up to approximately $28.7 millionlases of our common stock in our initial publicesfhg at the initial public offering price.
However, because indications of interest are nudibg agreements or commitments to purchase, #h@#éees may determine to purchase
fewer shares than they have indicated an intemgstiichasing or not to purchase any shares innitialipublic offering.

Registration rights

We are a party to an investor rights agesgnwith certain holders of our common stock, derteolders of our series B convertible
preferred stock, series C convertible preferredistseries D convertible preferred stock, seriepivertible preferred stock, series F
convertible preferred stock and series G converfiipeferred stock and certain holders of warrantsitchase our common stock, including
some of our 5% stockholders and their affiliated antities affiliated with our directors. In additi, we have agreed to grant to the holder o
warrant to purchase shares of our Series D cobleireferred stock the same registration rightaragprovided under the investor rights
agreement. The investor rights agreement provitesetholders the right, following the
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completion of our initial public offering, to dem@uthat we file a registration statement or reqtiest their shares be covered by a registration
statement that we are otherwise filing.

Policies and procedures for related person transaittns

Our board of directors has adopted wrifielicies and procedures for the review of any taatien, arrangement or relationship in which
Merrimack is a participant, the amount involvedeeds $120,000 and one of our executive officersctlirs, director nominees or 5%
stockholders, or their immediate family membergheaf whom we refer to as a "related person,” hdisext or indirect material interest.

If a related person proposes to entersntth a transaction, arrangement or relationshighwive refer to as a "related person transact
the related person must report the proposed refaesbn transaction to our corporate counsel. Bieypcalls for the proposed related person
transaction to be reviewed and, if deemed apprtprégoproved by our audit committee. Whenever pralote, the reporting, review and
approval will occur prior to entry into the trantan. If advance review and approval is not pradtie, the committee will review, and, in its
discretion, may ratify the related person transactihe policy also permits the chairman of the outtee to review and, if deemed appropri
approve proposed related person transactions fiisatlzetween committee meetings, subject to ratiio by the committee at its next meeting.
Any related person transactions that are ongointatare will be reviewed annually.

A related person transaction reviewed utigeipolicy will be considered approved or ratified is authorized by the committee after full
disclosure of the related person's interest irtdnesaction. As appropriate for the circumstantescommittee will review and consider:

. the related person's interest in the related peramsaction
. the approximate dollar value of the amount involirethe related person transaction;
. the approximate dollar value of the amount of #lated person's interest in the transaction withegard to the amount of any

profit or loss;

. whether the transaction was undertaken in the argioourse of our business;

. whether the terms of the transaction are no leswé&ble to us than terms that could have been eghafith an unrelated third
party;

. the purpose of, and the potential benefits to ugheftransaction; ar

. any other information regarding the related pettsansaction or the related person in the contegt@fproposed transaction that

would be material to investors in light of the cinastances of the particular transaction.

The committee may approve or ratify thesection only if the committee determines that,asrall of the circumstances, the transactic
in, or is not inconsistent with, Merrimack’s bederests. The committee may impose any conditionthe related person transaction that it
deems appropriate.

In addition to the transactions that arel@ked by the instructions to the SEC's relatedgetransaction disclosure rule, our board of
directors has determined that the following tratisas do not create a material direct or indiret¢tiest on behalf of related persons and,
therefore, are not related person transactionpgroses of this policy:

. interests arising solely from the related perspotion as an executive officer of another erithether or not the person is
also a director of such entity), that is a partipin the transaction, where (a) the related peasal all other related persons ¢
in the aggregate less than a 10% equity interestigh entity, (b) the related person and his oiirherediate family
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members are not involved in the negotiation oftéres of the transaction and do not receive angiapkeenefits as a result of
the transaction and (c) the amount involved intthasaction equals less than the greater of $20006% of the annual gross
revenues of the company receiving payment undetréinsaction; and

. a transaction that is specifically contemplateghbyvisions of our charter or bylaws.

The policy provides that transactions imiroy compensation of executive officers shall baewed and approved by the organization and
compensation committee in the manner specifietsinharter.

Director Independence

Our board of directors has determined &flaif our directors, other than Mr. Mulroy, arel@pendent directors, as defined by the
applicable NASDAQ Marketplace Rules. Our boardicdators has also determined that all of the membéthe audit committee, the
corporate governance and nominating committee laditganization and compensation committee arepardent as defined by applicable
NASDAQ Marketplace Rules, including, in the casalbthe members of our audit committee, the indejeace requirements contemplatec
Rule 10A-3 under the Exchange Act.

Iltem 14. Principal Accountant Fees and Services

The following table summarizes the fee®wafewaterhouseCoopers LLP, our registered pubtoanting firm, billed to us for each of the
last two fiscal years.

Fee category 2010 2011

Audit Fees(1, $ 159,49 $ 981,42
All Other Fees(2 1,50C 1,80(C
Total Fees $ 160,99 $ 983,22

(1) Audit fees for 2010 and 2011 consist of fees ferahdit of our consolidated financial statemerggiews of our interim
financial statements, fees related to our initighlfc offering and a restatement of our 2007 an@iB28udited financial
statements.

(2)  All other fees for 2010 and 2011 consist of a stiption to an online accounting research t

All such accountant services and fees \wezeapproved by our audit committee in accordanitle tive "Pre-Approval Policies and
Procedures” described below.

Pre-Approval Policies and Procedures

Our audit committee has adopted policies@ocedures relating to the approval of all aadd non-audit services that are to be
performed by our registered public accounting fifithis policy generally provides that we will notgamge our registered public accounting f
to render audit or non-audit services unless théceis specifically approved in advance by ouwdihaommittee or the engagement is entered
into pursuant to de minimisexception in accordance with applicable SEC rules.
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PART IV
Item 15. Exhibits and Financial Statement Schedes

The following consolidated financial statants are filed as part of this Annual Report omia0-K:

Page
Report of independent registered public accourfiing F-2
Consolidated balance she F-3
Consolidated statements of operati F-4
Consolidated statements of convertible preferredkstnor-controlling interest and stockholders' def F-5
Consolidated statements of cash flc F-6
Notes to consolidated financial stateme F-7

No financial statement schedules have fihas part of this Annual Report on Form 10-Kéese they are not applicable, not required
or because the information is otherwise includedunconsolidated financial statements or noteetbe

The exhibits filed as part of this Annuag®rt on Form 10-K are set forth on the Exhibitdrdmmediately following our consolidated
financial statements. The Exhibit Index is incogted herein by reference.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

MERRIMACK PHARMACEUTICALS, INC.

Date: March 30, 2012 By: /s/ ROBERT J. MULROY

Robert J. Mulroy
President and Chief Executive Offic

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beenesidgrelow by the following persons on behalf
of the registrant and in the capacities and ord#ites indicated.

Signature Title Date

/s/ ROBERT J. MULROY President, Chief Executive Officer and

Director (Principal executive officer)

March 30, 201
Robert J. Mulroy

/s/ WILLIAM A. SULLIVAN Chief Financial Officer and Treasurer

(Principal financial and accounting officer)

March 30, 201:
William A. Sullivan

/sl GARY L. CROCKER

Director March 30, 201;
Gary L. Crockel
/sl JAMES VAN B. DRESSER
Director March 30, 201:
James van B. Dress
/s/ GORDON J. FEHR
Director March 30, 201:
Gordon J. Feh
/s/ ROBERT C. GAY, PH.D.
Director March 30, 201;
Robert C. Gay, Ph.C
/sl WALTER M. LOVENBERG, PH.D.
Director March 30, 201.

Walter M. Lovenberg, Ph.L
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Signature

/sl SARAH E. NASH

Sarah E. Nas

/sl MICHAEL E. PORTER, PH.D.

Michael E. Porter, Ph.L

/s/ ANTHONY J. SINSKEY, SC.D.

Anthony J. Sinskey, Sc.l

Title

Director

Director

Director
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Report of independent registered public accountindirm

To the Board of Directors and Stockholders of
Merrimack Pharmaceuticals, Inc.

In our opinion, the accompanying consobddbalance sheets and the related consolidatesrstats of operations, statements of
convertible preferred stock, naontrolling interest and stockholders' deficit, atatements of cash flows present fairly, in altemial respects
the financial position of Merrimack Pharmaceuticihe. and its subsidiaries ("the Company") at Delger 31, 2011 and 2010, and the results
of their operations and their cash flows for eatthe three years in the period ended Decembe2@®1] in conformity with accounting
principles generally accepted in the United StafeSmerica. These financial statements are thearsipility of the Company's management.
Our responsibility is to express an opinion on ¢hiésancial statements based on our audits. Weumdad our audits of these statements in
accordance with the standards of the Public Compacpunting Oversight Board (United States). Thetsedards require that we plan and
perform the audit to obtain reasonable assuranaetathether the financial statements are free dére misstatement. An audit includes
examining, on a test basis, evidence supportinguheunts and disclosures in the financial statesp@ssessing the accounting principles used
and significant estimates made by management, \ealdaing the overall financial statement preseéomatVe believe that our audits provide a
reasonable basis for our opinion.

The accompanying consolidated financiakstents have been prepared assuming that the Cgmidnontinue as a going concern. As
discussed in Note 1 to the consolidated finant¢&kments, the Company has suffered recurring $dssm operations and has insufficient
capital resources available as of December 31, 8Diiind planned operations through 2012, whickamisubstantial doubt about its ability to
continue as a going concern. Management's plaregard to this matter are also described in Nofhg.consolidated financial statements do
not include any adjustments that might result ftbeoutcome of this uncertainty.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
March 5, 2012
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Merrimack Pharmaceuticals, Inc.

Consolidated balance sheets

December 31,

(in thousands, except par value amounts 2010 2011
Assets
Current asset:
Cash and cash equivale $ 30,71: $ 50,45¢
Accounts receivabl 3,74¢ 7,42¢
Deferred financing cos — 1,94¢
Prepaid expenses and other current a 1,83( 5,76:
Total current asse 36,28¢ 65,58¢
Restricted cas 381 381
Property and equipment, r 7,45¢ 6,20¢
Other asset 30 23
Intangible assets, n 2,80¢ 2,48t
In-process research and developn 7,01( 7,01(
Goodwill 3,60¢ 3,60¢
Total assets $ 57,577 $ 85,29¢

Liabilities, Convertible Preferred Stock, Nor-controlling Interest and
Stockholders' Deficit
Current liabilities:

Accounts payabl $ 144C $ 4,65¢€
Accrued expense 7,25¢ 12,85¢
Capital lease obligatior 443 48
Deferred revenu 6,46: 7,712
Deferred lease bene 454 12t
Deferred tax incentive 27C 75¢&
Accrued dividend: — —
Total current liabilities 16,32¢ 26,15
Capital lease obligatior 48 —
Deferred revenue 67,32( 78,03
Deferred lease benefi 10z 23
Deferred tax incentive 81C 1,267
Convertible preferred stock warral 652 1,51¢
Total liabilities $ 85,257 $ 106,99(
Commitments and contingencies (Note
Convertible preferred stoc 191,25 268,22!
Non-controlling interes 1,027 574

Stockholders' deficit
Common stock, 125,000 and 138,500 authorized $ta@¥alue share
at December 31, 2010 and 2011, respectively, 11a0d311,834

issued and outstanding at December 31, 2010 ant 2&dpectively 111 11¢
Additional paic-in capital 51,54 60,23:
Accumulated defici (271,616 (350,839
Total stockholders' defic $(219,969 $(290,490()
Total liabilities, convertible preferred stock, nor-controlling interest
and stockholders' deficit $ 57,577 $ 85,29¢

The accompanying notes are an integral part oktbessolidated financial statements.
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Merrimack Pharmaceuticals, Inc.

Consolidated statements of operations

Years ended December 31,

(in thousands, except per share amount: 2009 2010 2011
Research and development rever $ 2,14¢ $ 20,30F $ 34,21t
Operating expenst
Research and developmt 37,65¢ 58,27¢  100,63(
General and administrati\ 12,17¢ 11,38 14,45
Contingent consideratic — (17¢) —
Total operating expens 49,83¢ 69,48. 115,08
Loss from operation (47,68¢) (49,17¢) (80,869
Other income and expens
Interest incomt 81 74 56
Interest expens (4,909 (3,726 (13
Other, ne 41 2,66¢ 1,15(C
Net loss before income taxes and -controlling interes (52,47% (50,159 (79,676
Benefit from income taxe 3,40z — —
Net loss (49,079 (50,159 (79,676
Less net loss attributable to r-controlling interes — (55) (45%)
Net loss attributable to Merrimack Pharmaceutidals, $ (49,079 $(50,109) $ (79,227

Net loss per share available to common stockhc—basic and
diluted $ (7290 % (65N $ (7.69)

Weighted-average common shares used in computirigsseper
share available to common stockhol—basic and dilute 7,38 10,99 11,34:

The accompanying notes are an integral part oktheasolidated financial statements.
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(in thousands)

Merrimack Pharmaceuticals, Inc.

Consolidated statements of convertible preferred stk, non-controlling interest

Series E-G
convertible

preferred stock

Shares

Amount

Non-

controlling

interest

Shares

Common stock

Amount

and stockholders' deficit

Additional
paid-in
capital

Total
stockholders'
deficit

Accumulated
deficit

Balance at
December 3.
2008

Exercise of
employee
stock options

Stock-based
compensatia

Return of
Series C
stock as a
result of
license
agreemen

Issuance of
Series C
stock as a
result of
warrant
exercise

Issuance of
common
stock in
connection
with
acquisition

Net loss

Balance at
December 3
2009

Exercise of
employee
stock options

Stock-based
compensatio

Issuance of
Series F
stock

Issuance of
Series C
stock as a
result of
warrant
exercise:

Series F
amount
interest

Change in par
value

Ownership
change in
non-
controlling
interest

Loss
attributable
to non-
controlling
interest

Net loss

Balance at
December 3
2010

Exercise of
employee
stock options

Exercise of
common
stock
warrants

Stocl-basec

42,02¢

(662)

$ 132,73¢

(1,469

6,22

262

4,38:¢

$ 7,88¢

182

9,292

$ 10,08:

3,30

$ (172,439 $ (154,46%)

— 182

— 3,30

— 9,29;
(49,079 (49,079

41,36¢

11,77¢

$ 131,27

59,97¢

11

1,08

(59)

10,86¢

20%

$ 17,36«

294

(17,547

$ 13,38¢

4,551

12,97+

17,547

3,08

$ (221,51) $ (190,767

— 294

— 4,551

— 3,08t

55 55
(50,159 (50,159

53,14¢

$ 191,25

$

1,027

$ 111

$ 51,54.

$ (271619 $ (219,969

294

1,02¢

713

— 1,02¢

— 71¢



compensatiol — — — — — 6,952 — 6,952
Issuance of

Series G

stock 11,00( 76,94¢ — — — — — —
Issuance of

Series C

stock as a

result of

warrant

exercise: 3 19 — — — — — —
Loss

attributable

to non-

controlling

interest — — (459) — — — 458 452
Net loss — — — — — — (79,676 (79,67¢)
Balance at

December 3

2011 64,15. $ 268,22! $ 574 11,83 $ 11¢  $ 60,23. $ (350,839 $ (290,49()

The accompanying notes are an integral part okthessolidated financial statements.
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Merrimack Pharmaceuticals, Inc.

Consolidated statements of cash flows

Years ended December 31,

(in thousands) 2009 2010 2011
Cash flows from operating activities
Net loss $ (49,07) $ (50,159 $ (79,67¢)
Adjustments to reconcile net loss to net cash (iregrovided by operating activitie
Noncash benefit on release of tax valuation allae: (3,402 — —
Noncash interest expen 4,80t 3,672 —
Loss (gain) on ma-to-market on preferred stock warrants and contingensideratior 1C (104) 864
Loss (gain) on disposal of property and equipn 32 (26) —
Amortization of deferred lease benefits and taeiives (317) (751) (730
Depreciation and amortizatic 2,75¢ 4,37¢ 5,32¢
Stocl-based compensatic 3,30« 4,551 6,952
Changes in operating assets and liabilities, neffett of acquisitior
Accounts receivabl 1,770 (1,975 (3,687)
Prepaid expenses and other current a: (94) (571 (3,937)
Accounts payabl (220) (830) 3,21¢
Accrued expense 2,76¢ 1,02¢ 5,59¢
Deferred revenue 59,46¢ 12,84 11,96:
Deferred lease benefi 78€ 217 52
Deferred tax incentiv — 1,35( 1,21
Other assets and liabilities, r 2 8 1¢
Net cash provided by (used in) operating activi 19,05¢ (26,369 (52,817
Cash flows from investing activities
Purchase of property and equipm (5,03¢) (5,025 (3,759
Proceeds from sale of property and equipn — 26 —
Cash acquired in acquisitic 92 — —
Release of restricted ca 95 95 —
Other investing activities, n — 4 7
Net cash used in investing activiti (4,857) (4,900 (3,747)
Cash flows from financing activities
Proceeds from issuance of Series G, net of offerosgs — — 76,94¢
Proceeds from issuance of common si 18¢ 294 1,74¢
Proceeds from issuance of convertible preferreckstd Silver Creek
Pharmaceuticals, Inc — 4,16¢ —
Deferred financing cos — — (1,94¢)
Principal payment on capital lease obligati (979 (869 (44%3)
Net cash (used in) provided by financing activi (79)) 3,59t 76,30¢
Net increase (decrease) in cash and cash equis 13,41 (27,672 19,74:
Cash and cash equivalents, beginning of pe 44,97 58,381 30,71:
Cash and cash equivalents, end of pe $ 5838 $ 30,71 $ 50,45
Noncash financing and investing activitie:
Accrued interest on Series F amount relieved tatiatdl paic-in capital (Note 13 $ — $ 1297 $ =
Issuance of shares from Series F amount (Nott — 59,97: —
Series C convertible preferred stock receiveddohnology licens 1,46¢ — —
Fair value of assets acquired in acquisi 10,25: — —
Fair value of liabilities assumed in acquisit| 4,47¢ — —
Fair value of equity issued in acquisiti 9,29 — —
Supplemental disclosure of cash flow
Cash paid for intere: $ 10¢ $ 55 % 13

The accompanying notes are an integral part oktheasolidated financial statements.
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Merrimack Pharmaceuticals, Inc.
Notes to consolidated financial statements

December 31, 2009, 2010 and 2011
1. Nature of the business

Merrimack Pharmaceuticals, Inc. (the "Compis a biopharmaceutical company discoveringettgping and preparing to
commercialize innovative medicines consisting ofeldherapeutics paired with companion diagnosiit® Company has five targeted
therapeutic oncology candidates in clinical deveiept (MM-398, MM-121, MM-111, MM-302 and MM-151),uttiple product candidates in
preclinical development and a discovery effort ambag additional candidate medicines. The Compag|its interdisciplinary Network
Biology approach in drug discovery and developm&he Company was incorporated in the CommonwedlMassachusetts in 1993 and
reincorporated in the State of Delaware in Oct@i=0.

The Company is subject to risks and unagies common to companies in the biopharmaceuitichlstry, including, but not limited to,
ability to secure additional capital to fund oparas, development by competitors of new technolagitovations, dependence on
collaborative arrangements, protection of proprietachnology, compliance with government regulagiand dependence on key personnel.
Product candidates currently under developmentregjuire significant additional research and dgwelent efforts, including extensive
preclinical and clinical testing and regulatory egy@l prior to commercialization. These effortsuiq significant amounts of additional capi
adequate personnel infrastructure and extensivelamnce reporting capabilities.

The accompanying consolidated financiaiestents have been prepared on a basis which asshatélse Company will continue as a
going concern and which contemplates the realiratfaassets and satisfaction of liabilities and oatments in the normal course of business.
However, the Company has incurred significant Isss®l does not have commercial operations undesagf December 31, 2011, the
Company had cash and cash equivalents of $50,454708sent capital resources are not sufficiefurid the Company's planned operations
for a twelve month period from December 31, 201H #herefore, raise substantial doubt about the amyis ability to continue as a going
concern. The Company will, during 2012, requirengigant additional funding to continue operatioRsilure to receive additional funding
could cause the Company to cease operations, iropar full. The consolidated financial statemeddsnot include any adjustments that may
result from the outcome of these uncertainties.

Management of the Company is currently pimg a public offering to raise the additional ¢apneeded to continue planned operation
the event that the Company is unable to complstgficient public offering, the Company would ngedyursue other financing alternatives
during 2012, which could include a private finargcor bridge financing. The Company may not be &blebtain financing on acceptable ter
or at all, and the Company may not be able to eénteradditional collaborative arrangements. Thenteof any financing may adversely affect
the holdings or the rights of the Company's stotdkdrs. Arrangements with collaborators or othery neguire the Company to relinquish
rights to certain of its technologies or produatdidates. If the Company is unable to obtain fugdthe Company could be forced to delay,
reduce or eliminate its research and developmemgirams or commercialization efforts, which couldergely affect its business prospects.

2. Initial public offering (unaudited)

On March 28, 2012, the Company signed atewriting agreement and agreed to pricing termaromitial public offering of 14,300,000
shares of common stock at a price of $7.00 peresherich is expected to generate net proceedsprbapnately $93.5 million. The Company
expects the
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Merrimack Pharmaceuticals, Inc.
Notes to consolidated financial statements (Contirad)
December 31, 2009, 2010 and 2011
2. Initial public offering (unaudited) (Continued)

transaction to close on April 3, 2012. The net peats provided upon closing of the initial publifeoihg transaction, together with existing
cash and cash equivalents, is expected to prohEl€bmpany sufficient capital resources to fund@benpany into the second half of 2013
is expected to address the substantial doubt abhe@ompany's ability to continue as a going caméierough 2012.

3. Summary of significant accounting policies
Significant accounting policies followed the Company in the preparation of its consolidditg@hcial statements are as follows:
Principles of consolidation

These consolidated financial statementsidlecthe accounts of the Company, its wholly-owsebsidiary Hermes Biosciences, Inc.
("Hermes"), which was merged with and into the Campduring 2011, its wholly-owned subsidiary Meraitck Pharmaceuticals (Bermuda)
Ltd., which was incorporated during 2011, and #%c/majority-owned subsidiary Silver Creek Pharmé&cals, Inc. ("Silver Creek"). All
intercompany transactions and balances have beemaled in consolidation.

Use of estimates

The accompanying consolidated financiakestents have been prepared in conformity with gelyeaccepted accounting principles
("GAAP") in the United States of America. GAAP ré@s the Company's management to make estimatgsidaehents that may affect the
reported amounts of assets, liabilities, reveneiggenses and related disclosures. The Company éstéestes and judgments on historical
experience and on various other factors that ielses to be reasonable under the circumstancessighéicant estimates in these consolidated
financial statements include revenue recognitieeful lives with respect to long-lived assets amtdngibles, valuation of stock options,
convertible preferred stock warrants, contingemsaeration, accrued expenses, intangible asssaslvgl!, in-process research and
development and tax valuation reserves. The Compawyual results may differ from these estimateteu different assumptions or conditic
The Company evaluates its estimates on an ongaisig.iChanges in estimates are reflected in reppogilts in the period in which they
become known by the Company's management.

Segment and geographic information

Operating segments are defined as compsé@in enterprise engaging in business activities/hich discrete financial information is
available and regularly reviewed by the chief ofirgadecision maker in deciding how to allocateotgses and in assessing performance. The
Company views its operations and manages its besineone operating segment and the Company opérataly one geographic segment.

Cash, cash equivalents and restricted cash

Cash and cash equivalents are steont, highly liquid investments with an original tagty of three months or less at the date of pase
Investments qualifying as cash equivalents primadnsist of money market funds.
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Merrimack Pharmaceuticals, Inc.
Notes to consolidated financial statements (Contirad)
December 31, 2009, 2010 and 2011
3. Summary of significant accounting policies (Commtued)

Cash accounts with any type of restrichom classified as restricted cash. If restrictiaresexpected to be lifted in the next twelve moy
the restricted cash account is classified as curfenof both December 31, 2010 and 2011, the Coampacorded restricted cash of $381,000.

Concentration of credit risk

Financial instruments that subject the Canmypto credit risk consist primarily of cash andlcaquivalents and accounts receivable. The
Company places its cash and cash equivalents redited financial institutions and therefore then@pany's management believes these funds
are subject to minimal credit risk. The Company hasignificant off-balance sheet concentrationsreflit risk such as foreign currency
exchange contracts, option contracts or other Imgdgirangements. For the years ended Decembef3Q,ahd 2011, Sanofi represented 98%
and greater than 99% of research and developmesnues, respectively. As of December 31, 2010 &1d 2Sanofi represented 98% and
greater than 99% of accounts receivable, respéygtive

Property and equipment

Property and equipment are recorded atanudtdepreciated when placed into service usingttagyht-line method, based on their
estimated useful lives as follows:

Estimated useful life

Asset classification (in years)

Lab equipmen 3
IT equipment 3-7
Leaseholds improvemer Lesser of useful life or lease te
Furniture and fixture 3

Upon retirement or sale, the cost of asdisfsosed of and the related accumulated depregiate removed from the accounts and any
resulting gain or loss is recognized. Repairs aathtenance costs are expensed as incurred.

The Company reviews its long-lived assetdrhpairment whenever events or changes in busiciesumstances indicate that the carrying
amount of assets may not be fully recoverable atrtthe useful lives of these assets are no lor@oariate. Each impairment test is based on
a comparison of the undiscounted cash flow to ¢éesended value of the asset. If an impairment icatdd, the asset will be written down to its
estimated fair value on a discounted cash flowshasi

Non-controlling interest

Non-controlling interest represents the-gontrolling stockholders' proportionate share r@ferred stock and net loss of the Company's
majority-owned consolidated subsidiary Silver Creek. On At1@0, 2010, the Company acquired a controllingregt in Silver Creek (Note
The non-controlling stockholders' proportionatershaf the preferred stock in Silver Creek of $1,0PD and $574,000 was reflected as non-
controlling interest in the Company's consoliddtathnce sheets as of December 31, 2010 and 2&hEatérely, as a component of mezzar

equity.
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Merrimack Pharmaceuticals, Inc.
Notes to consolidated financial statements (Contirad)
December 31, 2009, 2010 and 2011
3. Summary of significant accounting policies (Commtued)
Revenue recognition

The Company enters into biopharmaceuticadypct development agreements with collaborativéngas for the research and development
of therapeutic and diagnostic products. The terhtkeagreements may include nonrefundable sigaimhlicensing fees, funding for research,
development and manufacturing, milestone paymerdgayalties on any product sales derived fromadmmtations. These multiple element
arrangements are analyzed to determine whethelelherables can be separated or whether they beuatcounted for as a single unit of
accounting.

In January 2011, the Company adopted nekodtative guidance on revenue recognition fortipld element arrangements. This
guidance, which applies to multiple element arrangyets entered into or materially modified on oeaftanuary 1, 2011, amends the criteri
separating and allocating consideration in a migltggement arrangement by modifying the fair vakguirements for revenue recognition and
eliminating the use of the residual method. Thevfalue of deliverables under the arrangement neagidived using a best estimate of selling
price if vendor specific objective evidence anddtparty evidence are not available. Deliverabledar the arrangement will be separate units
of accounting provided that a delivered item hdse/#o the customer on a stand-alone basis ahe ifitrangement does not include a general
right of return relative to the delivered item atelivery or performance of the undelivered iternassidered probable and substantially in the
control of the vendor. The Company also adoptedajuie that permits the recognition of revenue ogetit upon the achievement of a
milestone in its entirety, in the period in whi¢tetmilestone is achieved, only if the milestone t®ieertain criteria and is considered to be
substantive. The Company did not enter into angiiggnt multiple element arrangements or materiaibdify any of its existing multiple
element arrangements during the year ended Dece3ib@011. The Company's existing license and lootktion agreements continue to be
accounted for under previously issued revenue rd@tiog guidance for multiple element arrangemenis milestone revenue recognition, as
described below.

The Company recognized upfront license payas revenue upon delivery of the license driheilicense had staralene value and tt
fair value of the undelivered performance obligasi@ould be determined. If the fair value of theelivered performance obligations could be
determined, such obligations were accounted foarseply as the obligations were fulfilled. If theense was considered to either not have
stand-alone value or have stand-alone value butathealue of any of the undelivered performanbégations could not be determined, the
arrangement was accounted for as a single unitagfumting and the license payments and paymentsefdormance obligations were
recognized as revenue over the estimated periadheh the performance obligations would be performed

Whenever the Company determined that aangament should be accounted for as a single fiatamunting, it determined the period
over which the performance obligations would bedgrered and revenue would be recognized. If the Gomggould not reasonably estimate
the timing and the level of effort to completeptrformance obligations under the arrangement, isegnue under the arrangement was
recognized on a straight-line basis over the petfiedCompany expected to complete its performabtigations, which is reassessed at each
subsequent reporting period.

The Company's collaboration agreements imayde additional payments upon the achievemepedbrmance-based milestones. As
milestones are achieved, a portion of the milesfrmenent,
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Merrimack Pharmaceuticals, Inc.
Notes to consolidated financial statements (Contirad)
December 31, 2009, 2010 and 2011
3. Summary of significant accounting policies (Commtued)

equal to the percentage of the total time thatbmpany has performed the performance obligatiomste over the total estimated time to
complete the performance obligations, multipliedthiy amount of the milestone payment, will be rexogd as revenue upon achievement of
such milestone. The remaining portion of the mdastwill be recognized over the remaining perforogaperiod. Milestones that are tied to
regulatory approval are not considered probableegfg achieved until such approval is receivedebtibnes tied to counter-party performance
are not included in the Company's revenue modédl thet performance conditions are met.

Royalty revenue will be recognized uponghke of the related products provided the Comesyno remaining performance obligations
under the arrangement.

Research and development expenses

Research and development expenses areech@rgxpense as incurred. Research and develogxgenses comprise costs incurred in
performing research and development activitiedutling personnel-related costs, stock-based conapiens facilities, research-related
overhead, clinical trial costs, contracted servioeasnufacturing, license fees and other externstiscdhe Company accounts for nonrefundable
advance payments for goods and services that wilided in future research and development actwtieexpenses when the service has been
performed or when the goods have been receivedrrithn when the payment is made.

Stock-based compensation

The Company expenses the fair value of eygad stock options over the vesting period. Comgieas expense is measured using the fair
value of the award at the grant date, net of eséichBorfeitures, and is adjusted annually to reféextual forfeitures. The fair value of each
stock-based award is estimated using the Black{8shaption valuation model and is expensed strdightover the vesting period.

The Company records stock options issuetiemployees at fair value, periodically remeastwaeflect the current fair value at each
reporting period, and recognizes expense overetlaged service period. When applicable, these yinstruments are accounted for based on
the fair value of the consideration received orfthievalue of the equity instrument issued, whigéreis more reliably measurable.

Convertible preferred stock
Preferred stock is initially recorded a firoceeds received, net of issuance costs andmtsriwhere applicable.
Accumulated other comprehensive income (loss)

GAAP establishes standards for reporting) displaying a full set of general purpose finahstatements to be expanded to include the
reporting of comprehensive income, which includesincome and other comprehensive income. Foregibgs presented the comprehensive
loss was equal to the net loss.
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Merrimack Pharmaceuticals, Inc.
Notes to consolidated financial statements (Contirad)
December 31, 2009, 2010 and 2011
3. Summary of significant accounting policies (Commtued)
Convertible preferred stock warrants

The Company accounts for freestanding vistsras liabilities at their fair value. The Compangasures the fair value of the preferred
stock warrants at the end of each reporting paidirecords the change in fair value to other ire¢axpense). For the years ended
December 31, 2009, 2010 and 2011, the Companydedather income (expense) related to this remeasant of $(10,000), $(74,000), and
$(864,000), respectively.

Other income (expense)

The Company records gains and losses oohtiiege in value and time to expiration of prefésstock warrants, the recognition of federal
and state sponsored tax incentives and other oreeiticome or expengelated items in other income (expense) on the Gayip consolidate
statement of operations. Other income for the geded December 31, 2011 included a cash settlesn&it8 million from a former service
provider.

Deferred financing costs

The Company capitalizes certain legal, antiog and other fees that are directly associaiétin-process equity financings as current
assets until such financings occur. After occureatitese costs are recorded in equity or mezzaugjoity net of proceeds received. As of
December 31, 2011, the Company recorded defemadding costs of $1,946,000 in current assets ®atbompanying consolidated balance
sheet in contemplation of a 2012 equity financing.

Income taxes

The Company accounts for income taxes utideasset and liability method. Under this metltederred tax assets and liabilities are
recognized for the estimated future tax consequeattgbutable to differences between financialesteent carrying amounts of existing assets
and liabilities and their respective tax baseserefl tax assets and liabilities are measured wsiagted rates in effect for the year in which
these temporary differences are expected to beveeed or settled. Valuation allowances are provifledsed on the weight of available
evidence, it is more likely than not that somelbofithe deferred tax assets will not be realized.

The Company provides reserves for potepagiments of tax to various tax authorities reldtedncertain tax positions and other issues.
Reserves are based on a determination of whetldeh@am much of a tax benefit taken by the Companisitax filing is more likely than not 1
be realized following resolution of any potentiahtingencies present related to the tax benefterRial interest and penalties associated with
such uncertain tax positions are recorded as coemsiof income tax expense. To date, the Compasybiagtaken any uncertain tax positions
or recorded any reserves, interest or penalties.

Goodwill and intangible assets

Goodwill and indefinite-lived intangiblesegs, including in-process research and developraemevaluated for impairment on an annual
basis or more frequently if an indicator of impaémbis present. No impairment of goodwill or inaé#-lived intangible assets resulted from
the Company's
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December 31, 2009, 2010 and 2011
3. Summary of significant accounting policies (Commtued)

most recent evaluation which occurred in the thisdrter of 2011. The Company's next annual impaitreealuation will be made in the third
guarter of 2012 unless indicators arise that woedplire the Company to evaluate at an earlier ddte.Company commences amortization of
indefinite-lived intangible assets once the asBat® reached technological feasibility or are deieed to have an alternative future use and
amortizes the assets over their estimated futfee li

Definite-lived intangible assets, such asedechnology, are evaluated for impairment whenevents or circumstances indicate that the
carrying value may not be fully recoverable. Degrlived intangible assets are separate from gdbdwd indefinitelived intangible assets a
are deemed to have a definite life. The Companyrtires these assets over their estimated usedul lif

Reclassification
Certain prior year amounts have been rsiflad to conform with the current year presentatio
Recent accounting pronouncements

In September 2011, the FASB amended theoatdtive guidance regarding the testing for goilidmpairment. Under the amendments,
an entity has the option to first assess qualitaiictors to determine whether the existence afitsver circumstances leads to a determination
that it is more likely than not that the fair valoiea reporting unit is less than its carrying amiolf, after assessing the totality of events or
circumstances, an entity determines it is not nliedy than not that the fair value reporting ofegoorting unit is less than the carrying amount,
then performing the two-step impairment test isagassary. The changes are effective for annualagidim goodwill impairment tests
performed for fiscal years beginning after Decenitigr2011, however, early adoption is permittece Tompany adopted this authoritative
guidance on January 1, 2012 with no impact.

4. Net loss per common share

Basic net loss per share is calculatedibigidg the net loss attributable to common stodilbes by the weighted-average number of
common shares outstanding during the period, withonosideration for common stock equivalents. [Bidihet loss per share is computed by
dividing the net loss attributable to common stadilbrs by the weighted-average number of commorestguivalents outstanding for the
period determined using the treasury-stock metRod purposes of this calculation, convertible pnefé stock, stock options and warrants are
considered to be common stock equivalents andrdyeirrcluded in the calculation of diluted net Igss share when their effect is dilutive.
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4. Net loss per common share (Continued)

The following table presents the computatd basic and diluted net loss per share availmbé®mmon stockholders:

Years ended December 31,

(in thousands, except per share amoun 2009 2010 2011
Net Loss Per Share
Numerator:
Net loss attributable to Merrimack Pharmaceutidais, $ (49,079 $ (50,109 $ (79,229
Plus: Unaccreted dividends on convertible prefestedk (4,689 (11,18 (7,789
Net loss available to common stockholders—basic and
diluted (53,757 (61,289 (87,01
Denominator
Weighte-average common sha—basic and dilute: 7,38 10,99« 11,34
Net loss per share available to common stockholdbesic
and dilutec $ (728)%$ (B5)$ (7.69)

The following common stock equivalents ofgntially dilutive securities have been excludexhf the computation of diluted weighted
average shares outstanding as of December 31, 2000,and 2011 as the Company recorded a netl@dbkperiods and, therefore, they wc
be anti-dilutive:

Years ended December 3.

(in thousands) 2009 2010 2011

Convertible preferred stoc 43,47 55,257  66,25¢
Options to purchase common st 14,66( 16,21¢ 17,61:
Preferred stock warran 317 30€ 30z
Common stock warran 2,937 2,931 2,64(

5. License and collaboration agreements
Sanofi

On September 30, 2009, the Company entetea license and collaboration agreement witho8dar the development and
commercialization of a drug candidate being devedblpy the Company under the name MM-121. The aggaebecame effective on
November 10, 2009 and Sanofi paid the Company sefiamdable, noncreditable upfront license fee df.@6énillion. During the third quarte
of 2010, the Company received a milestone paymiedt®.0 million associated with the dosing of tirstfpatient in a Phase 2 clinical trial in
breast cancer. During the fourth quarter of 206i&¢,Gompany received a milestone payment of $10ldmassociated with the dosing of the
first patient in a Phase 2 clinical trial in nemall cell lung cancer. The Company is eligibledoeive additional future development, regula
and sales milestone payments as well as futurdtygyayments depending on the success of MM-121.

Under the agreement, Sanofi is responéislall MM-121 development and manufacturing co$tse Company retained the right to
participate in the development of MM-121 througlagh2 proof of concept trials. The Company alsatma®ption to co-promote MM-121 in
the United States. Sanofi reimburses the Compangifect costs incurred in development and compessae Company for
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its internal development efforts based on a follgiequivalent ("FTE") rate. Also as part of theeggnent, the Company was required to
manufacture certain quantities of MM-121 and, atd@iss and the Company's option, may continue taufecture additional quantities of MM-
121 in the future. Sanofi reimburses the Companylii@ct costs incurred in manufacturing and conspées the Company for its internal
manufacturing efforts based on a FTE rate. The Gmygatisfied its manufacturing obligations durk@j 0 and has elected to continue to
manufacture quantities of MM-121.

The Company applied revenue recognitionlgnge to determine whether the performance obtigatiinder this collaboration including
the license, the right to future technology, bapkeompounds, participation on steering committdesglopment services and manufacturing
services could be accounted for separately orsitsgée unit of accounting. The Company determired its development services performa
obligation is considered a separate unit of acdongras it is set at the Company's option, has stdmide value and the FTE rate is considered
fair value. Therefore, the Company recognizes m@stbursements for MM-121 development servicesmiasried. The Company determined
that the license, the right to future technologggizup compounds, participation on steering coneméttand manufacturing services
performance obligations represented a single drEitoounting. As the Company cannot reasonablynasé its level of effort over the
collaboration, the Company recognizes revenue ftwrupfront payment, milestone payment and manurfisigt services payments using the
contingency-adjusted performance model over theepo development period, which is currently estitido be 12 years from the effective
date of the agreement. Under this model, when estoihe is earned or manufacturing services areereddind product is delivered, revenue is
immediately recognized on a prata basis in the period the milestone was achievgaoduct was delivered based on the time elafrsedthe
effective date of the agreement. Thereafter, theameing portion is recognized on a straight-linsibaver the remaining development period.
During the years ended December 31, 2009, 2012@hd, the Company recognized revenue based owlbeing components of the Sanofi
agreement:

Years ended December 31,

(in thousands) 2009 2010 2011
Upfront paymen $ 694 $ 5,000 $ 5,00C
Milestone paymer — 94¢ 2,61¢
Development service 1,41( 13,27¢ 25,05
Manufacturing services and ott — 63C 1,45¢
Total $ 2,10/ $ 19,85¢ $ 34,12t

As of December 31, 2009, 2010 and 2011Cdwmmpany had deferred revenue of $59,505,000, 882080 and $84,466,000, respectively,
related to the collaboration. As of December 30%@010 and 2011, the Company had accounts rdieiva$1,610,000, $3,683,000 and
$7,403,000, respectively, under the collaboratibwlich $783,000, $2,796,000 and $2,925,000 welslled as of December 31, 2009, 2010
and 2011, respectively.
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5. License and collaboration agreements (Continued)
GTC Biotherapeutics, Inc.

In July 2009, the Company entered intecarise agreement with GTC Biotherapeutics, Inc. CGTor the development of MM-093 by
GTC. As consideration, GTC returned 662,000 shaféise Company's Series C convertible preferredksto the Company. The Company
determined the fair value of the considerationgfamed to be $1,469,000. The Company applied eveecognition guidance to determine
that the performance obligations under this agre¢niecluding the license, the right to future teclogy, and manufacturing support shoulc
accounted for as a single unit of accounting. Téresieration received is being recognized on égétirdine basis over the expected
performance period, which is currently estimatetig¢dl9 years from the effective date of the agreenidring the years ended December 31,
2009, 2010 and 2011 the Company recognized revei$@7,000, $76,000 and $76,000, respectively. fAlBezember 31, 2009, 2010 and
2011, the Company had $1,432,000, $1,356,000 ay&¥$,000 of deferred revenue, respectively, andaus receivable related to the
reimbursement of intellectual property costs of 080, $42,000 and $13,000, respectively.

PharmaEngine, Inc.

On May 5, 2011, the Company entered intasgignment, sublicense and collaboration agreewiédmPharmaEngine, Inc.
("PharmaEngine") under which the Company reacquiggds in Europe and certain countries in Asia tdrug being developed under the n.
MM-398. In exchange, the Company agreed to payrRaBngine a nonrefundable, noncreditable upfrontyeant of $10.0 million and will be
required to make up to an aggregate of $80.0 milliodevelopment and regulatory milestone paymants$130.0 million in sales milestone
payments upon the achievement of specified devedopmegulatory and annual net sales milestonewnfdEngine is also entitled to tiered
royalties on net sales of MM-398 in Europe andairrtountries in Asia. The Company is responsibtefl future development costs of MM-
398 except those required specifically for regulatgpproval in Taiwan. The Company determined BteirmaEngine is a variable interest
entity based on an analysis of PharmaEngine'salagition. However, the Company determined thatGbmpany cannot control the activities
of PharmaEngine, and therefore, the Company isheoprimary beneficiary and should not consolidatefinancial results of PharmaEngine.

During the year ended December 31, 20ELCiimpany recognized research and development sepen $11.2 million related to the
agreement with PharmaEngine, which consisted dfta0million upfront payment and $1.2 million okearch and development expense
reimbursement. As of December 31, 2011, the Compadyamounts payable of $280,000 related to theeagent with PharmaEngine.

6. Fair value of financial instruments

The carrying amounts of cash and cash atprits, restricted cash, prepaid expenses, accragivable, accounts payable and accrued
expenses approximates fair value due to the short-hature of these instruments. The capital lebbgations, convertible preferred stock
warrants and contingent consideration are alsdechat fair value.
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6. Fair value of financial instruments (Continued)

Fair value is an exit price, representimg amount that would be received from the salenaisset or paid to transfer a liability in an
orderly transaction between market participants. \Fedue is determined based on observable andsameable inputs. Observable inputs ref
readily obtainable data from independent sourcédiewnobservable inputs reflect certain marketiaggtions. As a basis for considering such
assumptions, GAAP establishes a three-tier valeratihy, which prioritizes the inputs used to depehe assumptions and for measuring fair
value as follows: (Level 1) observable inputs saslguoted prices in active markets for identicaétss (Level 2) inputs other than the quoted
prices in active markets that are observable edfrectly or indirectly; and (Level 3) unobservaiputs in which there is little or no market
data, which requires the Company to develop its aggsumptions. This hierarchy requires the Compamg¢ observable market data, when
available, and to minimize the use of unobservatgats when determining fair value.

The following tables show assets and litided measured at fair value on a recurring basisfdecember 31, 2010 and 2011 and the input
categories associated with those assets and tieili

As of December 31, 2010

(in thousands) Level 1 Level 2 Level 3
Assets

Cash equivalent $1550( $ — $ —
Liabilities

Convertible preferred stock warrai — — 652

As of December 31, 2011

(in thousands) Level 1 Level 2 Level 3
Assets

Cash equivalent $3507 $§ — $ —
Liabilities

Convertible preferred stock warrai — — 1,51¢

The Company's cash and cash equivaleniswsted in a U.S. treasury and federal agenckdzhmoney market fund that approximates
its face value. The fair value of the convertibtefprred stock warrants was determined using thelBScholes option valuation model. The

fair value of contingent consideration was detesdiby performing a probability weighted analysistaf likelihood of occurrence of potential
future financing events.
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6. Fair value of financial instruments (Continued)

The following table provides a roll-forwanflthe fair value of the convertible preferredctavarrants and contingent consideration,
categorized as Level 3 instruments, for the yeaded December 31, 2009, 2010 and 2011:

Convertible

Contingent preferred
(in thousands) consideration stock warrants
Balance, December 31, 20 17¢ 57¢
Realized gair (17¢) —
Unrealized loss included in other expe — 74
Balance, December 31, 20 — 652
Unrealized loss included in other expe — 864
Balance, December 31, 20 $ — 8 1,51¢

7. Consolidated subsidiaries
Hermes BioSciences, Inc.

On October 6, 2009, (the "Acquisition Date¢he Company completed the acquisition of alstariding shares of Hermes
BioSciences, Inc. ("Hermes"), a privately-held baitnology company developing lipidic nano-carrierallow for targeted delivery of small
molecule drugs, including chemotherapies, withgbal of improving cancer treatment safety and affic

As consideration for the acquisition, thengpany issued 4,383,000 shares of common stockanithstimated fair value of $9,292,000
based on an internal valuation prepared by the @osprhe acquisition also included a contingentsaeration arrangement that required
additional shares to be issued by the Company tmel€ former stockholders based on the occurremteiming of certain potential future
financing events. The range of additional sharasttie Company could have been required to issubeAcquisition Date as contingent
consideration was between 0 and 1,100,000 andrissuzould have occurred up to 24 months after douisition Date. The estimated fair
value of the contingent consideration recognizetheracquisition date of $178,000 was determinefddsforming a probability weighted
analysis of the likelihood of occurrence of potahtuture financing events. That estimate was basesignificant inputs not observable in the
market, which FASB Accounting Standards CodificatftASC") No. 820 Fair Value Measurements and Disclosu(&sSC 820"), refers to a
Level 3 inputs. Key assumptions included manageestimates of the probabilities of such poteifitinlre financing events occurring.

As of December 31, 2010, 400,000 additiahares could have been issued as contingent esasah. However, the Company
determined a zero probability that the contingemtsideration would ultimately be paid and recogaiaeyain of $178,000 for the year ended
December 31, 2010. On July 8, 2011, the Comparisfieat the contingent consideration triggering eyerhich reduced the shares that could
be issued from 400,000 to zero.
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7. Consolidated subsidiaries (Continued)

The following table summarizes the consitien transferred to Hermes and the amounts ofiftkthassets acquired and liabilities
assumed on the Acquisition Date:

Fair value of consideration transferred:

(in thousands)
Common shares of Merrimack Pharmaceuticals, $ 9,29-
Contingent consideratic 17¢
$ 9,47(

Recognized amounts of identifiable assefgi@ed and liabilities assumed:

(in thousands)
Cash acquired from Herm $ 92
Prepaid expenst 9
Other lon¢-term asset 33
In-process research and development ("IPR& 7,01(
Intangible assel 3,20(
Accounts payabl (1,042
Accrued expense (35)
Deferred tax liabilities, net of deferred tax as: (3,402)
Total identifiable net asse 5,86¢
Goodwill 3,60t
Total net assel $ 9,47(

The value assigned to IPR&D of $7,010,08lated to several development programs: an antiedyeted nanotherapeutic which cont:
a chemotherapy drug, a nanotherapeutic which amechemotherapy drug and other programs in tleeiats of $2,800,000, $3,400,000 and
$810,000, respectively. The value assigned to gibdm assets of $3,200,000 related to core nangecaechnology acquired from Hermes.
These values were estimated by applying an incgpeoach which includes significant inputs not olkabte in the market, which ASC 820
refers to as Level 3 inputs. These values wergmi@ted by estimating the costs to develop the aeduPR&D into commercially viable
products, estimating the net cash flows from sudfepts and discounting the net cash flows backedr present values. The probability of
success factors and discount rates used for ea@tpronsidered the uncertainty surrounding tleeesssful development of the acquired
IPR&D. Key assumptions included estimated fore@hfitéure product revenues based on actual salesd$mmilar marketed products, estime
expenses necessary to bring these products to hearélenargins based on historical company and ingdsta, application of a company
specific discount rate in the range of 25% to 3p#6gram specific probability of success factorssllasn management's estimate of the
likelihood of occurrence of future events and thneated timing of product approvals, which wersussed no earlier than 2016, based on
company and industry data for similar productsimnilar markets. The goodwill recognized is not teeductible.
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7. Consolidated subsidiaries (Continued)

The following unaudited pro forma summarggents consolidated information of the Compangrapplying the Company's accounting
policies as if the business combination had occuoreJanuary 1, 2009:

Pro forma
year ended
December 31,
(in thousands) 2009
Research and development rever $ 3,10(¢
Net loss $ 49,257

In 2009, the Company incurred $309,00thotitparty acquisition-related costs. These expease included in general and administrative
expense in the Company's consolidated statemegeshtions for the year ended December 31, 2009.

As of December 31, 2010 and 2011, nonbd®iPR&D projects have reached technological félitgimor do they have any alternative
future use; therefore, the Company has not comnteacmrtization of those assets. The core technadsggt is being amortized on a straight-
line basis over a period of ten years which is mganzent's best estimate of the useful life of théhhology.

Silver Creek Pharmaceuticals, Inc.

Silver Creek was incorporated on June B202and commenced operations on August 20, 201@Gu@nst 20, 2010, the Company
purchased 12,000,000 shares of Silver Creek Cdhiegeries A Preferred Stock ("Silver Creek SeAgsin exchange for technology
licenses. On August 20, 2010 and December 17, ZilM&r Creek issued a total of 4,190,000 sharesilgér Creek Series A to other investors
in exchange for $4,165,000, net of $25,000 of issaacosts. The Company consolidated Silver Creekugust 20, 2010 as the Company
concluded that Silver Creek is a variable inteesdity and the Company is the primary beneficiditye Company has the ability to direct the
activities of Silver Creek through its ownershipgatage and through the board of director seatsated by the Company and its related
parties and de facto agents. As of December 310 26l 2011, the Company owned 74% of the votingkstd Silver Creek and as of
December 31, 2010 and 2011, the Company recorded-gontrolling interest of $1,027,000 and $574,0@8pectively, as a component of
mezzanine equity on the Company's consolidatechbalaheets based on the terms of the Silver Creg&sSA.

As of December 31, 2010, the Company cadastdd Silver Creek total assets and total lidbsiof $3,976,000 and $61,000, respectively.
As of December 31, 2011, the Company consolidatieérSCreek total assets and total liabilities @302,000 and $39,000, respectively.

As of December 31, 2010 and 2011, emplogeesdirectors of the Company owned approximatétyof Silver Creek Series A.
Merrimack Pharmaceuticals (Bermuda) Ltd.

Merrimack Pharmaceuticals (Bermuda) Ltds wecorporated in Bermuda during 2011, is whailyred by the Company and holds cer
intellectual property rights with respect to MM-398
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8. Goodwill and intangible assets, net

Changes in the carrying value of gooduR&D and intangible assets for the years endece®éer 31, 2009, 2010 and 2011 were as
follows:

Intangible

(in thousands) assets IPR&D Goodwill

Balance, December 31, 20 $ — $ — 3 —
Acquisition of Herme: 3,20( 7,01( 3,60¢
Amortization (75) — —
Balance, December 31, 20 3,12¢ 7,01( 3,60¢
Amortization (320) — —
Balance, December 31, 20 2,80¢ 7,01( 3,60¢
Amortization (320 — —
Balance, December 31, 20 $ 248 $ 7,01C $ 3,60¢

Definite-lived intangible assets subjecainortization consist of core technology acquimednf Hermes. The Company commenced
amortization of these assets as of the Acquisiiate on a straight-line basis over a period ofytesrs, which is the estimated useful life of this
technology. Amortization expense is expected tad®ollows for the next five-year period:

Year Ended December 31, (in thousands)

2012 $ 32C
2013 32C
2014 32C
2015 32C
2016 32C

Indefinite-lived intangible assets not sdbjto amortization consist of IPR&D acquired frétermes. As of December 31, 2010 and 2011,
the Company had not commenced amortization of IPR&LX has not yet reached technological feasitilitd has no alternative future use;
accordingly, the full value of the IPR&D recordetdlze Acquisition Date remained recorded as of Ddmer 31, 2010 and 2011.

9. Cash equivalents

The Company's investment portfolio considtsivestments classified as cash equivalentshigglly liquid investments with an original
maturity of three months or less when purchased@nsidered to be cash equivalents. All cash etpritgare carried at cost, which
approximates fair value. Cash equivalents includezhsh and cash equivalents were $15,500,000 250%6,000 as of December 31, 2010
and 2011, respectively.
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10. Property and equipment, net

Property and equipment consisted of thiefiohg:

December 31,

(in thousands) 2010 2011
Lab equipmen $ 9221 $ 11,75}
IT equipment 1,301 2,20¢
Leasehold improvemen 7,56¢ 7,69¢
Furniture and fixture 314 32¢
Construction in proces 182 34¢

18,58: 22,33¢
Less: Accumulated depreciation and amortiza (11,129 (16,130

$ 745t $ 6,20¢

Depreciation expense was $2,680,000, $4006%nd $5,006,000 for the years ended Decemh&08B, 2010 and 2011, respectively.

During 2010, the Company disposed of firedets of $106,000 with accumulated depreciatid®166,000. During 2010, the Company
sold fully depreciated fixed assets of $26,000yltesy in a gain on disposal. During 2009, the Campdisposed of fixed assets of $658,000
with accumulated depreciation of $626,000. Thisiitesl in a loss on disposal of $32,000. No fixesk#s were disposed of or sold during the
year ended December 31, 20

In August 2004, the Company entered integuipment financing agreement with a leasing camp@he agreement involved the sale of
some of the Company's fixed assets to and thenlgasithose assets back from the leasing compamy Clompany's option to draw further on
this lease facility expired during 2008. Propenty @quipment under capital leases as of Decemh&03D and 2011 was $2,669,000 and
$4,114,000, respectively. For the years ended DbeeBil, 2009, 2010 and 2011, depreciation of ptg@erd equipment under capital lease
totaled $1,067,000, $409,000 and $26,000, respgtiv

11. Accrued expenses
Accrued expenses as of December 31, 20d@@h1 consisted of the following:

December 31

(in thousands) 2010 2011

Goods and service $ 4398 $ 9,18¢

Payroll and related benefi 2,861 3,66¢
Total accrued expens $ 7,25¢ $ 12,85:
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The following is a summary of the Compargsavertible and nonconvertible redeemable predesteck:

Shares Liquidation Conversion
Shares issued and Carrying preference price (per
(in thousands, except per share amounts) authorized outstanding value (per share) share)
As of December 31, 20(
Series A 86 — $ — $ — $ —
Series B 6,00(¢ 3,87¢ 14,04¢ 4.4C 2.8¢
Series C 15,10( 14,417 24,42¢ 1.8¢ 1.8¢
Series C 11,50( 8,08¢ 28,267 3.5C 3.5C
Series E 15,00( 14,99: 64,53 4.5C 4.5C

47,68¢ 41,36¢ $ 131,27¢

As of December 31, 201

Series E 6,00( 3,874 $ 14,04¢ $ 44C $ 2.8¢
Series C 15,10( 14,42 24.,44( 1.8¢ 1.8¢
Series C 11,50( 8,08¢ 28,26 3.5 3.5(C
Series E 15,00( 14,99 64,53 4.5(C 4.5C
Series F 15,68( 11,77¢ 59,97: 5.1C 5.1C

63,28( 53,14t $ 191,25

As of December 31, 201

Series E 6,00( 3,874 $ 14,04¢ $ 4.4C $ 2.8t
Series C 15,10( 14,42¢ 24,45¢ 1.8¢ 1.8¢
Series C 11,50( 8,08¢ 28,261 3.5C 3.5(C
Series E 15,00( 14,99: 64,53 4.5(C 4.5(C
Series F 15,68( 11,77¢ 59,97: 5.1C 5.1C
Series C 11,00( 11,00( 76,94¢ 7.0C 7.0C

74,28( 64,15. $ 268,22!

During 2010, the Company amended its agicf organization to remove Series A nonconvertibleemable preferred stock and as a
result, as of December 31, 2010, Series A was mgeloauthorized.
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12. Convertible preferred stock (Continued)

The following is the carrying value actyvitf convertible preferred stock for the years ehBecember 31, 2009, 2010 and 2011:

(in thousands)

Convertible preferred stock

Series B
convertible
preferred
stock
amount

Series D
convertible
preferred
stock
amount

Series C
convertible
preferred
stock
amount

Series E

convertible
preferred

stock
amount

Series F
convertible
preferred
stock
amount

Series G
convertible
preferred
stock
amount

Total

Balance at
December 31
2008

Return of
Series C stoc
as result of
license
agreemen

Issuance of
Series C stoc
as result of
warrant
exercise:

Balance at
December 31
2009

Issuance of
Series F stoc

Issuance of
Series C stoc
as result of
warrant
exercise:

Balance at
December 31
2010

Issuance of
Series C stoc
as result of
warrant
exercise:

Issuance of
Series G
stock

Balance at
December
31, 2011

The following is the issued and outstandihgre activity of the Company's convertible pneférstock for the years ended December 31,

2009, 2010 and 2011:

(in thousands)

$ 14,04¢

$ 2589 $

28,267 $

(1,469

64,53

$ 132,73¢

(1,469

14,04¢

24,42¢ 28,26

11

64,53

59,97¢

131,27¢

59,97¢

11

14,04¢

$ 14,04¢

$

24,44( 28,26

19

24,45¢ % 28,267 $

64,53

64,53

$

59,97¢

59,97¢

$

76,94¢

76,94¢

191,25

19

76,94¢

$ 268,22

Convertible preferred stock

Series B
convertible
preferred
stock
shares

Series D
convertible
preferred
stock
shares

Series C
convertible
preferred
stock
shares

Series E

convertible

preferred
stock
shares

Series F
convertible
preferred
stock
shares

Series G
convertible
preferred
stock
shares

Total

Balance at
December 31
2008

Return of
Series C stoc
as result of
license
agreemen

Issuance of
Series C stoc
as result of
warrant
exercise

Balance at

3,87

15,071 8,08¢

(662)

14,99:

42,02¢

(662)




December 31,
2009

Issuance of
Series F stoc

Issuance of
Series C stoc
as result of
warrant
exercise:

Balance at
December 31
2010

Issuance of
Series C stoc
as result of
warrant
exercise:

Issuance of
Series G
stock

Balance at
December 31
2011

3,87¢ 14,417 8,08¢ 14,99: — — 41,36¢
— — — — 11,77¢ — 11,77¢
_ 4 — — — — 4
3,87¢ 14,42: 8,08¢ 14,99: 11,77¢ — 53,14¢
_ 3 — — — — 3
— _ — — — 11,00( 11,00(
3,87¢ 14,42: 8,08¢ 14,99: 11,77¢ 11,00( 64,15
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The rights and preferences at Decembe2@11 of the Series B, Series C, Series D, Seri&ekes F and Series G (collectively, the
"Preferred Stock™) are as follows:

Voting rights

Series B, Series C, Series D, Series Be$SErand Series G stockholders are entitled te tagether with all other classes and series of
stock as a single class on all matters and artezhto the number of votes equal to the numbeahafes of common stock into which each
share of Preferred Stock is then convertible.

Dividends

Shares of Series B, Series C, Series DeSEr, Series F and Series G accrue cumulativeetids at the annual rate of 4% of the
respective purchase prices of each series, upntaxémum of 25% of the respective purchase pricepravided in the Company's Restated
Certificate of Incorporation (the "Accrued Dividesiyl The Accrued Dividends are payable only upomemal liquidation, dissolution or
winding-up of the Company, a Deemed Liquidationdafned in the Company's Restated Certificatenobtporation), or as to the Series B, a
conversion of the Series B into common stock. Nad@inds shall be declared, paid or set aside oro#ver series or class of capital stock
unless a comparable dividend is declared, pai@toaside for each share of Preferred Stock on-@womgerted basis. As of December 31, 2011,
no dividends have been declared or paid by the @osnp

Liquidation preference

In the event of an actual liquidation, dission or winding-up of the Company, the holdefshe Preferred Stock shall be entitled to elect
to convert their respective shares and/or any AgtiDividends into common stock or receive a paymehbf the assets of the Company
available for distribution to its stockholders gmibr to any distributions to the holders of comnsbock, in the amount of $4.40 per share of
Series B plus applicable, unpaid Accrued Divideftlds "Series B Liquidation Preference") in the cak8eries B, $1.89 per share of Series C
plus applicable, unpaid Accrued Dividends (the I&e€ Liquidation Preference") in the case of 3e@e$3.50 per share of Series D plus
applicable, unpaid Accrued Dividends (the "Serielsiquidation Preference") in the case of Serie$£50 per share of Series E plus
applicable, unpaid Accrued Dividends (the "Seriddduidation Preference") in the case of Serie$%&10 per share of Series F plus applici
unpaid Accrued Dividends (the "Series F LiquidatRneference") in the case of Series F and $7.08h@mee of Series G plus applicable, unj
Accrued Dividends (the "Series G Liquidation Prefare") in the case of Series G.

Unless the holders of at least two thirfihe outstanding shares of Series B, Series Ge$SEx, Series E, Series F and Series G each vote
(as a separate class) that such events shall rotdbemed liquidation, upon the occurrence of ¢drsolidation of the Company with, or
merger of the Company with or into, another busiregganization, other than a merger with an aféliaf the Company or a merger in which
the Company is the surviving Company and the stolckdrs of the Company prior to such merger conttousold a majority of the voting
power, or (ii) the sale of all or substantially eflthe Company 's business assets (a "Deemeddatijon”), the holders of shares of Preferred
Stock will be entitled to either elect (A) to comthe shares of Preferred Stock and/or any AccBigitlends into common stock or (B) to
receive, prior to any distribution to holders of
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common stock, a liquidation preference less thewarhof any Accrued Dividends converted into comrstock; provided that the aggregate
amount received by the holders of Series B, S&jeSeries D, Series E, Series F and Series G &r €zare of Series B, Series C, Series D,
Series E, Series F and Series G shall not excesd b2 the Series B, Series C, Series D, Serieefe$SF and Series G purchase price (ea
defined in the Company's Restated Certificate obtporation), as applicable. After payment of SeBeliquidation Preference, Series C
Liquidation Preference, Series D Liquidation Prefere, Series E Liquidation Preference, Series Ritlaion Preference and Series G
Liguidation Preference, the holders of common s&itl be entitled to receive the remaining assttie Company available for distributions.

Conversion

Each share of the Preferred Stock is cdibterat the option of the holder into common sto€khe Company based on a defined
conversion ratio, adjustable for certain standatéddution adjustments. At December 31, 2010 a@di®2 the conversion prices for shares of
Series B, Series C, Series D, Series E, Seriesl Saries G were $2.85, $1.89, $3.50, $4.50, $midh&.00, respectively. If at any time the
Company effects a firm commitment underwritteniaipublic offering for shares of common stock wétiper share offering price equal to or
greater than the greater of $4.40 or 250% of theeS€ conversion price, which results in aggregatss proceeds to the Company of at least
$50 million, then all outstanding shares of theféred Stock automatically convert to shares of mam stock, with Accrued Dividends of
approximately $4,263,000 on the Series B paid #hca

13. Series F amount

During 2010, management determined thaCibrapany may not have obtained all of the stockdrodgbprovals required with respect to
Restated Articles of Organization that it filed lvthe Secretary of the Commonwealth of the Commaitivef Massachusetts (the
"Massachusetts Secretary™) on November 2, 2007'20@7 Restated Articles"). Among other changes, 2007 Restated Articles were
intended to authorize the 11,776,000 shares oéSé&riConvertible Preferred Stock (the "Series &) the Company agreed to issue to
purchasers in 2007 and 2008. In addition, the Comfiited Articles of Amendment to the 2007 Restateticles with the Massachusetts
Secretary on November 5, 2009 (the "2009 Amendnmémdt the Company believes were ineffective assalt of the failure to obtain the
requisite stockholder approvals for the 2007 Redtétrticles. As a result, the Series F was notllgdgssued preferred stock, but rather an
unsettled obligation to issue Series F.

In order to properly authorize and issue $teries F, in July and August 2010, the boardrettbrs and stockholders of the Company,
respectively, approved new Restated Articles ofaDization (the "2010 Restated Articles") that pded for the amendments contemplated by
the 2007 Restated Articles and the 2009 Amendnhet.der to provide the purchasers with shareseoieS F having the economic benefit of
the accruing dividends to which they would haverbestitled had the Series F been properly authdrael issued as originally intended, the
2010 Restated Articles authorized the Series Blinseries, with each sub-series correspondingctosing date in 2007 or 2008. The
preferences, limitations and relative rights of shares of each suderies of Series F authorized by the 2010 Resfatitles are the same as
the preferences, limitations and relative rightshef shares of Series F intended to be authorigeldeb2007 Restated Articles and the 2009
Amendment. The 2010 Restated Articles were filetthwie Massachusetts Secretary of State on Oc&t2&10.
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Following the filing of the 2010 Restatedigles, the Company entered into an Exchange Ages with each individual and entity that
originally agreed to purchase shares of SeriesZ0@Y or 2008. Pursuant to the Exchange Agreemiiir@€;ompany agreed to exchange the
rights to receive the shares of Series F thatdtdgreed to issue in 2007 and 2008 for the saméauof shares of the applicable sub-series of
Series F authorized by the 2010 Restated Arti@ash exchanges were completed on October 6, 2010.

The Company recorded imputed noncash isttepgpense for financial reporting purposes of 8,800, $3,673,000 and $0 for the years
ended December 31, 2009, 2010 and 2011, respsgtiigt to the delayed delivery of Series F. Upamgletion of the exchanges of Series F
on October 6, 2010, the Company issued 11,776 0@&s of Series F. The Series F amount was reliewédhe initial investment of $5.10 |
share was recorded as convertible preferred stodkhee accrued noncash interest expense of $1P@T#jas recorded as additional paid-in
capital during the fourth quarter of 2010.

14. Stock warrants

The following is a description of the commstock warrant activity of the Company:

Warrants Weighted
for the average
purchase of exercise
(in thousands, except per share amount common stock price
Balanc—December 31, 200 2,93 $2.3¢
Balanc—December 31, 200 2,931 2.3t
Balanc—December 31, 201 2,93 2.9¢
Expired @ 2.47%
Exercisec (29€) 2.4¢
Balanc—December 31, 201 2,64( $2.9¢

During the third quarter of 2010, 2,596,008 rants held by a related party stockholder weodified to extend the expiration dates by
4 years and increase the exercise prices from $d22.47 to $3.00 per share. The modification vedised using a Black-Scholes option
valuation model and the Company accounted for 1hg(8,000 of incremental value within additionaidpi capital.

During the fourth quarter of 2011, warratstgurchase 290,000 shares of common stock wereisgd, and as a result, the Company
received $716,000 in proceeds and issued 290,G0@slof common stock. In addition, warrants to pase 6,000 shares of common stock
were cashless exercised and 4,000 shares of comtmckwere issued. Warrants to purchase 1,000 sb&@mmon stock expired in the
fourth quarter of 2011.
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The following is a description of the pmeésl stock warrant activity of the Company:

Warrants for the purchase of preferred stock

Weighted Weighted
average average
exercise exercise

(in thousands, except per share amouni Series C price Series D price

Balance, December 31, 20 21 $1.8¢ 30z $3.5(
Exercisec (6) 1.8¢ — —
Balance, December 31, 20 15 1.8¢ 302 3.5
Exercisec (17) 1.8¢ — —
Balance, December 31, 20 4 1.8¢ 302 3.5
Exercisec ()] 1.8¢ — —
Balance, December 31, 20 — — 30z $3.5(

15. Common stock

As of December 31, 2010 and 2011, the Compad 125.0 million shares and 138.5 million sharespectively, of $0.01 par common
stock authorized. During the fourth quarter of 20tb@ Company changed the par value of its comrtmrk$rom no par to $0.01 par and
recognized a $17,547,000 reduction to common stocka corresponding increase to additional paithpital. There were 11,073,000 and
11,834,000 common shares issued and outstandioiglecember 31, 2010 and 2011, respectively. Theesthreserved for future issuance as
of December 31, 2010 and 2011 consisted of theviatig:

December 31

(in thousands 2010 December 31, 201

Conversion of Series B, Series C, Series D, Sé&i
Series F and Series G preferred st 55,25: 66,25¢
Preferred stock warran 30¢€ 302
Common stock warran 2,937 2,64(
Contingent consideratic 40C —
1999 Stock Option Plan and 2008 Stock Incentive 16,21+ 17,61%
75,11( 86,81°¢

16. Stock-based compensation

Prior to 2008, the Company granted equitgras to employees, officers and consultants utiet 999 Stock Option Plan (the "1999
Plan"). In 2008, the Company adopted the 2008 Stoméntive Plan (the "2008 Plan™) for employeeé$icefs, directors, consultants and
advisors and decided that no additional sharesmihton stock would be issued under the 1999 Pla@.ZDB8 Plan, which is administered by
the Board of Directors of the Company, permitteel @ompany to grant incentive and nonqualified stmatkons, restricted stock, restricted
stock units and other stock-based awards, up to a
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maximum of 12.4 million shares. In 2009 and 20h&, Board of Directors and Stockholders of the Camamended the 2008 Plan to incre
the number of shares that may be issued undetdheby 4.7 million and 2.5 million, respectivelyp to a maximum of 19.6 million shares.
Awards typically vest over three years for emplayaad immediately for directors, at the discretbthe Board of Directors, and options
typically have a maximum term of ten years. As etcBmber 31, 2010 and 2011, there were 201,00020\@@ shares, respectively, availe
to be issued under the 2008 Plan.

In 2009, as allowed under the 2008 PlamBRbard of Directors of the Company voted to lotier exercise prices of certain outstanding
stock options held by nonexecutive employees whathexercise prices greater than the fair markdeewvef the underlying common stock. As
a result, options to purchase 1.9 million sharesoofimon stock with exercise prices greater thahZsger share were amended to reflect the
new exercise price of $2.12 per share. Share-bamagensation recognized as a result of this amentdwes $59,000, $103,000 and $20,000
for the years ended December 31, 2009, 2010 antl, 284pectively.

During 2009, 2010 and 2011, the Companyeidoptions to purchase 4.2 million, 2.9 milliord&h3 million shares of common stock,
respectively, to its directors and employees. Tlogg®ns generally vest over a three-year periocgfoployees and immediately for directors.

During 2009, 2010 and 2011, the Companptgdoptions to purchase 85,000, 40,000 and 8%bafes of common stock, respectivel
nonemployees. The assumptions used to determirfaithealue of options granted to nonemployees veeresistent with those used for
employee grants.

The Company recognized stock-based comfiensaxpense as follows:

Year ended December 3

(in thousands 2009 2010 2011
Employee awards
Research and developm $ 1,941 $ 2,787 $ 3,59i
General and administratiy 1,31« 1,70€ 2,87¢
Stoclk-based compensation for employee awi 3,25¢ 4,49 6,47
Stock-based compensation for nonemployee aw 49 58 48C
Total stocl-based compensatic $ 3,30¢ $ 4551 $ 6,95-

The fair value of options granted in 20R910 and 2011 were estimated at the date of gsing the following assumptions:

Year ended December 3.

2009 2010 2011
Risk-free interest rat 2.4-3.2% 1.7-2.8% 1.3- 2.5%
Expected dividend yiel 0% 0% 0%
Expected tern 5-5.9 year 5-5.9 year 5-5.9 year
Expected volatility 69- 76% 73-77T% 71-73%
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The Company uses the simplified methodatoudate the expected term as it does not havemrft historical exercise data to provide a
reasonable basis upon which to estimate expeated Tihe computation of expected volatility is basedhe historical volatility of comparak
companies from a representative peer group seléeteeld on industry and market capitalization. Télefree interest rate is based on a
treasury instrument whose term is consistent vhighexpected life of the stock options. Managemstitnates expected forfeitures based on
historical experience and recognizes compensatists ©nly for those equity awards expected to vest.

The following table summarizes stock optmtivity, including options issued to nonemployees

Weighted
average Aggregate
Number of exercise intrinsic

(in thousands, except per share amount: shares price value
Outstanding, December 31, 2C 11,48: $ 2.06 $ (2,85¢
Granted 4,23¢ 2.0¢
Exercisec (430) 0.9¢
Forfeited (632) 2.2C
Outstanding, December 31, 2C 1466( $ 2.0z $ 1,49
Granted 2,98¢ 2.52
Exercisec (205) 1.44
Forfeited (1,225 2.2¢
Outstanding, December 31, 2C 16,21« $ 2.1C $ 9,62¢
Granted 2,35( 5.7
Exercisec (467) 2.2C
Forfeited (480) 2.4t
Outstanding, December 31, 2C 17617 $ 256 $ 74,32¢
Exercisable, December 31, 20 1357 $ 2.1¢ $ 62,41
Vested and expected to vest, December 31, 17,32¢ $ 255 $ 73,63¢

The aggregate intrinsic value was calcdlatethe difference between the exercise prickeoftock options and the fair value of the
underlying common stock as of the respective balaheet date. The aggregate intrinsic value oboptéxercised in 2009, 2010 and 2011 was
$226,000, $145,000 and $1,392,000, respectively.

As of December 31, 2011, there was $9, DdJ total unrecognized compensation cost reladetnvested stock awards. As of
December 31, 2011, the Company expects to recogfmze costs over weighted average periods of ajppately 1.7 years.
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The following table summarizes informatianluding the range of exercise prices for stockams outstanding and exercisable at

December 31, 2011:

Options outstanding

Options exercisable

Weighted Weighted
average Weighted Number average Weighted
Number of remaining average of shares remaining average
shares contractual exercise exercisable contractual exercise
Exercise Price (in thousands) life (years) price (in thousands) life (years) price
$1.25 1,38( 274 $ 1.2¢ 1,38( 274 $ 1.2F
1.71 1,42¢ 3.6€ 1.71 1,42¢ 3.6€ 1.71
1.81 2,361 6.81 1.81 2,32z 6.8C 1.81
2.12 5,91¢ 7.3C 2.1z 4,71¢ 7.1% 2.1z
2.19 53¢t 0.87 2.1¢ 53¢t 0.87 2.1¢
2.47 64C 4.6¢ 2.47 64C 4.6¢ 2.47
2.59 1,03¢ 5.7¢€ 2.5¢ 1,03¢ 5.7¢€ 2.5¢
2.69 1,99¢ 8.71 2.6¢€ 911 8.5¢ 2.6¢€
5.54 1.94: 9.3¢ 5.54 60C 9.3¢ 5.54
6.37 67 9.5¢ 6.37 3 9.5¢ 6.37
6.78 31¢E 9.84 6.7¢ — — 0.0C
17,61: 6.64 2.5€ 13,57: 5.9¢ 2.1¢
Vested and
expected to
vest 17,32¢ 6.6( 2.5¢

17. Income taxes

As a result of losses incurred, the Comidynot provide for any income taxes in the yearded December 31, 2009, 2010 and 2011. A

reconciliation of the Company's effective tax rate¢he statutory federal income tax rate is aofed.:

2009 2010 2011
Federal statutory ra 35.(% 35.(% 35.%
State taxes, net of Federal ben 2.5 4.6 4.2
Permanent difference (3.2 (2.6) (0.9
Stock compensatic (2.0 (2.9 1.2
Change in valuation allowan: (30.9) (39.9) (36.9)
Tax credits 4.5 5.1 3.6
Foreign rate differential — — (4.9
Other — — (0.9
6.5% —% —%
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Temporary differences that give rise tomgigant net deferred tax assets as of Decembe2@) and 2011 are as follows:

(in thousands) 2010 2011
Deferred tax asse
Net operating losse $ 34,03 $ 40,63
Capitalized research and development expe 36,86¢ 47,64(
Credit carryforward: 10,26: 13,38(
Depreciatior 1,08( 2,33
Deferred compensatic 1,60: 4,45(
Deferred revenu 22,49¢ 26,46
Accrued expense 60¢ 67€
Other 88¢€ 922
Total gross deferred tax as: 107,83: 136,50(
Intangible assel (3,959 (3,817)
Valuation allowanct (103,88)  (132,68)
Net deferred taxe $ — $ =

As of December 31, 2011, the Company hddrid and state net operating loss ("NOL") carnyimds of $108.3 million and
$65.7 million, respectively, which began to expir012. As of December 31, 2011, the Company kderal and state research and
development ("R&D") and investment tax credit céorwards of $11.1 million and $3.5 million, respegety, which began to expire in 2012.
Management has evaluated the positive and negatidence bearing upon the realizability of its defd tax assets, which are comprised
principally of net operating loss carryforwards. Mgement has determined that it is more likely thainthat the Company will not recognize
the benefits of federal and state deferred taxteiss®l, as a result, a valuation allowance of $68llion and $132.7 million have been
established at December 31, 2010 and 2011, resphcti

At December 31, 2011, $1.6 million of femleand state net operating loss carryforwardsedtatieductions for stock option compensa
for which the associated tax benefit will be credito additional paid-in capital when realized.sTa@inount is tracked separately and not
included in the Company's deferred tax assets.

Additionally, the future utilization of theompany's NOL and R&D credit carryforwards to effuture taxable income may be subject to
a substantial annual limitation under Section 3Bthe Internal Revenue Code due to ownership cratigd have occurred previously or that
could occur in the future. Ownership changes, fiseldin Section 382 of the Internal Revenue Caoday have limited the amount of net
operating loss carryforwards and research and dprrednt credit carryforwards that the Company canaagh year to offset future taxable
income and taxes payable. Subsequent ownershigebaould impose additional limitations. The Comphas not performed a complete 382
study. Any limitation to all or a portion of the Nl®r R&D credit carryforwards, before they can ltiéized, would reduce the Company's gr
deferred tax asset.

The Company adopted the provisions of A8Q-X0,Accounting for Uncertainty in Income Taxes—an iptetation of ASC 74@®n
January 1, 2007. ASC 740-10 clarifies the accogrfom uncertainty in
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income taxes recognized in an enterprise's finhstagements in accordance with ASC 7H@ome Taxesand prescribes a recognition
threshold and measurement process for financimstnt recognition and measurement of a tax positiken or expected to be taken in a tax
return. ASC 740-10 also provides guidance on degeition, classification, interest and penaltiessaamting in interim periods, disclosure and
transition. The Company concluded that there arsigmificant uncertain tax positions requiring rgoiion in the consolidated financial
statements. The Company's evaluation was perfofaretie tax years ended December 31, 2008 thro0dh,2he tax years which remain
subject to examination by major tax jurisdictiossoh December 31, 2011. However, to the extenCitvapany utilizes net operating losses
from years prior to 2008, the statute remains dpehe extent of the net operating losses utilized.

The change in the valuation allowance agdhre deferred tax assets in the years ended heredth, 2009, 2010 and 2011 was as follc

Balance at Balance at

beginning end of
(in thousands) of period Additions Deductions period
December 31, 200 $ 67,01 17,811 (3,402 $ 81,42
December 31, 201 $ 81,42 22,46 — $ 103,88:
December 31, 201 $ 103,88: 28,80z — $ 132,68:

As a result of the acquisition of Hermesinly 2009, the Company recognized a portion ofatsiation allowance. The Company recorded
intangible assets and IPR&D for which there isaoliasis. As a result, the Company recorded aefetred tax liability in connection with tt
acquisition. The net deferred tax liability wasseff with deferred tax assets previously recordethbyCompany which resulted in a reduction
in the valuation allowance. The decrease in theatan allowance resulted in a $3,402,000 incoméemefit for the year ended December
20009.

In January 2010, the Massachusetts Liferas Center ("MLSC"), an independent agency ofJQéramonwealth of Massachusetts,
awarded the Company $1,500,000 of tax incentiveleuits Life Sciences Tax Incentive Program. Thasentives allowed the Company to
monetize approximately $1,350,000 of state reseamcdhdevelopment tax credits. The Company recdhisdnonetization in 2010. In
exchange for these incentives, the Company pletighiote 50 employees in 2010 and retain these eyepbuntil at least December 31, 2014.
Failure to do so could result in repayment of inizexs. The Company deferred and is amortizing #aeeffit of this monetization on a straight-
line basis over the 5 year performance period.beth the years ended December 31, 2010 and 204 Gdmpany recognized $270,000 of
benefit in other income.

In October 2010, the Company received gréotaling $2,445,000 under the Federal Qualifyihgrapeutic Discovery Projects program
as provided for under section 48D of the Internev&hue Code, enacted as part of the Patient Fmtenid Affordable Care Act of 2010. The
Company received $1,941,000 during 2010 and $504J0@ing the first quarter of 2011 related to thgsants. For the year ended
December 31, 2010, the Company recognized $2,4858@ther income related to these grants.

In January 2011, the MLSC awarded the Cam$4d.,347,000 of tax incentives under its Life 8cies Tax Incentive Program. These
incentives allowed the Company to monetize apprexéfy $1,212,000 of state research and developtagntredits. The Company received
this monetization in

F-33




Table of Contents

Merrimack Pharmaceuticals, Inc.
Notes to consolidated financial statements (Contirad)
December 31, 2009, 2010 and 2011
17. Income taxes (Continued)

the second quarter of 2011. In exchange for thesentives, the Company has pledged to hire 50 graptin 2011 and retain these employees
until at least December 31, 2015. Failure to doadd result in repayment of incentives. As of Dmber 31, 2011, the Company has not yet
recognized any benefit associated with these tzenitives.

18. Commitments and contingencies
Operating leases

The Company leases its office, laboratony mmanufacturing space and certain office equipraader noncancelable operating leases.
Total rent expense under these operating lease$2y@82,000, $2,846,000 and $3,235,000 for thesyeaded December 31, 2009, 2010 and
2011, respectively.

Future minimum lease payments under norgdahlte operating leases at December 31, 2011 dofi@ss:

Year ended December 31, (in thousands)

2012 2,89¢
2013 1,87¢
2014 1,43:
2015 482

During 2008, the Company expanded its exjdiacility and amended its office, laboratory andnufacturing space operating lease. As
part of this amendment, the landlord agreed tolanse the Company for a portion of tenant improwaimenade to the facility. During 2009,
the Company received $786,000 from the landlordamuary and June 2010, the Company entered ede Eemendments to further expand its
office, laboratory and manufacturing space. Theasd amendments are co-terminous with the Compaxigting facility lease which expires
in April 2012. As part of these amendments, thellarl agreed to reimburse the Company for a podictenant improvements made to the
facility. During 2010, the Company received $210,6@m the landlord. These amounts were recordettfarred lease benefits on the
Company's balance sheets and are being amortizedtmterm of the lease as reductions to rentresgpegOn March 31, 2011, the Company
amended its existing office, laboratory and manufidicg lease to extend the term on a portion ofeiésed space until April 2015 and extend
the term on the remainder of leased space until 2043 with options to extend until April 2015. Aart of this amendment, the landlord
agreed to reimburse the Company for a portion rdiié improvements made to the facility, up to altof $381,000. As of December 31, 2011,
the Company had received reimbursement of $52 @00 the landlord.

Capital leases

In August 2004, the Company entered intagmeement with a leasing company under which tragany was authorized to borrow ug
$1.4 million of noncourse debt through sale/leasektand loan structured transactions which werateshlized by equipment. In January
2006, the agreement was amended increasing the &grsgotal borrowing capacity to $4.5 million. Bdease is to be repaid over a four year
period. The interest rate was established basedp@ncentage above treasury interest rates. Bargswhade under this agreement were
$675,000 for the year ended December 31, 2008 Chimepany's option to draw further on this leaselifgaxpired during 2008.
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Future minimum lease payments under noredahte capital leases at December 31, 2011 amdlaw$:

Year ended December 31, (in thousands)
2012 49
Less interes 1
Present value of minimum lease payme 48
Less current portion of capital lease obligati 48
Capital lease obligations, net of current port $ —

Contingencies
Contractual matter

The Company manufactures MM-121 underenbe and collaboration agreement with Sanofi. Utlderagreement, Sanofi reimburses
the Company for direct costs incurred in manufaeturDuring 2009 and 2010, the Company utilizeliedtparty contractor to perform fill-
finish manufacturing services. This third party tantor experienced FDA inspection issues witlyitality control process that resulted in a
formal warning letter from the FDA. Following a few by Sanofi and the Company, some MM-121 waseguitom clinical trial sites and
replaced with MM-121 that was filled by a differemdntractor. Sanofi has requested that the Compasyme financial responsibility for the
MM-121 material that was pulled from clinical trigsites. The Company has disputed Sanofi's requésisaurrently following the dispute
resolution provisions of the license and collaboratgreement. If the executive officers appoiriigdanofi and the Company are unable to
resolve the request, then Sanofi may requesttieaCompany submit the matter to binding arbitratiarthe event that binding arbitration is
pursued and the Company is found financially resjina for the MM421 material that was pulled from clinical triales, the Company may
required to reimburse Sanofi. The arbitration pssds inherently uncertain, and the Company cagunatantee that the outcome of arbitration,
if it were to occur, would be favorable for the Qmany. The Company does not believe that a losterkta this matter is probable.
Accordingly, no accrual related to this matter haen recorded as of December 31, 2011. The Congstimyates that the potential payment
range for this reimbursement may be between $Gdr®imillion. Based on the revenue recognition nhémtemanufacturing services under
license and collaboration agreement, the Compatipat®s that a potential reimbursement of betwekear®l $4.8 million would result in a
reduction of revenue of between $0 and $0.9 miliiothe accompanying consolidated statement ofadjpers in the period.

19. Retirement plan

On May 31, 2002, the Company establish&@lgk) defined contribution savings plan for its@ayees who meet certain service period
and age requirements. Contributions are permitpetd the maximum allowed under the Internal ReveDade of each covered employee's
salary. The savings plan permits the Company tdriborte at its discretion. For the years ended Dewy 31, 2009, 2010 and 2011, the
Company made contributions of $270,000, $380,0@D%487,000, respectively, to the plan.
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The following table contains quarterly firtéal information for 2010 and 2011. The Companleves that the following information
reflects all normal recurring adjustments neceskarg fair statement of the information for theipds presented. The operating results for any
quarter are not necessarily indicative of resutsahy future period.

First Second Third Fourth
Quarter Quarter Quarter Quarter
(in thousands, except per share data)
2010
Research and development rever $ 396¢ $ 429« ¢ 573 $ 6,30¢
Total operating expens: 15,86¢ 16,34¢ 18,23¢ 19,02¢
Net loss (13,069 (13,249 (13,719 (10,13
Net loss attributable to Merrimas
Pharmaceuticals, Inc (13,069 (13,249 (13,69¢) (10,099
Net loss per share available to comn
stockholder—basic and dilute: $ (13 $ (130%$ (139 % (.69
First Second Third Fourth
Quarter Quarter Quarter Quarter
(in thousands, except per share date
2011
Research and development rever $ 6461 $ 659 $ 8582 $ 12,571
Total operating expens 21,102 36,01¢ 27,21¢ 30,74«
Net loss (13,539 (29,19¢) (18,729 (18,22
Net loss attributable to Merrimas
Pharmaceuticals, Inc (23,457  (29,05) (18,599 (18,116
Net loss per share available to comn
stockholder—basic and dilute: $ (139 %$ (27 3% (18)$ (1.7¢

21. Subsequent events

During the first quarter of 2012, the Compé#riggered a milestone payment of $5.0 milliomjeh is payable under the collaboration
agreement with PharmaEngine in connection withrdp#ie first patient in a Phase 3 clinical triaM1-398 in pancreatic cancer.

During the first quarter of 2012, the Compamended its Restated Certificate of Incorporatiincrease the number of authorized st
of common stock from 138,500,000 to 200,000,000.

During the first quarter of 2012, the Compaarned a $5.0 million milestone payment undeditense and collaboration agreement with
Sanofi in connection with dosing the first patiena proof of concept Phase 2 clincal trial of MKM411in ovarian cancer.

During the first quarter of 2012, the Comypé#riggered a payment of $1.5 million, which ig/phle to a collaborator associated with
dosing the first patient in a Phase 1 clinicall ofaMM-151 in solid tumors.

The following six paragraphs are unaudited:

The $5.0 million milestone payment to PhalEmgine in connection with dosing the first patiena Phase 3 clinical trial of MM-398 in
pancreatic cancer was paid during the first quart@012.
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The $1.5 million payment to a collaborassociated with dosing the first patient in a PHasknical trial of MM-151 in solid tumors was
paid during the first quarter of 2012.

During the first quarter of 2012, the Compaccepted antibody discovery efforts performed blyird party, which resulted in a payable
of $400,000. The Company is required to make thisrent in the second quarter of 2012.

During the first quarter of 2012, the Compa&ntered into a lease amendment to further exjpamdfice, laboratory and manufacturing
space. The amendment leases additional spaceséwea year term from the commencement date aneases future minimum lease paym
under noncancelable operating leases by approxXyit86,000, $375,000, $384,000, $392,000 and $00Lfor the years ended
December 31, 2012, 2013, 2014, 2015 and 2016, cegply. As part of this lease amendment, the lardihgreed to reimburse the Company
for a portion of tenant improvements made to thedifg, up to a total of $464,000.

As described in Note 2, on March 28, 2ah2,Company signed an underwriting agreement argbdgo pricing terms on an initial pub
offering of 14,300,000 shares of common stock@tiee of $7.00 per share, which is expected to geaenet proceeds of approximately
$93.5 million. The Company expects the offeringltwse on April 3, 2012.

The Company is required to pay the holdéiSeries B convertible preferred stock cash dwitieof approximately $4.3 million upon the
closing of the initial public offering, which is pgcted to close on April 3, 2012.
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Description of exhibit

3.1*
3.2*
3.3*
3.4*
3.5*%

4.1*
4.2*

4.3*
4.4
4.5*
4.6*
4.7*

10.1*
10.2*
10.3*
10.4*
10.5*
10.6*#
10.7*
10.8*#
10.9*

10.10%

10.11%

10.12%

10.13*

Restated Certificate of Incorporation of the Regist

Bylaws of the Registrar

Certificate of Amendment of Restated Certificatéraforporation of the Registra
Restated Certificate of Incorporation of the Regist to be effective upon the closing
the Registrant's initial public offerir

Amended and Restated Bylaws of the Registrabeteffective upon the closing of the
Registrant's initial public offerin

Specimen certificate evidencing shares of commaock:

Fifth Amended and Restated Investor Rights Agreentated April 6, 2011, by ar
among the Registrant and the other parties thi

Warrant to purchase shares of Series D Converflbéferred Stock, dated April 6, 2005,
issued by the Registrant to Hercules Technologyw@r&apital, Inc

Form of warrant to purchase shares of Common Sgstled by the Registrant to Gene
Electric Capital Corporatio

Form of warrant to purchase shares of Common Ststled by the Registrant to varic
parties expiring on December 10, 2(

Form of warrant to purchase shares of CommonkSgstied by the Registrant to various
parties expiring on December 17, 2(

Form of warrant to purchase shares of CommonkSg&sted by the Registrant to various
parties expiring on March 10, 20

1999 Stock Option Pla

2008 Stock Incentive Ple

2011 Stock Incentive Ple

Form of Incentive Stock Option Agreement under 281dck Incentive Pla

Form of Nor-Qualified Stock Option Agreement under 2011 Stoaiehtive Plar
Amended and Restated Employment Agreement, datefiAsgust 16, 2011, by ar
between the Registrant and Fazal R. K

Employment Agreement, dated as of September@®0l,2y and between the Registrant
and William M. McClement:

Amended and Restated Employment Agreement, deted August 16, 2011, by and
between the Registrant and Robert J. Mu

Amended and Restated Employment Agreement, datefifsgust 16, 2011, by ar
between the Registrant and Ulrik B. Niels

Amended and Restated Employment Agreement, datetiAsgust 16, 2011, by ar
between the Registrant and Clet M. Niyik

Amended and Restated Employment Agreement, deted August 16, 2011, by and
between the Registrant and Edward J. Ste

Amended and Restated Employment Agreement, deted August 16, 2011, by and
between the Registrant and William A. Sulliv

Form of Indemnification Agreement between the Riegig and each director a
executive office
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10.14* Indenture of Lease, dated as of May 16, 200&ruybetween the Registrant and RB
Kendall Fee, LLC, as amended on March 23, 200y, Iu2007, April 1, 2008,
November 17, 2008, July 6, 2009, January 27, 20d@e 29, 2010, March 31, 2011 ¢
March 8, 201z

10.15* Sublease, dated as of August 20, 2010, by and bet®#ver Creek Pharmaceuticals, |
and FibroGen, Inc., as amended on January 20, 204yl 4, 2011, May 26, 2011 and
August 1, 201!

10.16*1 Patent License Agreement, dated as of Februar@@iB, by and between the Registr
and the United States Public Health Sen

10.17*1 License Agreement, dated as of September 26, 280&nd between the Registrant
successor-in-interest to Hermes BioSciences, armd)Merrimack Pharmaceuticals
(Bermuda) Ltd. (as assignee from PharmaEngine), las.amended on June 30, 2!

10.18*t Assignment, Sublicense and Collaboration Agreendated as of May 5, 2011, by a
between Merrimack Pharmaceuticals (Bermuda) Ltd.RimarmaEngine, In

10.19*t License and Collaboration Agreement, dated as pfedeber 30, 2009, by and between
Registrant and Sanofi, as amended on February01g,

10.20*t1 Commercial License Agreement, dated as of Jua@@3, by and between the Registrant
and Selexis SA, as amended on January 8,

10.21*t Exclusive License Agreement, dated as of Novemb260Q@0, by and between t
Registrant (as successor-in-interest to Hermesdéo$es, Inc.) and The Regents of the
University of California, as amended on Octobe2®)3, September 13, 2006, June 6,
2007 and September 28, 2C

10.22*1 Exclusive License Agreement, dated as of Margh2065, by and between the Registrant
and The Regents of the University of Californiaaasended on November 17, 2C

10.23*t Collaboration Agreement, dated as of NovembeR2069, by and between the Registrant
and Adimab LLC, as amended on April 27, 2010, yr2010 and October 11, 20

10.24*t Sublicense Agreement, dated as of June 30, 2008nthpetween the Registrant and D
Corp.

10.25*t1 Amended and Restated Collaboration Agreemengddas of January 24, 2007, by and
between the Registrant and Dyax Corp., as amemnlddlg 31, 2008 and November 6,
2009

21.1 Subsidiaries of the Registre

31.1 Certification of Chief Executive Officer pursuantRule 13-14 or 15¢14 of the Exchan¢
Act

31.Z2 Certification of Chief Financial Officer pursuantRule 13-14 or 15+-14 of the Exchang
Act

32.1 Certification of Chief Executive Officer pursuantRule 13a-14(b) or 15d-14(b) of the
Exchange Act and 18 U.S.C. Section 1.

32.z Certification of Chief Financial Officer pursuantRule 13a-14(b) or 15d-14(b) of the
Exchange Act and 18 U.S.C. Section 1.

* Incorporated by reference to the Registrant's Regjiisn Statement on Forn-1, as amended (File No. &-175427).

T Confidential treatment requested as to portiorth@fexhibit. Confidential materials omitted anedilseparately with the
Securities and Exchange Commission.

# Management contract or compensatory plan, contraareement.
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Exhibit 21.1

SUBSIDIARIES OF THE REGISTRANT

Name Jurisdiction of Incorporation
Merrimack Pharmaceuticals (Bermuda) Lt Bermuda
Merrimack Pharmaceuticals UK Limitet UK

Silver Creek Pharmaceuticals, In Delaware

* wholly owned
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Exhibit 31.1
CERTIFICATIONS
I, Robert J. Mulroy, certify that:
1. I have reviewed this Annual Report on Form 10-KMvgrrimack Pharmaceuticals, Inc.;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%¢r the registrant and have:

a) Designed such disclosure controls and proceduregused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

b) Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsimetport our conclusior
about the effectiveness of the disclosure contants procedures, as of the end of the period cougyeldis report based on such
evaluation; and

C) Disclosed in this report any change in the regitsanternal control over financial reporting tloacurred during the registran
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingpan

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluationterhal control over financi:
reporting, to the registrant's auditors and thataaommittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apibrt financial information; ar

b) Any fraud, whether or not material, that involvearmagement or other employees who have a signifrodain the registrant
internal control over financial reporting.

Date: March 30, 2012 /s/ ROBERT J. MULROY

Robert J. Mulroy
President and Chief Executive Offic
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Exhibit 31.2
CERTIFICATIONS
I, William A. Sullivan, certify that:
1. I have reviewed this Annual Report on Form 10-KMgrrimack Pharmaceuticals, Inc.;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%¢r the registrant and have:

a) Designed such disclosure controls and proceduregused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

b) Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsimetport our conclusior
about the effectiveness of the disclosure contants procedures, as of the end of the period cougyeldis report based on such
evaluation; and

C) Disclosed in this report any change in the regitsanternal control over financial reporting tloacurred during the registran
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingpan

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluationterhal control over financi:
reporting, to the registrant's auditors and thataaommittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apibrt financial information; ar

b) Any fraud, whether or not material, that involvearmagement or other employees who have a signifrodain the registrant
internal control over financial reporting.

Date: March 30, 2012 /s WILLIAM A. SULLIVAN

William A. Sullivan
Chief Financial Officer and Treasur:
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Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report onfiRdr0-K of Merrimack Pharmaceuticals, Inc. (the "Qamy") for the period ended
December 31, 2011 as filed with the SecuritiesExchange Commission on the date hereof (the "Rgpthie undersigned, Robert J. Mulroy,
President and Chief Executive Officer of the Compdrereby certifies, pursuant to 18 U.S.C. Secli®h0, that to his knowledge:

(1) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeok 1934; ant

(2) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations of
the Company.

Date: March 30, 201 /s/ ROBERT J. MULROY

Robert J. Mulroy
President and Chief Executive Offic
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Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report onfiRdr0-K of Merrimack Pharmaceuticals, Inc. (the "Qamy") for the period ended
December 31, 2011 as filed with the SecuritiesExchange Commission on the date hereof (the "R9ptre undersigned, William A.
Sullivan, Chief Financial Officer and Treasureitteé Company, hereby certifies, pursuant to 18 U.Segtion 1350, that to his knowledge:

(1)  the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; ant

(2) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations of
the Company.

Date: March 30, 201 /s WILLIAM A. SULLIVAN

William A. Sullivan
Chief Financial Officer and Treasurt
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CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002



